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INTRODUCTION

[, the Chairperson, Committee on Public Accounts,
having been authorised by the Committee to present this Report, on their
behalf present the ninety fifth Report on paragraphs relating to Taxes
Department contained in the Report of the Comptroller and Auditor
General of India (Revenue Sector) for the year ended 31* March 2016.

The Report of the Comptroller and Auditor General of India
(Revenue Sector) for the year ended 31% March 2016 was laid on the
Table of the House on 6™ March 2017.

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. M
Thiruvananthapuram, Chairperson,

&gh’@mﬁ, 2026. Committee on Public Accounts.



REPORT
TAXES DEPARTMENT

2.5. Levy, assessment and collection of VAT on sub-contracts under
works contract assessment

2.5.1 Introduction

Under the KVAT Act, 2003 a dealer engaged in the execution of
works contract shall pay tax under Section 6(1) of the Act. He may, at his
option, pay tax at compounded rate' on the whole contract amount as
provided for under Section 8(a) of the Act on the whole amount of the
contract.

As per Explanation I under Section 8(a) of the KVAT Act, 2003 where
a portion of the work is sub-contracted to a registered dealer, the turnover of
the principal contractor/awarder shall not include the amount paid to the sub-
contractors, provided the contractor claiming such deduction in respect of
such sub contracted amount furnishes certificate prescribed under the Act.
The sub-contractors have to concede the contractual receipts received from
the principal contractor/awarder in their annual returns.

2.5.2 Audit objective and scope

Audit was conducted to ascertain whether there is evasion of tax by
the principal contractors and/or the sub contractors in respect of sub
contracted works and the reasons thereof.

The audit was conducted in the works contract (WC) offices in four?
tax districts between May 2016 and August 2016 covering the period 2012-
13 to 2014-15. The stratified sampling method was used to select the revenue
districts and assessees. The records such as returns, certified accounts,

statutory documents as prescribed in KVAT Rules, 2005 etc., filed by the

T At three per cent up 1o 31 March 2014 and thereafter at seven per cent in case of works contractors with
CST Registration
2 Thiruvananthapuram, Mattancherry, Ernakulam and Kannur.
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contractors/ sub-contractors were verified. An entry conference was held
with Special Secretary, Taxes in May 2016 in which Audit objective, scope
and methodology were explained. An exit conference was held with the
Additional Chief Secretary, Taxes on 06 September 2016.

2.5.3 Audit findings

2.5.3.1 Turnover escaped assessment

Under Section 21 of the KVAT Act, 2003 where the return submitted
by the assessee is in the prescribed manner, the assessment relating to the
return period shall be deemed to have been completed on the receipt of such
return. Under the Act, where a portion of the work is sub-contracted to a
registered dealer, the turnover of the principal contractor/awarder shall not
include the amount paid to the sub-contractors, provided the contractor
claiming such deductien, in respect of sub contracted amount furnishes
certificate in Form No 20-H. When a work is sub-contracted, the principal
contractor/awarder has to file awarders statement online in Form No. 10-C.
But the awarders statement is not linked with the work of sub-contractors.
Hence, if the sub-contractor fails to Return full contract receipts from the
awarders or partially disclose the(4.5 receipts in their annual returns, the
assessing authorities of the sub-contractors are unable to detect the turnover
escaped assessment.

In four assessment circles®, Audit cross checked the sub contract
payments made by the 97 awarders/principal contractors and noticed that 71
sub-contractors in the following assessment circles, failed to return the
contract receipts fully, which resulted in escape of turnover and consequent
short levy of tax, interest and penalty of 26.37 crore as detailed in
Appendix ITI(1). The assessment circle wise position is as detailed in Table

2.10.

3 CTO (WC) Thiruvananthapuram, Mattancherry, Ernakulam and Kannur,
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Table -2.10
W el s By ST I e (L
Sk | ﬁﬂtﬁéﬁfiﬁef]mt‘ﬁ Number ﬁkgﬂ_hi\ :
Mo, | i ol cases Tax ‘ Interest I Fenalty  Total

1. 'C'IO (WC) l"hlrm-.mmtlmpm.ml | 14 _"H.SU 8167 389.12 065,38
2| CTO M Cirele, ' 02| 238 { 062 475|175
- Thirwvananthapuram ! I !

3. | CTOWC)LKellam | 01| 1911| 497 | 3832 6230
4 "i':;fg (WO Malappuram | 01| 170|038 330 547
5. | CTO(WC), Thrissur 1 o] oses| ois .25 2.04 |
6. | CTO (WC). Alappusha | o] a0 13| 130 1242
7. | CTO(WC), Emakulum | 29| 24936 6825 | aos70 sledl
e 'E"i‘ﬁfﬁf{.; M.mmschcrrj V6 | 5958 1938 | 11916 19812
9. | CTO(WC), Palakksd | ﬁgi 1887 | 1618 | 1574 25279 |
10. | €TQ (WC). Kozhikede o1 | 195 0s1 389 635
i1, C’I[}n\t \ Kottayam. 02| 1786| 465| 35.72| 5823 |
12. | CTO (WC), Kannur 01| 1865  As6 | 3731 60.62
ik._._t,"i‘ﬁiim;lu Perambavoor | OF | 25.02| éﬂ_ﬂ 5005 8158
4. | CTO (WC), Kusamgod 01| 1357 333 2eis|  ae2e
5. | CTONCicle, Mamanchary | 01| 155 022 310 487
16. | CTO (WC), Idukki Tor - Otk Vi Jm_' 3575 58.27 |
' Total 1| 80639 | 21767 | 161268 263674

The highest defaulting sub contractors were as detailed in Table ~2.11.

Table — 2,11
B (X in lakh)
s1 Turnover Short levy of
No' Name of the Office |Name of the assessee/TIN| Year(s) escaped tax, interest
' assessment | and penalty
| 1 [CTO (WQ), Albert Raj/ 2010-11 to
Thiruvananthapuram 32011385815 2014-15 82073 S 73
2 CTO (WCQ), Palakkad M/s. Consolidated 2012-13 & | 2,105.37 201.76
Construction Corporation/ | 2014-15
32091656804
3 |CTO (WQ), M/s, Fujitec India Pvt. 2014-15 363.15 165.34
Ernakulam Ld./
32072037737 —I
4 ICTO(WQ), M/s PT Mathai 2012 13 o 1,195.58 118.72
Ernakulam Construction Co. Pvt. Ltd/ | 2013-14
| 32072025565 J

On this being pointed out (August, 2016) in the exit conference the

Additional Chief Secretary (Taxes) instructed the Department to examine the
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instances on a case by case basis and assured that action would be taken in

all cases after due verifications.

[Audit paragraphs 2.5, 2.5.1, 2.5.2, 2.5.3 & 2.5.3.1 contained in the
Report of the Comptroller and Auditor General of India for the year
ended 31* March, 2016 (Revenue Sector)]

[Notes received from the Government on the above audit paragraphs
are included as Appendix-II]

Excerpts from the discussion of the Committee with officials concerned

(1) The Committee enquired about the present status of revenue
recovery proceedings initiated in connection with the 28 cases specified in
the Appendix III(1) of the audit report. The Additional Commissioner of the
GST Department reported that the recovery proceedings for Delco Projects
were underway, and the dealer was obligated to remit an amount of I42.12
lakh. Regarding the case related to M/s.V. K Viju, the Additional
Commissioner stated that an amount of I2.74 lakh was pending recovery,
and the revenue recovery measures initiated for this case were progressing.
Regarding the case related to M/s P.T Mathai Construction Co Pvt Ltd,
revenue recovery measures were in progress for an amount of 4.65 lakh. In
connection with the objection related to M/s. TAAK Constructions in
Ermakulam District, the dealer had settled their dues under the Amnesty
Scheme. Regarding the case related to M/s Yeskay Constructions, the
Additional Commissioner, GST Department informed that the dealer was
required to remit I15.11 lakh, and the corresponding revenue recovery
actions were ongoing. Regarding V B Electrotech India Pvt. Ltd, the
Additional Commissioner, GST Department informed that the assessment
had been modified and the dealer had to remit an amount of 32.76 lakh. The
present status of the case would be provided after checking the details. When
the Committee expressed its displeasure over the inordinate delay in

completing the revenue recovery proceedings, the Additional Commissioner,
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5ST Department informed that in certain cases the recommendations for
revenue recovery proceedings were reverted from the Revenue Department
and revised demand had to be provided in that cases and that would also
cause a delay in finalising the revenue recovery proceedings. Regarding the
observation related to Modern Plumbing, the Additional Commissioner, GST
Department informed that an additional demand of 22.68 lakh had been
created and the revenue recovery measures initiated in connection with it
was progressing and the collection details regarding it was not currently
available.

(2) Regarding the case related to M/s Align Builders, the Additional
Commissioner, GST Department informed that the dealer had to remit an
amount of X1.20 lakh in the financial year 2013-14 and X1.88 lakh in 2014-15,
The revenue recovery measures initiated in connection with it was
progressing. Regarding the case related to Sherin Hi-Fabs, the Additional
Commissioner, GST Department submitted that the revenue recovery
measures initiated for recovering the dues related to the financial year 2013-14
were in progress and the dealer had remitted the arrears during the financial

year 2014-15 under the Amnesty Scheme.

(3) While discussing the audit observation related to KVJ Builders, &
Developers Pvt. Ltd, the Additional Commissioner, GST Department
indicated that the revenue recovery measures initiated to recover dues
amounting to X17.05 lakh were currently underway. Regarding the case
related to the Impact Equipments, the Additional Commissioner, GST
Department informed that the appeal filed by the dealer had been dismissed.
A report requested related to the revenue recovery proceedings in that matter
had yet to be submitted. In connection with the case related to Chaithanya
Homes, the Additional Commissioner, GST Department submitted that the
dealer had opted the Amnesty Scheme for settling the dues. Regarding the

case related to M/s P.K. Viswambaran & C, the Additional Commissioner,
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GST Department informed that the appeal put forth by the dealer had been
approved by the Appellate Authority, and there remained no outstanding
demands. In response to a query from the Committee regarding the Appellate
Authority, the witness clarified that the Deputy Commissioner (Appeals) was
functioning in that capacity. Regarding the case related to Hope
Constructions, the Additional Commissioner, GST Department submitted
that the dealer had opted the Amnesty Scheme. Then the Under Secretary,
Legislature Secretariat brought to the attention of the Committee that the
information had not been included in the report presented to the Committee.
The Committee directed the Department to submit a revised report in that
regard. In connection with the case related to Consolidated Construction, the
Additional Commissioner, GST Department submitted that revenue recovery
measures for the financial years 2013-14 and 2014-15 were ongoing.
Regarding the case related to BBR (India) Ltd., the Additional
Commissioner, GST Department informed that in that case, revenue
recovery measures were being managed by the District Collector from
another State.

(4) The Committee expressed its dissatisfaction with the lack of
responsiveness exhibited by the officials in providing pertinent responses
during the witness examination. The Committee directed the Department to
provide details concerning the current status of the 28 cases in which revenue
recovery had been initiated, including the aforementioned cases.
Furthermore, the Committee requested that a report be collected from the
Revenue Department regarding the rationale for not advancing recovery
measures in instances where revenue recovery proceedings have been
pending for an extended duration. Additionally, the Committee instructed
that a report be obtained from the relevant revenue recovery officials to
elucidate the reasons for delays in concluding the revenue recovery

proceedings, and the report should be submitted to the Committee




expeditiously.

(5) The Additional Commissioner, GST Department indicated that
there is a pending demand of X78.56 crore, with revenue recovery
proceedings actively progressing in 33 cases aimed at recovering an amount
of X19.61 crore, while the demand cases of I51.71 crore is currently stayed.
He assured the Committee that comprehensive details regarding those cases
would be submitted within one week. The Senior Audit Officer highlighted
that revised notices would be issued in instances where a second appeal has
been granted in favor of the dealer for recovering the reduced arﬁount, which
necessitates additional time to finalize the recovery process and consequently
leads to delays in the completion of the revenue recovery proceedings. The
Additional Commissioner, GST Department informed that in most of the
cases as the dealers opt Amnesty Scheme-2024, the amount recovered
through revenue recovery proceedings would be reduced.

(6) The Committee also directed to submit the present status of
revenue recovery proceedings and to collect and submit a report regarding
the reason for not proceeding recovery procedures. The Committee also
directed to expedite the recovery procedures and to submit the reason for the
delay in finalising those procedures. The Additional Commissioner stated
that a report would be submitted following reconciliation with the relevant
collectorates.

(7) Regarding the cases related to Cherian Varkey Construction
Company Pvt. Ltd., V.K. Johny, VC Constructions, Cemex Projects, GKR
Associates and Zion Glass, the Committee enquired about the reason for not
collecting the amrears even though additional demands were created. The
Additional Commissioner, GST Department submitted that the demand had
been modified in the said cases and the amounts received in each fiscal year,
irrespective of the gross sum, were recorded as a fixed percentage in

accordance with accounting standards. The Committee wanted a clarification
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on the additional demand that had heen created in the above cases, the
Additional Commissioner, GST Department clarified that an additional
demand of 80,84,030 was created in connection with Cherian Varkey
Construction. Accountant General's objection pertained to a short levy of tax;
however, the assessing authority contended that the amount stipulated by
accounting standards was not included. An explanation on this matter was
requested from the assessing authority (Joint Commissioner (Ernakulam). To
a query of the Committee regarding the modification of additional demand,
the Additional Commissioner, GST Department informed that the additional
demand had been established to address general defects, while no demand
had been raised in relation to the specific objections highlighted by the
Accountant General. As that explanation was not accepted by the Accountant
General, a clarification was sought and the reply stated that as per the
accounting standards, the total turnover tax was generated for the succeeding
years and the steps taken to overcome that defect on the basis of amount
calculated on accounting standard for each year was sought further. He also
stated certain reasons for the delay in submitting the reports. When the
Committee enquired which point in AG's objection was not agreeable to the
Department, the Additional Commissioner supplemented that when an
objection was pointed out by the Accountant General in a point, if no other
cases were raised in the matter and if the objection is acceptable, additional
demand was created. If AG's objection was not sustainable, Assessing
Authority may check for any other defects/objections and if it persists,
additional demand was created. The Committee highlighted that the audit
objection indicated that collections were pending in cases where additional
demands had been created and requested specific details concerning the
collection particulars. The Additional Commissioner, GST Department
stated that the collection particulars were not currently available. In response

to further inquiry, he noted that the additional demand was established in




9

2020. When the Committee questioned the reason for the absence of
collection details after a lapse of four years, the Additional Commissioner
reiterated that the additional demand had not been established based on the
specific objections detailed by the Accountant General. Consequently, the
necessary details were not collected, and the assessing authority remarked
that the audit observation relating to the subcontract in Cherian Varkey case

was not sustainable.

(8) The Committee directed the Department to submit a report regarding
the present status of revenue recovery measures initiated in connection with the
above mentioned cases and the collection particulars related to Cherian Varkey
Construction, V. K. Johny, V. C. Constructions, Cemex Projects, GKR Associates
and Zion Glass in which additional demands have been created.

(9) The Committee further enquired about the present status of the
court cases released to Cochin Engineering, Nutech Builders, AAG India,
Fujitec -and Celestial, the Additional Commissioner, GST Department,
submitted that the cases involving Cochin Engineering, AAG India, Fujitec,
and Celestial are currently pending before the court, while the assessment for
Nutech Builders has been revised in accordance with the Tribunal’s order. The
Committee directed the Department to submit the present status of cases filed
in the court and the details regarding the collection particulars in the case of
Nutech Builders at the earliest. The Additional Commissioner, GST
Department agreed to do so.

(10) Regarding the case related to Advance Engineering and
Infrastructure Pvt Ltd, 32072044544, 2014-15, CTO (WCQC), Ernakulam, the
Additional Commissioner, GST Department submitted that the Hon'ble High
Court had set aside the assessment order. The Committee directed the
Department to submit the copy of the court order to substantiate the reply
within 21 days. In connection with the case related to M/s GRTECH
Services(32072021054), 2013-14, CTO (WC), Ernakulam, the Additional
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Commissioner, GST Department submitted that the audit observation was not
sustainable. The change in the accounting standards showed a difference of
X0.41 crore and a report had been sought in that regard. The Senior Audit
Officer pointed out that the reply did not clarify the amount of the
subcontract receipts. The Committee observed that the reply failed to specify
the exact subcontract receipts received and that the documents substantiating
the taxation of such receipts were not provided by the Department.
Consequently, the Committee directed the Department to fumnish the
documents demonstrating that the exact subcontract receipts received in
other years were indeed subject to taxation. The Additional Commissioner
agreed to do so.

(11) In connection with the case related to M/s Greenworth
Infrastructures Pvt. Ltd, (32072097341), 2012-13, & 2013-14, CTO (WC),
Ernakulam and M/s Nirman Engineers (32072087744), 2014-15, CTO (WC),
Ernakulam, the Committee observed that the reply neither specify the exact
subcontract receipts received, nor were the supporting documents indicating
that those receipts were subjected to taxation submitted by the Department.
The Committee instructed the Department to provide documents that verifies
that the specific subcontract receipts for the concerned years were indeed
subject to tax. The Additional Commissioner agreed to do so. Regarding the
case related to K.J Sebastian (32072078125), 2013-14, CTO (WC),
Ernakulam, the Additional Commissioner informed that the payment was
given for the financial year 2013-14 but the sub contractor had included that
amount in the 2012-13 financial year itself. The Committee directed the
Department to furnish the supporting documents to substantiate the reply
within 21 days. The Additional Commissioner agreed to do so.

(12) Regarding the cases related to M/s. Automation Asia Associates
Pvt. Ltd, the Additional Commissioner, GST Department submitted that the

Assessing Authority had determined that the total turnover amounting to
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32.99 crore for the financial year 2013-14 included 40 lakh related to M/s
Heera Constructions. Furthermore, X35 lakh included in the turnover for the
financial year 2014-15 was also related to M/s Heera Constructions. The
Senior Audit Officer noted the absence of reconciliation statements. In
response, the Additional Commissioner assured that the reconciliation
statements, along with other pertinent supporting documents, would be
submitted to the Accountant General. Regarding the case related toc K T
Mathew and Company, the Additional Commissioner, GST Department
submitted that a revised report was requested due to inaccuracies in the
initially submitted report. The Committee instructed the Department to
provide a corrected report addressing the audit observations at the earliest,
The Additional Commissioner agreed to do so. In connection with the case
related to Athira Industries, the Additional Commissioner, GST Department
stated that the audit observation was not sustainable. The Committee directed
the Department to submit the copy of the Form 20 F. While discussing the
case related to Nakshathra Builders, the Additional Commissioner, GST
Department submitted that the verification of the Assessing Authority had
been completed. In 2014-15, the contract receipt of X3 lakh only had been
received. In addition, a receipt and amount had also been received from M/s
Heera constructions. He assured that the copies of the return filed would be
submitted. Regarding the case related to M/s Cordial Foundation Pvt. Ltd,
the Additional Commissioner, GST Department informed that Kerala State
Construction Corporation Limited had issued a certificate stating that it was
happened due to an error and not the liability of Cordial Foundation. The
Comnmittee directed to submit a revised reply in that regard and the
Additional Commissioner, GST Department agreed to submit the report.
Regarding the case related to City Aluminium Fabricator the Additional
Commissioner, GST Department submitted the assessing authority had found

that the Accountant General could not identify revision of return for the 3"
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quarter and the revised return would be submitted before the Accountant
General for verification.

(13) The Committee accepted the reply furnished by the Department
in connection with M/s Grasshopper, M/s A & P Infra, M/s Seguro
Foundations, Colour Consultants, M/s AB — Tek Constructions, J Abdul
Vahid, M/s Alpha One-Hi Tech Infra Pvt. Ltd., K A Johnson, M/s Shobha
Projects and Trade Pvt. Ltd,, M/s. Sumeru Constructions, M/s Anu
Constructions, M/s Cordial Company, M/s Flytech Industries, A. Shaji, T.A.
Abdul Rehman, Mohammad Aslam, M/s M &T Constructions, M/s.
Bridgeway Engineering, M/s Cheerans Structurals, E M Shaji and Basic

Engineering System.

Conclusions/ Recommendations

(14) The Committee expresses its displeasure over the undue
delay in completing the revenue recovery proceedings and directs the
Department to take necessary actions to accelerate the process. The
Committee also directs the Department to collect a detailed report from
the concerned Revenue Authorities regarding the reasons for the delay
in completing the recovery proceedings and to submit it before the

Committee within two months.

(15) The Committee is concerned with the lack of responsiveness
on the part of the officials in providing pertinent responses during the
witness examination and directs the Department to provide a
comprehensive report regarding the current status of revenue recovery
proceedings including details such as amount, pendancy, District etc.,
initiated in connection with M/s Delco Projects, M/s VK Viju, M/s P T
Mathai, M/s Creators, M/s TAAK, M/s Yeskay Constructions, M/s V B
Electrotech India Pvt Ltd, M/s Modern Plumbing System, M/s Align
Builders, M/s Sherin Hi- Fabs, K.V.J Builders & Developers Pvt Ltd,
M/s Impact Equipments, Chaithanya Homes, M/s P K Viswambharan




13

&C, Hope constructions, M/s Consolidated construction Corporation,
M/s BBR (India) Ltd, Anilkumar G, M.P Sadanandan, M/s. Decor
Delight, M/s Falcon Interiors, Albert Raj, Gopinathan Nair, G S
Builders & Connectors Pvt. Ltd, M/s Marvel Floorings, cynosure power
Systems, M/s. Aqua designs India Pvt, Ltd, Shri G Santhosh kumar.

(16) The Committee directs the Department to submit the
collection particulars regarding the cases related te M/s Cherian Varky
Construction Company Pvt. Ltd, M/s V K Johny, M/s V C Constructions, M/s
Cemex Ptojects Pvt. Ltd, GKR Associates, and M/s Zion Glass Land in which
additional demands had already been created.

(17) The Committee directs the Department to submit a report
on the present status of cases filed in various forums related to Cochin
Engineering & Consultancy Pvt. Ltd, M/s Nutech Builders, M/s AAG
India Pvt Ltd, M/s Fujitech India Pvt Ltd. and M/s Celestial

Infrastructure Pvt. Ltd. to the Committee within a month.

(18) The Committee directs the Department to submit a copy of
the relevant court order related to Advance Engineering and

Infrastructure Pvt. Ltd.

(19) The Committee directs the Department to submit the
documents to prove the exact sub contract receipts received during
other years were subjected to tax on cases related to M/s GR TECH
Services, M/s. Green worth Infrastructures Pvi. Ltd and M/s Nirman

Engineers.

(20) The Committee directs the Department to submit the supporting
documents to prove that the dealer had paid the amount in the financial

year 2012-13 related to K J Sebastian, 32072078125, 2013-14.

(21) The Committee directs the Department to submit the reconciliation



14

statement and other supporting documents to substantiate the reply in case of

the objection related to M/s Automation Asia Associates Pvt. Ltd.

(22) Regarding the case related to K T Mathew & Company, the

Committee urges the Department to submit a revised report.

(23) The Committee directs to submit the copy of Form 20 F in

connection with the case related to M/s Athira Industries.

(24) The Committee directs to submit the supporting documents to
substantiate the reply, in connection with the objection related to Nakshathra

Builders.

(25) Regarding M/s Cordial Foundation Pvt. Ltd, the Committee directs
to submit a revised report regarding the audit observation along with a copy of

the appellate order.

(26) The Committee directs to submit a revised reply along with
supporting documents in connection with the objection related te M/s City

Aluminium Fabricator.
2.5.3.2 Non-levy of tax on the cost of materials supplied by the awarders

Rule 9(2)(A) of the KVAT Rules, 2005, stipulates that, where, in a
works contract, the awarder supplies a portion of the goods involved in the
execution of works contract and deducts the value of the material from the
payment made to the contractor, the turnover of the goods so supplied shall
form part of the total turnover of the awarder as well as the contractor. Out of
ten cases checked, in three cases, the awarder had transferred the goods to
the sub-contractors to incorporate into the work. But, neither the awarder (M/
s Kerala State Construction Corporation Limited) nor the sub-contractors
(M/s Greenworth Infrastructures Private Limited and Manuel Joseph)
conceded the value of goods so supplied in their annual return. The Returns

were being uploaded by the dealers themselves in KVATIS. Audit found that
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no proper mechanism existed to detect such a lapse. This resulted in short
levy of tax, interest and penalty amounting to X 96.53 lakh as detailed in
Table —2.12.

Table -2.12
(T in lakh)
[Sl. Namse of Lhe Name of fhe ‘ Year  Tornover| Shortleyy
r_‘_‘_“ office/circle AR | Tay [Interest Penalty Totsl
[ 1 | CTO(WC), | M/s Kerala State | 201213 21621 1381 A25 27.62 | 4668
| | Emakulom | Construction Corporation | | |
| | Ly i
| 32072082322 | |
| 2| CTOWO. | MisGreeaworth | 201213 | 27633 | I1381| 525 27.62| 4668
| Emakulans | Infrastructures P Lid./ _ !
£ | 32072097341 | | _ |
3 [ CTO(WE. | Manuel Joseph/ ‘ 201203 | Eé?’?‘ 074| 027 148 249
| Kanow | 3250641212 (201314 | 425 o 005 042 o068
Total 571.456 | 28.57 | 0.8 s 14 96.53

The Additional Chief Secretary (Taxes) stated that the cases pointed
out would be examined to see whether there was any short levy of tax on

account of supply of materials by awarders to the sub contractors.

[Audit paragraph 2.5.3.2 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31 March, 2016
(Revenue Sector)]

[Notes received from the Government on the above audit paragraphs
are included as Appendix-II]
Excerpts from the discussion of the Committee with officials concerned
(27) The Under Secretary, Legislature Secretariat brought to the
attention of the Committee that out of ten cases reviewed, three instances
involved the awarder transferring goods to subcontractors for incorporation
into the work. However, neither the awarder nor the subcontractors reported
the value of the supplied goods in their annual returns. The dealers entered
their returns in the KVATIS system. The audit revealed the absence of a
proper mechanism to detect such discrepancies, which resulted in a shortfall
of tax, interest, and penalties totalling X96.53 lakh.

(28) The Committee enquired about the audit observation regarding



16

M/s. Kerala State Construction Corporation Limited, the Additional
Commissioner, GST Department informed that the audit observation was
sustainable and an additional demand had created for 2.51 crore. He added
that the WP(C) filed in connection with that was pending before the Hon'ble
High Court. In connection with the case related to M/s Green Worth
Infrastructures Pvt. Ltd., the Additional Commissioner, GST Department
informed that the audit objection was not sustainable and a detailed report
had been sought and would be submitted before the Committee at the
earliest. The Committee directed the Department to submit the report
urgently. Regarding the case related to Manuel Joseph, for the years 2012-13
and 2013-14, the Additional Commissioner, GST Department stated that the
assessing authority had determined that the cost of goods supplied by the
Public Works Department was included in the gross contract amount, and a
certificate had been issued by the Department to this effect. The Committee
instructed that supporting documents be provided to substantiate the replies
in the three cases mentioned above.

Conclusions/ Recommendations

(29) The Committee directs the Department to submit the
present status of the case filed in the Hon'ble High Court of Kerala in
connection with the case related to M/s Kerala State Construction

Corporation Ltd.

(30) The Committee directs to submit a revised reply regarding
the audit observation related to M/s Greenworth Infrastructure Pvt.
Ltd.

(31) The Committee urges to submit the supporting documents
to substantiate the reply in case related to Manual Joseph, 2012-13 and
2013-14.

2.5.3.3 Incorrect compounding where transfer was in the form of goods

Under the KVAT Act, 2003 in the case of transfer of goods involved
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in the execution of works contract, where transfer is in the form of goods, ihe
liability for tax shall be at the rate specified for such goods. Works contract
involving fabrication, supply and installation of UPVC¥aluminium doors
and windows would come under the category of transfer of materials in the
form of goods, which would attract levy of tax at the schedule rate of such
goods transferred. The position has been reiterated® by the Commissioner of
Commercial Taxes stating that such cases would not be eligible for
compounding.

Audit noticed that in CTO (WC), Ernakulam, three out of fifteen
dealers had opted to pay tax at the compounded rates on their contract
receipts for the fabrication/supply and installation of UPVC/aluminium doors
and windows which resulted in incorrect compounding and -application of
incorrect rate of tax. This resulted in short levy of tax, interest and penalty

amounting to I 4.04 crore as detailed in Table -2.13.

Table -2.13
e N A S _ (Tin lakh)
SL - Name of the assessee/ TIN Year | Turnover| Short Interest Penalty Total
No levy of
Fax

I |George Projects Pvi. Lids | 201213 | 4612 | 484 189| 069 | 16.42
P10 200314 | 15834 | 1821 492 | 3642 | 59.55

| W14-15 | 27774 | 3031 455 | 6061 95.47
Mts Sherin Hi-Fabs/ 2012-13 ': i =

2 ’ 3 | ! ! 4 2.23
vtk | ses3| @S o371) 1900 3223
M/s Sheein Hi-Fabs Conwocts | 2002-13 ': [ i
3 () P Lidd | 56365 | 598 | 2308 | 11837 | 200.63 |
32072063859 | |
Total | 12208 3818 24430 | 404.30

The Additional Chief Secretary (Taxes) assured that the circular issued

by the Commissioner of Commercial Taxes would be re-examined.

[Audit paragraph 2.5.3.3 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31" March, 2016

4  Unplasticised Poly Vinyl Chloride.
5 Order No. C3/23011/13/CT dt: 27 November 2013,
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(Revenue Sector)]
[Notes received from the Government on the above audit paragraphs
are included as Appendix-11I]

Excerpts from the discussion of the Committee with officials concerned

(32) The Under Secretary, Legislature Secretariat brought to the
attention of the Committee that in the CTO (WC), Ernakulam, an
examination of fifteen cases revealed that three dealers had chosen to pay tax
at the compounded rates on their contract receipts pertaining to the fabrication,
supply, and installation of UPVC/aluminium doors and windows, which resulted in
incorrect compounding and application of incorrect rate of tax leading to a short
levy of tax, interest and penalty amounting to 340.30 lakh.

(33) The Commiitee enquired the audit observation regarding George
Projects Pvt, Ltd., 2012-13 to 2014-15, the Additional Commissioner, GST
Department submitted that the audit observation was sustainable and the
assessment had been completed. The writ petitions filed concerning the years
2012-13 and 2014-15 were currently pending before the Hon'ble High Court,
and the dealer had opted for the amnesty scheme for the year 2013-14. The
Committee instructed the Department to provide the current status of the
cases being heard in the Hon'ble High Court, along with the collection
particulars for the year 2013-14. During the discussion of the case related to
M/s Sherin Hi Fabs, 2012-13, the Additional Commissioner, GST
Department submitted that the dealer had opted the Amnesty Scheme and the
collection particulars would be provided. While regarding the case related to
M/s Sherin Hi Fabs Contracts(I) Pvt. Ltd., he stated that there was a
discrepancy between the assessment values provided by the Accountant
General and the assessing authority. The amount demanded by the
Accountant General was 9.5 crore, whereas the assessing authority issued a
demand for 2.14 crore. He further mentioned that clarification had been

sought from the assessing authority regarding that discrepancy. The
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Committee directed the Department to submit a detailed report regarding the
case and the Additional Commissioner, GST Department agreed to submit

the report.

Conclusions/ Recommendations

(34) The Committee directs to submit the current status of the
WP(C) filed in the High Court in case related to George Projects Pvt.
Ltd, 2012-13&2014-15.

(35) The Committee directs to submit the Collection particulars
regarding M/s Sherin Hi-Fabs, 32072033755, 2012-13.

(36) The Committee directs to submit the present status of the WP(C)
filed in High Court regarding M/s Sherin Hi-Fabs Contracts(I) Pvt Ltd,
3207063859, 2012-13,

2.5.3.4 Incorrect grant of exemption of sub contract turnover

Under Section 8(a) of the KVAT Act, 2003 read with Rule 11{4) of the
KVAT Rules, 2005 made thereunder, an awarder/principal contractor
claiming exemption on sub contract payments shall obtain certificate in Form
No 20 H from sub contractor. The said certificate should contain particulars
such as gross amount of contract and a certificate from the assessing
authority explicitly stating the liability discharged by the sub contractor
during the year.

Audit cross checked the sub contract payments made by the
awarders/principal contractors in four assessing circles® and noticed that in
eight cases out of ten as listed in Appendix III(2), the claim of exemption
was not supported by certificate in Form No 20 H/not in consonance with the
amount of liability discharged, as recorded in the certificates by the assessing
authority/ certificates not related to the relevant year. In two cases, the
assessee claimed excess exemption towards sub contract payments which did

not tally with the annual accounts. The Act does not envisage the extent of

6 CTO (WC)}, Ernakulam, Kannur, Mattancherry and Thiruvananthapuram.
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detailed scrutiny of returns filed by the assessees. Further, there is no

provision in the certificate in Form No. 20 H regarding the extent of liability

discharged by the sub contractors during the year which has paved way for

irregular exemption being claimed by the awarders. This resulted in short

levy of tax, interest and penalty of X 58.16 crore as detailed in Table —2.14,

Table — 2.14
{%in lakh)
Nante of Lhe Office Muanher 2 Short levy _ ‘
of enses Tax | Interest [ Penalty _'I'_olfl_ Jl
CTO {WC), Emakulam 71 175132 479.32 | 330305 | 5.733.89
CTO (WC), Kannur 1 7.10 2.62 | 14.20 2392 |
CTO (W), Matiancherry I 13.76 | 344 151 44,71
CTO (WC), Thiravananihaparam 1 424 E{]ﬁ T 248 U.?H_ ;
Total W L77662 48644 3533.24 581630 |
The beneficiaries with highest tax liability are detailed in Table ~ L15,
Table —2.15
o _ in lakh)
Sl. | Name of the Name of the .Turnover Shor_t levy of
" Year(s) | incorrectly | tax, interest |
No. Office assessee/TIN .
exempted and penalty
1 CTO (WQC), M/s. Kerala State 2012-13 to 34,413.64 4,541.35
Ernakulam Construction 2013-14
Corporation
Ltd./32072082322
1 T T — 1
2  [CTO (WQC), M/s. Skyline Builders/ 2012-13tc | 3,262.65 1,003.80
Ernakulam 32072047255 2014-15
3 [CTO(WC), [M/s. Asset Homes Pvt. 2014-15 526.17 49.41
Ernakulam Ltd./32072010445
4 |CTOQ (WCQC), M/s. E.K.K. & Co./ 2013-14 343.93 44,71
Mattancherry 32151046307
5 CTO(WC), M/s. Mabel Engineers 2014-15 92.70 42.20
Ernakulam Pvt. Ltd. (V)/

32072014056.

L —1

On this being pointed out (August 2016) the Additional Chief

Secretary (Taxes) stated that action would be initiated to examine the cases

pointed out. He also stated that proposals for modifications in Form 20 H

certificate would be made in current years Finance Bill. Further report

awaited.
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[Audit paragraph 2.5.3.4 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31" March, 2016
(Revenue Sector)]

[Notes received from the Government on the above audit paragraphs
are included as Appendix-II]

Excerpts from the discussion of the Committee with officials concerned

(37) The Under secretary, Legislature Secretariat brought to the
attention of the Committee that an audit conducted on the subcontract
payments made by the awarders/principal contractors across four assessing
circles revealed that, in eight out of the ten cases examined, the claims for
exemption were not accompanied by the necessary certification in Form No.
20H. In two instances, the assessee had sought tax exemption. During the
discussion regarding the audit findings associated with Asset Homes, the
Additional Commissioner of the GST Department informed the Committee
that although it was previously indicated that revenue recovery measures
would be initiated, the revised response stated that the dealer had opted for
the Amnesty Scheme. The Committee directed the Department to provide
details regarding the collection particulars. With respect to KSCC, the
Additional Commissioner reported that the assessment for the year 2012-13
had been concluded, while the writ petition (WP(C)) filed by the dealer was
still pending before the High Court. The assessment for the fiscal year 2013-
14 had also been completed, and the revenue recovery measures initiated
were progressing. Concerning Tikanar Homes, although the assessment had
been finalized, further proceedings had been stayed by the Government. He
further stated that assessment had been modified in connection with Mabel
Engineering Pvt. Ltd. The Committee directed to submit the collection
particulars in that case. Regarding the case related to Tech steel, the
Additional Commissioner, GST Department informed that the assessment

had been remanded in that case and a report would be submitted after
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examining the current status. While discussing the case related to Nirmithi
Kendra, the Additional Commissioner, GST Department indicated that the
objection raised by the Accountant General was not sustainable, as the firm
did not engage in awarding subcontracts. To a query of the Committee, he
clarified that Nirmithi Kendra was executing only Government works and
hence there was no possibility of awarding the work to subcontractors.
Although the firm’s actual turnover amounted to I2.36 crore, it was
erroneously reported as 19.92 crore due to a clerical error. He further stated
that, as tax deducted at source (TDS) was collected based on the actual
amount, there was no loss in revenue. He assured the Committee that both
the Chalan and Form 20 F would be provided. The Committee urged to
submit the supporting documents such as Chalan and Form 20 F. Regarding
the case related to M/s EKK &Co, the Additional Commissioner, GST
Department informed that reconciliation statement had been received in that
case and the Committee directed the Department to submit the documents
regarding that.

(38) The Committee accepted the report submitted by the
Department in cases related to Skyline Foundation, G R Engineering Pvt. Ltd

and Skyline Builders.
Conclusions/ Recommendations

(39) Regarding the objection related to incorrect grant of exemption of
sub contract turnover, the Committee directs the Department to submit the
collection particulars in respect of Asset Homes, 2014-15 and Mabel Engineers
Pvt. 1.td.,2014-15.

(40)  The Committee urges to submit the present status of W P(C) filed in
connection with M/s Kerala State Construction Corporation Ltd, 2012-13 and the
current status of revenue recovery measures initiated for the year 2013-14,

(41) The Committee directs to submit the present status of the
action taken by the Department on the objection related to Tikanar Homes.
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(42) The Committee directs to submit the present status of action taken
in respect of M/s Tech Steel.

(43) The Committee directs to submit the supporting documents
such as Challan and Form 20 F in the case related to Nirmithi Kendra.

(44) Regarding M/S EKK & Co, 2013-14, the Committee directs to
submit the supporting documents to substantiate the reply.

2.5.3.5 Non-deduction/short deduction of TDS by the awarder/ principal
contractor

Under Section 10 of the KVAT Act, 2003 an awarder shall deduct
TDS from the sub contract payments to the sub-contractor. The rate of such
deduction/non deduction should be mentioned in the liability certificate in
Form 1EE issued by the assessing authority of the sub contractor. If no such
certificate is furnished by the sub contractor to the principal
contractor/awarder, the TDS should be effected at the rate of 8 per cent of the
sub contract payments in the case of registered contractor, and at 10 per cent
in the case of unregistered contractors. The awarder also had to file return in
Form No 10 C, mentioning the details of work sub contracted, to his
assessing authority under Rule 32. Further, as per Rule 42(4), the awarder
has to issue certificate in Form No 20 F to sub contractor detailing the work
awarded, amount paid and TDS effected, if any, and the sub contractor in
turn issues certificate in Form 20 G to awarder confirming the work
accepted/executed and amount received from the awarder.
In three assessment circles’, Audit noticed that awarders had not effected
TDS on sub contract payments at stipulated rate. The short levy of tax,
interest and penalty in six cases would come to X 6.36 crore as detailed in
Table ~2.16.

7 CTO (WCQ), Ernakulam, Mattancherry and Thiruvananthapuram.



Name of the Year

assessee/ TIN
M/s. Asset |
Homes Private 2012-
Limited/ 13
32072010445
M/s. HLL Life
Care Limited/ 201;2_
32072097341
M/s, TRDCL 2012-
32592641212 13
M/s. IL&FES
Townshipand | 2014-
Urban Assets [ 15
32592641212
M/s. Heera
Construction 2013-
Co.Ltd./ 14
32011329532
EKK&Co/ 2014-
32151046307 15
Total
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Table -2.16
‘ _ (X in lakh)
Short/Non- '
Assessing Circle | deduction Interest Penalty | Total
of tax
LIO (WC) 089 0.34 | 1.78 3.01
Ernakulam
CTO (WCQC)
Thiruvananthapura | 46.03 17.49 | 92.06 | 155.58
m |
CTO (WC)
Thiruvananthapura 11.85 4,50 23.70 40.05
m
CTO (WC) |
Thiruvananthapura | 0.59 0.08 118 | 1.85
m ; '
CTO (WQ)
Thiruvananthapura 59.57 15.49 119.14 | 194.20
m .
- s |
ELHONG) 77.09 | 10.02 | 154.18 | 24129
Mattancherry
196.02 47.92 392.04 | 635.98

M/s Heera Construction Company Ltd, an assessee borne on the rolls

of the CTO (WC), Thiruvananthapuram had not effected TDS on sub

contract payments to 108 unregistered dealers.

The assessing authorities could have detected the omission, had the

assessing authorities scrutinised the statement of payments made to sub-

contractors.

The Additional Chief Secretary (Taxes) stated that the cases pointed

out would be examined to see whether there was non-deduction/short

deduction of TDS.

[Audit paragraph 2.5.3.5 contained in the Report of the Comptroller
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and Auditor General of India for the year ended 31* March, 2016
(Revenue Sector)]

[Notes received from the Government on the above audit paragraph are
included as Appendix-II]
Excerpts from the discussion of the committee with officials concerned

(45) The Under Secretary, Legislature Secretariat provided a concise
overview of the audit findings. She informed that according to the audit
observations, a total short levy amounting to I635.98 lakh had been
identified concerning tax, interest, and penalties in six instances where the
awardees had failed to apply the stipulated Tax Deducted at source on
subcontract payments. Regarding the case related to EKK & Co, The
Additional Commissioner, GST Department submitted that the assessment
had been completed and the appeal filed by the dealer was allowed in favour
of the dealer. Consequently, a second appeal has been filed by the State
before the Tribunal.

(46) In connection with the case related to M/s TRDCL, the
Committee directed to submit the copy of Form 20 H. Regarding the case
related to M/s Heera Constructions, the Additional Commissioner, GST
Department informed that revenue recovery is being recommended, and a
decision from the National Company Law Tribunal is currently awaited in
that matter.

(47) Regarding the case related to Asset Homes, the Additional
Commissioner, GST Department submitted that the objection of the
Accountant General was not sustainable as the firm had remitted the amount.
The Committee accepted the reply. The Committee also accepted the reply
furnished by the Department regarding the audit objection related to M/s.
HLL Life Care Limited, M/s IL&FS Township and Urban Assets.

Conclusions/ Recommendations

(48)  The Committee directs to submit the present status of the action
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taken in respect of M/S EKK & Co. related to the non-deduction /short deduction
of TDS on sub contract payments at stipulated rate.

(49) Regarding M/s TRDCL, the Committee directs to submit the copy
of Form 20 F.

(50) The Committee directs to submit the present status of the revenue

recovery proceedings related to M/s Heera Construction Co Ltd.
2.5.3.6 Short remittance of tax

Under Section 31 of the KVAT Act, 2003 a dealer is liable to pay tax
on the taxable turnover. In CTO (WC), Mattancherry, Audit noticed that two
work contractors short remitted the tax due, interest and penalty amounting

to X 50.34 lakh as detailed in Table — 2.17.

Table — 2.17
) pwmn s _ _  ma (T in lakh)
Name of the Year  Assessment | Taxdue | Faxpaid | Short remittance z
assessee/TIN Cirele u% per asper | Tax | Interest Penalty| Total
eeriffied remittance
‘ | accounts | details | .
EKK&Cof | 201415 [CTO.(WC) | 740.92| 72765 | 13.27 173 | 2654 41.54
32151046307 Muttancheny ‘ | _ | i
Nechupadam 2014-15 |CTO. (WO) 2445 2164 | 281 | 037 | 362 | 8.80
Constructions | Matuncherry | |
Pyt Lid./ !
A2151007405 i

Total ' 11608 210 3216 | 50.34

On this being pointed out (August 2016) the Additional Chief
Secretary (Taxes) stated that action would be initiated to examine the cases
pointed out.

2.5.4 Conclusion

Audit observed that the assessing officers were not ensuring that the
works contract receipts for which exemption was availed by the principal
contractor being sub contracted work was assessed at the hands of sub
contractors and that the statutory forms prescribed as per provisions of
Act/Rules were neither insisted upon by the assessing officers nor used for

the intended purpose.
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The Department must ensure filing and subsequent scrutiny of valid
statutory forms envisaged in the Act/Rules by the awarder and the sub-

contractor.

[Audit paragraphs 2.5.3.6 and 2.5.4 contained in the Report of the
Comptroller and Auditor General of India for the year ended 31°
March, 2016 (Revenue Sector)]

[Notes received from the Government on the above audit paragraph are
included as Appendix-II]
Excerpts from the discussion of the committee with officials concerned

(51) While considering the case related to EKK & Co, the Additional
Commissioner, GST Department indicated that a second appeal had been
filed by the Department and was currently pending. The Committee directed
that a status report regarding the case be submitted. In relation to
Nechupadam Constructions Pvt Ltd., the Additional Commissioner, GST
Department stated that the case was not sustainable, The Committee
accepted the reply.

Conclusions/ Recommendations

(52) The Committee directs to submit the present status of the
case filed in relation with M/s EKK & CO.
2.6 Short levy of tax in assessments of metal crushing units
A manufacturer of crushed metal can opt for compounding under Section
8(b) of the KVAT Act and compounded tax is to be determined based on the
jaw-size of the metal crushing machine used for the manufacture of crushed
metal, at rates prescribed by the Government from time to time. In the case
of compounding, if option is accepted, tax due would be calculated by the
assessing authority at the rates given Appendix ITI(3), which should be
remitted quarterly by the assessee,

The CTD issued® detailed instructions directing the assessing officers

8 Circular No. 11/2007 dt; 28 February 2007.
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to gather information from local bodies, Kerala State Electricity Board Litd.
(KSEBL), Kerala State Pollution Control Board (KSPCB) and Mining and
Geology Department and utilise the same judiciously for finalising the
assessments. As per KVAT Rules 2005, the assessing officers shall grant
permission for compounding, if he is satisfied that the information in the
application containing the details of metal crushers installed by the assessee
is in order.

Audit verified the assessment records of metal crushing units for the
period from 2009-10 to 2013-14 in 48 assessment circles® spread over in 11
districts'® to ascertain whether the assessing officers had gathered
information from other Departments/Statutory bodies or any other
information available in the records submitted by the assessee and utilised
the same for granting permission for compounding/finalising assessments as
directed in departmental circular which revealed the following:

2.6.1 Under-reporting of number and/or jaw-size of metal crushing
machines

In 48 assessment circles, Audit test checked the assessment records of
512 assessees of which 131 assessees who opted to pay tax under the
compounding scheme had under-reported the size and/or the number of
crushing machines. The assessing authorities had not gathered the
information from local bodies/KSEBL/ KSPCB/Mining and Geology
Department for ascertaining the correctness of details furnished by the

assessees before issuing the permission for compounding/ finalising the

9 AIT&CTO:- Spk Circle Thiruvananthapuram, CTO-Nedumangad, Neyyattinkara & Attingal; Spl Circle
Kollam, CTO-Kottarakkara, Kundara, Chathannur, Anchal; IAC Pathanamthitta, CTO-Pathanamthitta,
Thiruvalla, Adoor; IAC Kattappana, I Circle Thodupuzha, II Circle Thodupuzha, Spl Circle
Thodupuzha, CTO Adimaly, Nedumkandam; Spl Circle Perumbavoor, CTO I & 11 Circle Perurmbavoor,
CTO- Moovaitupuzha, Kothamangalam, Spl Circle Kottayam, CTO Aluva, Angamaly; Spl Circle
Thrissur, CTO Wadakkancherry, Chalakkudy, CTO Irinjalakkuda, 1 Circle Thrissur, III Circle Thrissur;
Spl Circle Palakkad, CTO- Ottappalam, Pattambi, [ Circle Palakkad; Spl Circle Malappuram, CTOs
Manjeri, Perinthalmanna, AIT & CTO Manjeri at Kottakkal, CTO Koathuparamba, AIT&CTO Vythiri,
CTO Kammagapally, AIT&CTO Ranni, CTO II Circle Kalamaserry, CTO Thirurangadi, CTO/AIT
Thrissur.

10 AIT & CTO:-Thiruvananthapuram, Kollam, Pathanamthitta, Idukki, Ernakulam, Thrissur, Palakkad,
Malappuram, Kottayam, Kannur and Waynad.
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assessment. This resulted in short levy of the tax, interest and penalty of
X68.78 crore as shown in Appendix ITI(4). The Tax district ~wise position
is detailed in Table -2.18.

Table -2.18

(T 1 crore)

| TaxDistriet 1 Numberaf  Totalshort levy |
cases

| DC Makppwam 12 LR
| DCPathanamthina | 12 | 618 |
. DC Thrisser [ ook L T
| DL Wayanad i 0.26

DCEmskulam | ! oy
'DCKollam | 15 NPT T

D C Palakkad I 1 452
| D0C Maancherry : 44 17.1%

D C ldukki | 11 975
T e 0om
| B Thirevananthapuram i 7 6.14
| DC Kottayam B & Al TR

131 68.78

Audit conducted a joint physical inspection of 26 out of 131 cases
mentioned above along with the Intelligence squads of CTD and found that
these 26 assessees filed incorrect returns relating to the period from 2009-10 to
2013-14.

The benefit enjoyed by the assessees ranged from X 4.57 lakh (M/s Ricko
Rocks and Granites, M/s Stonage Metal Crusher) to X 432.89 lakh (M/s
Darshan Granites).

Failure of assessing authorities to verify the correctness of application
for compounding filed by the assessee with secondary evidences available
with other Government Departments/Agencies, had paved way for the under
reporting of size and/or number of metal crushing machines, resulting to
evasion of tax.

On this being pointed out (June 2016) Government stated (October



30

2016 and December 2016) that assessment have been revised in 24 cases and
additional demand of X 6.62 crore had been created, out of which X 45.65

lakh has been collected in six cases. Further reply has not been received.

[Audit paragraph 2.6 and 2.6.1 contained in the Report of the
Comptroller and Auditor General of India for the year ended 31"
March, 2016 (Revenue Sector)]

[Notes received from the Government on the above audit paragraph are
included as Appendix-II]
Excerpts from the discussion of the committee with officials concerned

(53) While considering the audit paragraph 2.6.1, the Additional
Commissioner, GST Department explained that the number of machines
installed at the outset of a crushing unit would be fewer than what was
specified in the original plan. The permissions and consents granted by the
Pollution Control Board and the Mining and Geology Departments also
mentioned the numbers outlined in the plan, which was the basis for the audit
objection. However, the verification conducted by the assessing authority
revealed that the majority of objections raised during the audit were not
sustainable. He added that in a case from the 2009-10 fiscal year, both the
Accountant General's objection and a joint inspection conducted in 2016-17
concluded that most cases lacked sustainability due to the absence of real-
time data.

(54)  As the requisite amount had been remitted by the dealers, the
Committee decided to drop the audit objection related to Karipur Granite
Industries, Gulfar Granites, Erand Cement & Metals, Wilson Stone Crusher,
Mallelil Industries Pvt Ltd., Puthiyaparambil Industries, Jams Granites (P)
Ltd., Akkavilla Sajeenan Aggregates, Sha Metal Crusher, Kohinoor Granites
Industries, 32090562156, CTO 1 circle, Palakkad, Mabrook Granites,
Malabar Blue Metals, Vadakkel Metals, Star Granites, New National
Granites, Quality Stone Products, United Granites, Ozone Granites,

Thattayath Metal Crusher, Hi Range Metal Products, Five Star Stone Crusher
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and Hollow Bricks, Aramam Rocks and Kuthiravelil Rubble Industries,
Marangoli, Kottayam. The Committee also accepted the reply submitted by
the Department in connection with Banyas Granite Industries and Cresent
Granites Industries and Chengot Stone Crusher, Lakshmi Stone Industries,
Kuzhuvamannil Industries, Vilamana Industries, Marbles and Minerals,
Sabari Granites, St. May's Granites, 2009-10 to 2013-14.

(55) During the discussion, the Additional Commissioner, GST
Department informed that Marva Metals had opted the Amnesty Scheme for
closing the arrears for two financial years 2009-10 & 2010-11 and the
revenue recovery Ineasures were progressing in connection with 2011-12,
2012-13 and 2013-14 financial years. The Committee directed to furnish the
present status of revenue recovery measures initiated in connection with
Marva Metals, 2011-12, 2012-13 and 2013-14, Esskay Industries, A S
Industries, Nabilson Granites, Raja Granites, Badhusha Metals, Navodaya
Granites, Thomson Granites and M.S Building Products. The Committee
insisted the Department to submit the collection particulars in connection
with Marva Metals for the years 2009-10 and 2010-11.

(56) The Committee directed to submit the chalan details regarding
the cases related to Kavumkal Granites Pvt. Ltd., Ricko Rocks and Granites,
Stonage Metal Crusher, Plakkatu Granites Industries, Konni Kochin
Granites, Ravindra Rock Crushing Plant, Ceniral Granites, Southern
Industries, Panthalookkaran Granites, Rajumon Granites, Thoomkuzhy
Granites, CBM Enterprises, Green Rock Crushers &Mines (P) Ltd,
Charuvila Metal Crusher, Monarch Cement Works, Lal Metal Crusher,
Aaramam Industries, Sarathy metal Crusher, Korien Granite Industries,
Periyar Granites Pvt Ltd, Aradhana Industries, Union Granites, Modern
Cemeto Bricks, Parathuvayalil Granites, Star Granites, Afsiya Granites,
Ansal Granite Products, Venad Granites, Madaparambil Granites, St. Martin

Granites, CMJ Granites, Five Star Stone Crusher and Hollow Bricks and
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Mount Valley Granites.

(57) Regarding the case related to Vikas Granites, the Additional

Commissioner, GST Department informed that even though some amount
was recovered through revenue recovery proceedings, a significant amount
remains outstanding. The Committee directed to submit a detailed report
regarding the collection particulars.
(58) While considering the audit observation regarding Kohinoor Granite
Industries,321000000452998, CTO, Manjeri, the Additional Commissioner,
GST Department stated that an appeal in this case had been resolved in
favour of the dealer. The Committee enquired whether the Department had
considered the scope of the second appeal. The Additional Commissioner,
GST Department informed that the audit objection was deemed
unsustainable in this instance, as the compounding payment was based on the
jaw size of the metal crushing machine and the actual size verified on site by
the assessing authority. It was noted that the report from the Pollution
Control Board did not specify the jaw size. The Honble High Court
indicated that there was no provision for a second appeal against the AC
appeal in such cases. The Committee sought clarification on whether the
Department had obtained a legal opinion regarding the scope of the second
appeal. The Additional Commissioner confirmed that legal counsel was
sought solely for the purpose of approaching the High Court, and the second
appeal was filed by the next higher authority based on the assessing
authority's recommendations. The Committee further directed the
Department to determine if any legal opinion had been sought regarding the
scope of the second appeal in relation to Kohinoor Granite Indusiries, Feroz
Granites Indusiries, and Al-Madeena Metals and Cement Industries.

(59) Regarding the case related to Prime Metal Industries, the
Additional Commissioner, GST Department submitted that the assessing

authority had examined the said case but the assessment order was set aside
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by the Hon'ble High Court. When the Committee inquired whether the dealer
had made the payment, the Additional Commissioner confirmed that the
dealer had indeed remitted the amount under the compounding scheme.
Subsequently, the assessment order was amended after examining the
demand from 2009-10 to 2013-14; however, that order was also set aside by
the Hon'ble High Court. The Committee accepted the reply provided by the

Department.

(60) While considering the case related to Edayan Granites, the
Additional Commissioner, GST Department submitted that on verification it
was found that the audit observation was not sustainable as the assessing
authority had granted permission for the dealer to opt for the compounding
scheme after considering all relevant factors. Therefore, no discrepancies in
the amounts were found. Regarding the audit observation related to ACK
Sons Rock Processing Unit, the Additional Commissioner, GST Department
informed that the dealer had opted the Amnesty Scheme. When the
Committee enquired about the present status of the said case, he informed
that the amount was not remitted. Then the Committee directed the
Department to submit the present position of the said case. Regarding PJP
Granites, the Additional Commissioner, GST Department informed that on
verification it was found that the case was not sustainable. When the
Committee enquired about the appellate order, he submitted that the appeal
was allowed. Then the Committee directed to submit the copy of the
Appellate order.

(61) The Additional Commissioner, GST Department informed that
the second appeal filed by the Government in connection with K. J
Vasudevan Nair Granites, Jayam Sands & Gravel (P) Ltd., were pending
disposal. The Committee directed to furnish the present status of the appeal
filed in that case. Regarding the case related to Thomson Granites, the

Additional Commissioner, GST Department informed that although the
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machinery was procured, production commenced at a later date. During the
operational period, the turnover was reported to be double, and the assessing
authority has verified all related details. Consequently, the audit objection
was deemed unsustainable. The Senior Audit Officer had requested to
submit a comprehensive report regarding that matter, to which the
Additional Commissioner agreed to provide. In connection with the cases
related to Blue Mountain Granites, the Additional Commissioner, GST
Department informed that the appeal filed by the Government in connection
with that matter was pending. The Committee directed to submit the present
status of the case. Regarding the cases related to Three Star Granites and
Shakti Granites, the Committee directed to submit the copy of the Appellate
order.

(62) In connection with the cases related to Satyam Granite
Industries, the Additional Commissioner, GST Department stated that a
detailed reply had been solicited from the officers, and a report would be
provided upon receipt of that reply. The Committee directed to submit the
copy of the Assessment order. Regarding the cases related to Ananthapuri
Metals, the Committee directed to submit the copy of the report of the
intelligence officer. Regarding New Excel Granites, the Additional
Commissioner, GST Department submitted that the audit observation was
not sustainable. Despite conducting spot inquiries, the machines referred in
the audit paragraph could not be located. The Committee directed to submit
the copy of the spot enquiry report. Regarding the case related to Poovottu
Industries, the Additional Commissioner, GST Department assured to submit

the spot enquiry report.

(63) While considering the case related to Kannan Granite Industries,
the Additional Commissioner, GST Department submitted that the audit
observation was not sustainable as the assessing authority had not found any

difference in their verification and a report in that regard would be
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submitted. Regarding the case related to Chithara Metal Crusher unit, the
Committee directed to submit the copy of the Appellate order. While
considering the case related to Darsan Granites, the Committee directed to
submit the present status of the case filed in the Hon'ble High Court.
Regarding Mubarak Metal Crusher Unit, the Additional Commissioner, GST
Department informed that assessing authority had found that the machinery
installed was in accordance with the consent granted by the Pollution Control
Board, and assured that a report regarding that matter would be provided.
Regarding the cases related to Valluvanad Granites, the Additional
Commissioner, GST Department informed that although the dealer had opted
for the Amnesty Scheme, the payment had not yet been made. Consequently,
revenue recovery measures were initiated in those cases, and a report
regarding those measures would be submitted. Regarding the cases related to
Amal Agencies, the Additional Commissioner, GST Department informed
that the assessment order has been set aside by the Hon'ble High Court and
instructions had been issued to the dealer to provide the book of accounts.

The Committee directed to furnish the copy of the High Court order.

(64) In Connection with the case related to Well Worth Granites, the
Additional Commissioner, GST Department informed that the case in
connection with 2009-10 was pending before the Hon'ble High Counrt.
Regarding the cases related to 2010-11, 2011-12, 2012-13, the Tribual order
was allowed in favour of the dealer and legal opinion was that O T revisions
were not possible in that cases. He added that the revenue recovery measures
initiated in connection with 2013-14 financial year was in progress. The
Committee directed to submit the present status regarding the objections
pointed out from 2009-10 to 2013-14. Regarding the case related to Abson
Aggregates, the Additional Commissioner, GST Department informed that
the appeals were allowed in favour of the dealer and the copy of the appellate

order would be provided. While discussing the case related to Matha
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Industries, the Additional Commissioner, GST Department informed that the
audit objections were not sustainable. When the Senior Audit Officer
requested to submit the copies of the assessment order, the Additional
Commissioner, GST Department agreed to submit the copies of the order. In
connection with the objections regarding Parappuram Granites, the
Additional Commissioner, GST Department informed that the audit
objection for the year 2012-13 was sustainable and the second appeal filed
by the State was pending. As no machines were purchased, the objections
pointed out for the years 2010-11 and 2011-13 were not sustainable. The
Committee directed to submit a detailed report regarding the present status of
cases pointed out by the audit for the assessment years from 2009-10 to
2012-13 at the earliest.

(65) Regarding the cases related to MAM Industries, the Additional
Commissioner, GST Department informed that the machines purchased in
January 2013 were installed only in January 2014. Hence, the audit objection
was not sustainable. The Committee directed to submit the supporting
documents to substantiate the reply. While considering the cases related to
Thottathil Granites, 2009-10 to 2012-13, the Committee directed to submit
the copy of the assessment order. Regarding the cases related to Devamatha
Rock Products, 2009-10 to 2012-13, the Additional Commissioner, GST
Department informed that the W P(C) filed was pending. The Committee
directed to submit the present status of the case. While considering the case
related to KVM Granites, the Committee directed to submit the copy of the
appellate order. While considering the cases related to St. Thomas Industries,
2009-10 to 2013-14, the Additional Commissioner, GST Department
informed that the writ petition filed by the assessee in connection with 2009-
10 was pending before the Hon'ble High Court and the remaining cases were
sustainable. He assured that a report regarding the present status of the case

and the revenue recovery measures initiated would be provided.
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(66) While considering the case related to Al- Madeena Granites &
Hollow Bricks, 2009-10 to 2013-14, the Additional Commissioner, GST
Department informed that the revenue recovery measures initiated in
connection with 2013-14 was progressing and the assessee had filed cases in
High court, in connection with the cases related to 2009-10 to 2012-13. The
Committee directed to submit a report regarding the present status of the
cases filed in High Court for the assessment years from 2009-10 to 2012-13
and the revenue recovery measures initiated for the year 2013-14. Regarding
the cases related to Perumbavoor Aggregates, 2009-10 to 2013-14, the
- Additional Commissioner, GST Department informed that the assessment
order and penalty order were set aside by the appellate authority and would
provide the copy of the Appellate order. Regarding M G Industries, 2010-11
to 2013-14, the Additional Commissioner, GST Department informed that
the revenue recovery measures initiated for 2010-11 and 2013-14 financial
years were in progress and for the years 2011-12 and 2012-13 the assessment
order and penalty order were set aside by the DC(A), Ernakulam and the

copy of the orders would be provided.

(67) Regarding the cases related to Vijaya Granites, 2009-10 to 2012-
13, and Varkisons Engineers, 2013-14, the Additional Commissioner, GST
Department informed that notice for assessment was issued and would
provide a report regarding the follow up actions. Regarding the case related
to B & M Granites, the Additional Commissioner, GST Department
informed that the dealer had remitted the amount through amnesty scheme.
The Committee accepted the reply. The Additional Commissioner, GST
Department informed that the case filed in connection with Shalimar
Granites, 2009-10 to 2010-11 was pending before the Hon'ble High Court.
He also informed that the assessment was modified as nil demand as per the
direction of DC(Appeals), and the copy of the appellate order would be

provided. He further informed that notice was issued by the assessing
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authority in connection with Dhanya Granites and details would be submitted
on receipt of the reply. Regarding the case related to Poovelil Aggregates,
2012-13 to 2013-14, the Hon'ble High Court had quashed the assessment
order due to the absence of real time data and the WP(C) filed in connection
with penalty was pending. The Committee directed to submit the present
status of the case. Regarding the case related to AKP Granites, 2013-14, the
Additional Commissioner, GST Department informed that the objection
raised by the audit was sustainable. The assessment had been completed by
creating an additional demand of %2,00,000. He assured that the collection

details would be submitted.

(68) While Considering the case related to Punnekottayil Granites,
2009-10 to 2013-14, and Periyar Associates, 2012-13 to 2013-14, the
Committee directed to submit the copy of the appellate order. The Additional
Commissioner, GST Department agreed to submit the report. Regarding the
cases related to PPM Granites, 2009-10 to 2013-14, the Additional
Commissioner,GST Department informed that the objection raised in that
case was not sustainable. The Senior Audit Officer requested to submit the
copy of the supporting documents. The Additional Commissioner, GST
Department agreed to submit the documents. While considering the case
related to Everone Properties India Pvt. Ltd.,, 2010-11 & 2013-14, the
Additional Commissioner, GST Department informed that the assessment
was modified and would provide the details. The Committee directed to
submit the copies of the supporting documents. Regarding the audit
objection related to Parakkal Rock Products, 2010-11 to 2013-14, the
Additional Commissioner, GST Department informed that the audit
objection was not sustainable. The Committee directed to submit the copies
of the supporting documents. Regarding Megha Granites, 2009-10 to 2013-
14, the Commiitee directed to submit the copies of the supporting

documents.
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(69) In connection with the cases related to Kunnumpurathu Granites,
2012-13 and 2013-14, the Additional Commissioner, GST Department
informed that the case was partially sustainable. The Committee directed to
submit a present status report regarding the cases related to Kunnumpurathu
Granites and United Granites & Metals. The witness agreed to submit the
report. The Committee also directed to submit the copy of the High Court
order in connection with the case related to Charles Metal Industry.
Regarding the case related to MKN Bricks &Blue Metal (P) Ltd., 2013-14,
the Senior Audit Officer pointed out that in the reply the Government stated
that the assessee had under reported the capacity of machines resulting in
short levy of tax and interest. Since there was no clarity in the reply, he
requested to submit a copy of the supporting documents. The Additional
Commissioner, GST Department agreed to submit the report. While
considering the audit observation related to Travancore Blue Metals
Industries, 2013-14, the Committee directed to submit the copy of the
Appellate order. Regarding the case related to Blue Star Industries, 2009-10
and 2010-11, the Additional Commissioner, GST Department informed that
the audit observation was not sustainable. The CTO and Intelligence Officer
had conducted an inspection regarding the said matter. The Committee
directed to furnish the supporting documents to substantiate the reply. While
considering the case related to Kannanthanam & Co., 2009-10 to 2010-11,
the Additional Commissioner, GST Department informed that the writ
petition filed in that case was pending before the Hon'ble High Court. The

Committee directed to submit the present status of the case within two

months.

Conclusions/ Recommendations

(70) The Committee directs to submit the present status of the
revenue recovery proceedings initiated in connection with Marva Metals,
2011-12, 2012-13 and 2013-14 and collection particulars for the years 2009-10
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and 2010-11.

(71) The Committee directs to submit the present status of the
revenue recovery proceedings initiated in connection with Esskay Industries,
A.S. Industries, Nabilson Granites, Raja Granitess, Badhusha Metals,
Navodaya Granites, Thomson Granites, M S Building Products,
Valluvanad Granites, St. Thomas Industries, 2010-11 to 2013-14,

(72) The Committee directs to submit the present status of the
revenue recovery procedures initiated in connection with M G
Industries, 2010-11 and 2013-14 and the copy of the order of DC (A),
Ernakulam for the years 2011-12 and 2012-13.

(73) The Committee urges the Department to submit the chalan
details in respect of Kavumkal Granites (Pvt) Ltd, Ricko Rocks and
Granites, Stonage Metal Crusher, Plakkatu Granites Industries, Konni
Kochin Granites, Ravindra Rock Crushing Plant, Central Granites,
Southern Industries, Panthalookaran Granites, Rajumon Granites,
Thoomkuzhy Granites, CBM Enterprises, Green Rock Crushers & Mines(P)
Ltd, Monarch Cement Works, Charuvila Metal Crusher, Lal Metal Crusher,
Aaramam Industries, Sarathy Metal Crusher, Korien Granites Industries,
Periyar Granites (p) Ltd, Aradhana Industries, union Granites, Modern Cemato
Bricks, Parathuvayalil Granites, Star Granites, Afsiya Granites, Ansal Granite
Products, Venad Granites, Madaparambil Granites, St. Martin Granites,
CMJ Granites, Five Star Stone Crusher and Hollow bricks, Mount Valley

Granites.

(74) The Committee directs to submit the collection particulars related
to M/s Vikas Granites.

(75) Regarding the cases related Kohinoor Granite Industries, Feroze
Granite Industries, Al-Madeena Metals and Cement Industries, the
Committee directs to submit a report on whether the Department has sought

any legal opinion regarding the scope of second appeal.

(76) The Committee urges the Department to submit the present status
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of the action taken in respect of ACK Sons Rock processing unit.

(77) The Committee directs to produce the copy of the Appellate orders
related to PJP Granites, Three Star Granites, Shakthi Granites, Chithara
Metal Crusher, Abson Aggregates, KVM Industiries, Perumbavoor
Aggregates, Mundakkal Granites, Punnekottayil Granites and Periyar
Associates.

(78) The Committee directs to furnish the present status of the appeal
filed in respect of K.J. Vasudevan Nair Granites, Blue Mountain Granites and
Jayam Sands & Gravel (P) Litd.

(79) The Committee directs to submit the detailed report on Thomson

Granites,

(80) The Committee directs to submit a detailed report regarding
the action taken on the audit objection along with the copy of assessment

order in respect of Satyam Granite Industries.

(81) Regarding Ananthapuri Blue Metals, the Committee directs
to submit the report of the Intelligence Officer.

(82) The Committee directs to submit the report of the spot
enquiry in respect of New excel Granites and Poovottu Industries.

(83) The Committee directs to submit a revised report in respect
of Kannan Granite Industries and Mubarak Metal Crusher Unit.

(84) The Committee directs to furnish the present status of the
case filed in the High Court in connection with Darsan Granite Pvt.
Ltd., Devamatha Rock Products, St. Thomas Industries, 2009-10,
Poovelil Aggregates, Kannanthanam & Co., shalimar Granites.

(85) In the case of Amal Agencies and charles Metal Industry, the
Committee directs to submit the copy of High Court order.

(86) The Committee directs to submit the present status report
related to Well worth Granites from 2009-10 to 2013-14.

(87) The Committee directs to furnish the copy of the assessment
order related to M/s Matha Industries and Thottathil Granites.
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(88) The Committee directs to submit an year wise revised report
including the present status of the second appeal filed for 2012-13 in
respect of Parappuram Granites from 2009-10 to 2012-13.

(89) The Committee directs to submit a detailed report regarding
the present status of cases filed in the Hon’ble High Court of Kerala in
connection with Al Madeena Granites and Hollow Bricks for the years
2009-10 to 2012-12 and the present status of revenue recovery measures
initiated for the year 2013-14.

(90) The Committee directs to submit the supporting documents
to substantiate the reply in respect of MAM industries, PPM Granites.,
Everone Properties India Pvt. Ltd., Parakkal Rock Products, Megha
Granites, MKN Bricks &Blue (P) Ltd., Travancore Blue Metal Blue
Star Industries.

(91) The Commiittee directs to submit a revised report in respect
of Vijaya Granites, 2009-10 to 2012-13 and Varkisons Engineers.

(92) The Committee directs to submit a report on the action taken
in respect of Dhanya Granites.

(93) The Committee directs to submit the collection particulars
related to AKP Granites.

(94) The Committee directs to submit the present status of action
taken in respect of Kunumpurath Granites and United Granites &
Metals.

2.6.2 Non-submission of returns

In four assessment circles test checked, six assessees'' neither opted
for compounding nor filed return in Form No. 10 disclosing the turnover.
Even though such information was available in the records submitted by the
assessee in offices like local body, KSEBL, KSPCB and Mining and
Geology Department along with the records submitted for registration, the
assessing authority had not taken any action to gather such information as

directed in the Departmental Circular and to utilise them in

11 Best Granites, Valakkavu Granites (P)Ltd, Thomson Granites, Pawan Quarry & Aggregates Pvt Ltd,
Devamatha Rock Products, Parakkal Granites.
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assessment/permission for compounding. This resulted in short levy of tax,
interest and penalty of X 14.44 crore as given in Appendix III(5).

The benefits enjoyed by the assessees ranged from I 18.90 lakh (M/s
Devamatha Rock Products) to X 769.64 lakh (M/s Best Granites).

Non submission of turnover details in the form of annual accounts by the assessees
was the main reason for escape of turnover resulting in evasion of tax.

The assessing authorities were not verifying the correciness of
turnover of the assessee in compounded cases as well as non compounded
cases with reference to their annual accounts.

On this being pointed out (May 2016) the Additional Chief Secretary

(Taxes) stated that action would be initiated to examine the cases pointed out.

[Audit paragraph 2.6.2 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2016 (Revenue
Sector)]

[Notes received from the Government on the above audit paragraph are
included as Appendix-II}
Excerpts from the discussion of the committee with officials concerned

(95)The Committee accepted the explanation fumnished by the
Department related Valakkavu Granites (P) Ltd and Devamatha Rock
Products. Regarding the case related to Pawan Quarry & Aggregates Pvt.
Ltd, the Additional Commissioner, GST Department informed that revenue
recovery Ineasures were progressing in that case and the present status would
be submitted. While considering the case related to Best Granites, 2009-10, the
Additional Commissioner, GST Department informed that the dealer was assigned
a Company Identification Number (CIN) instead of a Taxpayer Identification
Number (TIN) due to a technical error; consequently, the return was filed
using the CIN. That misidentification posed challenges for the Accountant
General. The Committee directed to submit the supporting documents to

substantiate the reply. Regarding the case related to Thomson Granites,
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2009-10 to 2013-14, the Committee directed to submit the copy of the High
Court order. Regarding the case related to Parakkal Granites, 2012-13, the
Additional Commissioner, GST Department informed that assessment notice

had been issued and the case was pending before the Hon'ble High Court.
Conclusions/ Recommendations

(96)The Committee directs the Department to submit the present
status of revenue recovery measures initiated in connection with Pawan

Quarry & Aggregates Pvt. Ltd.

(97) The Committee directs to submit the supporting documents to

substantiate the reply in respect of Best Granites.

(98)The Commiittee directs to submit the copy of the relevant High

Court order regarding Thomson Granites.

(99) The Committee directs to furnish the present status of the case
filed before the Hon’ble High Court of Kerala in respect of Parakkal

Granites.
2.6.3 Non-registration of metal crushing units under KVAT Act

Under Section 15C of the KVAT Act, any person who intends to
establish an industrial unit may get himself registered under this section. No
metal crushing unit can establish without the permission issued by the local
body/KSEBL/KSPCB/Mining and Geology Department. Audit cross-
checked the data collected from the KSPCB with the KVATIS and noticed
that in four assessment offices, metal crushing units of four assessees were
not registered under the KVAT Act. The assessing authority did not take any
action under Rule 17A of the KVAT Rules to give compulsory registration to
the assessees. As the turnovers of the dealers were not ascertainable, actual
loss of revenue could not be worked out. At the compounded rate, non levy
of tax worked out to ¥ 2.13 crore including interest and penalty as detailed in

Table 2.19.
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Table- 2.19
- — - o ______ Rinaore)
SL Name of dealer i Name of office | Year Total nen levy of tax
No. | | including Interest and |
; | penalty |
1 M.S. Industnes CTO, Kotarakkara | 2011-12t0 0.90 .
201314 '
2 | Kunnompurathu CTO. 11 Circle, 201213 & (.54
Granites Thodupuzha 2013-14 e
3} | S.N. Granite & CTO. Chathanoor 20001010 0.51
Metal Industries 2013-14
4 | Libas Crushers, CTO , Autingal [ 2000-13 10 018
Altoor, Kilimanoor L 203-14
Total .13

Absence of proper street survey by the assessing
authorities/intelligence wing resulted in non registration of metal crushing
units and consequent evasion of tax.

There was no effective mechanism in the Department for the street
survey and to gather information from other Government Departments/
Agencies, in order to bring the unregistered units under the tax net of CTD.

The above cases were referred to Government in May 2016, In the
meeting with Audit, the Additional Secretary (Taxes) stated (May 2016) that
departmental action would be initiated against the assessing officers who are
not following the departmental instructions given and who are committing
the same mistakes. Government in December 2016 stated that in one case
assessment has been revised and additional demand of X 57.54 lakh has been

created. Further reply has not been received (December 2016).

[Audit paragraph 2.6.2 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31* March, 2016 (Revenue
Sector)]
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[Notes received from the Government on the above audit paragraph are
included as Appendix-1I]

Excerpts from the discussion of the committee with officials concerned
(100) While considering the case related to M.S Industries, 2011-12 to
2013-14, the Additional Commissioner, GST Department informed that the
audit observation was not sustainable as the dealer had head office
registration and would provide the copy of the registration Certificate. In
connection with the case related to Kunnumpurathu Granites, 2012-13 &
2013-14, the Additional Commissioner, GST Department submitted that the
audit objection was sustainable and further proceedings had been stayed by
the High Court. He also submitted that the objection related to S N Granites
& Metals was not sustainable as the dealer was already registered under his
father's name. The confusion arose when the PAN card number of the son
was erroneously recorded. The Additional Commissioner assured that
relevant details would be submitted to the Committee. Regarding the case
related to Libas Crushers, 2009-10 to 2013-14, the Additional
Commissioner, GST Department submitted that the dealer had remitted the
amount under amnesty Scheme. The Committee directed to submit the

Chalan details.

Conclusions/ Recommendations

(101) The Committee directs to submit the supporting documents
to substantiate the reply in respect of M.S Industries and S.N Granites
and Metals.

(102)The Committee directs to submit the present status of case
files in Hon’ble High Court of Kerala in connection with

Kunnumpurath Granites.

(103) The Committee directs to submit the chalan details in respect

of Libas crushers.
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2.6.4 Short remittance of tax

Under KVAT Act every dealer whose total turnover for a year is not
less than X 10 lakh shall be liable to pay tax on his sales at rates prescribed in
the schedule to the Act. Further as per the KVAT Act any dealer producing
granite metals with the aid of mechanised crushing machines may, at his
option, pay compounded tax at the specified rates. Under Rule 24 of KVAT
Rule, a dealer is required to submit quarterly/annual return in the case of
compounded dealers. The dealer has to submit the monthly/quarterly and
annual return, along with the details of payment of tax. Once the dealer has
submitted the return the assessing authority shall accept the return within
twenty four hours. Return acceptance through KVATIS by assessing
authority is a fully computerised process. There was no provision in the
software to -ensure the consistency in data available under tax due and tax
remitted. This resulted in acceptance of return by the System though the
entire tax due was not remitted by the assessee. Audit noticed from the
returns accepted by assessing authority that in six cases™ of six assessment
circles, the assessees short remitted I 59.19 lakh including interest as shown

in Appendix ITI(6). The tax district wise position is detailed in Table — 2.20.

Table -2.20

= N : ____Q in lakh)

Mavnpe of the Tax District ’ Mo, sf dealers | Total short remittance

of tax including interest
Depuly Commissioner, limuvamuuhapwam f ol l < el |
Deputy Commissicner, Jdukki J I .: 25,34 .
Beputy Commissioner, Thrissur ' 3 12.92 |
Deputy Commrissioner. I{uiia-yhm : 7 , 1 4 T e :
Total 6 EXTN

The benefits enjoyed by the assessees ranged from X 3.91 lakh (M/s
Rajumon Granites) to X 25.34 lakh (M/s Marthoma Granites).

This was referred to Government in May 2016. In the meeting with Audit

12 VSC Hollow Bricks, Marthoma granites, Scuthern Industries, Rajumon Granites, Prince Metal Products
and Neerakkal Granites,



48

(May 2016), the Additional Secretary (Taxes) stated that all the cases would
be verified and amount short remitted would be collected. Further reply has

not been received (November 2016).

[Audit paragraph 2.6.4 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31* March, 2016 (Revenue
Sector)}

[Notes received from the Government on the abov<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>