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INTRODUCTION

I, the Chairman, Committee on Public Accounts, having been authorised
by the Committee to present this Report, on their behalf present the 11th Report on
paragraphs relating to Commercial Taxes Department contained in the Report of
the Comptroller and Auditor General of India for the year ended 3ist March, 2011
(Revenue Receipts).

The Reports of the Comptroller and Auditor General of India for the vear
ended 3istMarch, 2011 (Revenue Receipis) was laid on the Table of the House on
6th March, 2012.

The Committee considered and finalised this Report at the meeting heid on
30-1-2018.

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

V. D. SATHEESAN,

Thiruvananthapuram, : Chairman,
30th January, 2018. Committee on Public Accounts.



REPORT
DEPARTMENT OF COMMERCIAL TAXES

Tax administration

The Commercial Taxes Department contributes a major part of the revenue
of the State. The revenue is derived from the assessment and collection of
different taxes like sales tax, value added tax and central sales tax which are
regulated by the Kerala General Sales Tax Act, 1963, the Kerala Value Added Tax
Act, 2003, the Central Sales Tax Act, 1956 and notifications issued by the
Department from time to time. The Department is under the administrative control
of the Secretary to Government, Taxes. The Commissioner of Commercial Taxes
administers the Acts and Rules, He is assisted by Joimt Commissioners,
Dy. Commissioners, Asst. Commissioners and Commercial Tax Officers. The
assessment, levy and collection of tax is done by Assistant Commissioners and
Commercial Tax Officers.

Trend of receipts

Actual Teceipts from VAT/tax on sales, trade etc. during the last five years
(2006-07 to 2010-11) along with the budget estimates during the same period is -
exhibited in the following table and graph.

(¥ in crore) |

Percentage

- of actnal | Percen
Percentage | Total tax )
Budget Actual e ] .| receipts  |tage of
Year Variation of receipts of

Estimates | receipts vis-a-vis wih
P variation | the State gro
. total tax | rate

receipts

2006-07 }7,930.38 8,563.31 (+)633.93 |(+).7.98 [11,941.82 |71.71 21.67

2007-08 [ 10,035.51 | 9,37L.76 [(-} 663.75 |(-) 6.61 |13,668.95 |68.56 9.44

2008-09 | 10,616.39 [1L377.13 | (+) 760.74 [(+) 7.17 [15,990.18 | 7115 21.39

2009-10 |12,733.94 12,770.89 | (+) 36.95 |(+)0.29 [17,625.02 | 72.46 12.25

2010-11 [15,125.69 |15,833.11 |(+) 707.42 | (+)4.67 .| 21,721.69 | 72.89 23.97
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We noticed that the Department was able to achieve a healthy growth rate of
23.97 per cent, the highest in the last five years, during 2010-11.

Assessee profile

The number of dealers registered at the end of 2008-09, 2009-10 and
2010-11 is shown below:

2008-09 1,59,207
2009-10 1,59,665
, 2010-11 1,69,298

We noticed significant increase (9,633) in the number of dealers during 2010-11. The
VAT collection from the top 50 dealers in the State was 34,610.75 crore which was 29,12
per cent of the toial collection. Out of the total dealers, 24,712 dealers constimiting 14.60 per
cent were paying tax at (.5 per cent under the category of presumptive {ax payers.
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Tax collection from KGST during 2010-11 was T 7,402.07 croee as per the Finance
Accounts prepared by the Accountant General (A&E). However, our analysis revealed that
tax as per the retums filed by five major dealers alone was T 7,36845 crore and the month
wise collection under the KGST recorded by the Department was T 7,243.64 crore. Henge,
the Department may reconcile the figures and rectify the difference.

Receipt of VAT per assessee

~ The receipt of VAT/sales tax per assessee during 2010-11 was T 9.15 lakh, which was
higherthanﬂucpteviousycax’sreoeiptofi?.ﬁlaldlby 136 lakh,

Arrears in sales tax assessments

TheDepMnmﬁﬁunislwdmeposiﬁonofanemsofasmmlmdersal&mx which is
as shown below: ' :

Opening balance 9,267
Addition during 2010-11 3826
incinding remanded cases

Total 13,093
No of assessments completed ) 6,947
Arrear cases - 6.155
. Current cases - 512
Remahded cases - 280
Closing balance 6,146

The Department completed 6,947 assessments under the KGST which was 53.05 per
cent of the assessments due for finalisation.

Wewommcndﬂ\ccovmmmmomuplaemmofﬂmmmhﬁngcasesina
fAudit paragraphs 2.1 to 2.5 contained in the Report of the Comptroller and Auditor
Gerneral of India for the year ended 31st March 2011 (Revenue Receipts).

Nowsﬁmﬂshedbyﬁchovcmmmtonﬂleaboveaucﬁtpamgmmismcludadas
Appendix II) ' :
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Weseddngexplmaﬁmmgmcﬁngﬂmmsmfavmiaﬁmmmeﬁguraemedby
the Audit and the reason for non-reconciliation, the witness, Commissioner of Commercial
TaxmdeposedﬂwlsimeﬂnoﬂcmnpaﬁesommibutedtowmdsCSTandVATa]som
_ addiﬁmmKGSTanditwuﬂdbcrecmxﬂbdaccumtelybyta!dngmmacommtmeanum
under CST & VAT, In this context an official from the office of the Accountant Gengral
pﬁintedwtﬂlalﬂmwasdiﬁamwmﬁgtMasmmlmeiptsasperﬂwmﬁledbyS
major dealers, constitute T 7368.45 crore and as per the records produced by the department
atﬂleAudittoﬂalammnttowmdsKGSTasperallass&ssmnwas??243.64m'eandﬂ1is
was not reconciled, the witness, Cmmmssiuna'ofCOHmwcialTax&s'repﬁedﬂlatadetajled
teplymaﬂdbeﬁmﬁshedmmeCmnnﬁneeaﬂde)dngﬂwmseprmaiy.T}mComnee
' aooeptedﬁmexplmwonﬁrmishedbymedcpamnmt

ZRegarcﬁngﬂmeauditobsenaﬁmmabmtmchmemeMVATISalcsmpcrassessec
during 2010-11, ﬂwdepammdeposeﬂmthﬂewasaMyhmse(IO%)mmceiplof
' VAT/Sales Tax per assessee and the Committee accepted the explanation,

3thnﬁleanmmneewughtﬂwpresmtposiﬁmwgmdjngKGSTasmnemsdm
witness, Commissioner of Commercial Taxes Department replied that about 48 cases of Pre-
VATpedod(2004—05)wmpending,amimostofﬂwmmsubjudiceh1nanml—lealso
supplemented that out of the Latest 1176 cases 753 belonged to the petiod of 2013-2014, To 2
qum'yofﬂlc(hrmnittee,mathownmchnmyhadtoberealised,relatedlopm-VATpaiod
_memumxepﬁmmmhwummmmmﬂyaﬁmmnpleﬁngﬂwmmtpmcess.
' RegMgmecﬁsdplhmyacﬁm,hﬁﬁmdagaimﬂmleastpaﬁmmdoﬁiwsmchmﬁnee
wastmdmmeuﬂicmwimwmplacedmdersumsimhadbecnmjmmtedwﬂm
semoehndlscqahnmyacnmhasbeenpcndmgmmmeComnuueeappmaatedﬂle
@armﬁtfwwﬁ@a;uw&a%ﬂ%mkmwumhamdﬁnmmdtmmﬁt
asﬂlecommmdahlcachievmmtofmedepmment

Conclusions/Recommendation

4.TheCmmﬁneedirectSﬂ1eTaxesDepmmfnromdmﬁngilmnediate
reomci]iaﬁonufKGST,(ETaMVATmmmﬁunmemmmﬁfyﬂwvmiaﬁmmm
tax figures,



Cost of Collection

The gross collection of revenue reciepts under the head, tax on sales, trade
etc., expenditure incurred on collection and the percentage of expenditure to gross
collection during 2006-07 to 2010-11 along with the all India average pemeniage
of expenditure on collection to gross coliection for relevant years are mentioned

below:
Year Collection | Expenditure on | Percentage of | All India average
' collection of | expenditure to | percentage over
revenue £ross the previous year
(% in crore) collection
2006-07 8,563.31 78.21 0.91 0.91
2007-08 | 937176 89.75 0.96 0.82
2008-09 11,377.13 102.59 0.90 0.83
2005-10 12,770.89 126.01 099 0.88
2010-11 15,833.11 115.61 0.73 0.96

.Source: Finance Accounts and Departmental figures.

. We are glad to note that the Department had reduced the cost of collection
by 8.25 per cent during 2010-11.

Analysis of collection

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

® iI-I{IDIB)

- Revenue head 2008-09 2009-10 2010-11
Sales Tax 5,881.97 5212.92 7,402.07
VAT 5,035.19 7,235.26 8,097.15

CST 425.38 292.94 310.42
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The above table indicates that during 201011 collection of sales tax increased by
¥ 2189.15 crore and VAT collection by ¥ 861.89 crore. We observed that the significant
increase of 41.99 per cent under Sales tax was due o steady increase in the price of pewroleutn
products during 2010-11 '

[Audit paragraphs 2.6 to 2.7 contained in the Report of the Comptroller and Auditor
General of India for the year ended 31t March 2011 (Revenue Receipts).

Notes furnished by the Government on the above awdit paragraph is included as
Appendix 1]

5. As the witness, deposed that the cost of collection recorded in the years 2010-2011,
and 2012-2013 were lower than the national average, but in 2011-12, it was a little bit more
than national level. The Committee approved the explanation submitted by the department,

6. Taking into account of the audit observation on the analysis of tax collection made
by the Accountant General, the Committee opined that four factors viz, furn over, rate of tax,
 inflation and efficiency administration, hugely affects the tax collection. Then the Committee
decided 1o recommend the Taxes Department that a statistical analysis should be done
regarding the individual contribution of the above mentioned four factors,

Conclusion/Recommendation

7 TlnCmnnnunednectsﬂleTamdeparmmwmnduMafaaodstausucalmalysm
regarding the individual contribution of the factors such as Turn over, Rate of tax, Inflation
defﬁaencyAdmnnsuanmlmlaxcoﬂecumandmmpmtﬂmmnatmeemhwt

Impact of audit
Revenue impact

During the last four years, we poinied out non/short levy, underassessmentfloss of
revenue, incomect exemption, application of momect rae of tax etc, with revenue
implication of ¥ 2,520.43 crore in 8,692 paragraphs. Of these, the Department/Govermment

accepted audit observations involving ¥ 1,200.30 crore and had since recovered T 20.06
me.'IhcdetaiIsaremouminﬂwfoHox}ringtable:



(T in crore)
Year of Audit { Paragraphs included Paragraphs Amount recovered
Report accepted
No. Amount | No. | Amount No. Amount
2006-07 - 1,004 309.17 179 250.50 108 ‘ 3.18
2007-08 . 1,055 334.37 299 | 24150 181 2.46
2008-09 Vol I | 2,181 459.11 341 32.77 203 9.40
2008-09 Vol I 1 295.24 1 116.93 - -
T 2005-10 4,451 | L122.54 | 657 | 558.60 588 5.02
Total 8,692 (2,520.43|1,4771200.30| 1,080 , 20.06

The recovery position as compared to the accepted cases during the last four years was
very low being only 167 per cent. The insignificant recovery of ¥ 20.00 crore against the
money value of T 1,200.30 crore relating to the accepted cases during the period 2006-07 o
-2009-10 highlights the failure of the Department in recovering the Govermnment dues
pmmptly.evminmpectofcasmacoeptedhyﬂ:m

[Audit paragraphs 2.8 contained in the Report of the Comptroller and Auditor General
of Indlia for the year ended 3lst March 2011 (Revenue Receipts).

Notes fumished by the Govemment on the above andit paragraph is included as
Appendix T] _ -

8 Constdering the andit observation that the Taxes Department failed to recover
Govemment dues promptiy even in the accepted cases, the Committee noticed that T 3.18
crore and ¥ 2.46 crore have only been realised against the targeted amount of T 250.50 crore
and T 241.50 crores respectively in the years 2006-07 and 2007-08, and commitiee asked
the reason for the marginal difference between the accepted and collected amount, the
witness, Commissioner of Commercial Taxes Departroent informed that the miajor portion of
the realisation was done by means of Revenue recovery proceedings which wese carried out
by Revenue Depariment and many cases were under court stay. So realisation of tax was not
so easy. But the Inspecting Assistant Commissioners of the Department had been collecting
50% above of the target assigned to them. The Committee expressed its anxiety and grave
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concem over the fact that only five percent of the cases pointed out by Audit had been
realised so far and the balance ninety five percent remains non collected. The Principal
Secretary, Taxes Department detailed the practical difficulties for the speedy enforcement of
revenue recovery proceedings. At this juncture, the Commitiee, directed the Taxes
Department that the records should be kept with regard to the reasons explaining the delay
involved in the effort to collect tax and recommended that stringent action must be initiated to
expedite the revemue recovery proceedings by the department. The witmess, Principal
Secretary, Taxes Department agreed to do so.
Conclusions/Recommendation

9. The Committee admonishes the officials of the Taxes department for their indolent
attitnde in realising amears even in accepted cases and the Committee directs that the
department should take stringent action to expedite the revenue recovery proceedings.
Working of internal audit wing

- The internal awudit wing (JAW) in the Commercial Taxes Department commenced
functioning from 1 June 2009. The wing is headsd by a Deputy Commissioner, three
Assistant Commissioners and six Commercial Tax Officers. During the year 201011, against
thetargetcfmlmilsZZmitswereauditedlcaving 110 units in arrears. The Department
attributed the arrears to the ceiling fixed on Travelling Allowance to Audit Officers. There
were 53 IRs with 755 observations involving T 80.94 crore outstanding (October 2011).
Further, during 2009-10 and 2010-11 there was no clearance of observations by settlement
which indicated poor response to the observations of IAW. The Department has niot prepared
a separate intermnal audit manual.

[Andit paragraphs 2.9 contained in the Report of the Comptroller and Auditor General
of India for the year ended 315t March 2011 (Revenue Receipts).

Notes fumished by the Government on the above audit paragraph is included as
Appendix II] _

10. With regard to the audit observation that the functioning of intemal audit wing in
“the Commercial TaxesDcpamne:uwa_sﬂimsy,dmCmnnﬁueeenqm:edthereasonfmmn
clearance of observation made by internal audit wing, the witness, Commissioner of

35172018
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Comdeaxesmphed&meven&wgh&mdeparﬂmﬂwashanicappedwmw
staff strength over the years, me:'ewasastgmﬁcammqeasemﬂmrpafmname He also
deta:ledthatﬂ'leyrnadeabout 1,333 audit observation in the year 2013-14 which involved
?lG?Scm:eand?aOGﬁaudﬂobsmrahmmfmryea:scontamedabmt?ﬁZmes.Toa
quayofﬂmConnnﬂeehealmclmﬁedﬂmtbﬁhheAndﬂandhtamlAudﬁngﬂAW@
mthcdepmnmnmommdmesamcandAudnAssesmegm&edepmﬁnemlm
comumtedbymoorpqaungdlepa‘sonalofﬂlelntanalwdnwmg. The Committee opined
lhmﬂerAWofmedepmmoouldfumuonmmeeffecuvdyﬂmnﬂwmchtwmgmd
mconmwndedmmﬂwhtenmiAuditWingshwldbeskmgmmwdbypmvuhngadeqmﬁe :
staff. TheCommneealsommtatedﬂlempmtameofmplemmm@AGmpmmﬂns
regard and dnectedﬂxatKVATlSmodlleMdbere-dwcked.Respomhngmmls,me
witniess, Principal Secretary, Tax&cDepamnmtmfomwdthatﬂlemcapamtyofthe
depmﬁnentneedmbeenhmmdsoasmmeetmemqmmmmt&hﬁﬁscmmCmmmee
directed that, the response of the department on the A.G. report on KVAT should be prepared
pounbypoungmngsupmnmpnmtymldopuwdﬂmuwwlddeﬁmtdybeahdpmghmdm
the Govemment,in terms of revenue collection. Endorsing the observation pointed out by the
Committee, the witness Principal Secretary, Taxes Department informed that the discussions
wmakeadylwldmﬂiﬂlercwmamemlmﬂmmgmd,mdﬁwdEpammwas
contemplating the formulation of a modnle enabling transfer ob audit observations directly
from the Office of the Accountant General to the concemned offices. Healsommhasnzﬂdlhe
medfmsﬁmgﬁlenmgﬂwmtamlaudumngmmedcpmunemandmstedfmmlg
mqmm!enumberofposlsfmﬂlemwoﬂlandefﬁnemﬂmmmgofﬂwMauchtmngm
the departiment. In this regard an official from the Office of the Accountant General informed
thatnoneof:heob]ecummwdbyIAWwascleamdemngmelaslMoms.The
Committee reiterated its eartier comment that the intemal audit wing in the Taxes Department
should be strengthened.

Conclusion/Recommendation

11 Tthonnm&eeobservedﬂmtnomofﬂwobs&‘vaﬂmofInlmmlAnanmg
during 2005-10 and 2010-11 had not been cleared by the assessment wing. The committee
opines that, the internal andit wing of the Taxes department need to function more effectively
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Therefore, it recommends that the internal audit wing should be stengthened by providing
adequatestaﬁmxldnactsﬂwdepaxﬁthoexpechtcacﬂonsmclwoutt}mobjechomrmsed
byttwAud:lthmhnntedmmﬁmm

Results of audit

In 2'010-11, we test checked the records of 205 units relating to KGST and VAT. We

detected underassessment of tax and other irregularities involving ¥ 944.66 crore in 3,152
cases which fall under the following categories:

T incrore)
SL. Categories No. of | Amount
No. o cases
1 { Compounding Scheme in Commercial Taxes 1 38.35
Department (A review)
2 | Utilisation of declaration forms in inter- 1 326.27
‘state trade (A review)
Value Added Tax
3 Turnover escaping assessment 878 156.51
4 Grant of irregular exemption 392 | 46.32
3 Application of incorrect rate of tax 258 %1.44
6 Grant of excess input tax credit 550 20.74
- 7 , Incorrect grant of concessional rate of tax 23 0.51
8 Non/short levy of interest 16 0.20
9 Other lapses 1033 | 28432
Total 3,152 | 944.66

The Department accepted underassessment and other deficiencies of T 66.22 crore in
750 cases, of which 332 cases involving T 50.94 crore were pointed out in audit during the
year 2010-11 and the rest in earlier years. An amount of ¥15.70 crore was realised in 522
cases of which 216 cases involving T 2.44 crore were pointed out during the year 2010-11,
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Two reviews on “Compounding Scheme in Commercial Taxes Department”
“Utilisation of declaration forms in inter-state trade”  with financial impacts of T 3835 crore
and ¥ 326.27 crore and a few illustrative audit observations involving ¥ 85.03 crore are
nwnumedmtlwfo]]omngpamgmph&

Introduction

“The Kerala Value Added Tax Act, 2003 (KVAT), Kerala General Sales Tax Act, 1963
(KGST), Central Sales Tax Act, 1956 (CST) mdﬂwnﬂmmadctlmwndagovemﬂaelevy
and collection of tax on sale or purchase of goods in the State.

DlmngmeKGSTpmod,dealasmcmmnevamnpmmmdmeshke]eweﬂay
wark contract, cooked food etc., were permitted to pay tax at compounded rates. This was a
mmphﬁedpmoedmemderwhﬂlmwasnmﬂawdmﬂmmwerofﬂledeale;ﬁrﬂ:e
assessment year. The tax payable under the compounding scheme was less than the fax
payablemderﬂlengMarschmandwasamacﬁvemﬂmdmlmmdhassleﬁeaﬂw
Government's intention was to attract more dealers into the tax net.

While introducing the KVAT Act in 2005, a scheme was included under Section 8 for
dcalasm“uksmnuaCLMauslmmﬁts,wokedfMVideocasseﬁe,nmdichwand
Jewellery. Similarly, dealers liable to pay tumover tax on sale of IMFL undier Section 5(20)
ofmeKGSTAmwaegwmanopummpaymxatcmmmdedmmbasedmﬂ}epmdme
vatue of liquor from ! April 2005 This was called the Compounding Scheme.

Organisational setup

TheHimipalSecremrymGovmnent(Tm)hcadsmqumﬂnmuatme
GovmnnmﬂevdandConnﬁssimismchargeofﬂlqumemmmqummmleveL
The levy and collection of tax under the KVAT. Act, 2003, the KGST Act 1963 and CST
Act, 1956 s adminisiered by the Commissioner of Commercial Taxes with the assistance of
Joint Commissioners, Deputy Commissioners and Inspecting Assistant Cotnmissioners,
AssiﬂantCmnnﬁssjomm(Assmsmm)andemndﬂﬁxOﬁommdehgmedwim
powers for assessment, levy and collection.
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Audit objectives

We cordncted the review to:

. meﬁidmmﬁeﬁecumofumwmmgmmamvmgmg
intention of its introduction.

* see the extent of compliance with the prescribed rules and procedures, and

*  identify potential sisk areas leading to leakage of revenue.
Scope and methodology of audit

We conducted the review during the period from December 2010 to May 2011 and test
checked the assessment records for the years 2005-06 to 2009-10 of dealers who had opted
for compounding in 32 assessment circles out of 102 assessment cirdles spread over nine!
revenue districts. We selected the samples by simple random number sampling method and
collected details of import of gold from Customs house, Air cargo complex, Cochin
International Airport at Nedumbassery and cross verified it with the assessment records of
respective importers. ’

We also test checked the registers and records maintained in Commissionerate of
Cmnnu-cialTaxeswwcllasinselectedemnacialTakesassesmtchtlmmt}msclected
districts pertaining to dealers paying tax under the compounding scheme and also cross
checked the data gathered from other sources ie, Customs house, KVATIS and TINXYS.

Acknowledgment .

We,aclumwledge the co-operation extended by the Commercial Taxes Department,
Customs house and Air Cango complex. We conducted an entry meeting on 24h January, 2011
with the Secretary to the Government and explained the modalities of audit, The views
expressed by the Secretary and the Commissioner of Commercial Taxes were taken care of.
We condueted an exit conference on 13th June, 2011 with the Secretary (Taxes) and explained
the important audit findings. The views of the Department at the time of exit conference and
ﬂleirmpmwsmowanies/obsewaﬁmmhavcbeenmcmpmaledmmcmpm.

1 Emakulam, Kollam, Kotiayam, Kozhikode, Malappuram, Palakkad, Pathanamthitta,
Thimvananthapuram and Thrissur,
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AUDIT FINDINGS
Trend of revenue

‘The following are the details of budget estimate and actual receipt of the Commercial
Faxes Department during the period 2005-06 1o 2009-10.

(% in crore)
Year Budget Actual receipt Percentage of actual
estimates - collection to budget
estimates

2005—06 200.01 7,037.97 85.83
2006-07 7,930.38 8,563.31 107.98
2007-08 10,035.51 937176 93.39
2008-09 10,616.39 1L,377.13 107.17
2009-10 12,733.96 12,770.89 100.29

Thcfoﬂwﬁugmthedetaﬂsofmvenﬁemﬁsedmdaﬂwoonmmdmgmme:

(f in crore)

Commodity | 2003-06 | 2006-07  2007-08 2008-09 2009-10

Gold NA 47.24 60.83 8394 n2.21

Metai Crusher # # 13.45 20.19 121.98
IMFL # 4826 66.03 06.44 120.51

#details though called for were not furnished by the Departinent

TTBComnussxomromennermalTaxesstatedﬂwtdctaﬂsofwukscontact,
medicine, video cassette and cooked food are not readily available.

The intention behind the introduction of Compounding Scheme was to bring more
dealers under the tax net and thereby enhance revenue collection. But we found that the
Department did not maintain a database of dealers who had opted for compounding. Hence,
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the Departrnent was unable to evaluate whether they were able to attract more dealers into the
tax net. Further, targets were not fixed for enlisting dealers and collection of tax. Due to these
reasons the Department was unable to clearly assess the impact of the scheme and modify it
for further improvement.

We recommend that the Govemment may develop a database of dealers who opt for
amlpmmdng,mﬁxamrgaf«mﬂecumofmmmeschmmﬂmlaIyseﬂdema
scnenhﬁcrha:mtoreﬁmmcscham

[Audit pamagraphs 210 to 2.11.6 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2011 (Revenue Receipts).

Notes furnished by the Government on the above audit paragmph is included as
Appendix II

12. With regand to the audit observation, the Committee asked the reason for
non-existence of a system to watch the revenue realized under compounding scheme category
wise, the witness, Commissioner of Commercial Taxes Department informed that
compounding has been done through KVATIS at present. In this context the Committee
remarked that necessary modifications should be done in the KVATIS to generate the
category wise details of revenue realised (Compounded and non compounded). :

Conclusions/Recommendations

13 The Committee observes with concen that, non-maintenance of database of dealers
who opt for compounding and notification of targets for enlisted dealers and collection of tax
disabled the department to clearly assess the impact of compounding scheme. Therefore the
Committee recommends that necessary modifications should be made in the KVATIS 1o
germateqaregaywmedemﬂsofmvenuemahsedundcrcmpaundmgasweﬂasnm
compounding schemes.

WORKS CONTRACT
Incorrect grant of permission to pay compounded tax

Section 8 (a) of the KVAT Act, 2003givesanoptim1toawmksomtmctmtopaytax
at the rate presaibedﬂlexeundermﬂ)ewholeoonhaamceiplinmdofpayingtaxin
accordance with the provisions of section 6 of the Act. Under Rule 11 of the KVAT Rule
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2005, the contractor is required to file an application in Form IDA along with a copy of
agreement executed with the awarder of the contract and the work schedule for availing the
benefit of the scheme. Further, Rule 24B stipulates that contractors who undertake
construction or development of flats etc., should file a declaration in Form 49 c(mmmmgthc

details of engoing projects, transfer of apartment etc.

We test checked the assessmentrecmdsofSlcmuactmsmﬂnec?mmntchcm
and noticed that in 16 cases the applications filed were not accompanied by the documents
Tequired under Rule 11. However, the AA accepted the applications and accorded permission -
for payment of compounded tax instead of rejecting the same and levying tax under section 6
of the Act. This resulted in short collection of tax of T 6.80 crore, |

We pointed out the matter and the Commissioner opined that permission granted was
conditional and the copies of agreements would be insisted upon at the time of submission of
final return. The reply is not acceptable as Rule 11 (1) read with (1A) stipulates that application
for exercising option for compounded tax under Section 8 shall be filed within 30 days from
the date on which the contract in respect of which such option filed is concinded. Along with
the application the dealer shall furnish a copy of the agreement executed by the contractor
with the awarder and work schedule. '-

Section 8 (a) of the KVAT Act 2003, envisages that the benefit of payment of tax
under the said section should not be applied to any work contract where the transfer is in the
form of goods. The Supreme Court of India had ruled® that the work of supply and
installation of elevator is not a work contract and hence not entitled for compounding,

We noticed that M/s Infosoft Digital Designing Services (F) Lid, an assessee on the
mﬂsofcm,mkddmle,ﬁﬁmvanmﬂ)apmwnmdmdokaomuaawukwhidlwasmme
nature of transfer of goods ie. “Suppty and installation of flight information display syseem”
and received ¥ 117 crore during the year 2008-09. The AA, however, permitted the
contractor to pay compounded tax of T 3.51 lakh,

2 CTO(WC) Kottayam, Mattancherry and Thrissur.
3 Kone Elivator {Endia) Ltd,, V/s State of Andhra Pradesh [140STC22(SC)].
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Since the contractor transferred materials in the form of goods and the insiant case is
stmilar to the Supreme Court judgement cited above, he was not eligible o opt for the
compounding scheme. The incomect grant of permission resulted in short levy of tax of
1227 ek (including interest).

Wepuintedoutﬂlematterm_)dﬂleAAstatedﬁlatmcwmkfmmsapanofaconmosite
contract which includes floorceiling/wall mounts as per site requirerments and hence that will
not fall under the category of transfer in the form of goods. The reply is not acceptable since
out of the total contract amount of ¥ 176 crore, ¥ 163 crore (nearly 90 per cent) related to
cost of equipment and only the balaice of T 0,13 crore related to installation charges, which

was incidental to the main contract.
Application of incorrect rate of compounded tax

Section &a) of the KVAT Act 2003, as amended by the Kerala Finance Act 2008
. specifies the rate of compounded tax payable by contractors having registration under the
CST Act, 1956 as eight per cent of the whole contract receipt. It has further been provided
: .mderthesa.idSectimﬂlalinthecéseofanyworkoovemdundertheabovepmvisoswlﬁch
renminsmwxecutedﬁlﬂyorpmﬂyatmemdofﬂ]eyear.ﬂneconuactmsha]loonﬁnuetopay
mmmp;aofmchwuksmmmmmmmmsimbf&ﬁsdm.

By the Kerala Finance Act 2009, futher provision has been inserted under Section %(a)
of the Act to the effect that in respect of works which commenced prior to 1st April, 2008 and
which remains parlly unexecuted as on It April, 2008 the contractor shall pay tax at the
rdles as it existed prior to Ist April, 2008 ¢l the completion of woik, or up to 31st March,
2009 whichever is earlier. This provision came into effect from Ist April, 2009 and is'not.
applicable for 2008-09.
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We found from the assessement records of four assessees in four works contract circles
that the amount of compounded tax remitted for the year 2008-09 by these four works
contractors was not at the rate prescribed, resulting in short remittance of tax and interest
amounting to ¥ 6.64 crore as detailed below:

Name of Name of | Amount Tax |Tax due Short Interest
- Dffice assessee - of remitted | @8% | remittance due
| contract (incloding
receipt cess)
Tin lakh
CTO (WC) | Oceanus |
Palakkad Dwelling | 1,786.53 | 7146 | 142,92 72.18 14.44
{P) Ltd.
CTO (WC(C) Sargam
. 1 4 . . .
Mattancherry | Builders 139.73 19 1118 _7 06 1.48
CTO (W(C) Assest
Emakulam H°‘Efds ®) | g125.50 | 194.99 { 650.04 459.61 | 96.52 |
CTO (W(C) Btech
Pathanamthitta| Builders 199.02 5.97 16.08 10.21 2.53
‘ Total 549.06 |114.97

Ms Vellappally Construction, an assessee on the rolls of CTQ (WC), Kottayam having
registration under the CST Act, opted for payment of tax under the compounded scheme and
the AA permitted to pay compounded tax vide orders issued during October 2009. The
assessee filed anmual e for the year 2008-09 in form 10B disclosing a total contract
receipt of T 5.02 crare. Out of the total contract receipt, T 4.96 crore was taxed at the rate of
four per cent on the ground that it related to ongoing projects and the balance of € 5,53 lakh at
the rale of eight per cent. Our scrutiny of the accounts of the dealer filed with the Department
revealed that during the year the assessee received ¥ 7.58 crore which related to new contract
entered during the year 2008-09 attracting tax at the rate of eight per cent. Thus the AA did
not notice the turnover that escaped assessment as well as application of incorrect rate of tax,
which resulted in short remittance of tax of T 50.15 lakh (including cess and interest).

351/2018.
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Irregular grant of exemption

Section &(a) (if) of the KVAT Act inserted by Finance Act 2009, provides that any
works contractor having registrafion under the CST Act or an importer as defined under the
Act.dpﬁngforpayrmntofmxmﬁﬂ'ﬂ;eomlpmmdingschcmshowdpaytaxatthermeof
ﬂueepercemofmeconnactmceiptaﬁerdeducﬁngthepmdzasevalue of goods effected by
wayofmterstatepumhammdfu'ﬂlepmr:hasevalmofgoodssodeducwdshmﬂdpaytaxat
the schedule ate applicable to such goods.

We noticed that M/s KMC Construction Ltd,, an. assesee on rolls of CTO (WCO),
Mattanchery who opted for payment of tax under the compounding scheme did not remit the
tax due on goods valued T 6.41 crore purchased interstate and transferred through works
contract duting the year 2009-10, This resulted in non remittance of tax of ¥ 60,57 lakh
{including interest). However, we noticed that the assessee had disclosed ¥ 3158 lakh as
output tax due on “others™  details of which are not ascertainable,

We observed that in the following cases, tax was computed on the contract receipt after
deducunglabmndmrg&sﬂmmaeadofmﬂwmmeconmwﬂusmﬂlﬁdm
short computation of tax of ¥ 25.99 lakh (including interest) as detailed below:

n 2 3 (¥ (5 1£)]
Name of Name of - | Contract | Amount | Tax due Total
office assessee/year receipt deducted (including)
towards Cess @ one
labour per cent for
' 2008-09 and
2009-10 /interest
{Tin lakh)
CTO, WC, |Swaraj Builders
Thrissur 200607 | 110.49 | 102.65 2.05 2.97

0.92
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(1 2 3) (4) (5 (6 1
200708 | 11954 | 96.65 193 .| 2.57
: : 0.64
2008-09 12439 | 3775 114 138
0.24
2009-10 84.95 73.18 2.22 2.42
0.20
CTO, WC, | Geogy George | 531,71 54.47 163 1.96
Palakkad 2008-09 0.33
CTO, WC, |SOJ Associates | 76.66 69.77 2.11 2.47
Kottayam 2008-09 ' 0.36
Sanoj Mathew | 770.89 101.50 3.08 3.57
2008-09 0.49
SouthIndia | 19232 | 11186 3.39 3.93
Foundation 0.54
2008-09
Works RDS Project | 6,158.60 | 97.50 3.90 472
Contract, Lid. - 0.82
Ernakulam 2007-08
Total 25.99

We verified the cases locally and found that exemption claimed s labour in these cases
waemlfmsepmmhbmmnmbmwmpmofeomposibeommm;dercmnpammg

scheme. The exemption allowed from the tumover was not correct

Since the Department is ﬁﬂlycanputmisedandmmﬁledonﬁm,Govmmmnmy
cmmidabdldingavaﬁdaﬁmhﬂiewﬁwmbmﬂutﬁbmkscmmmfm
mpomﬂhgmemtpmmmdmclaimmydeducﬁonodwﬂmnfmpawnmmsubcmm
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Turnover escaped assessment

From the annual retums filed we noticed in the case of twelve contractors opting for
payment of tax under the compounding scheme that the contract receipts returned was much
1msermm{mmmmulmgmmm:ummofm of ¥ 4.65 crore (including
mterest)mdetaﬂedmﬂlefollowmgtable

4] 4] (3) (4) (5) (6) (7
Name of | Name of Year/ Contact | Tumover Tax Total
Office | Contractor { Contract | receipt as | escaped | due/Interest
receipt | per A/cs due
returned | ( Tin lakh)
CTO0, M/s | 200506 184.65 | 23.53 0.47 0.73
Works |Jayakrishnan| 161,12 0.26
Contact & Co. -
Ernakuiam 2006-07 | 260.17 | 69.23 1.38 1.99
190.94 . 0.61
2008-09 | 604.08 | 128.40 3.89 4.67
475.68 0.78
NJK | 2006-07 | 62121 | 149.87 3.00 4.32
. Builders | 47131 1.32
{
®LU | 500708 | 68250 | 28479 | 570 7.52
397.80 182
Asset | 2006-07 | 1,443.88 | 137574 | 2751 | 4007
Homes (P)| 68.14 | 12.66
Lid.
CTO, K. 2007-08 | 210.36 | 69.83 2.10 2.41
Works | Mosakutty | 140.53 _ ' 0.31

Contract
Malappuram
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0 (2 3 (4) (5 (6 )]
CTO, Thalapala | 2008-09 | 644.64 | 572.03 23.11 23.50
Works | Engineering| 72.61 ' ' 0.39 '
Contract | company

KOUayam | wexco | 2008-09 | 1,837.39 | 850,33 | 6871 | 80.39
Homes (P} | 987.06 11.68
L1 2007.08 | 184933 | 73557 | 2942 | 3795
1,113.77 8.53
Home 2008-09 | 344,57 | 227.51 6.89 8.06
Basics 117.06 L17
Shaji 2007-08 | 1,232.15 | 114.60 2.29 3.02
Mathew | 1,117.55 0.73 '
CTO, Hilite | 2008-09 | 4,912.15 | 2,454.02| 198.28 224.06
Works builders | 2,458.13 25.78
‘Contract,
Kozikode _
CTO, TVN | 2008-09 158.42 6155 1.86 2.23 -
Works | Properites | 96.87 0.37
Contract,
Mattachery
CTO, Pentark | 2008-09 | 576.49 188.13 15.20 18.09
Works Builders | 388.36 2.89
Contract, and
Thrissur { developers
Trichur | 2008-09 | 2,014.48 | 16139 4.81 5.81
builders | 1,853.09 1.00
Total

464.92
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Shri Mohan Matew, Neelettu construction, a works contractor on the rolls of CTO
(WC), Kottayam opted for payment of tax under the compounding scheme for the year
2009-10 and filed retm in form 10B disclosing contract receipt of ¥ 4.05 crore. Scrutiny of
the assessment records revealed that the contractor was issued certificate in form 20E for
receiving contract amount of 34.24 crore without TDS from three awarders, However,
contract amoint retumedd as received from the said three awarders was T 47.90 lakh only.
Thereby contract amount of ¥ 3.76 crore had escaped assessment. This resulied in short
remittance of tax of ¥ 11.38 lakh (at the rate three per cent+cess).

The Government may consider prescribing minimum percentage of the certificates
ﬁ]edbywmksoonﬂacmalmg“immumsmbecheckedfcmssveﬁﬁedbyAAfor
exemption from TDS etc,

Omission to forfeit the illegal tax collection

Section 3((2) of KVAT Act 2003 restricis works contractors paying tax
under Section 8(a} of the Act from collecting tax up to 3lst March, 2008. Section
72(1) of the Act provides to forfeit to Government any sum collected by dealers
by way of tax in contravention of seetion 30(2). '

We noticed that the following works contractors, who opted for payment of
tax under the scheme, collected tax as evidenced from accounts as well as from
the agreement entered into with the awarders. The AA did not forfeit the amount
collected'by way of tax of ¥ 15.60 crore to the Government as detailed below:

(¥in lakh)
Name of office| Name of Year | Contract Tax Interest | Total -
' assessee ' receipt | collected
(n (2) (3) (4) (5 (6) (N

Mather |2005-06| 2,687.50 94.91 | 56.00 | 150.9]

CTOWC) | Projects | 5006 071 535099 | 182.63 | 85.93 | 268.76
Ermakulam

2007-08 | 8,469.67 | 338.79 | 118.58 | 457.37
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Novel (200506 83951 | 1679 | 9.9 | 26.70

Villas 1 2006-07| 1497.97| 2996 | 14.08 | 44.04

2007-08! L,721.64 | 34.43 | 1205 | 4648

Korath | 2006-07 | 3.04 | 143 | 447

Gulf Links | 5467.08 1451 | 508 | 19.59

Kent [2006-07| 28558 | 6.57 | 3.09 | 9.66

Construe | 3007.08| sases | 3383 | 184 | 45.67
tion

Desai | 2005-06| 4,42177| 88.44 | 5218 | 140.62

Homes | 2006-07{ 5,747.48| 114.95 | 54.03 | 168.98

2007-08| 5893.76 | 117.88 | 41.26 | 159.14

CTO (WC) | Tropicana | 2007-08{ 380.03 | 7.61 | 2.82 | 1043 -
Pathanamthitta| Reality
Developers

B-Tech [2007-08] 262.94 | 528 | 195 | 7.23
Builders

Total 1,560.05

We pointed out the matter and the AA replied that agreement contains a clause for
payment of tax including sales tax, but the clause by itself is not the basis to conclude that the
dealer has collected tax from the customers. The reply is not acceptable as the contract
agreement clearly specifies the payment of tax to be paid along with each installment. Further,
while applying for compounding the dealer had filed the copy of the agreements which
clearly indicated the element of tax payable to the dealer by the purchasers.

 [Audit paragraphs 2.1L7.1 to 2.11.7.5 contained in the Report of the Comptroller and

Auditor General of India for the year ended 31st March, 2011 (Revenue Receipts). _
Notes furnished by the Government on the above audit paragraph is included as

Appendix II]
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14. Regarding the audit observation about incorrect grant of permission to
pay compounded tax, the committee accepted the explanation furnished by_
Departmént. ’

15 With regard o the audit observation that the contractors viz. Mjs Oceanus
Dellings (P) Lid., M/s B-Tech Builders, M/s Sargam Builders, Assets Homes (P) Lid., and
MfsVeﬂappaﬂysumhadmcmecﬂymﬂuedﬁEmnamtafommmdﬂdmfmﬂw
year 2008-09, as against the prescribed rate that, resulied in short remittance of tax and
interest amounting to ¥ 6.64 crore, the Commitiee sought the explanation regarding the same.
In the case of Mfs Oceamis Dwellings (P) Ltd., there was variation of figures booked by the
audit. T this regard, the witness, Commissioner of Commercial Taxes appraised that M/s
Oceanus Dwelling (P) Lid, had different projects which were compounded @ 4% and @
8% and accordingly tax was caleulated separately and difference pointed out by Audit might
be due to the calculation of tax at flat rate of 8% for all projects. The cases of M/s B-Tech
builders and M/s Sargam Builders were pending and mistake occurred in the annual andit
staternent of Asset Homes (P) Ltd had been rectified subsequently. Regarding, M/s
Velappally Construction, the Commitiee sought the reason for the short remittance of tax of
250.15 lakh, an official from the Office of the Accountant General detailed that as per the
statements filed by the firms, there was huge variation between the opening and closing
balamesdndasperﬁwmbnﬁueddamaﬂ'ﬁlemgoingpmjecmwommkwdmﬂwyw
2007-08 and new projects were started from 2008-09 and tax was calculated accordingly. In
this context, the Committee directed the Taxes Department o furnish a clear response to the
audit objection and the witness, Commissioner of Commercial Taxes agreed to do so.

_ _16. Regarding the irregulafr erant of exemption to M/s KMC Constructions
Ltd., the Committee was informed that an amount of ? 2,43,72,497 was allowed as
subcontract which was not included in the original returns submitted for audit. The

'CCT submitted that the AA reported that documents to prove subcontract was
available with firm. The Committee accepted the explanation furnished by the
Department. | '
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17. With regard to the audit observation that irregular exemption on labour
was claimed by M/s Swaraj Builders the Committee wanted the details, and the
wimess, Commissioner of Commercial Taxes Department replied that deduction
was done on the basis of separate labour contract. In this context an official from
the Office of the Accountant General intervened and informed that large amount
- of money seems to be deducted as labour component in compounded cases and
opined that eventhough separate labour contract was liable to tax in the case of
composite contract labour component could not be deducted in compounding. But
since documents were not available for auditing they could not ascertain the exact
position. In responée to the comment made by the Accountant General regarding
the non availability of document, the Committee directed the department fo
produce the documentary evidence before the Accountant General to counter the

comments and the witness, Commissioner of Commercial Taxes agreed to do so.

18. To a query of the.Committee, about the recollection of the amount exempted
MBglﬂmiymGeogyGemge(mO&OQ.CTU(WC)PalakkadﬂleOCFasswedMSuMﬁtm _
repat for verification by AG at the earliest. '

19, In the case of Soj Associates, the committee directed the department to submit the
documents an labour contracts to AG immediately.

ZOEﬂwcaseofN]KBuﬂdgls(P).Ltd.,anoﬂicialfrmn&wofﬁccofﬂ'ierommtant
General firmly stood for the reconciliation of figures booked in the Accounts and Tax retums
in order to asceriain the quantum of amount escaped from assessment and the witness
Commmmoner of Commercial Taxes agreed with the suggestion made by the Accomtant
General. -

21. With regard to the audit reference on M/s Assets Homes Pvt. Ltd., CTO
(WC) Emakulam the Committee reiterated that the opinion from the Law
Department regarding whether land value need to be taken into account for the
caleulation of tax should urgently be secured to settle the issue the witness

Commissioner of Commercial Taxes agreed to do so.

35172018,
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" 22. With regard to audit objection in respect of Shri Mosakutty,
Moothadathu House, Morayur, Malappuram, Home Basics (2008-09%) CTO (WO)
Kottayan"rn, Shaji Mathew (2007-08), Hilite Builders (2008-09y CTO (WO)
Kozhikode, JUN Properties, Mfs Pentark: Builders and Developers for the year
2008-2009, M/s Thrissur Builders (2008-09), Shri Mohan Mathew, Neelettu
Construction, the committee accepted the explanation furnished by the

department,

- 23 With regard to Wexco Homes (P) Ltd., the CCT appraised that the fimn regularly
pay tax every year, but cumulative figures were shown in the account statement. But the
rqxwmaﬁveﬁomﬂwOﬂiceofchocmmthmualmmnedﬂmtcmnMaﬁveﬁgme
could not be shown in the accounts, it should be: for the year receipis’, Then the Commitiee
-ditected to submit a detailed reply, the witness, Commissioner of Commercial Taxes
Depmtagrmdmdoﬂlesamﬁw&mmneewasalsohfmmdﬂmﬂwcaseof
'IhalapalaEngineeringRRprweedingswasmcmnpldﬂd. :

M.ﬂmCmmﬁﬂeewasmfamedﬂmﬁwmxmﬂeaedmﬁonedinfmm 13A was not
acuwﬂymﬂecﬁadmx,but-it-wasﬂ:emxdmm-of&muansfavalueofnmwls' and an officiaf
from Office of the Accountant General submitted that the firm had not produced any document to
'mﬂmﬂeﬁgmewasmmglyanemd.ﬂmwm%missimof%umaﬁxm
Depalﬁmntasmnedtor&exmﬁmﬂiecaseaspaﬂtdireaimbyﬁwcm

! Conclusions/Recommendations

25 The committee realises mattaxe?asionhasbeenooanIEdeanycasasclueto
ilmrectapplicaﬁonofoornpmmdingtaxrateasweﬂasmmovm Therefore the Committee
mgesme-TaxequJammloﬁmﬂshaconmrehemivereeregdegﬂmesysmofﬁx.
cmnpamdingmdnmmverassessnwm“&mspacialmphasismdmmeasmwcmmil
Tevenue lapse. -

MECHANISED METAL CRUSHER UNIT' [SN B(B)]

Incorrect computation of compounded tax

The KVAT Act allows dealers producing granite metal with the aid of mechanised
aushjngurﬁtmpaylaxatmcmtcssPeciﬁedmﬂerSecﬁon &(b) on the basis of the jaw size of
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ﬂwcrushmusedby.them'lheAd,asitstoodtptoSlstMaxdl,2008,;mvidedfmlevyof
' mxonpﬁmyaushas‘atmemteofmpacemofﬂmmmssmdﬁaiinamudm“&m
jawsizc,ﬂmebyaswsshgeachmdev&yﬁﬁnmyauﬂﬁnguﬁLﬁwAﬁwasmded“dﬂx
eﬂea&mnAprﬂ2009.Thc'MhﬁstcrfmFmanoemﬂwbudgetspwhclmiﬁed:“ﬂw
miendrmmwasmadebclemdoubtmgmﬁngtaxonp&mryaushmmdmadepﬂmy
crushers as a whole for the purpose of computation of compounded tax, 2t the rate of 50 per
cent of the aggregate of the tax payable on secondary crushers™”,

MJs K K Rocks and Granites India Pvt. Limited, a mechanised metal cursher wnit on
memllsofCI‘O,mhﬂcimle,ﬂﬁmvmmﬂmpumnhadoptedforpaymntoftaxmder
sectionSfb)ofﬂ'neActfm‘ﬂwyear2007-08.'Iheunit‘posseamdamuuslm'ofjawsize
36" X 8§ which is classified scparately from 2007-08 onwards as it is neither a primary
nor a secondary crusher on which tax was paid at the rate of ¥ 3.60 lakh (secondary crusher)
instead of a the correct rate of ¥ 7.50 lakh resulting in short remittance of tax of T 3,90 lakh,

We found from the inspection report dated 4th July, 2008 available in the records of
CTO, Thiruvalla that Mfs Panachayil Inhstries was in possession of 14 metal crusher units,
which they opted for compounding in 2008-09. However, in 2009-10, they opted for
compounding of nine crusher units only. 'IheAAhadnodetmlsregm'dmgchsposalofplant
mﬁnmdnnm'ybymedealaandhmﬂnmauerneedsmbeuwesugatedasmWhemaﬂm
- was short levy of compounding tax during 2009-10.

Non-considémtion of addition made in ﬁxed assets (Plant and machinery)

We test checked the acoounts of metal crusher units, and noticed that in the following
mses,omamdmbleadchummﬁxedassel(ﬂmnmdmacmm)wasmnmdfmmnngﬂw
years. mass&ssmgauﬂmu&sdldmascammwlwﬂm&waddmmwasduempwchaseof
crusher units. Considering the huge amount of addition made in the fixed asset, the possibility
of indisclosed crusher unit in these cases cannot be ruled out. This requires detailed enquiry
by the AA. '

4  Primary crushers are crushers in which rocks upto 5ft by 4ft by 41t in size were crushed to size of
12 inches or smaller.

5 A secondary crusher, the crushed stone passes over a screen and the metal is again crushed into
smaller size.
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SL Name of Office Name of the assesee Year Addition

No, | ! made to fixed |
asset during
the year (¥ in
lakh)
-1 CTO, 3¢ Circle, | KK Rocks and Granites | 2007-08 41.50
Thiruvananthapuram | India (F) Ltd.

2008-09 174.02

2 | Special Circle, |M/s Thomson Granite (P)| 2009-10 | 2346

Thrissur Ltd. _
3 | CTO, Angamaly M/s Poabs Granite 2008-09 1,466.59
Products (P) Ltd,
4 | CTO, Thiruvalla M/s Panachayil 2006-07 |  135.43
: Industries 2007-08 300.54

2008-09 309.84

We recommend that the Government may consider issuing instructions for periodical
inspectimofmemlaushm-mﬂtssoasmasca'tainﬂmmmberofurﬁtsmmcposs&ssimof&m
assessee. :

[Audit paragraphs 2.1L8 contained in the Report of the Comptroller and Auditor
General of India for the year ended 3lst March, 2011 (Reveniie Receipts).

Notes fumished by the Govemment on the above audit paragraph is inciuded as
26. With regard to the audit observation about M/s K. K.Rocks and Granites
India Private Ltd., the Committee was informed that part of the additional derand
was collected and the balance was to be realised. In this regard an official from
the Office of the Accountant General remarked that the departmental figure and
 the figure shown as assessment in the returns were different. The committee

directed the Accountant General_to verify the documents, and the Accountant
General agreed to do the same. '
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27. When the Committee sought the present position of the case, of M/s Panachiyil
Industries an official from the office of the Accountant General informed that the firm opted
compounding of nine crusher units in the year 2009-10. But they were in possession of
fourteen units in 2008-09. The department did not even verify the reason for the reduction in
the number of units before giving permission for compounding. In this context the Commitiee
directed to submit revised reply regarding the same, incorporating the details of five crusher
units, the witness, Commissioner of Commercial Taxes replied that directions had been
issued to the officials of Pathanamthitta Districts in this regard.

28. Regarding the lack of system to verify the nature of addition or reduction
of machinery periodically, by the crusher units the Committee decided to
- recommend that Taxes Department should conduct the periodical reconciliation
regarding the number of crusher units by verifying the relevant records maintained
by the Pollugion Controi Board (PCB). ’

29. Regarding the objection raised against M/s Poabs Granite Products (P)
Ltd., audit observation, the Coramittee enquired that how the expenditure relating |
to sister concern would be accounted in assessee account, an official from the
office of the Accountant General detailed that, since the sister concem mentioned
was a separate entity located in Tamil Nadu and it could not be accounted in the
present account maintained in Keraia. The witness, Commissioner of Commercial
Taxes apprised that the registration of all firms of that dealer in Kerala were in the
name M/s Poabs Granite Products but with different TIN numbers. When enquired
whether the department had checked the places of functioning of the units, the
CCT submitted that it would be verified at the check posts by the Invoice
Assessing Authority and accordingly difference was noticed. In this context, the
Committee directed the department to verify and submit additional information
regarding it, and the witness, Commissioner of Commercial Taxes agreed to do so.

30, When noticed that Tax was not yet collected from M/s Panchayil Industries,

Thiruvalla the Conmitiee directed the department to collect the amount of tax due towards
the entity immediately. '
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' Conclusions/Recommendations

31. The Commitiee opines that it is the clear example of the iesponsibility of the
officials of the department that the department allowed compounding in 2009-10 neglecting.
five units that missed out from previous year. Therefore, the Commitiee directs to submit a
revised reply incorporating the details of five missed out crusher units of M/s Panachayil
Indstries, Thirevalla,

32. The committee recommends that Taxes Department should conduct periodical
reconciliation regarding the number of plants and machinery in possession with the metal
crusher units by verifying the relevant records maintained by the Pollution Control Board,

33. The Committee also directs the department to furnish a detailed report on the
audit findings against metal crusher units and urges to realise the short remittances of tax at
the eartiest. '

DEALERS IN ORNAMENTS OF GOLD etc.
Loss of revenue due to the introduction of compounding scheme

The Hon'ble Minister for Finance in his revised budget speech for the year 2006-07,
observed that the rate of tax on jewellery was four per cent under the KGST Act, 1963 and on
introduction of KVAT Act 2003 with effect from April 2005, the rate of tax was reduced fo
one per cent. Further, the Minister noticed that the trade did not reciprocate the reduction in
taxmtebyshowingsufﬁdentgmwﬂlmunmvu‘whichmultedmmm'lfallinrevenucdming
2005-06 compared with that of 2004-05. Considering the fact that the Jjewellery market is a
vibrant sector in Kerala with gold prices reaching record highs and in order to share the
[mspaityofﬂmdealmdwhﬁmaerpmpmedmmmdmeacmnpamcﬁngschemefm
jeweHmThcmposalmnwdewasMplcmaﬁedbyﬂwKaalaFMeAﬁZOO&waeby
ﬂwncumalratcoflasthmasedtopreroentw&lheffectﬁmn]uly 2006. According
to the new scheme, dealemmjeweﬂaywerepermttedtopaytaxatthemteonOOperoem
ofﬂxemaxlmumamomtoflaxpaldfcranyoftheprewouscmmcmwthreeyears.ltwas
ﬁmherpmvﬁedthatwlmadcalerhad_pmdmxLmda'tlwschmnedmmgayear.
ommnﬁedmxpayablefmﬂlesuooeeding_ymrshmddbeIISperoentofthetaxpaidunder
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meschmneduﬁngmepmviwsyear. 'Ihusbyavailingthepmviso,ifadeala‘hadpaidlax
underlheomnpmmdingsdlemefm'ayear,forﬁwsubsequemyear,addiﬁonalmbtm
wuﬂdmﬂybeISpm-oentmmeﬂlanﬂiatdmﬁgﬂaepwviousyw. Again, by the Finance Act
ZOO&ﬂlerateofcompmndedtax_wasmduoedtOISOpamﬁmn 200 per cent with effect
from April 2008, Theprioeofgoldhadmbsmnﬁallyapmeciatedmdngﬂlepedodﬁmn
2005-06 to 2009-10 at the compounded rate of 2197 per cent.

_ Frcnntheabovedetaﬂs,iwouldbeseenﬂ:attheaddiﬁonaltaxbmdenofﬁpunentfm
&wmooeedingyeafwasmtevmcapableofmvamgﬂlemduemdwmmm.

_ Further, trade in gold jewelery increased substantially during the period. However, we
‘noﬁoedﬂmtﬂledealaﬂslinﬁtedﬂ)eiraddiﬁonaltaxbm'dmk)15percembyavailh1gﬂle
scheme which could cover turnover much less than the actual defeating the spirit behind
implementation of the scheme, ie sharing the prospetity of the dealers. Rather the scheme
becameataxsaﬁngoneﬁotheasmes,asdemﬂedbelmv: '

(T1in lakh)
Sl | Name of Assesee Year Sales t/o as | 115 per cent Tumovcr_l
No returned ofthe | escaped
(percentage of | previous | due the
increase) year t/o |compound
' actually ing

covered scheme
under the | [(4)(5)]

_ scheme
(H : (2) (3 (4) (5) (6)
1 | . Malabar business | 2006-07 1,645.32
centre (P} Ltd.,

2007-08 | 4,184.22(154) | 1892.12 | 2,292.10

Palakkad
' 2008-09 13,972.22 2,175.92 [ 11,796.30

(234)
2009-'10 18,981.82 (36) | 2,502.31 16,479.51




3

6\ R ¢ (3) (4 (5) (6)
2 | Al Ahali business | 2006-07 |  1,539.32
wrade links Thrissur | 507 08 | 3,008.85(96) | 1,770.22 | 1,238.63
2008-09 | 6.64L13(12D) | 203575 | 4.605.38
2009-10 | 8794.57(32) | 234Lit | 6,435.46
3 | Bhima Jewellery, | 2007-08 |  21,485.26
Thriravananthapuram | »00¢ 09 | 24,605.66(14.5 | 24,708.04 | (-) 102.39
2 3
2009-10 | 50.507.15 | 28,414.25 |22,092.90
(105.27)
" 4 | Sunny Diamonds | 2008-09 113.60 _
Thiruvananthapuram | o000 16 | 786,70 (592.51)| 130.64 | 656.06
5 Bhima Jewels 2007-08 12,756.65
Ernakulam '
2008-09 | 20.805.56 (63) | 14,670.15 | 6135.41
, 2009-10 | 30,361.21(46) | 16,870.67 | 13,490.54
6 | Malabar Kochi | 2007-08 |  1,567.36
Aréad:kg? Ld | 500809 | 810888 1802.46 | 6.306.42
rakuiam (417.90)
2009-10 | 22.307.290 | 2,072.83 |20,234.46
(175.90)
7 | Malabar Dazzle | 2007-08 {  410.48
Idia P)Lid. | 5000 00 [ 170732 (316) | 472.05 | 1,235.27
Malappuram
2009-10 | 11365.65 | 542.86 |10,822.79
(565.56)

Thus, it is clear from the above table that the scheme did not cover the actual tumover

of the dealers who opted for the same.



33

WereoommendﬂlanheGovanmemnﬁy adoptapmgmaﬁcbasisf(rﬁxingmérateof
compounding tax so as to absorb price escalation as well as the growth in the trade.

Omission to reverse the input tax credit availed .

Section 1K(7) of KVAT Act, 2003 provides that goads in respect of which input tax
*credit (TTC) was availed and which are subsequently used for purpose for which ITC is not
allowable should be reversed. Section 1K(4) of the Act restricts the dealers opting for
compounding scheme from availing input tax credit.

We observed that in two cases, TTIC availed by dealers who opted for payment of tax
under the scheme, on the purchases effected during the previous years and held in stock and
used for sale in subsequent years on which tax was paid under section 8 (f), was omitted to be
reversed, This resulted in revenue loss of T 54.03 lakh as detailed in the following table:

51 Name of office Name of dealer Year Tc
No. : ' : availed
during
previous
years on
opening
stock
(T in fakh)
1 Special circle I, | A. Geeri Pai Goldand | 2008-09 | 37.06
Ernakulam Diamond
2 Special circle II, . Malabar Cochin 12008-09 | 16.97
Ernakulam Arcade
Total 54.03

The Commissioner, however, was of the view that this aspect was factored in while
fixing the initial rate of 200 per cent and as such there is no loss. The reply is not acceptable
as the initial rate had been reduced to 150pa'omtﬁ'0mApnl 2008, applicable in the cases
pointed out above.

The CCT may issue instructions for levy and collection of reverse tax on accoumt of
TTC availed on closing stock held in the preceeding year before granting permission for
" compounding for the niext year. '

351/2018.
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{
Incorrect compounding

Ms Bhima Jewels, a dealer in gold and diamond jewellery and an assessee on the rolls
of CTO, Special circle IT Ernakulam, opted for payment of tax under section &(f) of the Act
furﬂaeyearzooamnﬁledmm:emdisclosmngmmmﬁ39290cmand
remitted tax of ¥7.57 crore stated to be due under section &(f). The sales turnover refumed
included bullion also, which would not fall under the purview of Section 8 (f). However, the
. AAdid notilﬁﬁateacﬁonﬁoamsthemoverofhﬂ]ianmder&cﬁon 6 (D of the Act

. resulting in shost levy of ¥ 76.50 lakh (including interest),

Afier' we painted out (January 2011) the matter, the AA replied (February 2011) that
bwﬁmmalsoowaedundercompmmdjngmlnnwmdaﬂmchuﬂamfm.ﬁningﬂw
cxitomfamm&wccruphddﬂwviewﬁaﬁngﬂaatmehnm&mofmcwvmmmtwas
explained in his clarificatiod, Homver,wefamdthatﬂleCCThadexcwdedﬂlepowm
whﬂcisuﬁgﬁnchmﬂarasdﬁpowmsmlhnhedmﬂyfwissdngdmiﬁmﬁms‘whaemm
is ambiguity regarding classification of goods or raie of tax. By this clarification, the
Comnnsmmmrbtwgmhﬂlmalsomderﬂlecmmmmngmmchwasbeymdme
wopeofcmmmdingmdwasagahmﬂwpmvisimmdmem“dﬂchaﬂowedmﬂydealm
incrnanmentsu'wwesquoldtooptforitIfﬂ:chnmﬁonofﬁleGovmmmwasloimludc“
buﬂiondstdcrﬁwcmnpanxﬁngsdmnﬂwAuMdhavebemmndedas'wasdm
in 2011 M(reover,meAawhnnanm‘.deddudng 2011 did not give retrospective effect and
wcnoﬁoedﬂwdealmwhoopmdfacmnpamcﬁngmmwfajewdaywae'paﬁngmx
under Section &(1) for semi finished gold bar as could be seen from the point discussed in the
last bullet. Hence the case requires further examinaion.

M’s Edimannikal Fashion Jewellery, an assesee on the rolls of CTO, Pathanamthitta
hadoptedfcrpaymexﬂoftaxal&:eommmdedratefdtheyear2008-09.'[hcAAﬁxedthe
compounded tax for the year as 8.97 lakh including cess. Against this, the assessee remitted
?68?1ald1mﬂy.H0wva'.ﬂ1&AAdidnothﬁﬁateac&0nmcoﬂectﬂxebalamel.mpaidtax
- due of £2.10 lakh,

Fmﬂm.fmmcyea:ZOOQ-lO,theAAmmmlyﬁxedﬁmcompomdedtaxdmas
¥ 7.90 lakh being 115 per cent of tax paid for 2008-09 instead of T 10,31 lakh being tax
payable for the year 2008-09 resulting in short levy of € 2,41 lakh. Total short remittance for
the two years comes to ¥ 4.51 lakh : :
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WSAlukkasJeweﬂﬂy,TlnwwandWsPecymExpm'tmmdedmmJewdlaym
the rolls of CTO, Special Circle, Thrissur. They opted for payment of tax under the
compouried scheme for the year 2008-09 and paid tax at the rate prescribed under Section 8
(D) of the KVAT Act for the trunover of jewellery. The dealers were also dealing in semi
mamifactured gold bar with HSN code 7108.13.00 falling under entry 4(4) of the Third -
schedule to the KVAT Act. The tumover of semi manufactured gold bar was assessed to tax
at the rate of one per cent instead of at the rate of four per cent resulting in short levy of tax
(including cess and interest) of T17.46 lakh as detailed below:

Name of asssessee | Turnover of Short levy at the | Interest Total
semi finished | differential rate
gold bar of 3 percent+cess
in lakh) |
Alukkas Jewellery 425.47 12.39 2N 15.60
Peeyar Exporters . 50.68 L54 - 0.32 186
Total - 17.46

[Audit paragraphs 2.1L9 contained in the Report of the Comptroller and Auditor
* General of India for the year ended 31st March, 2011 (Revenue Receipts).

Notes fumished by the Govemment on the above andit paragraph is included as
Appendix II] '

34. The commiliee rejoined with the explanation put forth by the department and
clarified that the growth in tumover was due to the introduction of compounding scheme, and
not becanse of the imposition of four per cent tax. It also reminded that the legislative
intention in this regard, was to bring every gold dealers under the purview of compounding
scheme, so as to achieve targetted one per cent tax get collected. The Committee also made it
clearﬂlatﬂleenhammtmtoftaxﬁmnIS%fOZS%in'tFB_mﬁalywwasladeﬁbaatemoveto
bring the dealers under the purview of compounding scheme. The Committee also negated
with the suggestion by the department to scale down the taxes again. It endorsed the
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t

recoﬂmmsdaﬁmofAmounthawmlmMgwmmmmayadoptamgmaﬁcbasisfw
ﬁxhgmemledwmpamdmgmxm_asmabsmbpﬁoemcalaﬁonasweﬂasgmvﬂ]mme
trade. '

35. With regard to the audit observation, the Commitiee wanted the reasons
in detail, and an official from the office of the Accountant General informed that
section 1(4) of the KVAT Act restrict the dealers opting for compounding
scheme from availing input tax. He also pointed out the observation that input
tax already évailed should be reversed in some cases. In this context the
Committee evaluated that the contention of Audit was not tenable and opined that
revision of input tax deemed to be non-practical because of the change in the base
years. The Committee pointed out that the initial compounding was at the rate of
1% and at present the compounding of tax is as the rate of 4% and denjed any
chance of anomali in this regard and accepted the explanation of the department.

36. Regarding the audit observation, the Committee asked the reason for not imposing
penaltyfqﬂwhmnmtmmppmdingufﬁx,bymeAssessmgAuthmity,meMmm&Jomt
Commissioner, Commissionerate of Commercial Taxes deposed that as per the circular
issued by the CCT in 2006 bullion could be included for compounding and in 201],
nwessmymnmdrmmwash:mghtmmemmmismgmﬂﬂwnanofﬁcialﬁmnmeoﬂice
of the Accountant General mised doubts over the executive credentials of the Commissioner
to issue such a circular, mdalsoihfmmdlhatKVATAclwasamendedinmeyearZUIl
only, but there Wwas-no retrospective effect in this regard. In this context, the Committee
direcledthedq}ammnttosubnﬁladetailedand, comprehensive reply in this regard and the
witness, Joint Commissioner, Commercial Taxes Department agreed 1o do so.

Conclusions/Recommendations
37. The Commitiee recommends that the Government should adopt a pragmatic basis

for fixing the rate of 'gtaxsoasmabsorbpﬁoewcalaﬁonasweuasgmwmmﬂw

-
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38 The Comimittee observes that the A A, initate action neither to assess the tum over
of bullion under 8.6 (1} of the Act nor (0 collect the balance unpaid tax which resulted in the
short levy of tax. Therefore, the Comumnittee directs the Taxes department to submit a
detailed report on the tax evasion due to inclusion of bullion wnder compounding scheme
prior to 2011 with special mention on any non compliance of existing niles in this regard.

Thhuvananmapm ' V. D. SATHEESAN,
30th January, 2018, _ Chairrnan,
Committee on Public Accounts.
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APPENDIX I

SUMMARY OF MAIN CONCLUSION/RECOMMENDATION

SL
_ No.

Para
No.

Department
concerned

Conclusion/Recommendation

-2

3

4

4

Taxes

The Committee directs the Taxes Department
for conducting immediate reconciliation of KGST,
CST and VAT retns from the assessees to rectify
the variations in tax figures. '

Taxes

The Committee admonishes the officials of
the Taxes department for their indolent attitude in
realising arrears even in accepted cases and the
Committee directs that the department should take
stringent action to expedite the revenue recovery

proceedings.

n

Taxes

~The Committee observed that none of the
observation of Internal Audit Wing during 2009-10|
and 2010-11 had not been cleared by the assessment
wing. The committee opines that, the intemal andit
wing of the Taxes department need to function
mare effectively Therefore, it recommends that the
internal audit wing should be strengthened by

't providing adequate staff and directs the department

to expedite actions 1o clear out the objections raised |
by the Audit within hxmtedt:mcﬁame

13

Taxes

The Committee observes with concern that,
mmaimamofdatabaseofdealaswmoptfm
conmmdingmﬂnoﬁﬂcationoftargetsﬁrmliswd
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4

dealers and collection of tax disabled the department
to clearly assess the impact of compounding
scheme. Therefore the Committee recomunends that
necessary modifications should be made in the
KVATIS to generate category wise details of
revenue realised under compounding as well as non
compounding schemes,

25

Taxes

been occumred in many cases due to incorect
application of compounding tax rate a3 well as
wmover. Therefore the Committee urges the Taxes
Department ' to fumish a comprebensive report
regarding the system of tax compounding and|
tumover assessment with special emphasis on the
measures to curtail revenue lapse.

31

Taxes

|department  that  the. department  allowed

. |Committee directs to submit a revised reply

The Committee opines that it is the clear
example of the irresponsibility of the officials of the

compourding in 2009-10 neglecting five units that

incorporating the details of five missed out crusher
units of M/s Panachayil Indusiries, Thiruvalla.

32

Taxes

The commitiee recommends that Taxes
Departrent should conduct periodical reconciliation
regarding the number of plints and machinery in
posscséion_wiﬂaﬂwnﬁalcmsiwmﬁtsbyveﬁfﬁng
the relevant records maintained by the Pollution
Conirel Board, '
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4

33

Taxes °

The Comumittes also directs the department to
furnish a detailed report on the andit findings against
metal crusher units and urges to realise the short
remittances of tax at the earliest.

37

Taxes

The Committee mcommends that the
Government should adopt a pragmatic basis for
fixing the rate of compounding tax so as to absorb
price escalation as well as growth in the trade.

10

38

Taxes

The Commitice observes that the A.A. initate
action neither to assess the tun over of bullion under
8.6 (1) of the Act nor to collect the balance unpaid
tax which resulted in the short levy of tax.
Therefore, the Committee  directs the Taxes
department to submit a detailed report on the tax
evasion due to inclusion of bullion under
compounding scheme prior to 2011 with special
menton on any non compliancé of existing rules in

this regard,




41

APPENDIX 1T
NOTES FURNISHED BY GOVERNMENT

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

Ac 1 o te
L {a) | Department COMMERCIAL TAXES
| {5} | SBubject/Title of the Review | Tax Administration
Paragraph
(¢} | Paragraph No. ) _
2.1
(d} | Report No. and Year C8&AQ report for the year ended
31.03.2011
1I (a} | Date of receipt of the Draft
. Para/Review in the
Department
{b} | Pate of Departiment’s Reply
I - "Iheaudxtpararelatesmthe'
Gist of Pamgraph/-l!wizw organizationial setup of Commerci,al
: I‘axes ‘Departrment,
v t2) | Doea the Department agree | Yes
’ with the facts and figures
included in the h?
' If not, Please indicate areqs
{b} | of disagreement and also
attach copies of relevant
documents in support
v {a) { Doea the Department agree -
with the Audit conclusions?
(B} | If not, please indicate

351/2018.
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Rasgedial action taken

{a)

This para discusees about the organizational e¢t up
of Commercial Taxes Department and hence no
remarkns to offer against the para,

1)

{e)

id)

(e
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Actigp taken Notes on Clh AG’s Reports

{a} | Department COMMERCIAL TAXES
(bj | Subject/Title of the Review | Trend of receipis
(c} | Paragraph No. 22 _
i) | Report No. and Year CA&AG Toport Ior the year eaded
31,03.2011
I |{a) | Date of receipt of the Draft
- | Para/Review in the
Department
(b) | Date of Department’s Reply
i1 It was pointed ot in the Audit that
Gist of Paragiaphi/Review the Department was able to achieve a
Ba/ healthy growth rate of 23.97 % during
2010-1} which is the highest in the
laat five years. '
v Y] Does the Department agree | Yes
with the facts and figures
included in the ?
If not, Please indicate arens
(&} | of disagreement and also
attach copies of relevant
doruments in support
v {a) | Does the Départment -

(b)

agree
with the Audit conclusions?

If not, please indicate
apecific areas of
disagreement with reasonsa
for disagreement and also
attach copiee of relevant
documents where necs




44

=)

~.aqd procedures,
‘controls.

Improvement In ysicm |

13-14 | 1386096 | 11515.20 2857625 ] 11.08 '

) o

'Ammtemdmwmemmby.
;| the department in achievifig a growth rate-of 23.97 %
. | during 2016-11 when compared to. the prévious yéar, -
: -'Themuhhleywﬂ:mmmmhduetom ¥
- | in volume of business, mm&wms scriatiny |
'{ and improved enforcement méapuren, -
Deuilsofenllacnmnptnthemﬁon-ﬂum '
'.Ye.lr. VAT | NomVAT. Towd | "o of
[0 889854 ] 760,59 16155 93] 9339

1111-12 }110055.19 | 925535 1 19310.54' ".19,_53':’.'_'
112-13 | 12619.85 | 10268.88 22895.83 | 185

.

| Pt i the. pwthzmdurmgmm—llimductoleu -
[ T demand for Motor vehicles, white gagits, hivoaries fiama |
.mmdmpmhtbcmoﬂmmmemd :




t COMMERCIAL TAXES
b} | Subject/Title of the Review Assesses Profile
(] | Paragraph o, '
2.3
{d) | Report No. and Year C&AQ report for the yoar ended
. 131,03.2011
{a) | Date of receipt of the Draft
‘Para/Review in the
Bepartment
(b} | Date of Department’s Reply
. Itmobmudhﬂ:e.i\uditﬂ:ua;\ '
Gist of Parmgraph/Review . | incredible mcrease in the number of
/ . - dealars registored. Alse noticed that there
was a significant increase in the number
¢ of dealers during 2010-11. Tax collectiom
from  KGST during 2010-11 was
Re.7402.07 crore a2 per the Finance
A by the Accountant General. Om |-
analysis, it was reveslod that collection
fom 5 major. deslers alone was
Re.7368.45 and the month wise
collection under the KOST rendered by |
the departmcnt was Rs.7243.64 crorea,
Henee it was recommended in audit that
the Department may recoriclle Sgures
MEWWm k
(s} the facts and figures included in Yes
?
If not, Piease indicate areas of
By and alsc attach
wopies of relevant documents n
(QJ Q:MWW with -
) | Mook, ploasc indirnte
-aress of dissgrosmant
rensons for disegreement alno
nitach copics of relevant
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VI Remedia) action taken
Improvement in system { The number of dealers registered at the end of 3010-11
and procedures, was 178413 and this hes increaged to 229333 by the
1 sy including intermal end of 2013-14 as below.
controls. - Year No. of dealers | Increasc
2010-11 178413 8004
2011-12 190746 12333
_ 2012-12 C 220848 - 30102
2013-14 229333 B485

The number of presumptive deslers as oo 31.03.2014
was 20087 nos. and their contribution is 11.49 crores
which would come only 0.05 % of the total revenue.

The S major sosesvees under KGST are:-

The. iotal collection during the year 2010-11 was

Rn.16155.93. But the collection ﬂl;ured by AG in
Rs.16009.18. The break up of collection is gi below.
AG
. in crores] |
8097.15 :
7402.07
. 310.42
£5.28 46.97
24020 129.11
0 __ 23.46
16155.93 To00U.18_

Revenue from the shove 5 majar dealers would comes to
Re7368.45 crorea. orﬂm.m?;l‘wm““‘“ﬂ
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o)

Recovery of
overpayment pointed
out by audit

€)

Recovery of under
asgcasment, short levy
or other dijea

(d)

Modification in the
-s¢hemes and

\ 5 i |

Reviéw of aimijar
cascs fcomplete
acheme /profect in the
Eght of findings of

{ aamople cheek by Audit

A-Bndings of sanmple
theck

by Audit




B} ]

L]

COMMERCIAL TAXES

14
Subject/Title of the Review

©

Receipt of VAT per acnessee

Paragraph
Paragraph No.

2.4

@

chm't.No.andYear_

COAG report for the year ended
31.08.2011

)

Date of feceipt of the Draft
Para/Review in the

v

Department
Date of Department’s Reply

Gist dWﬁReﬂcw

it was ohserved in the Andit that the
receipt of VAT/ sales tax per asacases
during 2010-11 was Ra.9.15 lakhal.
which was higher than the previcous

| year receipt of Re.7.79 inkhs by 1.36
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vi - Remedial action taken .
Inprovernent in system Findinp dﬂunud:t s u cear Hidication thar o
. | and procedtares, © - mwmummupmmdmncs
@ | inchading internal - hmwmhmwmdm,ﬁmm,
| comirals, . HVATS scratiny and improved enforcement mnaare,

- | Total Receipt [ per
Ro.of | ceceipts Re | dester

Year dealers jin crores] | Rein lakhe |

10:3) | 178413 | 1515593 9.05
011-12 | 190746 | 1931054 | 10,12
. 2013-13 | 220848 | 2288583 10.36
. : 2018-14 [ 220333 | 28378 35 11,08 - :
{b) [ Rocowery of overpayment ' ' o
ted cut by wadic
_ { Recovery of under
) ! short ar -
fe) | am v Jevy \
(d) . | achezmes and programuies . -
Il Reng}'nfnmﬂm—
(i e
dings of seonple -
check by Audit findings of
L sample check by Audit

35172018,



{a}
()

" COMMERCIAL TAXES

An'earsmSabataxaamt

)

2.5

]

Repart No, and \’ea.i-

C&Aﬂremrtfortheyurmdbd
31.03.2011

1

Date of receipt of the Draft
Para/Revicw in-the .

(b}

Date of Department's Reply

'cd_.tofwfm-

Tt was obecrved in Audit that the |-

13003 assepaments which was 53.05
% of the asscasments due for|
finalization.  Hence it . was,
recommended the Govermnment to
complete the assesaments of the
remaininguleumatbnebmnd

()

Douﬂlebmntapu

| with: the facts and figures

incluged in the paragraph?

]

If not, Pleaae indicate areas

of disagresment and also

attach copies of relevant

&)

documents in support

Doer the Department agree
with the Audit conclusions?

If not, please indicate
apecific areax of
d.lsagrument with reasons




(s}

Improvement in system
and N
including internal

Remadial action takea-

_ _Mmmmmm

Finance Minister. of Kerala et Aluvm o5 12.12.2013 mnd | -
| t revi i pacfmmance,

51

Pendency Sgured by audit is found correct, No. of KGET|

o all
 amsessments upto 2012-13 e 30.10.2014. |

ol

out by amdit

| fe)

. | Rescovery of under
Assessment, short kevy or |-
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@

{e)
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 COMMERCIAL TAXES

=

Cost of collection

2.6

T

R_epm'tNo. and Year

c&miepmfm-theywmm
31,03.2011 _

| Departthent

Date of receipt of the Dradt
Pamfneuewi.n_thc .

{b)

Dmafwnem'

| Giat othnmph,‘néview- .

Doestlie t agree
withthehctnandﬁgum

T
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{1 Remedial action taken
Improvement in systetn | According to the Accountant General, expenditure
and procedures, on collection during 2010-11 was higher than the
(s) including internal all India average. It may be noted that, cost of
controls, collection during the previous year was 0.85 % and
. that for the year 2010-11 was 0.70 %. A close
+ _Ircading of collection under KGST & VAT with
_ | expenditure incurred for the period from 2010-11
1o 2013-14 has revealed that cost of collection’
which was 0.70 % during 2010-11 has decreased
to 0.64 % during 2013-14 as shown below,
Tax on on }
Year AST+VAT) | culiéction callection
2010-11 | 15843.11 111.36 Q.70
2011-32 | 1803833 | 14247 0.75 _
_ [~ 2012-13 |228B5.83| 15206 0.56
- - 2013-14 | 25353.82 163.86 0.64
(b}~ | Recovery of - g
painted cut by.audit
-} Recovery of under
{c} ]amsessment, short leyy ox —
cther duea
 indiBooion ot
|d} |schemes and programmes .
inchuding
(&) | Review of similar
cagc/caplete




] | Department - COMMERCIAL TAXES
{b) | Subject/Title of the Review | Analysis of Collection
Fatagraph .
e} | Paragraph No. - .
| 48) [ Report No. wnd ¥ear C&AG report for the year ended
I i . 31.03.2011 :
T . |{a) [ Datc of receipt of the Draft |~
: .. | Para/Review in the
. t . .
{bt) | Date of Department’s Reply _
- The Accountant General obescrved
Gist of Paragraph/Review. - | that the sales tax collection mcreascd
: by Ra.2189.15 crore and & VAT| -
collection Ra.861.89 crore during the |
[year 2010-11. It was aiso obmerved |
.{that the -increase in collection of
'41.99% under salés tax was due to
i steady ‘incresse  in o the prce of
. : petroleum products during 2010-11. |
IV | (a) | Docs the Department agree o :
with the fects and figures
inchuded in the paragraph?
If not, Please indicate arcas
1) | of disagreement and also
attach copies of releyant
documents in support
A {g] | Doés the Department agree -
- with the Audit conclusions?
(b} § if not, please indicate
specific areas of
disagreement with reascns
attach copies of relevant




YAT

B3p5.54

10055.19 | -

1261695 |-

-1 13860.96
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1

s
v
v
() [3f not, please indicate
|- |specific areas of
‘disagrecment with reasona
attiach coyiss of relevatit
docummuwhmnmnry

35172018,
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: Improvement in system Asscasruent has been compirted [ revised 1o almost all
and procedures; ellenwhemdubctopuhzwdombyt_hemdith::
" | including internal - sustaining Entirc mmount pending for realization
_(ﬁ} _mm-_in _ born  recoommended” for KR action. Details -~ of
asacesment to be recovered under BR up to the yenr 10-
B ‘ 11 is Re.3885.56 trores. - Year wise deteils are given
: .__Year . Amount (Ra.
Up to 2007-08 - 171458
0809 ; __406.39
£9-10 695.04
10-11 1068.55
Total 3885.56
' Roview on progress of coll d e
Recovery by the Revenue Deparment and Inspécting
Aspistorit Commissinmers of the Commercial Taxes
Department are being conducted st district level and at
higher level: Diiring the last review mecting of District
Commissioner, the Honhie Finance Minister on
12.12.2013, it wam directed that 30% of cofjectahblz
- demand of Inspecting Assistant Commissioner
Revenuc Recovery shall be recovered by the end of
Merch 2014, As & resqit, collection under RR by the
i . Conmpissictier’s increansd to
Ra.95.78 woren and this is 68% of the caflectable
. 4 d for the ycar 2013-14.
(b} - am;vdmm ' :
| pointed out by muddit :
. Recovery of urvder
fe) | wesesgnent, gt Sevy or -
Modification n the schemes ..
[ti and prograrmiey -
&} | Feview of wmitar
Ress/ complete .
acheine/ projoct in the tght
of of " check N
-y Auctit Smings SOGRie =
“checdg by Audit
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COMMERCIAL TARES

{al | .
(b} | Subject/Title of the Review | Working of Intemal Audit wing
(@ [Paragraph Fo. N —
B . 2. . .
1{d) Repm‘tNo'andYear CAAG report for the year ended
. 31.03,2011 -
) Datedmedptofﬂwbmﬁ
1 Para{Reviewmthe :

(b} 1 Date of Department's Reply. |-

' tl:_iiast of Paragraph ;Rwlew

mmunmtammmud
out. in Audit that the peed for

.. |atrengthening of Internal Audit Wing
"land to prepare a. upumte Aud:t

Manual,

IC

Doeamebcpnrment
wlﬂzﬂwﬁmandﬁgum

(b}

inchided in the paragraph?




v _ Remadial pction taken
| Emprovement i wysten The Internal Audit Wing hae conducted 194 inapection |
] - | and pracedures, and  prepared Teports * conta 2066
{8 | including internal | abeervntions involving levy of 62.31 crores upto
- Inspection | - Andit . Amoun
Rl e ey
2010-11 46 o919 3.30
2011-12 az 445 27.38
2012-13 56 a8 14 88
| 2013-14 ] &0 1333 16,75
| TOTAL" .| 194 “3066 62.31
There arc only 3 Assistant i and &
Cummiercial Tax Officers are available for the amdit
purpose. The Asgistant Commissioner's are -mainly
attending in the ‘wudit of epecisl circles and works
contract officen. The Commmercial Tex officers are
attending endit of crdinary circles. Due to scardity of
manpawer, entire circle could oot be audited in o year
prepared reporta on £0 units during the
year 2013-14 -
"A comprehensive marrual for VAT is under
preperation i which gide Lines for functioning of
- Internal wadit in alsg
" | Recovery of vinder .
{c) | twscssment, short levy or _ B
- . | Modification i the scheres
. me;hmm N
{€) | Review of dimilar
scheme/ pegject in the light
of finttings of sample check
by Audit findings of sampie -
chieck by Audit
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COMMERCIAL TAXES

Subject/Title of the Review -

Rewults of Audit

210

Repm-t No. -and Year

C&Aemponfnr:heywmded
131.03.2013

Dateoi’reoﬁptof!hﬂnn_aﬁ

| Para/Review in the

.-%ﬁm

Gutdl’ansrqphmemw

4

Fhe Accountant Gencral has observed

}in the Audit that niced for action fom |
the Department for collection from the |

L .(a}._

Doesthel)epenmmtame .
with the facts and fgures
|inchided in the -

i

' lfnot,l‘luaemdlmtearm

of disagreement and.dlso
attachi copies of relevant -
docummtsl.n

wnhthemxdnoonchmnm?

‘bl

if not, please indicate '

| specific areas of -
., dwageemmtmthmms .
for dixagreement and also

attach copies of relevant
dacuments where necesaary
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l.mprwmmtmsym Observation of Accountant General frelates to the
and procedures, period 2010-11. The short levy iivalvet amounts
(,'a}._includmgmm:a! . Re.944.66 crorea spread over paragraphs 2.11.7 &
- "2.14.25. "With respect to the short levy pointed ot
i ) by Acemuntant Qenecral reports are submitted oo
1 - .- {pamas 2.11.7 10 2.14.25. Action is being proceeded
1 . feviewed fcompleted and created addl. demand.
. | |Recoveryaf. ' ; — S ,
Jife} |msscamment; short levy -
. .| or other diaes
" fid); | schemes and . -
. | te}. | Review of similar
B canenfcomplebe
’ scheme /project in the
| ight of findings of -
.-{ sample check by Audit
{findings of sample
chack by Audit




| Department
Subject /Title of the Review
Pearagraph

fc) .

Paragraph No.

2.11.1102.11.5

@

Repart No. and Year

Cin( report far
31.03.2011 -

ﬂ:eyearended

F=1!

(a)

DntnofmmptoftheDmﬂ
Para/Review in the

Depariznent
Date-of Department’s Reply -

Gist of Paragraph/Review

-

genersl.
£te.

T@

-Doelthebapumtw 1

mth&:ehcumdﬂmnn
in the L

o

t waa observed In ‘the Audit
out look

E .

of the Departmen
sct up and A

i

FE

Ifnm,l’hanindmatenrm

L]
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. | No remarks

—®

. {c.]

i

& T
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of relevant documents where
DECCSIATY :

G's
v ® | De COMMERCIAL TAXES _
Subject/Title of the Review Revlewof compouncﬁng *Trend of
(b) | Paragraph Revenue®
(c) | Paragraph No. 2116
(d) | Report No. and Year C& AG Report ended 31.03.2011
Date of receipt of the Draft :
I () | Para/Review in the Department 11.8.11
' (b) | Date of Department’s Reply .
i} The recommencation is that the Govt.
Gist of Paragrapb/Review may develop a database of dealers
: who opt for compounding, to fix a
_ target for collection of tax under the
acheme smd analyse the data in s
scientific mamper 1o refine the
scheme.
v (a) | Docs the Department agree with
the facts and figures included in the | No
paragreph? - :
lfnol,Pleaaemd.mmmsof Details fornished in VI{a)
(b) | disagrecment and aiso attach copies .
of relevant documents in support
v (8} | Does the Depertment agree with
the Audit conclusions?
(b) | If nt, please indicate specific areas
of disagreement with reasons for
disagreement and also atiach copies |

3512048
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VI Remedial retion taken

Quline filing of application for compounding has been
Iprovemeni in system and | ¢asbled in KAVATIS with effect from:the financiad year
(a) procedures, inciuding 2011-12 and now all compounding applications are received
internal controis. through KVATIS. KVATIS has already developed a database

. ) of dealers who opted for compounding. The details with
regpect to 2012-13 are as follows:

C In ]- . 'Im No.ofll ln 0
Houscboat compounding 468
Cooked food (Bar Hotelfclub/ 225
heritage hotel)
Liquor compounding (Bar hotels) 365
Medicine dealets compounding = | . _ 858
Cooked  food  compounding 1360
(excludi.ngbarhmds}
Meta] crasher units compounding ¥15
“Works Contract compounding 24284
' " Total 31148
(b} | Recovery of overpayment
pointed out by audit
Recovery of under aasessment,
{c) | shortlevy or other duoes
Modifwation in the schemes _
{d) | and programmes inchoding . —
_ Revicw of aimilar
(c) - | sases/completo scheme/projoct
in the Jight of findings of
sample check by Audit findings

of samprle check by Audit
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Action taken Notes on Ch AG’s Reports

{a} | Department COMMERCIAL TAXES
.i (b) | Subject/Title of the Review Short levy due to incorrect
i Paragraph : grant of permnission to pay
. compounded Tax (WC),
{c} | Paragraph No. 2:11.7.1{a)
{d} | Report No. and Year ] C& AG report'ended 31.3.2011
It {a) [ Date of receipt of the Draft 24.6.11
1 Para/Review in the Department
{b) ; Date of Department’s Reply [ 27.3.2012
EH It was noticed in audit that in
Gist of Paragraph/Review 16 cases the applications liled
' were not accompanied by the
documents required under Rule
11. However, the AA accepted
| the applications and. accorded
i permission for payrient of
, compounded tax instead of
it rejecting the same and levying
i tax under section 6 of the Act.
i This resulted in short collection
!; _ o of tax of Rs.6.80 crore.
1| v {a) | Does the Departmen: agree. '
; with the facts and figures No
i included in the paragraph? )
t If not, Please indicate areas of | For reason explained in column
{b} | disagreement and also attach | VI(a)
copies of relevant documents in :
L suppart
v {a) | Does the Department agree -
with the Audit conclusions?
{b) | i not; please indicate spocific

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 mt.emal '

controls.

The asacssce M/s.Alkon Builders, Thrissur had

. already filed compounding applications in Form 1 DA-in

time. They are the sub contracter of ‘Pinnacle, Thrissur’
‘and having only one project at Panchikical, Ayyanthole

during the year 2006-07 to 2009-10. ' They have

copies of their contract agreement together

| with work acheduie. Hencé permission was granted to

pay tax at compounded rats. The copies of the
agreement were mieplaced at the time of audit but was
later found out and filed in records. The assessce fled |
arcwaedworknche‘di.xletogethuwithcontmnt
agreement later.

Purther no itregularitiea were nouced in the audit
visit conducted by the then Commercial Tax Officer
(W.C.&L.T.}, Thrissur on 31.01-2012,

3. 0.H.Vijavapura & Co.. 32151085277/09-10, -
CTOWC), Mattancherry

: The assessing authority has granted permission
tucompoundthetaxujs&onﬂwbaaiaoﬂoﬂomng

.| documents.

1. Letter No.PWD/KSTP/PNT/282/08 dtd.12.3.09
of the Project Director, Kerala State Transport
Project. - .

2. Copy of agreement executed by
M/e.ChH.Vijayapura & Co., the Principal

Contractor and M/s. £KK & Co., Sub Contractor.
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4, th_\{ s Hom.e_s; 32051697412/08-09, 09-10 CTO

The contractor is engaged in the constriiction of |

Villas and apartments. The audit objection was that the
dealer has not filed the agreements and declaration in

Form 49 and hence the contractor is not eligible for |

compaounding as per section 8{a){i) -of the KVAT Act
2003, and therefore the compounding application had

1o be rejected and the asassssment to he compieted by |

adopting the rate of tax @ 12.5%. In this case, the

: | contractor has filed copies of the agreements and the

Form 49. Hence the permission given to the contractor
to pay tax at compounded rate is in order. There is,
therefore, no short levy in this case.

s Pyt] L, 5. 4 {05-06 to 09-

0 WC tta
The asseasee has furnizhed form 49 declaratwn for

: thcyea:aOS -09 & 09-10.

The asscssce ha}s furnished form 49 declaration for

-} the years 08-09 & 09-10.

{b)

Recovery of overpayment

pointed wui by audit

16)

Recovery of under
assessment, short levy aor
other dues '

di

Modification in the schemes .

and programmes mchldmz
financing pattern

()

Review of aimijar
cases/complets

schemne/ project in the light -
of findings of sample check
by Audit findings of sample
cneck by Audit
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Action taken Notes on Cl AG's rts

{a)

Department

COMMERCIAL TAXES

®)

Subject/Title of the Revww
Para.graph

8hort levy due to incorrect

grant of permission to pay
compounded Tax (WC}

{c)

Paragraph No.

2.11.7.1{0)

{d) | Report No. and Year Cé& AG report ended 31.3.2011
i1 {a} | Date of receipt of the Draft 24.6.11
Para/Raview in the )
| Department
{b} | Date of Department's Reply |27.3.2012

m

Gist of Paragraph/Review

M/ s.Infosoft D131tal Designing

- Services (P} Ltd., an assessee on

the rolls of CTO, 39 Circle,
Thiruvananthapuram

undertook a contract work
which was in the nature of
transfer of goods ie. “supply
and installation of flight
information display system™
and received Rs.1.17 crore
during the year 08-09. The
asseasing authority, permitted |
the contractor to pay
compounded tax of Rs.3.51

[ 1akh even though in the instant

case the assessee  was not |

-| eligible to opt for compounding

scheme since the materials
transferred was in the form of
goods. The incorrect grant of
permission resulted in  short

levy of tax of Rs.12.27 lakh

(inchuding interest).
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()

Doesthe Dcpartmentaame
with the facts and figures
included in the paragraph?

Yes

| B

if not, Pledse indicats arcas |

of disagreement and also

" | -attacti ¢opies of relevant

documents in suppert

] Does the Department agree |-
with the Audit conclusiona?

T

¥ not, please indicate

specific areas of

| disagreement with reasons
for disagrecment snd also

attach coples of relevant
documents where nccessary




. Remedial

72

action taken

(=)

Improvement in system
- and proceduires,’

including internal
“controls.

ingtallation of flight information display syster® and
received Re.1.17 crore during the year 08-09. The
| assessing authority, perntitted the contractor t pay |
: 'smmemmms&mdmmiﬂsﬁ:mr@uf :

| aihart 1evy of tax of Ra.12.37 tak {inclnding inbérest:

| the audit. Heace the différence in short levy of tax as-

_w" E oy a - D- [ ] D i i N s _-.. - ) im - Ltd!.’ m
asgepsee on the rolla - of CTOQ, 3¢ Circle,
the tpok a confract woek which

wes it the nature of trunsiat of goads is. “supply and

compounded tax of Ra.3.51 lakd.

goods, he was not cligible to_opt: for compoupdiag |
e o siagion, Temlted in

s T

‘that the objection related to the asscsament year 09-10
and not of 0B-09, - The assesament for the year 09-10
Wis by creating additional demand - of | -
Ra.1,45,710/-. The rate of tex adopted by the asscasing

authority is 4% & 12.3% ag againgt 12.5% edopted by

(b)

Recovery of averpayment
puinted out by sudit

‘noted by the Accountant Genera} and the Department, |

{c)

Recovary of under apmsament,
shork levy or other dnes

(d)

Modiisation in the achemes
! patem

P

{e)

Tevitw: of clmdar .

cuenfcomplete sehemmejproject |
«check by Audif fadimgael - T
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. C&&G rcpqtendad.’it 32011_.}_:;

: _' dowmcntam support

o 246.1!
' - 2732012 ’ 1
i ﬂummwmmwmmm“
. ‘| case is that the compoundeq
tax remitied by the anssssee for
R the. year 08-09 was not at the
‘ rate prescribod which resulted |
maalmrtlcvyofmxamotmﬁng'
' L '.mmnlsrakh, :
v (a) | Does the Department agree _
|- | with the facts and figures No _
mch:dedmr.heparapaph?_- - .
(b ofdmagre:mentandalso
. | attach copies‘of relevant

35172018,
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ekl at that time. eyl

- ahortlevyasuhmmdmtheludit.

i IBI-;'_

lfno:.plmeindm
o d:laagnecmenththmmns .

attach: mpwsofmiemt

ddcuments where: necessary |




Fay -

| assesament completed as per section 25{3) of the VAT | -

12010 demianding ‘balance. amonnt. of tax
'm:rg,asoueomm-m..mnmm i

Act g8 per order No.32437360916/08-09 dated 31-07: |.

While fineliaing the anuument. with rem:d to | -
npplwahmofral’eoftax,;twmﬂmduundur Y

1‘hedealerhadmtodthehﬂawmg4mem

. P"""’Fi % ! L
B]ue Mount ijea, 'l‘hnuvmu’rﬂupum.-

‘Tho. desler had” dpted - for. paymenttax
cnmpoundingayltemﬂ[s&[d{lj o{VA’l‘ for

-“.."’-P:.-'
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Aprit, 2008 and which remains pdrtly unexecuted ason |
1« April, 2008, the contractor shall pay tax at the rates |
as oxisted prior to 1% April, 2608 dll the completion of
work. Since the above projects were commenced during |
.| the year 2007-08, the tax payable is only @4% that was'
existed at that time.

| observed io the audit,”

So there ‘ta no short levy, as |-

| overpayinent pointed

Recovery of
outbyaudit - .}

Recavery of under
asgesanent, short levy |
or-other dues b

Modification in, the

including financing
pattern -

achewes 'and'pmgr_ammu 1

schemcfbroject in the

Kght of findings of semple’]

t

| check by Andit findings of ]
| sample checic by Audic ]




| COMMERCIAL TAXES

{a] | t . ] -
{b) | Sublect/Title of the Review ‘Application. af mmct mate ofl
(c) Pansrntho
. 2.11.7.2{a) ()
(d} 'ROWHNO and Year . C&AGmportturﬂwymen&d
: 31.032011.
| (a) Dmuiwd‘thenrm
j Para/Review in the Dvpartinent
(b} | Date of Department's Reply
Qist of Paragrapgh /Review . . | thé¢ pescssment records for the year
S ,-.,.'mmmrapeudulsam
_unmpmmded T tax aneued md
- ) : mmdbytheam-mwunotat
Co o ._remlmdinashmrenﬂnancedtux__
. o --mdmmotofh?.ﬂﬁhkhn-nd
- i Rs.ld&hﬁsmm. .
(@) | Dods the Departonent agree with- ] o
. 1 the fncts andd figrres inclinded in ’ ' )
| | the paragrepi?
1 | not, Poase indicete areas of
0‘," disagroenwnt and aisc aitach
. | copies of relevant documents in
{a) | Doea the Depirtment agroe with —
gnm Tusioms?
| avensn of Hasgreement with
reasons for dasgreanent wid wleo
mituch copiew of relevant




| chagté by At

Vi . Remedial action taksn
Improvement in system | The asseszment In respect of b/, Sargam Buikders for -
and procedures, the year 2008-09 on wadit
@ | . . objection vide order No.32151086785/08-09 dd.1.7.13
(8} [ including internal additional demand of tax Rs.615641 aud
contrels. interest Ra.169254. Dealer flled stay petition beforo the
Hon'ble High court of Kerala, Thé Hon'ble High Court of
N Eenila vide WPC) No.23245 of 2012(E) dtd.5.10.13
dnutadthemmrmit:mlhkhmdm-
securtity for. the balance duc Re.515641. Accordingty
dealer has remitted Re.) lakh vide chalan . No.B
114/6.12.12 and  furnished ~security . for bélance .
3 smount. Appeal is mill pending before AAC, Ernakulay
- urper KVATA 2426712, -
- | pointod oot by aitie
Recovery of under
“Sodification fn the schamos *
i) - -and programmes including -
[e} - | Review of whuilar -
' b 3 SR
. | achexme/project in the light
" | if findings of sataple check -
Ty Audit indings of sample .
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tion taken Notes AQ
() | Department . COMMERCIAL TAXES
(b) | Subject/Title of the Rewew Application . of incorrect rate . of
Paragraph . | compouinded tax '
{c) | Paragraph No. T
1T} - 2.11.7.2 {a) (3
(d} { Report No. and Year C&AC report for the year ended
. 31 .03.2011
o {a) | Date of receipt of the Draft
) Para/Review in the Department
{b) | Date of Department’s Reply
il . _ - Verification of assesament records for
Gist of Peragraph/Review the 2008-09 reveals the amount
o ph/ o od'c{::f;omndedtnxmmithadwas_not'-
"'lat the rate prescribed. Bhort{
remittance of tax was for Rs.459.61
. . - |lakhs and intereat Rs.96.52 lakhs.
IV . |{a) | Doea the Departitient agree : PR :
- | with the facts and figures
included in the paragraph?
If not, Flease indicate areas of
(b) | disagreement and also attach
copies ofrel.cvant documents in
support .
v (a) | Does the Department agree -
|- .| with the Audit conclusions?
{b) | f not, please indicate specific
| arcas of disagreement with
reascns for disagreement and
also attach copies of relevant

documients where necessary .
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Vi Remedial action taken
Improvement in system _ .
and procedures, - Based on eudit cbservation, books of accounts ;
Ny | i in [ '| were verified, As per audited statement of accounts filed
including by the asgessee, the total contract receipt from cngoing
| controls. | contracts was Re.745630512 and contract receipt from
- ' | new contract was Rs.59954580. Thua the total contract
receipt for both engoing contrect and new comtract |.
. cameé to Ry.B0,58,85,002.00. A mistake was crept while
maling entry in Part V of 13A statement, by which the
contract receipt was shown an  Ra.80,58,85,092/- in
{the year 2008-09 ip from new prgjects. It is an
inadvertent mistake on the part of the contractor. The
. condractor has filed revieed return snd reconciliation
statement certificd by the Chartered Accountant. .
) Based on a report of the Investigation Branch, the:
assesament: for the year 2008-09 was completed on
17.09.2014 i en additional demand of
. - R8.2,89 461 /- and intevest of Re.1,18,075/-.
poinied ot by audit
Recovexy of under
e} ansesament, shdrt evy or -
| Modification in the schemes
() Indpmwamme&mcludmg -
financing pattern
{e] .| Review of efmilar
cases/camplete
scheme /project in the ight
of findings of sample check .
bya\udnﬁndlngnuhumple
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T

: COMMERCIAL TAXES:
(b} | Subject/Titie of the Review | Short levy due to application of
Paregraph:, ifcorreet rate of conmipounded
i tax. ' B
() | Paragraph,No. - AT 2@
{d} | Report NoJand Year | C&xAG report ended 31,3.2011
M| (a) |Date of of the Draft | 24.6.31
- Para/Review in the .
Department .
(b) | Date of Department’s Reply [ 27.3.2012
17} P The audit obeervation in this
(tiat of Paragraph/Review case is that the compounded
+ ! the year 08-09 was not at the |
. {rate prescribed resulting in a
.| short levy of tax amounting to
o ‘o | R8.10.21 lakh. .
IV | (a} | Does the Department agree
' { with the facts.and figures Yes
included it the paragraph? '
17 not, Piease indicate. arcas
{b} | of disagreement and also
attach copies of relevant
documenqinaupport
V | (a) [ Does the Department agree -
with the Agdit conclysions?
{b} | If not, pleane indicate :
‘apectﬁcarmof ’
t with reasons
‘| for disagreement and also
attach copies of relevant
.| documents where neccssary

35172018

i
i




VI Remedial action taken
Improvement in syatem | memnpted&xpaymmdtaxundersemm_
(& a!:dm,mmm m_ 8(a} of KVAT Act 2003 for the year 08-09. The tumover
) 8, diaaboedbytheamandthemapmdmgtax,
including internal | payment are ag followa: . __ '
controls. || Year Total Tmble_ .Ihtc of‘l‘axpmd
: tarmaver | turnover tax | tin Ra)

08-09 | 26031377 Wﬁlg 3% 597058
Onthebanind”ﬁrwet@ﬁmmductedbythe_
‘Commercial Tax-Investigation Wing, Kittayam and. their
ﬂndhpmmemhaﬂwmiﬂ}nmme
purchases duxing the year 08-09 and so under the
provistona of section 8(a)fi}, the contract receipt on
current work would atirect tax st the rate of 8% instead
oftha:mturncdatthermd‘s%,omdemmmmed

| dulh.29.6.10 imposing pensilty under section 67(i} of

KVAT Act 2003 anwunhn; ta Rl.2010100} being
tmoetheamnuntoftaxcudcdonthetnabhmmover.

‘of R5.1,99,01 252/~ @8%):

medealermedﬂuxthcymnoteﬂ'ectedany
‘interstate purchase being a compounded dealer, that
theyhaﬂplwodpumhmordgumtheﬂochm()fﬁoeof
ﬂxeoonmnrwhowuadeahrmgsmedunderKVAT
Act 2003. ‘Ih:yapﬂrondwdthsl-ion'hle}ﬁghcmd
Kerala in WP{CIN0.15113 of 2011 and Hon'bie STAT |
Appeumm‘bunalmdtheTHhunalhadetayedme
penalty proceedings in TA{VAT)No. 196; 2011
dtd.25.8.11, granting conditional stay, since the
tribunal vicwed this case as debatable case,
: Inthemeanﬁmcprommtnoﬁceu;azs
Proposing to complete the assessment for the year 08-
09, based on the materials gathered and communicated
bythelntclﬂgmeomwuﬂi Pathanamthitta as per
No.fBP.225/09-10  (for 08-09}
dtd.29610 has been issued on 5.7.11.
. The asseseee filed a petition on 11.7.11 requesting

. ibkeepthcaasmmentpmoeedmgnpmdmgﬁllﬁnal

ordmmpnmdbytheﬂm’hlembimalmthcpalty
procesdings.

The appeal filed before Tribunal is pending.

n
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I

]lscompleted

However in the interest of

HE

Recovery of

' overpayment pointed

out by andit |

thet'umoverﬁvced 8%.

revenue the assesamentq

asscasment, short levy |

Recavery of under

or other dues

Modiﬁcauoq in the
schemes and programmes
including financing

pattern

: cases/complete

Reviewofai._m.ila.r -
' | 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 op C& AG's Raports
{a} | Department COMMERCIAL TAXES S,
(b} | Bubject/Title of the Review | Application of meorrect rate of compounded
Paragaph tRX.
ic} | Paragraph No. 2.11.7.2(b)
td) | Report No, and Year C&AG Roport for the year ended 31.05.2011
(@) | Date of receipt of the Dyaft o
.| Para/Review in the Departinent
{b} | Date of Department’s Reply
[ M/s.Vellappalli Constructions an aascssee on the
Gist of Paregraph/Review rolle of {“TO(WC), Kottayam having registration
[ ) under the CST Act opted for payment of tax under
anthority permitted 1o pay compounded tax vide
orders inmed during October 2009, The assessee
filed ennual retum for the year 2008-09 in Form
10B disclnaing s tutal contract receipt of Re.5.02
crofe, Scrutiny of the accounts of the deaier filed
Oﬁmmcmmh'?ﬂmwbicb
[ related to new contract entered dusing the yosr
08-09 sttracting tax at tha rate of 8%,
) Short levy : Rs.50.15 lakh
| (a) | Dote tha Degmriten: agrae with N
" | the fecte and fignres inchaded in
the paragraph?
If not, Plasec indicate greas of
it disagreernent and also atiach
copies of relevant documents in
() | Does the Department agree with -
the Audit comalonions? -
(k) | B not, plemnc Indicats apecific
. saeas of disagreament with
reancns for dasgreement and also
attuch copies of relovant
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‘Remedial action taken

= -

Mprnvammthm
and proceditres,
including internal

.| controls.

Based on andit books of acoounts along with the newly
entered agreement for the year 08-08 wore verifiod and
| found thet the dealsr hat conceded cantrect recedpt of
Ra.7 .58 crore on found by audit. Qf this, Rs.2.67 crore
wore subcoatracted * to M/eVeluppally structures for
which Parm No20H were flad The subcontrart
amount was Dot copasiderod -by .the AG.  Balunce!
‘amoust was Re.4.91 crore, Out of this, the dealer hai
shown Ra.4.58 erore as cantrmct reoeipt from ongoing
contract and paid tax @ 4%. The balence Re.0.06 cxore |
wnmmmwmgm After |
verification it was found that the desler has new
mmmdnommhmwmow-

.| crore. mmmm&mnmmmm

come to Ra.0.223 crore. mnmntmumodm :
ux.culmdimuutu )
[Total contract rocoipt
Subcontract

h'rsaum . .
s, 26680665 (auppntwd |
by Form 20H)

Ra 43127603 .

Roceipt  from  angoing
contract

R 47000315

@ 8%

2118388

Total

FaA9127603

Tudne@“mmmmw :Fa.169471/-
Alrendy paid : Ry. 105866{-

Balance : Re.62604

_Cess :Ra.626
Interest ; Re.d4144
Grand Total  : Ra97374 :

_Paid Re.97374 vide chelan. No.298/10,10.13 Sub- |-
Treasury, Kottaywn,

i ; i
- | pointed out by andit

de

©)

asscssment, short levy of

other dnes




@ ¢

(e)
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documents where neceszary

Agtion taken Notes on C& AG’s Reports
(s) | Department COMMERCIAL TAXES
(b) { Subject/Title of the Review Shott levy due to irreguiar
Paragraph grant of exemption
(c] | Paragraph No. 2.1L7.3
{d} | Report No. and Year C& AQ report ended 31.3.2011
(a} ] Date of receipt of the Draft 24 611
1" | Para/Review in the
Department '
{b) | Date of Department’s Reply 2732012
_ _ it was obssrved thai tax waa
Gist of Paragraph/Review computed on the contract receipt
: - efter deducting labour charges
thereon instead of on the whole.
conrect receipt resulting in short
.| computation of tax and interest of
- : Ra.4.72 lakh.
| (a} | Does the Department agree
| with the facts and figures ~ | No
included in the paragraph? | . .
If not, Please indicate arean {ln  the audit objection, total
(b) | of disagresment and aiso coniract receipt was apecified as |
‘attach copics of relevant Ra.6158.60 lakhs and treated | .
i nents in t em:ire receipt under mpounded :
methed ufs 8{a) of KVAT. It is
: : againat facta. During the year the
dealet had both compounded work
- : and non-compounded worle,
| {a) | Does the Department agres with - ' :
the Audit conclugions? -
) | i not, plense indicate specific
| areas of disngreement with _
r:amnsfnrdlmgmeummanduhn
atiach coples of relevant
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v Remcdiglacﬂmtahn o
T RDS Projects Lid. uaﬂ\dlCmauucﬂmCmﬁactormd
o Ixnpmvemntmsystetn a bullder having TIN Registration- 320720 -44972.
1ta) |.and procedures, ! D‘lﬁﬂlﬂmmﬂﬁmﬂaﬂmdealerhadrmmedmu
nitrois - conn'anwnrkofLum Shogphgutﬂ,awudedhyulm
| confrats. | " | Geo Foundations mnd Structure PvELid. As per Form
i © ] 13 & 13A and revised annual return, for the year 2007-
| " {08, total contract roceipt is Rs. 63,74,09,988/- and
| exemption claimed u/frule 10 was Rs.62,94,278/-. The
cxomption claimed waa: for the turpover of ion-
oomponndnd worle. awarchd h;r G&-Fwndaﬁona et
coni#ounded tumww i Rl12 15 7071.2{- and
_exemption for labour end cther charges under mie 10(2) |
. |- (bt wes: Re.63,94.278/-. The dealer had separately
"} computed non-compounded turnover and tax In the
* | andit objection, total contract receipt was specifled as
| Rs.6158.60 Ialths and treated eontire receipt undér
|:compounded method under seetion 8{n) of KVAT. It in
. | ageinst facts. During the year the dealer had beth
) painted out by audir | -
Revovery of under P
) '| assessment, short tevy or 5' -
_omﬂduea ' H
lhdiﬁnmhtﬁeachdm“
= Review of SElar T
" | conenjevaplate i
- uch:mefptojgotmthzught
.| of Enidings: dagmphct}eck —
o tw.&udltﬁn&insuohamph -
mokbym 1 i e




89.

!
|
s‘

{b} | Bubject/Title of the Review Irregular grant of exemption
Paragraph
{c) | Paragraph No.- _
4 . .| 2.11.7.3[a}
id) | Report No. and Year C&AG report for the year ended
1 - [31.03.2011
N [ (@) | Date of receipt of the Drakt
1 || Para/Review in the Department :
_ (B { Dute of Departrnent’s Reply B
ER W/s KMC constraction Lid #

with the facts and figures
'indudaclmthumh?

"'lfnot.l’lunmdimtemd

'mwudrd-vmtdmmmum
| support

whﬂaemd:mdum-?

1™ Bmpleuem-peui:
areas of Gsagressnent with
) wmmuw

documents where ary

35112018,
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Remadial action taken

[ICD

Improvernent in
“ayetem and
procedhares,

[ i — ___ lintereat |
Toterstatc  purchase | Ra39009168 | Ra.1563967
[oterstate” . porchase | Re.06527250 | Ra.3315503 ]

M/s KMC Conatractions has opted for payment of tax

under the compounding schemne vife 8 of the KVAT Act for | -

the yoar 2009-10. The sudit objection in respect of the |
asscunen fof the year 2009-10 in that, the assessec has |
sffected an intermate purchase of Ra.6.41 crores and had
oot remitted the tax due under section 8ii) of the KVAT Act.
Alno requestad to report details of Ra. 31.58 lakhs shown as
OFT due on “others’, )

"The cnae was examined jn the light of returns and

turnover of Ra.788233583/- was taxable @ 3%.

} Accardingly, the tiahility of the comtractor was fxed sz |

“Sub coutract proved . : Ra. 24372497
~— Taxnable contract receipt: ReBS385087S -
) Turnover

Tex doe wi

@12.8% -

Total Ra.853659073 | Ra
Cess 1% — j
- Total due 1 Ra 28812417

mmpmm.zssolmoo and balance to be ]

paid Re.10689.00

(b} .

m_dm‘
pointed out by mudit
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",_., nne-mm.-hm-n_i_:fyw ) ‘__I'

(d, I:hmulnd'mu '-._.

(¢) [Review of gimdiar -




{a) | Department COMMERCIAL TAXES
{b) | Subject/Title of the Review Irregular grant of exemption
Paragraph :
{c] | Paragraph No. i
) . 2.11.7.3{L311) - .
{d} | Report No. and Year C&AQC repart for the year ended
L. ) 31.03.2011
(a) | Date of receipt of the Draft
: Pm/Mewiuﬂu'Dep_s:mt
vene - | J0 the case of M/e.Swars] Budlders for
Gist of Paragraph/Review the years 06-07 to -09-10 (WC,
Trichur} tax was computed on  the |-
| iabour charges there on instead of on
the wheole contract receipt, Short
.34 lakbs inchading

(b)

(=)
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{d)

v Romaedial action taken -
- Improvement in Based on the defecta pointed cut by the Accountant
system and QGeneral the t - D of Mfs
{@) | procedures, i Thrissur for the years 2006-07, 2007-08,
: il . |09 and 2009-10 were completed vide Order deted
including infermal | 20,03.2012, creating eddl. demsand of Re.9.34 laklis as
Year Amount
06-07 2,497 lakhs
07-08 2.57 lakhe
08-09 1.38 lakhs
 09-10 242 lakha :
Total 9.34 lakhs . )
The dealer filed appesl before the AC(A), Trichur,
which was dismissed by the firat sppailate atttiority. The
uszcseee flled secand appeal before the STAT, Eraakulam.
The BYAT, Ernalulans bad also dismnissed the appeal.
Then the asacssee approached the Honhile High Court of
Eerala and filed TRC. The Honble High Court remanded |-
the esscasinent as  per order No.OTS Rev 130713
dt.31.3.14, directing the assesaing sthority to verify the
nature of contract whether it was contrart or
labour contract. In the light of the above directicna the
apsessing authority verifisd the bocks of sccounts end
agrocment gnd found that .the conttact involved iy the
work of santh flling, emrth excavation, plastering of
+ 1 uidlding ote. which are purely labour work io nature. The
"JOCT  wide clarification owder No.C3-24232713/CT
¢trd.20.11.13 has clarified that no tax u/e & cen be Jevied
on a work on which no tax is payable u/s 6.
i1} Recyyrery of overpayment |
pointed out by sudit
Recovery of under .
) wsecsument, short levy or -
. other dues
Modification, In the
schemnes andt -
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te}

Review of simflar

scheme / project in the
Tight of findlings of
saanple check by At
Bndings of sample check
by Audit :




95

Action taken Notos on Cls AG's Reports
(a) | Department COMMERCIAL TAXES
{b) [ SBubject/Title of the Review | Irregular grant of exemption
fc} | Paragraph No.
2.11.7.3 (b} {3) :
{d} | Repart No. and Year C&Aﬂmpmtﬁrﬁmyurmdnd
: 31.03.2011
{a} | Date of teceipt of the Draft
- | Para/Review in the Departmetit
b { Date of Department’s Reply
Vﬂiﬂuﬂmdmtmﬂleﬂ;ftﬂh.w
) Aasociatcs 2008-0% 1AX Was
Qistof Paragraph/Review 1 amputed an the contact recelgt after |
. e Minstead of om the whols contract receipt.
e :"_Short lovy : Re. 2.47 lakh
(a) | Docw the Department agree . .
with the facts and figures
included in the paragraph?
I not, Flease indicate areas
{b) | of disagresment and alsa
attach capies of relevant
{ documents in support .
{s) { Does the Department agree -
wlththex\mﬁtog_mhdma‘?
{b) | If not, picase indicate
specific areas of
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by Andit findings of sample

| chieck by Audit

VI Remadiat action taken
improvement in system
.and procedures, i The claimed for the year 2008-09 for
l@- ing internal Rs.69,77,000/- relaies to contract receipt fruin lahour
inchiding . coptract work awarded by Jewel Homes (P} Lid,
controls. - Enaloaiurg. It is to be noted that the dealer i paying tax
1 unger Section 8{a} (1) and not under Section 6{13f) of
the KVAT Act 2003, The dealer has labour contract as
well a5 materis], contract The dealor
materials for the nep-labour contract snd the dealer pay
tax o and when the pa are yoocived
recoipte} from the awarder w» the desler for.
. compounding x Bection 8{n}fi}. of KVAT Act. The |
. purchass of maicrials will be considered only when the.
- assssamnent in made under section 6{1){f). of the KVAT |
. C Act, In-thin case thore | no tax evanion. The CCT vide|
. T oty NonC3-24232/13/CT - d0.20.11.13 han ciarified |-
4 : o 4 thet no tax under sec.f can be levied on m work oo |
¥§. . g - Bection 8.
[N mam . ’ :
. jpainte out by audit
) asssament, short vy or -
- | other dues
Modification iy the schemes
@ and prograinmes inchwding -
- | oancing pattern
() ' Review of similar
‘cases f comnplets
scheine /progect in the ight
- | of fndings of wanpie check -
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; (a} ]

coumikcmms .

= Shartlcvydmbom'eg_ular
'gantofpﬁon

- 12.11.7.3(1Vj{2) -

.Repoertﬁo. and'(eax;

fcaac i'epone.nded 31 azou

el

Date of receipt of the Dreft
_mel!eviewm the e

246,11

: '_'[_b]-.

_DabeafDepartmmtmReply

'2732012

- _ 'Gmtana.ragmpthcwm

_wmmm
dlnrmthtreonmﬂbeadofm_
- the’ ‘whole .. coniract --receipt.
.mulhngmahortoomputamn
;oftnxandmtereatofksl%

mmputedonthecommct

ltmobwwedthath;m

—r

‘with the facts and fgurcs
| incitided in the paragraph?

DnestheDeparumntagee

{Yes

lfnof,mmmchmal‘euﬂf

. dlwmtmdahom

eomelofrelcmtdowmentnm

Tar

.Douthcbepamnentmu B
with the Audit conchuslons?

dreas of disagreement with |

. mnﬁrﬂwm.-”

351/2018.




o) |'e

__ -7_mmmmedmuazmmwmmoa-m

malandthnbleunmver'

¢+ #8.5,31,70,984/- :and . claimed exemption .for |
R;SQ.47422I- Aathedealcroptediwpmtaftax :
" in” izregular. Hmwmmwmmw
mjmmdmdtheaumment was -complated to the beat |
1of judgment as per orderdtd.lllll demandmg-

o

) ba.lanw ammnt oftax ofRn.l..aﬂ,ISDf-

___..{c}

T




: ﬁubjem;‘?iﬂed’ﬂxéﬂeﬂew

. grant.ofcxempum

ﬁaxwm

12.1L730)7-

- ReportNo. ‘énd Year. -

Eﬁaﬁ ﬁg&im&;daiamn

.Dateomoeiptonhcn}aﬁ

M}Revie’winthe

‘Department

_ 34,54 i

Datnochpaxhnmt’#Repij

ﬁ? gaol'!f

e Gmtnrpammphmémw

. It m obmnﬁ ﬁ:at_ tax was

contractreeuptuwlﬁngmahort: -

i mmdmxmdwof

T

‘withithe facts and figures

| ineluded in the paragraph?

S ‘ : Rs.3.57!akha
Does the Department agree :

N

| &

i not, Please indicate areas

of disagreement and also

‘attach copies of relevant

. the mnmucmn of rold wwh
_Rel.iance etc. 'Ihe anhedule af |

Salu’l'axcerdﬂcgteiamdby

-deducwdtaxﬁ'mthewholc
_ooutractamount. Theconm

| Re4i29,30.597/-
Jax @ 3.03%.

anddednctod"
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-_ Ru.429,30597;- and thar foar
' pmmm:ﬂmuma,u,smsx

whdeoonhmt.amnunt. l.nth:.i '

-muthmhm&hﬂttlew




VI - A
(a} | and procedhures, ~ ) Masumhnbememmhmemcm
controls. ‘-_am:demhhe!dea,lnmmdﬂnhmmetc The |
o '.nchednled&nlea'fuﬂﬂ'ﬁﬂﬂtehﬂedhy?ﬁ?ﬂwm_
- .mmmt. memummmmﬂumwmfm :
.-_Dmtmﬂmﬁﬂmﬂdamm‘!‘axum__
- Welfase. - Pund. PW'Dmuedﬁmlbm o}
; [Fe4.29,30,507/- and deducted tax @ 3.03%. The|
i°| contract amount from PWD ia Re:4,29,30,507/- snd
i |that from - private - awarders is Rn.3,41,57,961 The |
{matuml augply -frem - the Department ' .is|
H 'RA.IOISO,{JIO,‘- The fmal bilt atnmmtinnl‘udel&he -
-+ amount for material supplisd from thie department, and |-
} -1 tax is deducted for this material supply dlse Thus tex is
: '_'dedumuhmewhoummmt. Intlnlme
_ i ;Ethmumnhm]my . -
(b} |Recovery of overpayment ™ :
| poltad ont by wudit 5
© | Recoeery of under i
. lic}, | ansesemient, shortlevy ar - e
17 7 | other dues
(dl'.ﬂ ‘and progremmes irclading —.
[ () | Roview of similar
cases/complete -
echenie/ project i the light
of findings of sample chack far
by Audit findings of sampls .-
check by Audit. 2
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Deparh:émt

Sul:jectf'l'itle omnam T t
__| Paragraph ' .

gontof mgﬁen

Paragraph Vo.

12117308 .

EiC)

)

ot of Feceipt of the M
-Para/Review in ther "
; 'Depu'l:mnt o

—|CRAG. @artqndedal.a 2011
T24831 :

_27 3. 2012

.-DnteofDepartmm.zt'sReply.-

OmtofParapaph!Miew

.':Itwuubwrvodrﬂmttum-.
:'-_cou:putedmﬂwommw"
| after deducting ‘labour ' charges |
thereon instead of ‘'on’ the whole | .
: -omm:emptresulhnginahnrt,'
'_--enﬂputahﬁnoitaxandmd

Tl

wnththehcnanclﬁgmea
mcludndmthepamgiph’?- R

-R-;Sgalakhs
;DoutbeDepartmmtamee N -
‘No -

| i not, Please mdicate areas
of disagreement and alse .
* . J-attach copies of relevant
| documents in support .’

“antinal compounding u/a 8ag} of

thie: Act. ‘The Contractor Claimed |
exemption -as lahour for- an

amannt ol' Ra.l 11.85996{~ “Fari] -

'mdn-nmwlvad. Aaper..

mvolwd and. . pu:ely " labour
cohm'i‘houghupum'

' | 8@@ of the KVAT.Act 2008, the |’

- amoeehsdtopuyata%ofthe

wha‘leoonu'actamuunt,the

turnnvermmspectoipuwlya

T Gmmasie e opied W]
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..'- Lo el
LA o
S

.hbom‘ennmtwllmtfmum -
of the tiuxnover of i contiastor. ]
|80 the cantractor. is not liable to|
: -,mtaxonthetummofthe '_

!

Baesthenepmtagee

S w:thﬁmhmdxtmcluaions?

g hbjecmiamtnmamane.

~T®

.Ifnnr.,plee.seindtmm

F77 Y apioific-aréas of -

_diaagreemmtmthmsms i
. "Iordl.lagmementandalm

- | attach copies of relevant .
.doctmentawhmenemy




T®

mpamdmg'-
'ufaSa(l]olthaAct. TheCmmdmmedmmpﬁm
| #a Tabour for-an amount of Rs.1,11,85,996, - _For thieae |
mmmdpummmmﬁrhmm Apper|:
| agreements no-material tranafer- involved .and purely | -
labair centract. - Mlgha-pwmﬁmsmﬁ}dthe-"
| KVAY Act 2003, the assegace Lind to pay st 3% of the [
-i-whohcmmwthommhmmw
'.?fpu:dyalabwrmniuctwﬂnctfonnputdthe
| turndver- of the contractor.- 8o the’ contractor is mot-
; Habiemmm:onthemmomaftbehbmrm g
-iﬂmthmtumilmtm e

Gk

@

o]
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: OOWERCIALTA]{ES

-Shnrtlevy due to :rregu]ar
:wtofmpﬁm

T

E Titleofﬁxd:kwlcw :

Parﬂmphﬂo

[2.11.7.319

Ty

Report No. andYéar.' -

—|[CEAG repqztendedal 32011

[y

1

Date of receipt of the Draft
"Perachnewmrhc -

ofDeparuneutsRep&y__

24, 6.11

'2732012

lai"

'stt of ansraphfkevicw

- | Since” the Depnrunmt iu mF
: _Uﬂhﬂerﬂmmmtmmdderi:
aoawnremmmﬂntﬂuwwh
'_Wmmmbm&edm

a’ validation in the|

clﬁimanydbduchonothcrthmfw -

: | paymient to exb contractors.

. .mththefactsandﬁglues

included jn the paragraph?

R

No

' | 1f not, Please indicate afeas
EICT
-.at'mheopicsofrelevaqt

:ofdlaag'eemmtandalso

' -.'_i:locumentainwppm

' T (ﬂ:-

o withmebuditooncmmona?:'.

b}
. "ppec:ﬁcamsof o]
{ | {isagreement with reasons

lfnnt, please indicate

' 'fordisagl%ementandalm

tt.tach copicsof relévant

. | Hocuments where necessary |

35172018
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Mma&lda.cthntahn

e

| ncluding nternal

impmvementmsyatcm
and procedures,

’!heAGhuobwwdtba.tmeKVAﬂmeemdiﬁed 3

mmumthat:hemmdoenmtpmnnwmk

: emtrmn opting - for mmpouaﬂing to claim any
:’dedlwunnuthﬂ'thmﬁorpmmttombmm
mmwmmmm&mm
rmmthlOBmmmﬂdeﬁrmyMncdm

_ oﬂ:crthanfm'aubonnm

3

| Modification ,mlhe _
@ | et . s
pattern. .
ey Hemofmm[ar
schm,’mectmthg :
light of findinga of aample |© - =~

| check by Audit findings of |- -
sample check by Audit” |, -




T Qz.uu{au

BEZY upmtmded 31 A, 20115- '

2713 2312

!tmnoﬂnedthatmthem

.imuch lesser  than that| "
accounted wlmh : restited inj
. | mhort remittance  of tax nnd L
.| interest of R8.0.73, Rs.1.99 and | -
s "Rs,467hkhaforﬁ1eyear05---' :
_ _ " 06 0607 . and oaaug_ -
. respectively,

-Damthebepmmtme '

T

' —Indududinﬂwmmnph?

|

-ofdisagteemta.ndalso

- *'atlachmipuesofrelevrant

. doc\..lmn%tsmsuppoﬁ

.mthemmafutum.mdpud_f
tax at compoundaimﬁuundm--'_.'_-
section ' 8{a) {1). " {n the Profit |
-_'andboasacommtheammmt.; :
'tupedﬂedasmcomemmiuﬂ, o
"not as " income - N
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T

Doesthempart.mmtagma |
withthnﬁudittmcluma?;

o i)
f‘tmmmm___'
:fordnagrwmcntmdalso 1
|| attach topies of rélevant |-
' docummtgwhcrenecesaﬂy_

lfnot,pluaemdmw




e |

TE |

" | qut-by audit b

ey |
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| @

' msm‘{:n” S
dmg

.‘ ® o

achm;pm#tmme

| tight of of -

findings of sample
eheekbyAuqit

SR

B .sample checld by Audit |
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Action taken Notes on CB AG's Reporty
1 @ |D _COhMERCIALTAXBS
| Subjéct/Title of the Review ~ shonwauomtunmrmd
_{ (b) | Paragraph | wesessment
{(¢) | Pezagraph No. 123174 ()3 ].
(&) | Report No, and Year C& AG Repoit ended 31.03.2011
| ] | Date of receipt of the Drait ' R i
I (@) | Para/Review In the Department | 11.8.11
|1 () [ Date of Department’s Reply
m ‘lheaudnuﬂntaspaﬂum
' Gist of Parsgraph/Review of pariculars in Form 13A, for the
o year 2006407, the balance cost of | -
| - ongoing coniradt is Rs.17,19,85.71%.
S T '} But in the statement of perticolgrs for
i r 1 . : ﬂ:cymm-oa,mfwtheMyw
& T : the opeming cost of ongoing work is |
- Rs.3,44,11,600.00 only and tims there |
. o is a probablo non diselosure of
DT | comtratt receipts Rs.13,75,74,119.00, |
L resultiog in short -levy. of tax and |
. . o B inmmstlh.dol?hkh. S :
IV (@) [Doesthe Department agres with
Iheﬁclaandﬁgnumchdedmﬂle No
| pexngraph?
'Ifmt.l’lmhdm:rmo{ mdm:ofﬁmmmﬁn
() | dissgreement and also sttach Which no receipts for construction
' copies of relevant documenty in rectived during 0607 were mot! .
‘support : ucated @5 on going ‘contracts bt |
o shown as new contracts i O7-08 |
-V (a) | Does the Department agree with the §
(B) [ 1600t, ploaso indicate spocific aress of
disagreement with reasons for
| disagreement snd slso attach copies of




| 'contract roceipt is Ra.469.73 lakh tait that as
. mmmmummsaukh The_A G has'

VI
and procedures, . : ' .
- Y The objection of the Accountsnt General (Audit)
@), i::.lhldinghtﬂnal in that thc total turnover conceded in the ennuel return

T andthntthmmthepmﬁtandlommmtdﬁnrmr

theyemmmandm-o&mﬂ‘umcemnot

] dﬂcrmeemtmwmbctmmudutummd

Form 13,13A.
:Mpertherem:nmdw,mmrtheym

" | 2006-07 contract receipt is Rs.471.31 iakh but that as

_psrwuﬁtandlomummlhﬂs.&lmhkh So also,
an per the retum and’ 13, laAﬁrtheyenro‘?-OS

E

method. It is ‘sdopted for income tax

_| purpose. 1t doea not reflect the actual receipt of mcome
including -

advence payment. In compounding method
‘the assesee remitted tax on the basia of receipts. So, the

‘Lactudl receipts of the contractor in the turnover shown

in part V colne.12 of 13, 134 and this amount agree

‘mmmhmmmm the year 06-
o O?&D‘?-Oﬁ

' K&eehdiﬁumubetwe&nﬁpuuh\mm

| Feturn and Foem 13,13;A recosiciliation s required and
mmmmhwhmh‘

. E -_Annmlretumnnﬂl?m 13, 131\




‘.[(hl Rer v of overpay i
pointsd out by audit
Recovery of under
(e} Asscasment, lhm‘tlewur -
| other ducs .
Modification in the schemeg
&) ard programmes including -
financing petiern
(o} | Review of slmbar
cages / compilete
acheme /project in the Eght
of findings af sampic check -
by Audit findings of sample
chack by Aundit
T ‘@) | D - | COMMERCIAL TAXES
Subject/Tide of the Review ‘Short levy dus 1o tumover escaped
i (b} | Paragraph asgasgment
: (¢) | Paragraph No. ZILT4 (8D
i {d) | Report No. acd Year C& AG. Repori ended 31.03.2011
| | Date of receipt of the Draft ’
1 {a) Para/Review ip the Deparunent 11.8.11
(b) | Date of Department’s Reply
bi1 S The sudit is that as pexr the statement
| | Gist of ParagrapbyReview of pariculars in Form 134, for the
’ year 2006-07, the balance comt of
ongoing contract iz Rx.17,19.,85.719,
i But in e sittement of particulars for
{ the opening cost of ongaing work is [
. - Rs5.3,44,11,600.00 only and thus there
.r is g probable non disclosure of
i contrect receipts Rs.13,75,74,119.00,
! | resulting ‘in shart levy of tex amd
i imumkaml'lhkh.
IN (&) | Does the Dejpartment agree with
i " [ the facts and figures inckuded in the | No
! paragraph?
f If not, Piease indicatc areas of The difference -of 66 comracts for
; (b) ; disagreement and also attach which no receipts for construction
j _ copies of relevant documents in received during 06-07 were' not
' ! supporL treated as on going - conttacts bat
i i shown as new contracts i 07-08
! statement of particulars. This has
: ! . catsed the difference in the figures.
fV (a} | Docs the Department agros with the
Audit conclusions?
|f (b) | If not, pleasc indicate specific sroas of
: disagreement with reasons for
| disagrooment and also etach oopies of
: relevant decumants whore necessary

3512018,
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vl . Remedial action taken
M/a.Agsct Homges Pyt §6d. —4. 10 ' nakulpm
hnwminmm The nodit is that as per the satement of particulars in Form 13A, for
(@ proced includi " | the yeer 200687, the belance cost of ongoing contract is
e, ng Rs.17,19,85,719.00. But i tho stement of particulsrs for the
internal controls. e - iy

ZQBT-Ol.i.é.furﬂ:emymﬂwopeninsmofungﬁnsmis
Rs.3,44,11,500.00 only and thus there i3 & pmbuh_lemdisdme

of contract receipts Rs.13,75,74,119.00.

This hes boen verified by the assessing authority the toin! contract
amount as per Pt V of Form i3A for the yewr 200607 is
Rs.17,88,00,000.00. This is the cost of works cantract for 79
and whove the land value receipts were in 13 cases only which s
Rs.68,14.281.00. The balance cost of works comtract is shown as
Rs.17,19,85,719.00 in the statemcnt of particulars for 2006-07. But
in the statement of particulars for 20417-08, the total contract axount
pending aa on 0).042007 is shown as Rs.3,44,11,600.00 for 13
contracty; It has been spacifically mentioned the number of
coitracts a8’ }3. The sssessee replied that the above amount of
Rs.3,44,11,600.00 rolats to this' 13 contracts only, for which works

R=.17,19,85,179.00 for the total 79 coniracts, The difference of 56
contracts for which Do meoeipts for constction received during
2006-07 were not treatod s ongoing coptracts but shown a3 new
contracts in 2007-08 statement of perticulars. This has causcd the

The balenoe cost of works cootract Rs.17,19,85,119.00 shown fn |

- | 2006-07 is reconcilod as under,

Total contract ot Rs,17,88,00,000.00
Less contrect amownt received during 06-07 Rs.  §8,14,281.00
balance cost of warks contract Rs.17,19,85,719.00
Contract cangelled during 2607-08 Rs. 6,21,01,126.00
Custogoers transferred to other projects Rs.  §8,88,000.00
Value of contracts included in ~ Rs. 6,65,84,993.00
2007-08 na new contracts .
Shown as opening works - Rs. 3.44,11,600.00
contract a8 on 01.04.2007

Rs.17,19,85,719.00

mmkmmﬁmammm@g'w
Rs.13,75,74,119.80 as suspected by the andit.
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)

Recovery of overpayment
pointed out by audiy

)

Recovery of undey assessment,
shonlevym-mhwdues

G

Muadification in the schemes
and programmes inchiding
financing pattern

(e)

Review of similar

cases/complete schome/project |

hﬁ"_ﬁmﬂfﬁndinggof }
sample cheok by Audit findings
of sample chock by Audit
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-Remed:lé;l :action taken -

Improvement in systern
and procedures,
inchuding internal

controls.

| In the light of the andit cbservation, thc assessing

- {-authority has rectified the defects u/a 43 of KGBT Act
‘[and fresh orders have been issued to the dealer
: | directing to remit ahort levy of Rs.3,62,088/- as pointed
‘lout by the Accountant General. Subsequently, -the

(b

" "} amount has been advised for Revenue Recovery.

{c)

other dues

(d

Modification in the achemes - |:
and progranmes including | |

finanving pattern

(el

Review of similar
canea/complete

| scheme/project in the light |

of findinga of sample check |

by Audit findings of sample |

check by Audit




17 .

with the Aldit concluaions?

taken Nq  §
{a) [ Departnient. ] COMMERCIAL TAXES'
| (bl Subjecti’i‘itle of the Short levy due to turnever escaped
Review Ha ph asscaament o
{c} | Paregragh No. T2:11.7.4(2)3 .
{d) Repoﬁo and Year C& AG mportcndocl3132011
11 - [(a) | Date of neceipt of the 24.6.11
' Draft meewmthe
Deparu:pnt .
{b} | Date of Department’s- | 27.3.2012
it} i o It was noticed that in the case of an
Gistof | ‘| assessee opting for peyment of tax
Paragragh/ Review under the compounding scheme, - the |
i / | contrast roceipts retumed was much
i resulted in short remittance of tax and |
4 interost of Re.40.17 lakhs.
IV ;(a) | Does the Department agree ' .
. with the and fgures [ No
included in the paragraph? . -
If not, Please indicate mmmwc_t;wdstom;hﬁ'
(b} | areas of Hisagreement, contract reccipts were. 4. 1
2t lacattach copies of | K& 4 mestioncd (s the sudis eport
- | relevant g 18 in wmmdmaluasahkhm
v () | Does the t agree -




Ongoing
'17,88,00,000 5814281)
mmhmmwwmmw

o 13757411900wmxnz7 of |




119

Rs.27,51,482.00 @ 2%. .

Hence the asgessment has to be revised for the
above defect. Butnoeudmregardmgthereeeiptof
1443.88 lakha an polnted out in the audit.

{b)

Recovery of overpayment
pointed out by audit

)

Recovery of under
aasessment, g.hort levy or
other dues

@

Modification in the
schemes and programmes
including financing
pattern 1

(=)

Review of aimilar
casea/complete
achemefproject in the
light of findings of sample

‘check by Audit findings of

sample check by Audit
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documents where necessary

on G’'s Reports :
(&) [ Department COMMERCIAL TAXES
(5] | Subject/Title of the Review | Short levy due to turnover
Paragraph escaped asaessment
{c) | Paragraph No. | 2.11.7.4(a)}4
(d} | Report No. and Year C8& AG report ended 31.3.2011
It (a) | Date of receipt of the Draft 24.6.11
Pare/Review in the -
Department '
{b) | Date of Department’s Reply | 27.3.2012
it It was noticed that in the case of
Gist of Paragraph/Review an aasessee apting for payment of
i tax under the compounding|.
schemé, the contruct receipts
retwrned was much lesser than |.
that accounted which resulted in |-
short remittance of tax end
. interest of R3.2.41 lakhas.
v {a) | Does the Department agree
' with the facts and figures Yes
included in the paragraph?
If not, Fleage indicate areas of
{b) | disagreeinent and alsc attach
copies of relevant documents.in
support . '
v {a} | Does the Department agree -
with the Audit conclusions?
{b) | f not, pleane indicate apecific
areas of disagreement with
reasons for disagreement and
also Attach copies of relevant




121

Remedial action taken

(@)

SdMoosslcutty, . Moothedath Fouse, Morayur,
Mﬂmpumhammmthemcuﬁm of Civil
Works and iz a registered dealer henring TIN-
32479251011,

The asscesce filed anmual rchn and audited
Miﬂl’ﬂmﬂ&‘l&&hﬂumﬂ?ﬁ While
auditing, Accountant General observed: that the dealer [
balmdwdmh-omummmdhﬁsamﬂ-
Thinmnotinnh:dedmﬂmmmﬂedﬁwthe
mmdmmtheabmmmtnntmpdd.ﬂmcc
mwmwmmmm
themuntreodvedhytheduhrhymof.ub-
‘contruct and calisd for objections if any. The dealer filed
hia objections stating that the Principal awarder, the
Chaﬁmnnnfﬁmemplmﬂﬂmlfﬂtnfmcw
bad. deducted the tix: due froin the. gross contract
amount of Re.5244155/- and balance Re4653347/-

'boennleaudto&n.E.UmBmiurmﬁngthe

wprk and copy of certificate obtained by awarder ia also

| filed. Stl.E.Ummer Bava i tirn entrusted the work to

Sri.K.Moosakutty and hence there is no tax liability.
The contention of the asscesce waa not accepted in the.
Tight of explanation 1 to Sec.8{a} read with Rule 11(4) of

| the KVAT Act & Rulea, which clearly stutes that the

linbility of the sub-contract should be on the shouldara
of the sub-contiactor himself and if he remits the tax
due.themmm&mmwﬂmpdmﬂwm
above turnover from his turnaver .5y receiving 20H

+ { Céwtificate from the sub contractor. But in thia case it in

mmmmmmmmmm
miin contractor. Intheahnmeufthnabm the
wmmmmmmmm
contractor Sri.E.Ummer Bava, The principal awsrder |-
hunuranimdmymforthewbmhctdmby'
the assosees.
MMmmentwasmpleManu&!landa
mym of Rs.209144/- being tax and Re.79475/- being
interest is demanded.

- 351/2018,

On receipt of the order the dealer has approached




122

Government for cancellation of the assessment atating
that the assessment is iHegal as it amounts to double
taxation. Theawarderhaadoductedthetaxandpa:d

.omtothesmteandhasnotclmmedremnd Hence

there is no loas of revenue in this cane.

o)

‘Recovery ofoveq;aarma_:t

pointed out by audit .

(e).

Recovery of under
assesament, shortlevym

| other dues

4

Madification in the

 schemes and programmes

inchuding financing
pattern

Review of similar.
cases/camplete :
schemie/ project in the -

 light of indings of sample

check by Audit findings of

" | sample check by Audit
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2.11.7.4{a)(5)

mﬂwfmrﬂ?mmﬂeﬂ-

- |81.03.2011
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Vi Remedial action taken
" Impprovement in syatem '
mmm The ssscesment was under Sectiom 25(1) of | - -
{a) : innhdmginl 1 the KVAT Act vide Order Wlﬁgﬁl&ﬂ{m
dtd. 280313 qeating additional demand of
Fs.4107710/- towards tax snd Re.1971606/- towards
interest. RRC was iasued to IAC Emskulsm for
oollection of amount for the year 2008-09 as
. - | per Order No.KVATA 1332/2013 dated 28.10.2013 on
condifion that the sppeltant should remit 50% of the
demand and fumish adequate securiity for the balence
amount. The asseasee filled wixy petition before the
Hoo'ble High Cowrt agminat the order of the Deputy |
Comzmisginner {Appeals). As per Order NoWPC|
28061/ 133 daizd 21.11.2013, the Hinble High Court
the asacsse to daposit one third of the total
moount - dempended snd to furndeh security for the
balance to the satisfaction of assessing suthoiity within
ane moath, The assesece remitted Ri.8 lakhs ma
DD No.78643 daad 29.05.2014 of Bank of Baroda.
assoxsee has not folfilied the conditions of the High
Court. This maiter has besn intmated to IAC,
Ernalulemn for collection of balance smount through
[b) j Recowery of overpayment | .
- | Recowry of nnder
ic) um,lhutbvym' -
‘other does
Modificaiion in e achenes
{d) {end progranunes inchuding -
*_| financing pattarm
fe) | Raview of similar
oy feomplete
schieme/ project in the light
of findings of ssmple cheek -
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V1 Remedial action taken .
Improvement in system . An per annual returmn filed by the dealer for the yenr | -
and procedurss, 07-08 coptract receipt was Re.111084311. But as per |
Tay i . acccmnde # wie shown an Re.184933481 which is the |
including internal cumulative income of 06-07 and 07-08, Henoe the
controls: differevice. - As per column No.12 of part V of 13A
: ’ statement receipt for 07-08 was Re.11108431). This
figure agres with the tumover conceded as per return, :
difference in chniract receipt conceded in the anuuad |
retum, the ncome is R8.987.06 lakh, but that in | -
. | certifiod ageount, is was Re.1837.39 lakhe. Buf in that|
year alac dealer has shown the comulative income of ). -
. | thé"Qifferefice. As per column No.12 of part 5 of 1340
_ _ atatement seccipt in Re.987.56 lakh and not Rs.1837.39 |
{b} - [Recovery of orspayzmant | - : S ’ ’
: poimbed out by sudit - . - ;
. | Recovery of under "
©} aMweunent, short kevy or . - ' B
Madification i the sciemes . ) . g :
(@) | 204 propraaaes includiog - | -
(€] | Woview of stmilar =
[ acheme fpeoject in the light . o
of findings of swople check . ) . .
by Audit Sndings of sample : ' . B
checke by Audit
t
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Departui:;nt-

documents where necessary

e COMMERCIAL TAXES
p : . ) _
(©) | Subject/Title of ths Review | Short levy due to turnover
1lc} | Paragraph No. - 2.11.7.4a)(7)
) chortﬁo.and‘(ur’ | Cés AG report ended 31.3.2011
") [ Date of receipt of the Draft | 24.6.11
Para/Reyiew in the '
Deparoment
) Da:eofibepummx'-ngpa; 27.3.2012
- Itwnnoﬁoedthaxinﬂnmeo{
mathpmyatheview an asscssce opting for payment of
' : / : tax under the compounding
returned waa much lesser than
that sccountegl which resulted in
: short femittance of tax -and
_ X B interest of Ra.8.06 lakhs.
(a} | Does the Department agree .
with the facts and figures . | Yes
mdudedinthsparamph? i
: -Ifnot.l'laneindlmeueuof
(|8 disagreement and alno attach
oopiuofulevnntdneumtnin
suppart ' :
{a) | Does the Department agree -
with the Audit conclusipnes?
(b) Ifnot.plegninmlpedﬁc
arcaa of disagreement with
reasona for disagreement and
alsoatuohoopluo’fmlwmt
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programmes including
Jinancing pattern

Vi Remedia] action taken
Improvement in system | . .

@ | and procedures, {1 A notice u/s 25{1) of the KVATAct’ZOOGmi“ued_w
including internal the dealer and the dealer replied that the taxable
controls. ‘turnover returned  ine the annual  retum

:Rs8.1,17,06,062/- is the actual amount received from
the contractors in the year 03-09. As per accounting
system the receipt mentioned in the P&L Account is
‘purely sales amournt. From sales amount only the frm
can caleulate the profit. But on the other hand receipt
&omtheeomnmawuunteduadvanoeandun'
reﬂectadealanoeSheetnliabihty After executing
ithe sales deed of a party, reduce the advance amount
from the sale amount and the party will remit the
‘balance amount if any. Every year the advance received
‘amounts are accounted in the advance account and the
'} figure explained in the balance sheet as advence is not
khe current year advance receipts. It in actually opening
ﬁgun of advance amount of the last year plus current
year advance minus sajes executed figure of each party.
. Botheadvmoeamountmtbcbalanoesheenunotthc
advance amount for the current year.
Proceedings u/s 25(1) waa issued rejecting. the
above explanation as per order dtd.20.6.2011, :
1 meappealﬁledagainsttheaboveassemtm

(b} | Recovery of
overpayment pointed
out by audit '

Recovery of under ‘

{c) |assessment, shortlevy |. -
of ather duea :
Modification in the '

{d) {schemes and -
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3512012
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M
1(a) Dc‘partmcnt - COMMERCIAL TAXES
1{b)- Suhjecl:;"‘htle ofthe Review' 3Short'1ewduetomrnmr
' Paragraph R .escapedassessmcnt
{¢) | Paragraph No. P T211.7.4{a)9) '
Ad}) | Report No. and Year Ok AG repnrtended3132011
{a) Dateofmce:.ptoftheDmft 24.6.11 . '
Para)'Renewinthe :
I |Department . ' f .
't {b) 'Date ofDepartment’sReply 27.3.2012 o _
K - It was noticed that in the case of |
: Gmtol'Pgrsgmph;Rgview ’ anmcmeoptm;farpqymmtof :
3 acheme, ttw contract- rempts
A returned was much lesser than
I .-thatacucuntedwhichremltedm :
: ghort remiittance of tax and |-
- Jinterest of Ra.224.06 lakhs.
‘1 {a) | Does. the Departmentagrec : ' ' :
t - | with the facts and figures - [ Yes-
.| included in she paragraph? |
. .{ f not, Pieae indicate dreas of |
o) | disegrecment and also attach
' copiesofrelmmdommentsm : :
support : K
{(a}. DueatheDepa:tmen.tagree -
| - | with the Audit conclusions?
(b] Ifnot.pleqseindictteapec:ﬁc
| | areas of disagreement with -
) reasonafordmgteﬂn-tmd
| also attach copies of relevant
documenmmmneceisary




mmmmwmﬁmmmpm
thnthebﬂmm&tbemshmmmnt .

 Re.49,12, 14,0747+ aa- adiverice durig the yoar 08-09, |
Mmmwmwahmﬂmmlyn _

- |itemabde. - mnmmmmmmmedommv
- [iRa.24,50,02,036/- han sacapest sscanmant.. ‘The actanl |
'iﬁmuaapuﬂ:e?mﬂh&?zqﬁ&&lmmmm','
TiR8.24,54,02,036] - Hexcé' & & j

- tax of
én.1m1oa+mdh1m21mdanmemtof
R8.2577703/- upts 5/2010 wes due from them.

i On’ subsccuent ‘verification of the assessment

-}’qeotdutwanmﬁcedthnmditmmmsﬂeandthe'

: MOB-OQmmpemdandxeﬁaedanper
i ded. 11, 1011dmsndmsatuofl!n3,ﬂ.42039!
and an interest of Rs.99,98;0327-,

Thawha&ahmdypmdmpomdedm@
B% on the reported tumnover of Re.24,58,12,938/- (e

| ®e.73,74,388/- an tax -and -Ré.73,744/- aa céas). ;

Hahmmdns@ﬂ%onthuturmeriu

: Ri1,2290,647!- as tax and Re.122906/- as cees. |

Furnover ‘escaped . asstssment ia Rs.24,54,02,036/-.

| Tax due'® 8% on this amouneia Rs.1,96,32,163/- and|

Euduei-l!a.l?&,:ﬂﬂf- Balnneemmdmndnnh :
3,22,42,039/-. _
mmha-ﬂhdappealmmathemmt _

: drder. qucovuydthebalancemounthmdby -

mnmmmc«mdmmmmﬁmmm-

i dnhrmalmapqymentoftumpmmmonntdlhl

)

Recovery of
overpayment pomted

'} out by audit
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) 12

@

. ._@j- :




{s} Depa.rtmmt . COMMERCIAL TAXES -
] rSutﬁect[’l'iﬂenftheRem Turnover eacaped asacsament
- wragraph . .
. | &) [ Paragraph No. :
N S 21174@{101 :
{{d) ReponNu and‘fear C&AGupartﬁntheyurmdnd
| 31032011
] _Dntcnfmodptufﬂ:em
| Para/Review in the Department
{b) _Datenﬂ)epnrhnent‘.mply
IR . : ---Them:ditolgecﬁnninthhelieil
. [ Gist of Paragraph (Review  [that M/s JVN.propertios during. the | -
1o {reeeipt in the Annual yebum’ for an
i ) mmto!Rl.M‘?AzS{- Where an
jin the Balgnce sheet,. the confract |
o . hmemncdedmﬂu!,ss.ﬂooo,;—f :
11 o ‘incorpe of Re.61,55,000/ -, Bhotthvy .
: I . h‘worlnedtogaﬂalnkhn '
|| net, Plesse indicwts areas of
{ . | coples of relevant documents in
'| (a) | Doea the Department agree .
| with the Audit conchrmians?
() | Hnot, ploass indicate specito
1 | aresm of disagrecsnent with
also attach copics of relevant !
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VI Hsmedillmtahn
i Imptnvmmt_ﬂludmmﬁtm iheﬁuwuminnﬂhtheﬂdltn{m
1 .| insystem = |<f scoounts produiced by the assessce. Verification of accoumnts’ revedlicd
X (@) | and ~ . " | st the contiaet for the year 2006-07 vias Re.305000.. The
i o ‘coutract receipt for 07-08 was Ra.5812238 and that for the yeur 08-09
*.| proceduren, |was Ra.0630120. . the total contract receipt for the above 3
| inchading ymmmmmhl.'aﬂ?ss& Bosides, the amonnt-of Ra.94643
interpal © . | ¥as also recedvable 08-09. The figure of Re.15842000 represent |
contrale. the tota) coniract receipt for (6-07 o 08-09 and the receafvable for 08-09.
' The contract receipt for 05-07 and 07-08 has already ‘self assessed
- by the contracior. - Therefore, the contract recript pertaindng to the yoar’
) Mmmmolaoudm RIlSM?OOOumdlUImHL
_ I | $pReoco
2 | ‘153680 om0 | qen
Clit |
pekoted out by
nudit
o ﬁ_awmxd .
(¢ jyode - ..
- }_ \-ua-‘mmt.
- | oot Jevy o
" iodifoation i
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@ C3

3512018,



| (e} | Department COMMERCIAL TAXES
fb) | Subject/Title of the Review - Turnover cscaped assessment
Paragraph -
-}(e) | Paragraph No.
_ 2.11.7.4{a){11}
{d} | Repart No. and Year C&AG report for the year ended
: : . 31.03.2011
{#) | Date of receipt of the Draft
- Para /Review in the Department {
) | Date of Department’s Reply
ey | b o, it B
i . ‘of Mja Builders
Gmtd b/ .+ |for the year 2008-09 opting for payment
’ of tax under the wcheme, |-
the contract receipts returned was much. |-
lesser than that accountzd. Short
‘remittance of tax Re.18.09 lakh.
{a} | Does the Departmmt agree
with the facts and Agures
induded in the ?
If not, Please indicate areas of
(b) | disagreement and also stiach
wuppaort .
{a) | Docs the Depariracnt agree -
with the Audit canclnaions?
_ {b} | I net, please indiexts eppocific
-| arean of disagreement with
Teaams for and
also attach copiea of relevant




Vi
@ | inel
controls. "|that s per accounts was Re.576:49 lakbh. Turcoves
encaped was Ra.188:13 and the short levy is worked ic
‘18,09 lakhs.

The wbove objection wae examined by the
department and .found thet the finding of mudit is
sustainable in view of the circular No.3710. 4£.5.3.10.

oL . Henco . divection has  been iuuod “to complets the
(b} | Recovery of overpaymeni . - j S R .
- | pointed cut by mudit S
- | Recovery of under ]
Il“]' Assssment, short levy.or -
" | Niodificatinn T tho achemes
(i1} :tdpl::mlnnluﬂng -
ie) | Review of similar
enacsf coiplete
nhmn{mhmw
of findings of ssnpls check -~
by Andit findings of sampile
check by Audit




o LRSR A8 PFLEE
{a} Deptrtmg& . COMMERCIAL TAXES
{b) | Subject/Title of the Review. | Turnover escaped assestment
Paragraph s - .
(c) | Paragraph No. -
e 2.11.7.5(a){17} )
(d} [ Report No. and Year C&AG report for the year ended.
I . 31.03.2011 _
~ | (W) | Dwte of recapt of the Draft
Para/Review in thé Deperiment
(6] | Dase of Departmenta Reply
. ) ) . y
oot g e |/ Sk On et
. ) - 4 compounding scheme that the contrwct
{a) | Doestha Department agron
with the facts and figures
inclnded in the paragraph?
¥ not, Flosse indicate areas of
(k) | disagreement asd sleo sitmch
coples of relevant docurnents in
{a) | Does the Department agreo o
with the Audit conciualone?
{b) | B not, please indicate specific
4 .| ercem of dlsagreement with
reasons for dzagresvent and
Blso sttach coples of relevant
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check by Azt

VI Remedial action taken
Improvement in gystem | M By
) and procedures, ' to the lmd.lt obgervation the dealer
(a) including in returmed Re, 1853.00 lskh, whereas that as par P&L
uding internal ‘account it was Rs.2014.48 lakh. turnover is.
controls. R&l&lSQhkhWhnahartlevyofR&S.Slhkhalong
with interest. - 1
The above findings of audit was examined by the
department and found that the para is sustainable in
view of circular No.3/10 dt/5.3.10. Hence direction has
| been issued to camplete the asscssment on the above:
lines a9 phinted out by andit.
{b} | Recovery of overpayment ]
paointed out by scidit i
Recovery of under . i
{c) ‘asscassment, ghart levy or - ~
| other duss '
Modification in the schemhes
i} mdme.hﬂhding -
(¢) - | Review of sitiiisr
'{ cases/complete
. | scheme/project in the Lght
1 of findings of sample check -
hyhuditﬁndmpdlﬂmple
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Subject/Toe of the_:Raview

-109-10 and tax due thercon was

(b Shartlevyductotumtwer
Paragraph : eacaped assesament
(c) | Paragraph No. . ! 2.11.7.4[b)
J {d) | Report No. and Year. . C& AG teportendedalamll
1 {a) Dateofmmpto{thebraft 24.6.11
' Pﬂm/Rcviewmthc
Department .
] DateofD’epamnent"bReply 27.3.2012
1T 1 : Scrutiny of the asacsament records
Gist of Paragraph /Review revealed that the contractor was |
' ; isaned. certificate in form 20E for
! receiving contract amount of
| Rs.4.24 crore without TOS #om
i three awsrders. However, contract
H amount retumed- as received from
L the adid three awarders was |
! Re.47.90 lakh only. Thereby
! ‘comtract amount of Re.3.76 crore
' had - escaped assessment. This
.- { resulted in short. remittance of tax
: -| of Ra.11.38 lakh. {@ 3% + ceas).
IV | {a) | Docs the Department agres : -
: with the facts and fig No
included in the paragraph? |
- | I not, Please indicaté arsas In the 20E Certificate issued, gross
(B} ofd.laagreementa,ndﬂgo confract amount was alsc shown
' attach copies of relevant * |48 Amount of Payment Sought'. |-
documents in- suppoit This was an oversight. The actual

receipt during the year was much |-
lesn. The coniract emount what
was received during 09-10 waa
declared in the returna filed for |

paid.
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(a}

Does the Department agree
with the Audit conclusions?

@

1f not, please indicate
specific areas of |
disagreement with reasons
for disagreement and also
attach copies of releyant

documents where neécessary
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. . controls,

' mmm:.m

[{1_[Jose Chadke, Arackal | 32560000 | 33500000

lnmemECuhﬁcatemwed,mnmmmunt

Vi Ramcdhl"aﬁtimtlhn
S iri:Mohann Mathew, Neeieﬂ:u Conatruction, a works
lmpmvementin-uystem immunthemlllafcmtwca,l{ummw&r
{a}, | and procedures, Immmdmmmmpmmmﬁm
-.~_mg]uqingintem’all ' ,ﬁlﬂMﬂedm&mmﬁomlOBdildoamg'
' _ ‘ﬁ‘nctmcdmofRsWSubrc Saumyoeme

‘lakh: only, thmhymmmﬂmavs.som
;hnducnpedumnment This resulted in’ non
i oftlxRallaalakhﬁa%i-oeu] .

5 "The - ‘assessing. authoriey': -has verified the
mgmmtmmﬂwvutﬂédthamunuofthe
i DunngOQ-lOCarﬁﬂcatemfmmMmuaued
taraommmmtqrﬂnnssoumma

contrects (Awarders), S
[S1; | Name dmarder Gngu - TAmount of
No. .. | contract payment

| per 20E

2 | Paragon Folymer 9000000 | 5000000

3 | Swamakemsl Jewels ssoobo 850000
1 India Pvt. Ltd.

Wanahaalwwnuﬁmountofl’ajmmt&ught' Thig
‘was an oversight. Thaacmalrecmptduringtheyear
wumunhhuasunder
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Sl, | Name of awarder Amount | Amount
‘Ne. received received
- | during | during
- : - | 0%-10 C10-11
1.1 | Jose Chacko, Arackal | 4368135 15934282
2 Paragon Polymer 4527665 5669500
13 'Swarnakxma.l Jewels 1560889 {completed
. : 09-10}

The contract amolint what was received during 09-10
‘was declared in the returns filed for 09-10 and tax due
thereon was paid. Hence there i no case of cscapement

pomted out in this audit obscrvatmn

b)

Recovery of bverpaymzn.t

- pointed out by audii-

{c)

Récmrery o‘f under
asscyament, short levy or

'| other clues

@

Modiﬁbat{on in the schemes
and programmen in¢tuding

©

Review of aimilay

cascaf complete
scheme/project in the hght
of findings of sample check .
by Audit findings of sampie

1 check by Audit

35172018,




D'epamnent-:- .

TCOMMERCTAL TAXES

| documents in support -

{«) :
{b} | Subject/Titie of the Review = | Omiasion to forfeit the illcga.l
Paragraph - tax collection,.
| (c} | Paragraph No. . 2.11.7.5( to 5}
d) | Report No. and Year, ' . { C&% AG report-ended 31 3 2011
It (s} | Date of receipt of thé Drait 24 6.11 ;
Para /Review in the ;
Department = -
{b) { Date of Departmcnt’h Reply 27.3.2012 - .
I ‘It was noticed in audit at CTO
Gist of Paragraph/Réview | (WC), Emalulam that there was
4 accounts as wel as from the
agreement entered into with the
- | awarders, in respect of 5 works
o 1 contractars who opted for payment
of tax u/s 8(a) of the Act. But the
assessing authotity. did not forfeit
; the amount collected by way of tax
: and interest Rs.15. 42 mms to the
g Government.
V. |(a) | Doés the Dcpa.rtmcn; agree |
with the facts and figures | Na
included in the paragmph? _ : o
: If not, Please indicate areas - ;hemxeon;aczjmuonedmthe
i ; 3 ’ orm 13 annual return is
® .:mx::f alsto acmailly not the collected tax; but.

| it ie the tax etement of the transfer
"+ | value of materials.

None of the assessees have
coilected any amount from the
customers in contravention of the |
provision of the Act.
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{a)

Doesﬂ:enepartmantaame

. With the Audit conclusions?

(b)

If not, please indicate

{ specific arean of

disagreement with n'mnns

| far disagrepment avid.iso - -
_ _attach capies of relevant

-k documents whers hecéstary
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controls.

Vi Remedial action taken
et i 1. Mather Profects  2005-06 to 2007-08
:;d! m:l“t meystem [ o Noal Villas 2005-06 th 2007-08
fa) | and procedures, 3. Korath Guif Links 2006:07 & 2007-08
including internai 4. Kent Conistruction 2006-07 & 2007-08
5. Ilesai Homes 2005-06 o 2007-08

‘The objection is that the above dealers have collected
itax illegally which has to be forfeited to Govertiment
-Account Failure to do so cansed ahort Jevy.

[/The abjection is not correct. The above assessees.have |
|'not collected tax from the cusiomers: The dealers have

opted compcundecl tex payment system for the above
yem

fThc oollcctmn of tax is explained in secnon 30 of KVAT
Act 2003. : :

|icon of tax by d

30[2) Dealers registered undcr this &ct' £xcept those |
‘dealers paying presumptive tax under section 6{5) and
ﬂmpaymgtaxunderaecuon&(a] aloncnhal.lbc
ehglble to collect tax.

Tax is collected through Hills or Inveices. In the casc of |
waork contract under compounding thie prescribed Form-
‘pf BillfInvoice is Form 8D up to 01.01. 2008 and Form

SCA from 02.01.2008.

In Form ‘8CA and 8D no column is provided o show_the
tax and hence tax cannot be collected by the dealers

| naing ‘Form 8D or 8CA. Aa per section 30 dealer can

‘tollect tax throuygh Bills i.e, Bills in Form 8, 8B, BC ete |

‘I whent such tax is specifically mentioned in particular

column of the Bill and collected by the dealers, such
-collected tax shail be paid by the dealer to Government. -

In compounded cases, the prescribed Form of Bill is

| 8D/8CA where in po column is. provided for the

collection -of tax and therefore the dealer/contractor
Lannot collect tax by raising Bills in form BD/BCA.
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ﬂletﬁxmuectedmmmedmr.hel"m 13 13A/annual

. .remmmactuaﬂynottheml}echedbax but it is the tax

element of the tranesfer valué of matena.ls

None of the assessees have collected any amount from
. the pustomers. in contravention of the provision of the
: Act. Itmtmethatmtheagrmtmtﬁedmtomth
-the custotners, the fo.l.lowing clauae i incorporated in
' the agreement, - :

‘time village building tax . contribution - towards
3Consmxcuon Workers Welfare Fund Board, all service
‘connection charges for water supply, slectricity supply,

|itelephone including related dgposits and duties leviable

_on the constructions deposit for building maintenance

‘handing over of the fitst apartrizent are liable to bé paid

'ﬁforanyﬂnngdoneourdemcdmbed.aneundcrﬂna

Eagreement e

r'l‘hc eonatn.lchon ofav:llafﬂ.atwillmntommethm
‘oné year. Payment under different statutes may depend
upon the position of law in existence during every

‘certain lévies/ duties like charges relating to water
~supply/ eleciricity connection, building tax etc the

“{liability is on the building owner [customer] whereas in

the case of indirect levies like service tax, sales tax etc,
the Hability is om the contractor and where the law

‘issued to the customer.

{.Where the law does not permit such collection, it

Jbecomes. an enhancement in the cost of cénatuction,
which fa the practice in the case of all irrecoverable

doeanotmeanthatthebu:lderhavccollectedanym:n

) th!‘ Invoices issted to the customers.

ln the present case, the Buﬂdmhmnot conectedany
tax,

Moreover without issuing Bills, tax cannot be collected. |

“that if any tax including tocal taxes, sales taxes, one |

permita collection, it will be collected in the invoices |

levics, This is a general ciause incorporated iy every
.| agreement 80 as to take care of every situation. That

1:for a period Dot exceeding six months from the dite of |

‘finenciel year based_on the statgtory changes brought |
@bout in each statute from time to time. In case of

(b}

Recovery of

coverpayment pointed
out by audit
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(c)

Recovery of Under

assessment, short levy‘

or other dues K

(d)

Modification in the
schemies and

programmes m.cludmd A
- finapcing pattern Lo

T®

.Reyiew of similar

- eaaesfoompiete




{ documents in support

fa) Dcpartment B
(b} Subjcct;'l‘me of the Rewew Omlumnmfoﬂeitﬂ'leﬂlﬁgal
’ - | Paragraph ) tax collection,
fe Paragratho 2.11.7.5 (6}
{d} RepnrtNo.anchar Cé AG l'eportcndcd 31.3.2011
il (a) Da.tpofrecelptofthebm._ﬂ:' 246,11
: Para/Review in the - '
Department : .
(b} | Date of Depaﬂnimtfp Reply ' {27.3.2012
I - Tt was noticed in audit at CTO|
Qist of Paragraph/Review {WC), Pathanamthitta that there
o E was collected tax as evidenced
5 4 from accounts as well aa from the
' ! egrecment entered into with the |
! ‘awarders, in respect of a works | -
! contractor who opted for puyment
| of tax /s 8(a) of the Act. But the’
| asssssing authority did not forfeit |
the amount collected by way of tax
: andintmatRl.lO%laldlstﬂthe '
I\ {a} .DoestheDcparnnen;agree .
' with the factg.and figures | No
fncluded in the paragraph? | o N
I not, Plense indicate arcas | Verification of statements  of |
.| o) | of disagreement and also accounts and Audit. Réports does |
attach copies of relevant not reveal any tex callection. No )
) dther evideiice was forthcoming to i

prove that the assessee has
collacted sny tax from. the
‘Awarder’. So there was no reason

to order forfeiting the tax collected.
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(a}

Does the Departmén_t agree
with the Audit conclusions?

(b)

If not, please indicate
specific areas of .
disagreement with reasons
for disagreement and also
attach copies'of relevant
documents where niecessary
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Vi Rﬁmdhlactiontahn _
: ' I.mwﬂtsﬂ'mpmaﬂuﬁwmha
3 Impmvemmtmaysm Woskd Contractar in Civil Work. . During the year 2007-
“and ‘08,.the assesses opted to pay tax:at the compousided |
(a) proced\mas ] mtsandpa:dthgtaxmqmgly e
im‘«!udmsmwmal “Siled ‘copies of wark agreements.

. 'hmdmenuc.wdmhmqummdms
’ theesﬁmaﬁedtaxmneﬂmmpenﬂty .

mduoedﬂ:enmemdmmnbmm -the

MWmhmmmmm
Kollam and the  appellats

mthorityhunet—mdetheummmtandmd-

for fresh _ videorderNo A 3377111

351/2018.
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: !dmdiii’azouwuhmeobummmmm
i mmwmm:mt
i :
N ,{r : .-‘v........-..“.-,wm the df
5_-_inemdingonpmdthemwmdmvuﬁed'
A é-hyduamednganthontyandhmﬁumdthatthey'

’EMGPVAT manedmmﬁwhmgﬂmudmﬂed
- mmva?wuepdm G o




{a coumcmm&s , .
T mmmomehm om..ionmmthemem'_ »
Ttel Pmmph! No. ---;-2117537;

JEGT Rc_gmﬂn.and\'ear' - | Cla AG rcpartendedal.amll

(a) | Date of raceipt of the Drant f24:611
- Para/Review in the Deparizaeiit

{b) Dataotneperunmt"iﬁew PIEVIVR ' '

i Itwnoﬁoedinmditnt cm

Gmtofl‘amgraphﬂ#vww : --W@.W.mmmmm.:-
B g &nmamunwnu&uhthe -
: - | agreement - entered - into: with the.
} | awmrders, in reapwet of u wprks _
3 . | comtractor who. opted for peyment |-
i | of taxufas 8(a) of the Act. But the
N *| asncaging authority did not farfeit |
. :f .thcammntmﬂeewdbywufm :
_ o .mmmmalakmwm
(a).-DoeatheDeplrhnentMe R
| { with ths facts and figures. No
hchadadmthapara!aph? b
1 Ifmt.Hbaseindicatému '-Veriﬁcnﬂon cl m af :
(1:7] ofdiwmand "] accousits snd Audit Reports ‘does |
_ . | attach copies of relev g T.‘:ﬁmealanytumllecﬁm.ﬂo
- : eviderice was fortheoming to | -
_docummtainsuppoizt ‘prove that the | oo has |
£ L A - .m-.wdqrfur&iﬁngthetudouma. -
1 (a} | Doca the Departinent agras with. | .. - R
| the Andit conclusions?
| (o} FIf not, plesss Indicate specific
attach coples of relevant )
docutnents where necossiny -
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Ramedlalmlontlken

and pmcedures,

controls. .

- I'sTheuqu.B-TechBundmiamwm'
. _=Impra¢ementmsystem
&

: Contractor in Civil Work., During the year 2007-08, the
a.msmoptedtopqtnnthemmpoundedm and

_'paidthptaxau;ord.ingly ﬁeamsseehadﬁledmpiea'
_oiwwkagreement. -

hthemtmotherthingsthmmaf
pmvtﬂminmpwmdwhﬁe/byﬂ:s'awardu'.igﬁame :
o pay statutory charges. This provision ia i '

e mthemamthaxthmwhe‘mmmﬂsﬁm '

‘when compounding option .is rejected. In suth

~ ldrcumstances, the tax can be collected from the |

mmmmv sm&'mammmm ’
‘contractdr to coltect tax ih. cnethcyoptedpraymmt-
(of tax under compaufiding aysterm. *The lisbility. to pay

-uxmuwiththeumtacmandnottotheawarder.'
) Whenpmummadn,ﬂ:eawardarmydeductthe

tax from the payments mads and remit the amount to |

[iGovernment U/a.10 of ~the' KVAT Act 2003. This ia |
| done only whesd the awmider is riot authorized to. pay
-thecounuctamomvuthouthavmgdeduptedm__

-m_munt._

1 Veriﬁmtlm d-tmmdmunu aind'&udit
| Reports doea,not- reveal any tax collection. Na. other

mmfmﬁmmmmmmhu '
bollectedanymx&omthe'Awder‘ - So thers was no
‘reason to arder forféiting the tax coliscted. However; on

. thebaaiaofthcmditobmaﬁmthaithmudemd '
1 collection  of ‘tax which' is Lable to be forfeited, the

.asscssing suthority has called for the books of accounts-
of the assesses. . But "he has not produced the same

-t and in its absence and in the interest of reveniie orders |

hmebeenpauedfurfeiﬂngtheuﬂmntedtaxmgether-

_ wrth penalty. _
1 The assessment was completed - order :
'_ NO 32030775224{2007-0@ dated - 28.09, ’2011 . The

the order in a




'15-I7'

|
1
fi

3

S Depdwcmm(Appeaml Kol.lamont.hegmund-

.| ihat the asscdsment was completed without sufficient |
i .| evidence,” The - Appellate ‘Authority . set ' aside the
' mammmmieandthcmmmmdedasper .
.| order .in KVATA{PTA)323/2011 dated . 08.03.2012 for |-
.1 fieah disposal as per law. Musmmmtprueegdm.ga
7] is now pending before the assessing autharity. -

[®

outhyaﬂdlt o i

Recovery of under

schemes and

: _progammuincm [

ﬁnmpattern

_{c].'_"assessment shortlmy ; = ' .
o orotherdms
— Modxﬁeaﬂonintﬁe' :
-1 d). -

1) -

Review of similar

cases/complete. . .
‘'scheme/project in the *
ight of findings of =

samplecheckbymdtt“_'
findings of sample - “}}.
*| check by Audit -




'-'attachodpmso(tdevgﬁt 3 l: :

o). Suhjm;ﬁqeof.the_gegm;. ﬁhmlevy.dmmmemct
{¢} | Paragraph No..- | - 2118.1(:} _
(d) | Report Ne. and Year: C& AG reportnndedal?-mu
118) [ Date of receipt of the Draft . | 24.6.11
_ M{Remwmtheq
Departient | : '
1.0 Dateof[)epamnmt‘akeply 2732012 . -
- - wsmmnnclmandommm '
GistofPara;rah | Pyt.. Lid, a mechanized metal |
g, P f i  crisher unit on the rolls of CTO,
' M 3. Cirele, Thiruvinanthepuram
[had opted for payment of tax|
' § -{ under section 8(b) of the Act for |-
¥ {the year 07:08. . The .unit|
.| posageied o cone crusher of. jaw
o -gize ‘36" x 8" which is classified |
LA .| separately fram 07-08 onwards as.
L it is neither a primary nor &
{1 - |secondary crasher on which tax |
o fwas paid at the rate of R&.3.60 |
- - lakh (secondary cruasher) instead
_{af at the correct rate of Ri.7.50.
1. _'_mmmgmmmu
[E1] Doesﬂ:enepart:nentagree _
' wﬁhthefactsmdﬁwrcs _Y_-ea
-.'mchxdedintheparagmph? :
- Ifnot.ﬂeasehdiutem
{b) | of disagréement and also
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(a}

o
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samp;echsckhymm

VI l Remeﬁiq‘licthnhken
._fufammdﬁrmmmPetMa
lmpmvmtmsy‘stm med;qundmﬁlmaharunitmlhemﬂ;nfcm 8|
1) | and procedures, . 1} Gircle, Thitivananthapuram bad opted for payment of |
including internal i mxundermﬁmﬁ{b}nfthe.ﬁctﬁrtheyearﬂ?-ﬂ& The
controls. - umtpoamudnmcuahaofjawmeaﬁ’xa'whwh
| is classified scparately from 07-08 omwards as it ia
; i | neither a primafy nor a secondary crushier en which tax
; ! wmpa:datthemxeomeSGOhkh(mdaxymshur}-
: | instead of at the correct rate of Rs.7.50 lakh resulting in
'| shart remittance of tax of Rs.3.90 lskh. In the light of |
: \ | andit, nesessment for the year 07-08 was complatid as [
‘ ‘['per order dtd.6.12.11 w/a 25(1) of the KVAT Act 2003
: ‘Icreating additional demand of Rs.1370250/~ ffhx
K Ra945000{ andmmutnmzszson ;
(b} Remveryofmpqyment . .
pointed out by audit
| Recovery of under )
{c) |asacssment, ahnrtlevyor.?:’ -
| other dues ' ,-
- ) Mod!ﬁcatwnmthe

td) schemesmdpmgrmmu{ -

. patdern . ]

{e) Rwi.ewol’mmlar _

: cases/complete :
achemgfprqectmthe u -
light of findinigs of sample |} - ‘

" 1 chiéck by Audit findinge of |! i

*a
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Action taken Notes on Cf AG’s Repoarts

i

3512018,

(2) | Deparument | COMMERCIAL TAXES
(b} | Subject/Title of the Review | Incorrect computation of
" | Paragraph '  § compounded tax
{c) | Paragraph Ne. 2.11.8.1(5) -
{d) | Report No. and Year. Cl: AQ report ended 31.3.2011
n (2) | Date of receipt.of the Draft | 24.6.11
| Para/Review in the : :
| Department )
o (b} ¢ Date of Department’s Reply | 27.3.12 .
I - T It is found from the mspection
Gist of Paragraph/Review - | report dated 4 July 2008 evailable
o : in the records of CTO, Thiruvalla
: that M/s.Panachayil - Industrics
was in poseession of 14 metal |-
crusher units, which they opted
for compounding in 08-09.
Howevet, in 08-1Q, they opted for
. compounding .of nine crusher
units only. = The assessing
authiority had no deteils regarding
disposal of plant and machinery
by the dealer and hence the matter
needs .to’ be investiguted as to |
whether thers was short levy of
: i compounding tax during 09- 10,
) {a) | Does the Department agree
- | with the facts and figures No
included in the paragraph? . _
.| i not, Please indicate areas | The Commercial Tax Officer had
) | of disagreement and also graated permiszion for
| attach copics of relevant compounding u/s 8 in form
documents in support No.4DA for the year 09-10, after
: she had coriducted enquiry at the
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. . o

a0 - The . o permiasion

crusher site and taking note of the
oumber and type -of -crushers

| erushing unit: at the time of

inspection and after verifying the

detiils ‘of “croshing mechines

inatalled at the unit by aciual

| counting, The. Commercial Tax

Oﬁoermpaumurderganﬁng

.| permisslon: for .compounding only

mthebm_qoftheoompoundmg

_year for wh!ah ‘cempounding bas

been sought far, in this case, the |
yeubmaog-lo .
fon
mmpoundmgford‘mmO‘?lD )
cannet be based on the enquiry
done on 4.7.08 which was done to
verify the  details' of the
thie year 08-09 by the asseace. The
campounded tax for & year can be
fixed only on the basis of the |

.| actizal number of mechines seen
inata.lledandﬁmcuonmgatthe

aite during the year.

-1 Does the Department agree

with: the Audit conchiisions?

(b}

1fnot; pléase indicatg.
specific areas of N
disagreement with reasons
for dmagrcemcnt and also’

| attach copies of relevant
| dociiments wheare necessary.
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Remedial:action taken

{a)

Improiemmt’m system

and procedures,
including im_:ema.l_
controls. :

_ M/a.Panachiyil Industries had filed compounding
| application in form No.1D for the year 09-10 disclosing
|6 secondary crushers and 3 primary crushers on 2.4.09
jto the CTO, Thiruvalla. Pursuant to the application. |
-enquiry was conducied at their crusher usit by the
' Commercial Tax Officer-an 19.5.09 and the Commercial |-

Taxoﬁcﬂhadmtedthatssemdmycmahemanda

pnmaxycruahmhadbeenmsmﬂedandﬁmcﬁmnngat-
1thsumr.. Based on the ingpection at the crusher wiit of
jthe asaessee a' compounding order -in form No4DA,
"datcd 26.5.09 was. issued to the asaesses fixing their
itotal: compounded tax liability for the year C9-10 at.

) .1Ra 18,18,000/-.. Asfarasthecompoundmgyesrﬂg 10
- [iwas concerned the dealér had filed a compounding'
. apphcatmn in form No.1D gdisclosing 4 secondary

1cruahmol‘sme 16" x 9", 2 secondary crushers of mize
30" x 10" along with 2 primary crushers of size 30" x
20" and one primary crusher with jaw size 427 x -30°.
,’l'he enquiry conducted by the Commercial Tax Officer
on 19.5.09 also confinn the number  and type of
secotidary and primeary machines instailed at the
crusher unit as disclosed by the asseasee in their |

' mpoundmg application.

For the year 08-09, the assessée had filed

. } compoundmg application in form No.1I¥ dated 11.4.08

d.ucloaung eleven. secondary crushers and three primary
«rushers, An enqu.l.ry was conducted by the CTO at the
‘crashing unit site of the dealer on 4.7.08 based on the |
compoundms application of the assessee. The OTO had
hoted 10 secondary machines and 4 primary crushers

-{inatalled and functioning at the crusher unit, It-is-

further noted in the enquiry report that one secondary |
machine of gize 16" x 97 had been replaced by & primary |

machine of size 42° x 30". On 18.6.08, on the basis of
the compeunding application filed by the assessee and
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: | the  subssquent’ enquiry report the CTO passed .a
- ) compouriding order in fofin N&.4DA datéd 24.7.08. |

b A further scrutiny of the quarterly returns of the
] assessea for the year 08-09 revealed that they had filed
7 thé last two quarters diseloning only six
S ﬂoﬂmdwmammdﬂueepzmmauahmmatm-

s ”ofiheot%naﬂymanaﬂedehvm seoondarymmhmand

© 7 Fpermis _farcompoundmgu.{nAmlbrmNom}.ﬁm
7L R e 0010, after sha-had canducted onguiry at the
_"cmahcrﬁteandtahngnnteofthenumherandtypeuf
 Jerushera‘inatalled and functioning at the crushing unit
it i dhe of inspection and after verifying the details
---"~ofc:u£bjngmachimmatanednthenmhymtml
- eonimting The ¢ | T Oifficer éan priss an order’

:igrmhn‘gpemlmmrmmpouudmmmmebam
Jof thie ‘éompounding application filed’ by the assessee
'isndtheaiteinspecmndmewmmthedmnaof

‘ |éraatier ‘machines furnished in the compounding

"'-'l‘bm&mthemrorwhmhoompoundmm

E beensoughtﬁoer in this case, the year being 09-10.

: Tﬁepermwonforonmpnundxngforrheyaarﬂg-

T =100mnotbebmclontheenquirydomon4?08
"'whlchwaadonetoverifymedetmlsoﬁhempoundmg

'appﬂeaﬁdnﬁledfortheywos-ogbyrheamm Ifat

Da.lrthﬂ'e ‘had beenn 14 machines installéd. at: the
T:asskssee’s crushing unit during’ 200809, “such’ fact |

mnnotbeafactorforﬁmgthecompoundndmdue ’

‘{¥from the'  assessee for the year 09-10,: If any short levy

“Thnd “happsned during 08-09, the nssessee shall: be |

‘adseased for the year 08-09 and the reasons for short

levy*itaqy tortheyearOSOOmnnotbecamedwcr'

“fixed ‘o0 the subsequent year, ie., 09-10. The

pmndedtaxfnra.yearcanbeﬁmdmlyonthe

"bémsofiheactualnumbcrofmachmessemmstalled

‘| piitl fanictioning at the site during the ysar, . -

 |i © Hetice the short levy of compounded tax for the | -
WﬁQJOassessedbaaedmtlzecnqunytepurtdsted

‘[4® July* 2008 which was done pursuant to the| .

o cnmpoundmg application: filed by the asseasse for the

. |'year 0809 appears to be not in tuns with the prevmllng

zmhpoundmgpmmnnofthnmte.-_'
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The andited ﬁ.nai.aocounta of the assessee for the

'year 08-09 does nat reveal disposal of any crushers

*:ij during the year 08-09. Theassesaeeadmtﬂthaxthey'-

i, hsdl4mshmgmadunesmstaﬂednndmmcuonmg
[ at their unit during the year 08-09, But their quarterly
:return for the lasi two quarters of 08-09 reveal only 9
crushcrswh;chmlcssthantheSa‘uahersdiadonedby
|ithe assessee in their compounding application. This
*ueedawbeexp;mnedbytheanesm A reply in this

“:|zegard is sought for frum the mssesses. Since the
*: [:assessee had not shown sale or eny other. form of |

-| dirposat of the aforesaid 5 crushers during the year 08-
09 in the absence of a comvincing explanation the..

'l agsessee shall be assessed regarding this aspect.

The computation-of ahart levy of compounded tax

' fortheyear{)gmwaabaaedonthequnyrepmﬁar

the year 08-09, dated 4.7.08 and mnotmmonance__
wnt.h the provizions of the KVATAct

(b)

Recovery of overpayment

‘pointed out by audit

fc)

Recovery of under

assessment, ahort lev_vor !

other dues

{d)

Modification in tie.. )

| schemes and programmes

including financing -
pattern

(e}

| Review of aimilar

cases/complete
scheme f project in the
hght aof findings of sample

check by Audit findings of |

‘sample check by Audit
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T COMMERGIAL TAXES

-(a}-} Department
“(by | Subject/Title of the Review [ Non conmdcrauon of addition
 Paragraph . o .madcmﬁxcdasaets(l’lantand
.| Machinery}’ = -
{c) | Paragraph No. : 12118200 . -
-~ .| {d} } Report No. and Year!- -ClwAG report cndﬁd 3t 3 2011'
1 @) Date of recipt of the Draft | 24.6.11 .
‘Para/Review int the ~
Department 2
: (b} | Date of Depammt'a Reply |27.3.12
m : The assessing authorities did not |
Gist ofParagraphfmew | ascertain whether the addition to
- ‘ . fixed assct (Flant and Machinery)
i accounted for the year was due to
: purchase of crusher units |
: considering the huge amount of
. addition made in the fxed asset,
: | the  possibitity of undisclosed
K crusher unit in the case cannot be
i | ruled out. This requires detailed
‘enquiry by the asscssing
| authority. .
IV  {(a) | Does the Deparunmt agree
’ with the facts and ﬁgurcs | No . N
included in the paragraph? . - o
“1If not, Please indicate areas | K.K.Rocks & Granites Indja [Pl Lid
{b) | of disagreement and also 07-08, . 08:09) CTTO, 3~ Circle,
© | attéch copies of relevant | Thiruvepanthapuram _
documents in support . ¥ The addition made -in the

fixed assets for the year 07-08 and

© ] 08-09 in respect of the dealer were

verified by examining the books of
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!

accounts  of the  dealer and
ascertained that purchases are. of

-machinery and not crushers.

Moteover the place -of business
was . also visited and the total
number of crishers were verified,

{a]

Does the Department agree
with the Audit conclusions?

Hence the audit is not sustainable.”

1 (b

1f not, please indicate

specific areas of
disagreement with rzasona
for disagreement and also
attach copies of relevant
documents where necessary
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‘sample I:het:l: by Al.ldxt

VI Remdhﬂ action taken
Improvement in system | 32 . ' '
(@ and procedures; 3 Thendd;ﬁmmademtheﬁxedmetafortheyw
- h‘tcludingintemal 07-08&nd0809mreapectofthedealerw:revm.ﬁed'
| contrets. ; byexammm.gﬂlebuok#»nfamqmofthededcrﬁnd
o .ascertained that purchases are of machinery and not
" - berushers. Moreover the place of business was also
mutedmdthewtalmmbﬂofcruswswmvmﬂed.
- . : 4Hmoethaauditwnntsuatamabie
{b) | Recovery of ovérpayment - |;
pointed out by audit - :
© | Recovery-of under 1
}{c} |esseeanient, shmlevyor l -
other ducs :
: i
— | Modification in the 1
{(d) |schemes and programmes | -
{ includizg financing: i
paftern - 1
o} - Remwofmm:lar T
t_mea!conmlet.e_ : —
j scheme/projectin the. ;. ' -~ :
‘light of findings of sesmple T
‘check by Audit findings of




'--.'eommmnrms

e . P

T®) | Subject/Tite of the Review | Now cﬁmmderaﬁon m‘addium
{c) [ Paragraph No. -=2.1z.a.n{9; 1
| {d} | Report No. and Year. Ch AG reporten,dedslazou_

I {a) Dateufreceiptofthc[)raﬂ: 24611
: ParafRevicwmthe
.. LDepartment
BRI Damqf_Depa:t_ment:‘kReply 273 12
| Gist of Paragraph/Réview. - nmmwheﬂmmeadammte ;
| o , ﬁndm{ﬂmtmduachmﬂy]
* : mountedﬂurtheywmdmto )
. | considering the huge amount of
| addition. made in the fixed asset,
the posaibility of undisclosed
crusher uait in the case camnot be
ruled out. This requirea’ detafled
N enquiry by . the assessing
W (&) DbeatheDepartmentagt‘ee
| | with the fécts and Bgures No® i
' mcludedinmeparamph? - _ _ .
: IfnotPleucmdicaums-'Vmﬁoaﬁm of the bogks of
b} ofduagecmentanéalsu . |accounts of the dealer revealed
| |attach copies.of relevant ° _jthat the ‘addition in plant and |-
"documentsmsupport - [ machinery relates to the purchase |

|of .roller and - drum, screening |

msachine ete. whwhmmumu

beins conducted. at tbe bumnesa

35172018,
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plmofthcuumetom'

|-the: details of crushérs, . In view of

thcnbmcﬁcts,theobuewanmof

'mdﬁrewdmsmepombmwot”

mhcmofm_levanf

- : “ﬂmﬂeﬂ cruaher " pot
‘{a) | Does the Department agree _' -
1. '} with the Audit-concluaiona? -
| b} | i not, please indicate '
L spec:ﬁcmasof : R _
~ ] disagreement with reasons
1ee mrdnagmmnentgmla]m .




. § by Audit findings of sample - |

aheckbymmit :

vt
andpmcedum i MObsmmmmAuditisthnmdmme-
o mcludmgmeenm -lmgammmtofadthummademmeﬂndau«a,-
mntruls .:_pnuihﬂltynfundudoaedmuherumtmuldnotbe
,.;_ruledout. o
Aaperamoum,thmmaddmonmuntnsm
T ma-.seoa,! n fixed assets during the year 09-10. |
'--j-’Vmiﬂmtwnofthebmzksofmmtsddwdﬁler
.} | revealed that the addition in plant and machinery
L' | zclates to the porchase of roller jand drum, screening |-
i | machine etc. which arc accessories and apares of| -
5+ 1 erushing machine. Moreover, périodical visits are being |
é-‘omdumduthobummplmoftheumm
: | ascertain the détails of crushers. In view of the abbve |-
_facuﬂ:eobauvaﬂmofmdurmrding’ﬂwpmdhﬁty
L i ofundmcinuedunahermnotmmble . i
(B) | Recovery of averpsyment
- . | pointed out by audit. .
.. Rmvuyofunﬂer i E
(e | assemment, shortley e |, - -
. Madxﬁcnﬁnnmthewhgmu
'(d}" andpmgrmmnim:iudlng -
g pattern.
(e} | Review of similar
-} cases/complete _
m;mmmm:,
ofﬂndmpnfnmplecheck S
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T

documients in mppnl__'t :

Depa.rtmcnt COMMERCIALTAXES
IKCHE bjectf’ritleofthekeview Noneonmd.mhonofaddmon .
Paragraph _ | made in_ﬁmdasuets {Plan_ta.nd'
A Pa:agra.phﬂo., _ . 21132(3} : R
{d}.| Report No.: andYaar L] Gl A rcportendmj3132011_.-
I {a} _Datcofreuxpt‘ofthql}m& |24.6.11 Ly
'-Deparmmt :
LG DateofDepar&nent’sRaply 27312 '
P 'l‘heaneuingmihoritfudldnot
Mm{mﬂtmdhdadﬂnuy}
i 'Mntsdfnrtheywmduc
; . Ppurchase - of crusher units
.+]-considering the. huge amount of |
" | addition ‘made in the fixed asset,
_{the possihility of undiaclosed
: mnlmrnnitmﬂmcnumnotbe
| raled out. m-reqme-mu: .
. : mqlﬁnr hy the ' asecesing |
IV | {a)'j Does'the Department agree. .
with the facts and figures .No
. |-included in the paragraph? . ) o -
if miot, Plcasem?icatgm-. o this  regard "detafled | -
| {b) } of disagreement and also - '_vmﬁcut:muf&wbooksof-
'K attal:hcopiesofmlevant amounts nf-thedea.lerha.nbm B

1 the ptant and machitiery. newly |
.- | 'purchased for the year 08-09 has | -
1 been verified. The total addition of

which. .was

R».14,66,59,115/- -
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ahm in tha- achndule to plant [~

-and . machinery for the year
mdea 'B».13,92,71,505.95

rela.tedtomthgraiatﬂ'cuncemd
Pnatl'lfam.l,\filavanmdeat’l‘mﬂ'

Nadu hmmg 1‘!1!-33956184041

_':yearo&oa,pennmonhashm”'
innpectim a;t, the - business{ .
‘._m'ennmuithedealmﬂtheﬂme

. ofwdhngnomwmshcrumu

; wcummeifortheproducum
1of | the metsl at: thé budnm .
: prmnimoiﬂw'dulﬂr ;

v [@

DoeptheDepartmentngree

T®

If not, pleass indicate -

_-apmﬁcareasof . '_f-
:dlaagreemcntwnh

for disagreeiment

1 attach copies of relmfant

| with the Audit conciliaions? | |

I 'documcnts where necesaary




_hnprévcmenth:-sysm-'m& ' :

(a). and progedures, . . . . The dealer is a metal cruahe-r unit wha had |-
. includinig internal optadcmpoundingMofpaymmtoimxuhauf
uding interné [ tie KVAT Act 2003, A= pet the schedule tofixed assets

oontrdl_a.

| filed along with the final accounts for the year 08-09 the’
-.'Ideulﬁhadmmnew!yanqtﬁmdphntandmchmery .
. ﬁorRsL46659 115/ The audit objection pointy out |

¥ R.1466,59.115l-andthsahmmu1tedlnnahmtkvy :
- fefRs.1,31,30,000/-. - -

'-ofammtaoi‘thedcal@rhasbunmade All- the

: pumhuedfwﬂteyearﬂ&ﬁ?haabeenvmﬁcd When.
_thedcakrhaﬂﬁledcnmpoundmgapphcaﬁmﬁnrthe

B wnﬁucungmspemonatmebuainmmdthg'
[ dealér. At the time of visiting no new ciusher units |
.puuisdmhadbeenmauedﬁrthcmt&emsmng
un.{tsuledfarpmducﬂmdunngthepmodoa-m

.th'emr ammtakehadhcmocmmd The total ;'

'|'R.13,92,71, 805.95 related to another sister cancern of
.| Vilavancode at Tamil Nadu having TIN-33966184041.
 -lfor Ra73,87,610/- relates to. M/s Poabs. Granite |

. ham.ng'['IN32150829835 Al the jtems purchasst were

| revined final accounts for the year 08-09 to this effect.

thatthedualerwnuld.havepwchandeCmsherfor

mwmammamm "

pumhmhﬂafortheplanﬁandmadﬁnmnawiy
iyear- 08-09,  permiagion had been granted . afier’

mmuuﬂforthcproduc&mofthcmetalatthe
. business premises of the dedlér. The compounding |
B’u.twhmﬁmdealer-ﬂledtheﬁnalmuntofn&_

addition. of Ra.14,66,59,115/- which was ahown in the |
sched‘uletoplantandmachmuyfortheyearmnmdes

the dealer at . Peechiparai, Kadayal - Post, Kakiysl,
HantandMachmeryp’umhmfortheymosm_

‘Producta (B Lid., Manjapara, Chully P.O., Angemaly

"New Hitachi- Hydraulic Excavant, Rock Breaker, Air
oumpresaorand 36 MM Cap." The dealer has filed the
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I

L . o
Recovery of overpayment

pointed out by audit

qle)

Rcoweryofun;ler

G

o

* | sdmple check by Audit




COMMERCIAL TAXES

documenits where mmury

1 (a) Dcpartment -
{b} | Subject/Title of the ng:w INcm consideration of addition madcznﬁxcd
- | Paragraph - assets {plant and msehmery)
11} Paragraphhla T l211.8.2(4) .
{d) Report-No.andYear ) "I CRAG Reportforﬂ:eymmdndak 03.2011
{a) | Date of recelpt of the Draft |
ParafReﬁew‘inthﬂDcpgﬂmmt )
{b) { Date of Department’s Reply |
: I Y@dﬂcaumoﬂhcacmuntaofmetﬂmahﬂumt
'} Giist of Paragraph/Review . | revenled that considerable addition to fixed assets |-
: - | ilant and machinery) was eccounted for during
'meym-memngmquidmt
- | ancertain whether ' the addition was due to
purchage of crusher units:- Conddermgt‘hem.ge _
|-amount of addition made in the fived asset the
" | pomsibitity of undisclosed crusher unit in thése
{cames cannct be ruled ont. In the case of
M/8.Panachayil industries, Thiruvalia for the year |
106:07, 07-08 & 08-09 there it an addition made.|
o fixed amtmmmofns.las.ﬁ iakh, [
" T AQ mmmnmds ﬂlﬁ Govt. may considering
hmhnﬁrpdndwdmmmofmeﬂmuﬂnm :
a& to" ascertain the number of units in the posseesion of the
 (a} | Does the Departiment agree with i
the facts and figures included in
“the P .
If not, Pleame indicate areas of
mplolnlmmntdmmhh:
; support
{a) Douﬂ:eDepuMayeewlth -
—_| the Audit conclusions?”
(b} | ¥not, pleasc indicate specific. .
: arensy of disagrecment with ;- *
-mm:ﬁqulpmtcnd-lw' o
| attach copies of relevant |
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VI Remedial action taken
Improvement in system On the huh of nmht suument waa completed
(a) and procedures, and passed orders vide No.32030577 112/05-06 to 08-
including internal 09 did.25.8.14 creating addl, demandufRa5285567f-
controls, as below.
Year Addl, demand with intarest
06-07 299953 :
07-08 664325
08-09 " 685290
09-10 3636000
Total S285567
_CCT hs hu already ismied strict instructions to :he
asscssing suthorities and the ‘Intelligence Wing that
‘'also obtain detsls from KSPCB, Mining end Geology
] Depnrl:nmt and KSEB for aasessment instead of
regorting to blind estimation of tumever vide circular
No.11707 dt.22.5.07. Instructions on these lines have
‘| again been issued vide letter Nn£3-23863}14,f{:l'
- Gtd.7.11.2014. i
{b) Recovery of overpayment |
mointed out by wudit
- | Recevery of under.
ic) ansscanmenit, short evy or -
other dues -
-Hudiﬂudoniuthslchzm
(d) mmmmng -
] financing pattern :
(e) | Review of skmilar
casts/complete
acheme / project in the light
of findings of swmple check -
by Audit findings of sample
check by Andit

3512018
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Fros

tion taken Note 'S ris
(8) | Department COMMERCIAL TAXES
{b} { Subject/ Title of the Revxcw - | Loss of revenue due to the _
Paragraph introduction ef compounding scheme
{c) | Paragraph No. - :
' . 2.11.9.1
{d) | Report No. and Year CRAQG report for thc year ended
' | 31.03.2011
(i {a} [ Date of receipt of the Draft
: ] Para/Review in the Department
(b} | Date of Department’s Reply
I R _ T As per Kerala Finanecs Act 2006 dealers
Gist of Paragraphj/Review © | i2 jewellery were permiited to pay tax at

the rate of 200 per cent of the maximum
Bmount of tax paid for eny of the
previous consecutive three years, Where
A depler had paid tax under the scheme
during a year compounded tax peysble

| for the succeeding year should be 115%

of the tax paid under the scheme during
the previcua year. Thus by avafling the
provigo if & dealer had paid tax under the
campounding echeme for a year, for the
subsequent year, additional tax burden
wonld only be 15 per cent more than that

| during the previous.year. Again by the
Act

Finance 2008 the rate of

1 compounded tax was reduced to 150 per

'__omtﬁomzoomtmtheﬁectfmm

April 2008. The price of gold bhad
subatantially increased during the period
fram 2005-06 to 2009-10 at the aversge.
rate of 21.97 percent. From the above

;| details it could be seen that the

additionel tax burden .of 15 per cent for
the succscding year was not even capeble | -
of covering the tax due 0 the increase in

burden to 18 per cent by availing thia
scheme which could cover tumover much |
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ldsa than the a::tual. defcaungthc spi
behmdimplmmmﬂmofthcmhsma.

Government may adojpt a pragmatic
basis for Exing the rate of cotnpounding
tax 80 a8 to price escalation as weil as |
the growth in trade.

Doea the Department agree with

. thefuuandﬁgmmmch.ldedln

theparagn,ph?

If not, Please indicate arens of
diapgreement and also atiach
oo;ﬂauufmlevantdommenum
luppoﬂ

Doelttheparhnmtagmewlth
the Audit husiona?

H not, please indicate specific

‘| arens of disagreement with
mmmrdingxeemmtm-hn |

attach eopies of yelevant
documents where necessary
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- Remedial action taken

{a)

| The Value Added Tax was introduced throughont India w.6.f 01.04.2005. The

| purchese and ‘sales without any supporting documents has increased

Yéar | croves) - . year __| Rate of Tax
2004-05 _ 55.48 __Na 4%
20596 .| 2191 . ¢ 6177 _ 1%

_ N - ' . 4% (w.ef

{2006-07 97.9 - 361,57 01/07/06)
11200708 | - 120.93 23.52 A%
2008-09 |, 143.51 1867 | 4%
2000-10 157.50 ~ 98 4%
 2010-11 20366 | - 2023 4%
2011-12. _ 2B3.64 39.27 4%
2012-13 - 390.38_ 37.63. 5%
2015-14 471.53 2078 5%

increased from Rs.97.90 crores in 2006-07 to Re.471.53 crores in 2013-14,
-1 Out of the total 5371 number of jewellery dealers huﬁngregls&lﬁmundcr
| dealers are out of the net of compounding.

{ revenue colisction from gold under the compounding syetem, is collocted fram |

| Accountant General haa selected 7 dealers to eutablish thelr contention that

Empowered Committee constituted by the Government of India comprising all
the Finance Ministers of the States has unanimously decided that the raie of |
tax on gold ornaments shall be levied only at 1 %. Accordingly, all the State
CGovernments introduced the same rate on VAT Act. The Covernment of
Kerala slso did the same, But the Government has reintroduced 4 % tax w.e.f
01.07.2006 on the ground that there is fall in collection and that the

rampently, since tax cvasion was profitable because of heavy customer
henitance. Tax revenue from gold/ jewelry for the period from 2004-05 to
2013-14 in Kerula is as below. . s )

b.lungeof%

ﬁeﬁuudemlauhowthataﬁerre—mhuduungm of tax at 4%, there has
been conmistent growth in the revemue from gold jewellery. Total revenue

WATM.MM'MWWMW&:MQTOS .

Cdlocﬁmﬁunouﬁpmmdsddealﬂ-duﬁngmls-miénsbmmm
as that from non- compounded dealers, is Rs.161.50 crore. B0 % of the total

4 major dealers. - .

introduction of compounding scheme of 15% growth per appum is not in
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mmiwﬂhmmgxwthinmun%betwmm for fhe vear §
2005-06 to 2009-10, peid

meemmnbmdmmtﬁm«alwmhemebmof._

reasons.

| Hadtheoompoundin;uchmnotbemmﬁoduud-daﬂmmtn
| remit the tax @ 1 % on their sales turnover as decided by the Exapowered |
.Commtteelheuammpnnﬁvenmﬂymdeﬂngthiaupwthumn'
dlﬂ'erentpwumasnhownhelw

. w“‘ ?’!w E . .
. .. . B . wwqm.. mwul . . B
K | satostje” | mcwuslly | gmeme q4
o .- jeareba- [ oovesd | owgy  { Diffaren
.| & § Nexeof ' ood (ol | undarthe J lﬂd $%d o
(Mo | Amesme | You : —tt i 8.
1] .2 3 £ 5 5. 7 8 1. 9
e m_[_m_ma._mn__um__ﬁ&,_ms.
e losoo | apgrazo | arvsoa | uiwea | jopval sves ! agee’
l 09-101_ 1696182 950231 | 16479.5) i 16981 | 10008 )  86.73 |
2| e Jorog | sonsss| mroza) imsass | so0e 7080l 4073
N o | 808 664110 200578 | 460638 | gear| -mrasl inon
3 | e Q2P | 26003.66 | 3470604 | 1110299 | 246,05 | 998321 74337
kg {0910 | 50507.15 | 9041425 | 29092.90 | S06.0 113657 . SILEQ
5 |Mous los0s | aoeosse | 14670181 sianes | aoe0s| eesso | yers
6 Arcaduy ) -
. m | 08-00 |- 8106.88 180246 | 690642 | BY08) 7200 896
| 09-10 | 2230799 1" 207283 | 025446 | 233077 w291 | -140.16
7 [ B § . ] :
Co{vakepp |9€09 {- \7OT82| #7285 133537 L J7.07] 1688  16]

1 mmtheabm mmhammmmwmmm
tune of Ra.123821.23 lakhe. Butitmbenowdﬂmt,iithem

dmummmm duxwu 1% mstead of
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mmuehumuldbena.lmﬁ?lakhs Furthier, if tax levied on turnover
bans[PTpmdbythedulumthwpumhnemuathavetobegxman
credit. Sp net tax will be decreaned further.

mﬂaﬂtmmenthasmmdlmdanewschemed we.f
01.04.2011, by which, mpoundedmiamhemlmhmdatloo%f 105 %
115 % /125 % of the preceding years wax or 1.25 % of annuel turnover,
whichever is MmmdmmemﬂwhondurmstheystOll-
12md2012-13uduetothenbmmmn As Tegards 201314, the price of
gold has come down when compared to the year 2012-13, snd that is why the
growth rate is less.
Taxes Department of Governmment of Kerala had requested Gulathi
Institute of Finance and Taxatien ((HFT) to conduct a study on the taxation of |
gold trade in Kerals in the light of the observations made by the Subject

.| Committee VII on 12.01.201_2. Pursuant to this, a study team waa

constituted with representatives from OIFT end Commercial Taxes
D:pmt. The team accordingly submitted it's report to the Subject
Committee. Considering the recommendetion of the Subject Committee,
mmuwmmdsmmemmmrdmmgﬂdmwundmg
the Fingnee Bill 2014. This was retrospective effect from
Olmmlsmupcthemdmmt.redumdmeufmmpuundmgm'
mmibcduh:low )

Total paying paying Dm-',mmg
m"" mm' e for | compounded tax - | compounded tax compounded
| year moge than 5 moie than 3 fax upto 3 years
Above = 105 % of the
Ra.10 lakhs | 103 % of the tax | 100 .50 | tax peid
Rs.40 Inkhs | | e year
Above L. ' i ] 115 % of the
Re.40 lakha | 109 % of the tax :f::’;‘h“: tax paid
and upto paid last year during last
Rs.1 crore ) yoar . Jeur

: S - - | 125 % of the
Above Re.1 | 115% of the tax g;fﬁ tax paid

'Ihemeeod'g)ldmnmumahmntona den‘eamgtrmdfnrthe
"-{ two years. The higher rate of compounding is 125% of the tax paid
last year. maefonthepdntmmmdhpmhnmm

peesent.

,.Ez

_E?éag ]
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Action taken Notes on CB AG's Reports
{a) | Department COMMERCIAL TAXES
(b) | Subject/Title of the Review | Short levy due to omission to
Paragraph reverse the input tax credit
fc) | Paragraph No. . 2.11.92
{d) [ Report No. and Year. C& AG report anded 31.3.2011

{1 {a) | Date of receipt of the Draft | 24.6.11
Pare/Review in the -
Department i
{b} | Date of Department’s Reply | 27.3.12
I . In ‘two. cases, ITC availed . by
Qiat of Paragraph/Review dealers who opted for payment of

| tax under the scheme, on the

purchases effected during the
previons years and held in stock
and used for sale in subsequent

years on which tax was paid under | -

section 8{f), was -omitied .to be
reversed. This resulted in revenue
loas of R3.54.03 lakh ai detailed in

the following table.

Name | Name of | Year | ITC

of. dealer (Rs.in | availed

office lakchs) } during
previous
YCars on
opening
atock

Spl. L A.Qeeri |08-09 ] 37.06

Cle-l, | Pai Gold

Elm |&

Diamond
Spl. Malab 08-09 | 16.97
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fl, ' |Arcade
i - _Total _
) wuqfthemthaxthiaupeu
| #as factored in while fixing the |
.m.ttia!muetMBnduauch
 there is.no losa. - The reply is net
acceptable. es-the ‘initiat rate had
. _4;2m,_-hppumh1e.m the cases |
| pointed out above. R
-The - CCT - may iBaue
‘| inatructions for levy and collection.
'-ofmmﬁanonucmmtofml.
s lvmlqdmdnmngckhcldinthe
v -__{a}._DoesmeD ent agree |
- _mththefactsandﬁéum No
] Ifnot,Pleasem&mteareas The definition of everse tax’ and |
1) ofdzaagmementandnlao Section 11{7) does not savisage a |
. | attach copies of rejevant = ' . | situation pointed - out by the|
docummmmaupport - mmtcmm‘lfwamﬂﬁﬂnn
. ofrevaseux. N .
v (= _DQBSﬂ!eDgparhncntagee -
. | with the Audit concliisions?
{b} | if not, please indicate -
" | specific areagof ! i
. dma,gmemcntwitl'xrehsons'
' fordmagzwmmtmdaho
attach copies of relevant. o
documents where necessary. | -

35172018

o
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programmes including
financing pattern

" Remedial action taken
] fAsperSecﬁot;Z(x]ﬁ]'frevmemx?me'anutﬁnpqrﬁmof
Improvement ini system { input tax of the goods for which credit has been availed
'(a) | and procedures, ‘but .such goods remain unsocld. at the clomure of
including internal business or are used subsequently for any purposc
controls. other than resdle or manufacture of taxable goods or
) ‘¢xecution of worlks contract or use as containers or
packing materials of taxable goods within the State®.
‘As per Section 11(5)(c), no input tax credit shall be
‘allowed for the purchases from a dealer pqymg
‘compounded tax undar section: 8. '
|- ~As per Sectien 1i(7], if goods in respect arwtnch
‘input tax credit has been availed of are subacquently |
‘used, fully of partly, for purposes-in’ relation, to which
| neo input tax credit is allowable undet the section, the
1 imputtaxmdxtavaﬂedofmmpectofauchgoodaahan
be reverse tax’. .
Hence, the deﬁmhun of ‘reverse tax’ and Section |
_.'1 1(7) docs not Jcnmagc a’' situation pointed out by the
' Accountant General for application of reverse tax.
' . The dealer who has availed ITC is reselling the
goods in the sgubsequent year and is paying
compounded tax on the same. Hence issusnce of such
: cirgular instriction would be contrary to Law.
() | Recoveryof . ' '
. overpayment pointed
out by audit
Recaovery of under ;
{c] |assessment, shortlevy |- -
| or other dues
Madification in the
[} schemes and : -
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(&)

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

sample check by Audit .

findings of sarnple

check by Audit
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a.ttach copms of relevant

| {a}.| Department . - COMMERCIAL TAXES
by ] _Subj'eétf-fl‘itléoftthcﬁew_ .| Short levy due te incorrect . |
ang-agh .| compounding . :
‘| (e} | Paragraph, No, . . 1 2.11.9.3fa) ER i
{d) | Report No. und: Year [CHAQ repmtended 3132011
(11 {2} | Date of receipt of the Draft - 2¢6.11 ' 1
i : ParalRenewmthe
Department’ v N
i) Date of Bepa:tment'p]icply 273 12 Tl
m 'M{s.&hima dewe].u a dealu- n.
. Glst ofpamm Revicw goldmédimondjmllmyand-_n :
phf 'asusmonthemﬂnofc.l‘o,'
Speciel Circle Ii, Emakulam, opted
. for payment. of tax under eection
B{f) of the Act for the year 09-10.
It filted ‘annual’ retirn d.tscloaing
i | totad tumover of Rs.392,90 crore
: mﬂmttedtixofka.?ﬁ?m;
. | atated to be due under section. 8(f).
. | The. sales . turnover. ‘retilrned |
- inciuded bullion also, which would _
| not falt Gnder the purview of
" | sec:8(f).. However, the. afseseing
.| aathority did not initiate actict, Yo |
| eascea the turnover of bullion u/fa
's(nortmm:emungmahm :
! levy of Rs.76:50 lakh (lnchldmg -
1 -{interast). S,
AV~ | {a) | Dosa the Departmentagree e
with the factssndﬁgurcs | -
included;in the paragraph?
A _'lfnot.Picasemdmamareas -AnperM‘F’inanoeActQOllan
(b} | of disagreement.and alse explanation clause (Explasation 9}

| is inserted to Claugeif)fi) of Section J

svauActclaﬁfymgthatfm
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' thepm-powdncuoﬁs.m,a.ruden

documenm whefe nécessary

documents in support
o ...+ |of gold, siver orplatinum group
. __maulsmdudenbu]hmallo It:a.'
5 | E‘mﬂ:mmdreanper{hmﬂar .
: _No42,l06 dtd:27.11.06  and|
"Clll.l'iﬁminn ‘ardet No.cmmf
09/CT dtd. 14.12.11 of the CCT,
'lh:ruvananthapn,mm:thubm.
'dmﬁedmuﬂauafgnm aitvey |- -
ar piahnum group mhetals shill
also inchude - bullion -and . are
'eugﬁaleﬁurmpowldmgu}aa(ﬂof
i ﬂteKVATAct :
{a) Doeetthcparhnentagree -
| with the Audit conclusions? .
{b} Iiuot,pleasemdlcate '
- | apecific areasof -
: dmngrecmentmthreasona" -
; fordmagreementandalso
) attachcoplwofrelevmt
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VI Remedial action taken
s i {As per Circular No42/06 dtd.27.11.06 of the
Improvement in system | Commissioner of Commercial Taxes, if para 3 -of the |
@ | audprocedu!res, O circular says “in the case of Jewellery all dealers in
- | including ml:emal -ornAments or wares or articles of gold, silver or
cbntr’ols. | : -platinum group of metala who have dea.lmgs in itema
- i _¢overed under 81.No.51A of the 3~ achedule and under ]
i ‘BlNos. 1,2,3 and 5 of IInd schedule are eligible for
‘compounding u/s 8{f} of VAT Act 2003, _ :
; AsperKeralaFinanoeActQOllanexplanauom
. clause (Explanation 9) is. inserted to Clause{i)fi} of |
! ; ;SecuonﬂtoKVATActclan@mgthatforthvpurposeof
' ! ‘section 8(f), articles of gold, silver or platinum group
! ‘metals includes bullion aleo., It is a cianﬁcatmy
: -amendment.
! The Commissioner.of Commersisd Taxes as per
i Clarification order No.C3-43977/ 09/CT dud. 14.12.11
. i co .fhaselsoclnnﬁedmtheaboveeﬁ'ect
(bj - | Recovery of averpayment :
. .pointed out by andit )
.| Recovery of undar ;
[C ] aasessment, ahort levy or | ) -
other dues .
‘Modiflcation in the nchamgl
{dy |and prommes mf:ludm¢ -
. fi g pattern .
(e) Review of wiilar .
© | cazses/complete
acheme/ project in the light
of findingw of sample check | ; N
by Audlt findings of sample

cheek by Audit |
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 Action taken Notes on Cts AG'S Reports

. {aj

Departjﬁent

COMMERCIAL TAXES

)

Subject/Title of the Review
Paragraph

Short levy due to incorrect
compounding (Goid)

{c}

Paragraph No.

2.11,9.3{(b}

d)

‘Report No. and Y_éa._r.

Cé& AGQ report ended 31.3.2011 |

i

(a}

Date of receipt of the Draft
‘Para/Review in the
Departlncnt

24.6.11

(B}

Date of Department’s chly

27.3.12

OI

Gisat of H_aragraphf Rn:view i

M /s Edimannikal . Fashion |
Jewellery, an pascasce on the rolls
of CTO, Pathanamthiita had opted
for payment of tax at thej
compounded rate for the year 08-
09. The assessing authority fixed
the compounded tax for the year
as Re.8.97 lakh including cess.’
Against this, the assessce remitted
R8.6.87 lakh only. However, the

-asacaxing authority did not initiate

action to * collect the balance

‘| unpaid tax dué.of Re.2.10 lakh.

Further, for the year 09-10,
the easesaing  authority
erroneously fixed the compounded

‘tax duc. as Re.7.90 lakh being

115% of tax paid for 08-09 inatead
of Rs.10.31 lakh being tax payable:
for the year 08-09 resulting in

| short levy of Rs.2.41 lakh. Total

althrennttancetorthetwoyem

"comes to Rs.4.51 lakh,

1@

Does the Departinent agree
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wnththeiactsandﬁgums

included in the paragmph?

No

’

'.{bl_'-

1 not, Pleasc indicate areas

-of disagreement and also

| attach copics.of releyant
documentsmsupport

th.edealerfqrtheyearos-ogm

.fixed as Rs.8,87,771/- bmnngﬂ)‘-."
- l'of the highesf tax paid during
‘previcus. three consecutive years. | -
‘| That was' & wrong application of
-lawbemuse.thedmlermpaymg_
.'tasatthsqumpwndedramfmm-_.-

compéynded tax pnyable by the |
deamdmmges-oguus%ufm'

| compotinded tax paid for the year |
07-08. Compounded tax paid by |

the dedler - during  07-08 s
Rs.5,91,8477-.

during the said period. A§ the .
dcalerhadmmmdlls%oftaxf

" | payable for the year 08-09 during |

| 09-10, t.hereiambuofmue
'durmgtheymOQ-lOalw

Does the Departmertt agree
with the Audit conclusions?- |

) _
| diseagreement with: ftslasons

B‘not,pleascmdicaba
specific areas of

for disagreement and also -

| attach copies of relevant -
ducunwntswherencceaaary

“Therefore’ he is |-
habletnpayonlyllﬂ%ofﬂu
above during 08-09, As the dealér [
.had rémitted Re.6,87,390/- during | -
- 08:09, there ia no loss of revenue |
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vI ! : Rcmed.hi nctlontaken
Theonmpmmdedtaxpayah!ebythzdeﬂuﬁrtheym
_ mm(ommtmmum 08-00 wan fixed as Re.8,87,771/- being 150/- of the
@ and procedures, - 1| highest tax paid during previous three conuecutwe
mch.pdmgintemal - yem._ﬁntwﬁgamngmﬁcaﬂmnflawbemse,the )
contyols. . |:dealer was paying tax atthe compounded rate from 06- |-
o '[/07 onwards. Therefore the compoundsd tax payable by
i i | the dealer during 08-09 is 115% of the compounded tax
; :]:paid for the year 07-08. Compounded tax paid by the
P || dealer during 07-08 is Re.5;91,847/-, Therefore he is
i ’_?habletopa:yonly115%oftheahwedurm¢08-09 As |
' ‘'the dealer had remitted Rs.6,87,390/- diiting 08-09,
i ;':maeumlouofremuedurmsthesmdpm'iod.&
i "} the dealer had remitted 115% of tax payable for the year |-
-1 Mdudngm-lﬂ.mmmmlnuofmmuedumg
_ i i .i|-the year 09-10 also.
{b) | Revovery of overpayment . |
pointed out by audit
. | Recovery of under
{C ] Eﬂmmmt. ahm‘tlevy or -
’ other dues .
| (dj | ond programmes inchading -
.. | Gnanging pattern
{e) Review of simhilar
m;!cumplew
echerrio fproject in the light * |°
of findings of sample check | ”
byﬁuﬂ.itﬁndmgnofsamph .
check by Audit. .

3512018

r
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n. Ni ) rts
_|{8) [ Department COMMERCIAL TAXES
(b} | Subject/Title of the Review - Incorrect compounding
13 I B
(c): | Paragraph No. - 2.11.9.3(c}
(d) | Report No. and Year C&AQ report for the year ended
N 31.03.2011
| (8) | Date of receipt of the Draft '
M) :Dateofl?oparunent_fgneply-

Gist of Pmmphl“ﬂﬁw -

o wisuaenuitn'u::atthenteufmw

H}‘a Alukkna Jewuller_r Thnuur Min
Peeyarmipotmopwdtormmtdtax
unda:rﬂ:ecompuundadnd:mﬂorﬂ:e

emtinmdattheutedﬁurpuomt

{ tesulting in’short levy of tax of Rs.17.46.|

{a}

@

5 |
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Vi " Remedial action taken
Improvement it system | The ebove dealcrs arc ansessees. on the -tolls of the
@ mchldingmmnal ' Durhatheymbuthﬂ;enbmdﬂlmhaveopmd
| controls | for payment of tax under Section 8(f) of the Act for the

| paid 2a Bullion was out of the compounding scheme
i duﬁhgthe,:pﬂind.ihey’hmﬂed:et_umsh?um-m '
| for the 4eading jn Bullion and in Form No.10 DA for the |
- | trauding in gold ornamy tw. An per the renirns filed in:
Form 10, the commodity dealt with by the above two

..’{c]__. wmm--hmkvyor : -

T} | Feview of eiudiar
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