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INTRODUCTION

1, the Chairman, Committee on Public Accounts, having been authorised by
the Committee to present this Report, o0 their behalf present the 12th Report-on
paragraphs relating o Commercial Taxes Department contained in the Report of
the Comptrolier and Auditor General of India for the year ended 31st March, 2012
(Revenue Receipts). :

The Report of the Comptroller and Auditor General of India for the year
ended 31st March, 2012 (Revenue Receipts) was laid on the Table of the House on
19th March, 2013. '

The Comanittee considered and finalised this Report at the meeting held on
30th January, 2018, o :

The Commitiee place on records 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 Januwary, 2018. Committee on Pubiic Accounts.

—
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" REPORT
COMMERCIAL TAXES DEPARI'NIEN"I“
Tax adnumstrauon

The Commercial Taxes Department coniributed 73.64 per cent of the revenue
of the State during 2011-12. The revenue is derived from the assessment and’
collection of different taxes like General Sales Tax (GST), Value Added Tax (VAT)
and Central Sales Tax (CST) which are regulated by the Kerala General Sales Tax
Act (KGST), 1963, The Kerala Value Added Tax Act (KVAT), 2003, the Central
Sales Tax Act'(CST), 1956 and notifications issued by the Department from time
to time, The Department is under the administrative. control of the Secretary to
Government, Taxes Department. The Commissioner of Commercial Taxes
administers the Acts and Rules. He is assisted by Joint Commissioners, Deputy
Commissioners, Assisiant Commissioners and Commercial Tax Officers. The
assessment, levy and collection of tax is done by Assistant Commissicners and
Commercial Tax Officers. '

Trend of rece.lpts

. GST is leviable on sale of Ganja and opium, foreign liduor and certain

“petroleum  products. VAT is leviable on the intra state sale of remaining

commodities and CST on interstate sales, Artual receipts under VAT Act (0040-
111), KGST Act (0040-102) and CST Act (0040-101) etc. during the last five years
(2007-08 to 2011-12) along with the budget estimates during the same period is
exhibited in the following table and graph. '

. (% in crore)
Year Budget | Actual | Variation | Percentage Total tax !Percentage Percentage
Estimates | receipts of receipts | of actmal | of growth
variation of the receipts | rate
State | vis-a-vis
total tax |
receipis
1 2 3 4 5 6 7 8.
2007-08 | 10,035.51 | 8,371.76 | (-663.75 | (-)6:61 13,668.95| 68.56 9.44
2008-09 | 10,616.39 | 11,377.13 | (+)760.74 {+)7.17 }15,990.i8 71.15 21.39

352/2018.



1 2 3 | 4 5 6 7 8
2009-10 | 12,733.94 | 12,770.89 | (+)36.95 | (+)0.29 {17,625.02| 7246 | 1225
2010-1 | 15,125.60 | 15,833.11 | (+)707.42 | (+)4.67 |21,72169| 7280 | 2397

2011-12 | 19427.90 | 18,938.83 | (-M89.07 | (J252 | 25.718.60 7364 | 1982

Budget valimiates shd Urikal recriph
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Assessee profile

The number of dealers registered as at the end of 2009-10, 2010-11, and

2011-12 are shown below:

2009-10 1,59,665

2010-11 1,69,298

2011-12 1,86,987
Source;:KVATIS

Audit noticed an increase of 17689 in the number of dealers during 2011-12

over the preceding year. As per the information furnished by CCT the

VAT collection from 50 top dealers in the State was 2,731.48 crore which is
27.86 per cent of the total collection. Out of the total dealers, 26001 dealers
constituting 13.9 per cent were paying tax at 0.5 per cent under the category of
presumptive tax payers. - : : .

Tax collection form KGST during 2011-12 was ¥ 8,754.38 crore as per the
Finance Accounts prepared by AG (A&E). The Tax payable by five' major dealers
alone comes to X 7,359.22 crore as per their returns, which requires reconciliation
50 as to rectify the differences, if any. '

1 Kerala State Beverages Corporation (€  4,635.72 crore), Indisn  Ofl Corporation
(T L91LY7 crore), Bharath Petrclenm Corporation (¥ 1,080.08 crore), Hindustan petroleum
(Y 956.57 crore) and Reliance Industries (€ 34.72 crore), _

w
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Receipt of VAT per assessee
“The receipt of VAT/sales tax per assessee during 2011-12 was slightly higher
when compared to that of 2010-11 as shown below:

Year No. of assessee Total collection Receipi per assessee
' (X in crore) . (X in lakh)
2010-11 1,69,298 15,499.22 9.15
2011-12 1,86,987 18,558.12 _ . 9.92

" Arrears in sale tax assessments

The Department furnished the position of arrears of asseésmergt under sales
tax which is as shown below: o
Opening Balance ' : 6,146

Addition during 2011-12 including remanded cases 5,135
' Total 11,281
.| No. of assessment completed _ 4,164

Arrear cases — 3,015

Current cases -903

Remanded cases — 246
Closing balance 7,117'

Department completed 4164 assessments under KGST which was only

. 36.91 per cent of arrears outstanding.

[Audit paragraph 2.1 to 2.5 contained in the report of the Comptroller and
Auditor General of India for the year ended 31st March, 2012.
Notes furnished by the Govemmem in this regard is included as Appendix 1]

With regard to the Audit observation, the Commitiee sought reason for
varjation ‘between Accountant General's Report and the response on the part of the
Departments, The witness, Commissioner of Commercial Taxes atiributed poor

reconciliation process as the sole reason for the same. He also detailed that
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reconciliation certificate for the year 2010-11 and 2011-12 have been peliding with
the Department and submitted that reconciliation process for the years 2010-11 and
2011-12 should be completed by the year 2016. Responding to another question
. regarding the number of dealers got registered, the Commissioner deposed that it
was 170409 in number at the end of 2009-2010 inclusive of VAT dealers, assessees
and money lenders and a steady increase was recorded in succeeding years. In this
E context, the Committee advocated the importance of timely reconciliation and
opined that reconciliation is important because from the next year of assessment
the question of compensation wouid arise which may result in money loss.

2. While considering the audit reference regarding the arrears in Sales Tax
Assessments, the Committee asked whether the arrears have been settled, The
Witness, Commissioner of Commercial Taxes replied that all the cases except those
under litigation have been settled and an action plan had also been worked out to
settle the same at present. He also detailed that almost all the assessment cases
reported in Thiruvananthai:uram, Idukki, Mattancheri, Malappuram, “Wayanad,
Kannur and Kasaragdd have been settled and 41 cases- pending assessment reported
in Ernakulam will be completed soon. He also disclosed that as on date the
department have total 1898 cases pending assessment including 656 cases of
arrears and 367 remanded cases. He was also optimistic that all the pending cases
up to 2013-14 except those under court proceedings could be settled by March
2018, as per the action plan framed out by the department in this regard. |

Conclusion/ Recommendation

3. The committee advocates the importance of timely reconciiation and
~ opines that the question of compensation would be arises and that may result
in revenue loss, Therefore it directs the Taxes department to submit a detailed
report on the reconciliation activities carried out by them, )

Cost of Collection

The gross collection of revenue receipts under the head, tax on sales,
trade etc., expenditure incurred on collection and the percentage of expenditure to




gross collection during 2007-08 to 2011-
percentage of expenditure on collection t0

12 along with the all India average
gross collection for relevant years are

mentioned below:
r Year Collection { Expenditure on| Percentage of |AllIndia averagge‘
collection of expenditure to percentage over
revenue gross collection the preceding
. ' year
(X In crore)

200708 | 937176 89.75 096 0.82
200809 | 11,377.13 102.59 - 050 0.83
2009-10 § 12,770.89 126.01 099 0.88
2010-11 | 15,833.11 115.61 0.73 0.96
2011-12 18,933.83 : 166.55 0.88 0.75 J .

" Source: Finance Accounts and Departmental Figures.

Audit noticed that ihe expenditure on collection was higher than the all India

average. The increase in revenue collection by 19.62 per
appreciated, but the correspending increase in

amounted t0 44.06 per cent which is mgmﬁcant considering the reducnon in all

India average.

Analys:s of collectwn

cent during the year is
expenditure on collection of revenue

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

Revenue head (% In crore) Increase in 2011-12 over
2010-11 (Percentage)
2009-10 | 2010-11 | 201i-12
Sales tax 521282 | 7,402.07 | 875438 18.27
VAT 723526 | 809715 | 9.803.74 21.08
| CST 292.94 310.42 292.66 _ 5.7
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The above table indicates that during 2021-12 collection of VAT increased by
X 1,706.59 crore and sales tax increased by T 1,352.31 crore. The Department
intimated (July 2012) that the increase in price, e-payment, KVATIS scrutiny and
improved enforcement measures led o significant increase of VAT/Sales tax
collection during 2011-12.

[Audit paragraph 2.6 and 2.7 contained in the report of the Camptmlier and
Auditor General of India for the year ended 31st March, 2012,

Notes furnished by the Government in this regard is included in Appendix 11.]

4. The committee pointed out the difference in the data in the reports of the
Accountant General for the year 2011-12 and of the Department and sought a
detailed reply in this regard. The Commissioner of Commercial Taxes informed
that the hike was due to the total implementation of the recommendation of the
9th Pay Revislon Commission, The Committee also asked the reason for the
» expenditure on collection furnished is not in agreement with the figures booked by
the Accountant General, the witness, Commissioner of Commercial Taxes
acknowledged the variation and agreed to submit a detailed report in this regard.

5. The Commissioner Commercial Taxes also informed the Committee about
the need to improve the capacity building inputs of the Department and
modernisation of checkposts. The. Committee directed the Department to submit a
detailed note regarding the measures 1o be adopted to improve the efficiency of the
Commercial Taxes Department. ' .

Conclusion/Recommendation

6. The committee expresses its displeasure on the variation in cest of
collection ﬁgmuﬁmhedbyﬂmcovmmtwﬁhtheﬁgmsbookedby

Accountant General. It directs the Government to furnish an infallible report
in this regard at the earfiest. ' '

Impact of Audit
Revenue Impact '

During the last four years, 10840 parhgraphs with revenue implication of
Y 3,155.82 crore were pointed out. The observations were regarding non/short
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levy, underassessment/loss of revenue, incorrect exemption, application of
incorrect rate of tax etc. Of these, the Department/Government accepted audit
observations involving % 1,030.98 crore and had since recovered X 32.58 crore.
The details are shown in the following table:

(X in crore)
Year Paragraphs |  Paragraphs Amonnt
: included inthe | accepted during recovered during
LAR the year the year
. No. . | Amount | No. |Amount ; No. |Amount
2007-08 1055 | 334.37 | 298 24150 | 181 2,46

2008-09 (Report No. 3) | * 2181 459.11 | 341 | 3277 | 203 | 540
5008-09 (ReporiNo.6)| 1 | 29524 | 1 | 11683 - -

2009-10 4451 | 1122.54| 657 | 558.60 | 588 | 5.02
2010-11 1 3152 | 944.66 | 797 | 8118 | 522 | 1570
Total 10840 | 3.155.92| 2085 |1,030.98] 1494 | 32.58

The recovery position as compared to the accepted cases during the last
four years was very low being only 3.16 per cent. The insignificant recovery of
T 32.58 crore against the money value of < 1,030.58 crore relating to the accepied
cases during the period 2007-08 to 2010-11 highlights the failure of the
Department in recovering promptly the Government dues even in respect of cases
accepted by them. ' .

[Audit paragraphs 2.8 contained in the Report of the Comptrolier -and
Auditor Genera of India for the year ended 31 March, 2012.

Notes furmished by the Government in their regard is included in .
Appendix 11.] S _ .

7. Regarding the audit para that the department could recover only
£ 3258 crore out of X 103098 crore accepted audit observations the
Committee asked the reason for low percentage of collection. The -witness
Commissioner of Commercial Taxes Department, informed that the department
have sorted out 8650 paragraphs out of 34415 and 25765 paragraphs remain
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pending assessment. Then the witness, explained the measures proposed to be
taken by the department in order to generate and increase the revenue to the
exchequer. The Committee appreciated the measures adopted by the Department
for increasing the revenue impact of the andit.

Concdusion/Recommendations

8. Even though there has been certain reservation about the insignificant
recovery position during 2007-08 to 2010-11, the Committee is impressed with
the measures adopted by the department to curtail the revenue lapse since
then. The Committee therefore emphasis the importance of prompt recovery
proceedings on revenue lapse pointed out by audit and directs the department
to submit an exhaustive report on the current scenario in revenue recovery.

Working of Internal audit wing

The internal audit wing (IAW) in the Commercial Taxes Department
commenced functioning from 1st June 2009. The wing is headed by the Deputy
Commissioner, three Assistant Commissioners and six Commercial Tax Officers.
During the year 2011-12, against the target of 132 units, 32 units were audited
leaving 100 units unaudited. The Department attributed the arears to the ceiling
fixed. on Travelling Allowance to Audit Officers. There were 85 IRs with
11195 observations involving X 90.63 crore outstanding (June 2012). Further,
during 2009-10 to 2011-12, there was no clearance of observations by settlement
which indicated poor response to the observations of IAW, The Department has
not prepared a separate internal audit manual. :

It is recommended that the IAW may be strengthened so that they are able to
achieve their planned audit target. Besides, a mechanism needs to be evolved for
timely settlement of the audit observations raised by the JAW.

- [Audit paragraphs 2.9 contained in the Report of the Cbmﬁtroller and Auditor
General of India for the year ended 31st March, 2012.

Notes furnished by the Government in this regard is included in Appendix I1.]

9. The Committee noticed that the audit assessment for the years 2011-12 &
2012-13 remains non-settled and sought the reason for the same. The witness,
Commissioner of Commercial Taxes Department informed that the Internal Audit
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Wing (IAW) had reconstituted in the year 2003, Out of the 5459 audit observations
involving an amount of T 101.75 erore since then, the department could only settle
849 cases involving the amount worth of X 3.22 crore. Then he also disclosed the
two pronged strategy of the Department, proposed to be adopted for revenue
generation such as focusing of tax cases of assessment pendency, and conduct
internal audit by identifying the revenue circles which were having more revenue
generation but not performing well recently. At this juncture, an officiat from the
office of the Accountant General pointed the lethargic attitude of the Department in
not taking any action against the cases pointed out by the internal audit wing of the
~ Department itself and remarked that it is a matter of gravé concern as far as the
audit perspective is concerned. The witness, Commissioner of Commercial Taxes
Department admitted the lapse and informed that tangible steps should necessarily
be taken at the Departmental level as decided at the meeting of the Departmental
higher-ups and assured the Committee that strong, effective and well functioning
auditing machinery should be established in the Department.

Conclusion/Recommendations

10.. The Committee recommends that the internal audit wing of the
Commercial Taxes Department should be strengthened and the Government
could ensure a mechanism for timebound settlement of the audit observations
raised by the internal audit wing. '

Results of audit

I 2011-12, Audit test checked the reconds of 175 units relating to KGST and
KVAT. Underassessment of tax and other ifregularities involving X 810.11 crore in
2539 cases were detected which fall under the following categories:

. . _ {X in crore)
sL Categories No. of cases | Amount
Ne. : :
Value Added Tax/KGST |
1 |Tumover escaping assessment ' 898 267.10
2 | Grant of itregular exemption © 400 255.43
3 | Application of incorrect rate of tax ' 211 | 29.10

aszfs01%.
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4 | Grant of excess input tax credit _ : 425 21.33

5 | Incorrect grant of concessional rate of tax 26 147,45

6 | Non/short levy of Interest 17 318

7 |Other lapses : 562 86.52 |
T | 2539 | 81011

The Department accepted underassessment and other deficiencies of
< 6.68 crore in 537 cases of which 233 cases involving X 4.22 crore were pointed
out in audit during the year 2011-12 and the rest in earlier years. An amount of
X 4.57 crore was realised in 430 cases of which 153 cases involving T 2.68 crore
were pointed out during the year 2011-12. :

Two draft paragraphs were issued involving X 8.3 lakh, based on the audit
observations pointed out by audit between April and November 2010. The
Department has recovered the entire amount, ’

~ A Performance Andit on “Levy and collection of VAT on evasion prone
commodities/areas in commercial Taxes Department” with financial impact of
X 222.98 crore and a few illustrative audit observations involving X 67.52 crore are
mentioned in the following paragraphs: :

Performance Audit on 'Levy and collection of VAT an evasion prone’

commodities/areas in Commercial Taxes Department’ '
Highlights |

Cross verification of the data obtained from State Pollution Control Board,
Mining and Geology Department and Department of Industries & Commerce

‘revealed that 378 dealers had not registered themselves with the Commercial Taxes
Department (CTD). '

Cross verification of the information obtained from the Controller General of
patents and Trademarks, Customs Department with the data available with the
CTD revealed that 56 dealers had suppressed their turnovers resulting in short levy
of tax of T 211.26 crore, . :

a
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realisation of tax of X 5.03 crore.

11

In the Special Circle Thiruvananthapuram, the Kerala State Road Transport
Corporation received X 6.15 crore as income from advertisement on bus bodies
during the period 2006-07 to 2010-11 but did not assess the same to RAX. This
resulted in non-levy of tax and interest of T 34 lakh. o

The Department had got fixed the floor rate for Day Old Chicks (DOC). The
farmers paid taxes at lesser rates on interstate rates than the rate fixed by KEPC.
This resulted in loss of tax of X 3.84 crore. ‘ :

Despite repons of the Investigation Wing of the CTD regarding tax evasion |
by use of bogus C/F declaration forms, the Department did not take any action for

The floor rate for plywood fixed in February 2007 was proposed to be
revised in August 2009 with a hike of 15 per cent but these were not revised till
November 2011, The delay in revision of floor rates resulted in forgoing of
revenue of X 2.02 crore during 2010-11. ' '

Introduction

The Commercial Taxes Department (CTD) is the highest revenue earning

department of the State of Kerala, which contributed 73.64 per cent of the total

states revemne income in 2011-12. The tax on sales and purchase in'the state is

‘governed by three Acts the Kerala Value Added Tax Act, 2003 (KVAT), the Kerala
© General Sales Tax Act (KGST), the Central Sales Tax (CST) Act.

Section 47(16A) of the KVAT Act empowers the Commissioner of '
Commercial Taxes (CCT) to specify the commeodities prone to evasion for which
tax shall be paid in advance. The CCT in December 2006 specified twelve? evasion
prone commeodities for which tax should be collected in advance.

Under the KGST regime, the compulsory annual assessment provided the
chances for scrutiny of all the transactions of a dealer. However, in KVAT Act, the
returns filed by the dealer under Section 20 shall be deemed to have been assessed

_ under Section 21 on receipt of the retum by the Department.

i Granie idb s s cevamioiGAREA oodwal B, W, levator, acaliipes, ghss ahe,
Ww.mm_mm.ﬁmmmmmm
than LPG, bitumen. . .- . )
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.Reasons for selection

The tax on entry of goods into local areas was abolished in December 2006,
thereafter the CCT specified evasion prone commodities for which advance tax
was required to be paid, A number of deficiencies/tax evasion were noticed during
local audit. It was considered appropriate to conduct a Performance Audit on the
commodities specified by the Department as evasion prone, and also on areas |
where the possibility for evasion Was_ more, 10 ascertain the reasons thereon and

remedial action required 1o be taken.
. Organisational Set-up

The Secretary to Govemment, Taxes Department has administrative contro}
over the Department of Commercial Taxes. The Commissioner of Commercial
Taxes (CCT) is the head of the Department. There are four Joint Commissioners
(IC) viz., IC-1, IC (General), JC (Audit & Inspection) and JjC (Law) of which JC
(General) is in-charge of the entire assessment wing. District level administation
of commercial taxes offices is carried through as 15 Deputy Commissioners (DC)
in 15 tax districts. The DC in each district is the administrative head of the offices
in that district. Assessment and collection of tax is dope by Assistant
Commissioners in 19 special circles where dealers having higher turnover and tax’
impact are managed and by the Commercial Tax Officers in 107 ordinary circles
where other dealers are managed. The return scrutiny, audit visits, assessments, revenue
recovery etc. are all attended to by these assessing and registering authoritias,

Objectives of Audit
The performance Audit was conducted with a view:

> 1o examine whether the provisions in the Act and Rules were adequate to
avoid leakage of revenye in respect of evasion prone commodities;

» 10 see whether the existing organisational structure was adequate for analysis
and detection of evasion;

> to see whether corrective measures are taken by the Department to plug the
lcopholes as and when evasion was detected; ' : . '
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> o identify unattended areas of evasion; and

> to ascertain whether the internal control mechanism in the Departmeﬁt was
adequate and effective to prevent leakage of revenue,

Audit criteria _
The criteria for this performance audit are derived from the provisons and
Rules of the Central and State laws mentioned below: '
Central Laws |
The Ceniral Sales Tax Acf.,1956
 State Laws
1. The Kerala Value Added Tax Act, 20(53

2. The Kerala Value Added Tax Rules, 2005

In addition, criteria have been derived from the Notification/Government
Orders issued from time to time by the Government.

Scope and Methodology v

The Performance Audit was conducted during January to May 2012 covering
the period from 2006-07 to 2010-11. The CTD is divided into three zonal
intelligence offices® headed by Deputy Commissioners spread over 14 districts.
The intelligence wing is the main pillar of Department which deals mainly with
' surveillance and detection of evasion of tax. Two districts from each zone were
* selected on a simple random .sampling without replacement method. Six* check
posts were also selected on the basis of revenue collection and transportation of

certain evasion prone commodities. The assessment records in 32 assessment circles

.3 Deputy Commissioner (Intelllgence), Thiruvananthapuran, Emakulam and Kozhikode.
4 Manjeswaram, Walayar, Aryankavu, Amaravila, Nadupuori and Gopalapuram.

5 Thiruvananthapuram: Special Circle, T Circle, I Circle, ‘Works Contract, Kollam: Special Circle,
Circle I, III Circle Kundara, Special Circle, Kottarakkara, Erpakulam: Special Circle I, Special
Circle 1I,Special Circle III, I Circle, III Circle, IV Circle, CTO Kalamassery, 1 Circle Mattanchery,

1I Circle Mattanchery, Works Gontract, Special Circle, Porumbavoor, I cirdle Perumbavoor, I Circle
Permbavoor, Palakkad: Special Circle, IT Circle, I Circle Xozhikode Special Circle I, Special
Circle I, 11 Circle and III Circle, Kannur: Special Circle, I Circle, II Circle and I Circle, -m\
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In the selected six® districts were cross checked with the secondary data collected

from the Custom House, Kochi, The Joint Director General of Foreign Trade, Kochi

and Thiruvananthapuram, the Kerala State Pollution Control Board, the Department
of Industries and Commerce and the Department of Mining and Geology.

The selection of assessees was based on the commodity wise dealer
information available in the Kerala Value Added Tax Information System
(KVATIS) of the CTD. The initial scrutiny of 429 returns which constituted 25 per
cent returns of the dealers trading in evasion prone commodities pertaining to
assessment circle. of six districts selected on_ stratified sampling method, was
conducted in the KVATIS to identify potential cases involving evasion in respect

three commodities viz., Chicken, marbles/tiles and timber from the evasion prone

list and two commodities from the notified list namely cashew and plywood,
Returns of such identified cases were checked at the assessment circles,

Interaction with the Governmtmgpartmmt

An entry Confepence was held on 24th January, 2012 with the Secretary to
Govemment (Taxes) and the CCT, where in the scope and methodology of audit
were discussed. The Report was sent (June 2012) to the Department/Government
and the key audit findings of the performance audit report were discussed with
the Additional Secretary to Government, Taxes Department and the CCT, during

the Exit Conference held on 25th June, 2012, The replies received in the Exit

Conference and at other points of time have been appropriately commented in
the relevant paragraphs. -~
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for preparation of the Report, .
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The collectxon of VAT revenue increased from X 8,563.31 crofe in 2006-07 w0
T 15,833.11 crore in 2010-11, with an increase of 85 per cent

(X in crore)
Year Budget Actual - P;:rcentage of cqllection Variation (in
estimates collection to budget estimates percentage)
200607 | 793038 | 856331 107.98 8
2007-08 | 10,035.51 | 937176 9339 Y
2008-09 | 10,61639 | 11,377.13 107.17 7.
2009-10 | 12,733.96 | 12,770.89 - 100.29 0
201011 | 1583590 | 1583311 99.98 o

The above table indicates that the variation between the budget estimates and
acmal collection during the period was less than ten per cent up to 2008-08 and
negligible during 2008-10 and 2010-11. The low percentage of variation between
budget estimate and the actual is appreciable.

System Deficiencies
Scrunny of annual returns

Under the KGST regime, the compulsory annual  assessment provided
chances for scrutiny of returns of ail the dealers while under KVAT Act, when a
return Is accepted under Section 21, it is deemed to have been completed.
However, assessments in case of non-filing of returns and filing of defective
returns are done under Section 23 of the Act. In addidon to the above, the

. !ﬁepamuent complete audit assessment of selected cases also under Section 24 and

assessment of escaped tumover under Section 25.
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The details of Remms fﬂed and assessments made in nine of the selected
offices as S per the sample are given below:

. . _ (X in lakh)
sL Office Total | Assessment '
No. No. of j
i dealers Self Best of fudgement | Audit Assessment | Escaped turnover
- | assessment us Uls 24 Lifs 25
Us 2l '
No. | Additional | No. ;'Additional | No. | Additional
of demand of demand of demand
Cases| created | cases [ created | Cases [ crezted
1 [Specil  Circle,| 628 628 0 0 | o 0 268 | sera7
Thirgvanamhapuram
* 2 | Speciai Circle, Kollam | 746 |. 746 | o o 0 0 3z | 1mss
3 | Special Circle,| 295 285 6 2.3 7 1568 100 | 3429
Kottarakkara ]
4 [special Cicle 10| 590 585 0 0 0 0 | a4 | sooes
5 | Speclal Chele,| 453 440 o 0 0 o 72 156.93
Ferambavoor
6 |Specisl Circle 1| 364 564 0 0 12 338 | 100 | 41329
Kozhikode -
7 |Special Circle 1] 280 200 6 06 | 2 113 144 | 70531
Kozhikode
8 | Special Clrcle, Kaonur | 477 | 477 0 0 & 2856 | 120 | 30238
9 | Special Circle,| 457 457 0 0 o 0 A 435.48
Palakkad _ .
Total . 4430 4450 12 32.96 77 | 7o | 1257 | 4saa9s

Out of the 4,490 returns received, detailed scrutiny was conducted only in
1296 (31 per cent) cases. The remaining 3,194 (69 per cent) returns were
considered as deemed to have been assessed based on self assessment. It was
noticed that from these 31 per cent of the cases, the Department could raise an
‘additional demand of X 5,057.12 lakh. This is a clear indicator of the
revenue potential of the detailed scrutiny:

After this was pointed out in audit, the Government issued {November 2012)
instructions to the Department to scrutinise annual returns of dealers with turnover
above X 60 lakh along with audited statements and as regards other cases, to
scrutinise at least once in three months.
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Results of abolition of Audit Assessment Wing

The separate audit assessment wing which was initially formed in
" 2006-07, at the time of switching over to the KVAT Act was abolished due 1o
manpower shortage. The wing was doing local inspection under the VAT regime
upto 2008. Thereafter, the assighments under audit functions were also attended to
by the officers in the assessment circles. During 2006-07 and 2007-08 there were
4487 audit visits to the business places of dealers, out of 1.78 lakh dealers. The
abolition of the audit assessment wing resulted in non-inspection of local units. In
the KVAT regime, where assessment is deemed to be completed on self
declaration, the need for a dedicated audit assessment wing for scrutiny is essential.

Low achievenient by Internal Audit

The Internal Audit Wing of the Department was able to audit only eight
offices during 2009-10 and 14 offices during 2010-11 out of 126 assessment -
circles. ‘Thus, the audit coverage/achievement was only 0.63 per cent in
2009-10 and 11.11 per cent in 2010-11. The irregularities detected during 2009-10
and 2010-11 were 262 cases involving X 7,061.49 lakh and 458 cases involving
% 2,417.16 lakh respectively. The action taken/recoveries made on the internal
audit observations were not furnished despite being requested {December 2012).

Since the chances for evasion are more on self assessed returns, the
percentage coverage of internal audit wing needs to be increased to ensure that all
the dealers comply with the provisions of the Act. '

Merger of Commercial Investigation Wing with Inteiligence W‘mg

The intelligence Wing in the CTD with its duty to identify cases of tax
_ evasion is the main pillar of the supervisory mechanism to safeguard the revenue.
Identification of tax avoidance by dealers through consistent check with data and
returns from financial institutions and other departmental agencies like the Central
Excise, Income Tax, Customs, Railways eic., was entrusted to the Commercial
Investigation (CI) Wing under the direct control of the CCT. However, the CI wing
was rearranged and merged with the Intelligence Wing (November 2011). Though
import data of goods was collected (2011-12). from the Customs Department by
51} 201, '
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investigation Branch (IB) of the CTD in Kochi, sharing of the same with other
zonal intelligence offices and cross verification of the same to identify cases of
evasion was not done indicating that with the merger, the work was left unattended.

After this was pointed out in audit, the Government stated (November 2012)
* that an "Economic Intelligence Wing" will be constituted in the Department which

will go a long way in overcoming the deficiency pointed out, Further developments
are awaited (November 2012), -

It is recommended to restore audit assessment wing, Commercial
Investigation Wing, and strengthen the Internal Audit Wing 1o ensure compliance
of the provisions of the Acts and Rules. The Government may advise the
Department to scrutinise annua! returns of dealers beyond a fixed limit.

After this was pointed out the Government dccepted our recommendations
for restoration of the wings and .issued instructions to scrutinise returns with
wrnover above X 60 lakh.

{Audit paragraphs 2.10 to 2.11.11 contained in the Report of the Compn'oner
and Auditor General of India for the year ended 31st March, 2012,
" Notes furnished by the Government in this regard is included in Appendix II.)

. 11. By expressing deep reseﬁtm'ent over the non-detailed scrutiny of audit
returns of the dealers by the Department. as mandated by under KGST (Kerala
Generai Sales Tax) and KVATIS (Kerala Value Added Tax) the Committee

criticised the procedures adopted by the Taxes Department in this regard and

opined that the audit assessment process became useless, Then in the wake of a
significant recommendation made by the Accountant General and also due its
acceptance by the department as such, the Committee did not want to make any
comments/remarks in this connection. In this context, the witness, Commissioner,

-

Commercial Taxes Department acknowledged that around sixty thousand dealers _

were having tum over above ¥ 60 lakh and informed that a meticulous monitoring
of their cases will definitely augment revenue generation. He explained the result
oriented strategy to enhance the revenue collection, taken by the Department
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" before the Committee. The Committee mooted the intredizction of some incentive

system among the officers of Department and the witness, Commissioner of
Commercial Taxes Department informed that some plan is on the anvil in this
regard. According to the witness some officers of the department perform brilliant
job and in order to encourage them and to recognise their commendable work the

‘Department contemplates to send them to some capacity building programme at

National as well as State level functions.

12, In this regard, the Committee opined fhat non-cash swrogate incentive
shonld be awarded to the officers of the department who perform well as the token
of recognition of their commendable and devoted service, To a doubt aired by the
Committee that the figurés booked in the notes prepared by the department ie.,
37488 were annual or monthly retum, an official from the Taxes Department
clarified that the same is anual return to be filed with audited statements. ‘

_ 13. Regardmg the audit observation on abolition of Audit Assessment Wing,
the Committee accepted the explanation fumished by the Department.

Conclnsions/Recommendations

14. The Committee recommends that non-cash surrogate incentive
should be awarded to the officers of Commercial Taxes Department who

. perform well as a recognition of their commendable and devated service.

15. The Committee directs the Taxes Department to ensure that
the annual return of an assessee should be filed along with their anmual
accounts itself.

Methods of tax evasion
Nor_t-regisn'ation of dealers
Non-registration is one of the methods practised by the dealers to evade tax.

As per the KVAT Act, 2003, every dealer with annual turnover not less than
T 5 lakh and casual deaters, industrial units, dealers registered under the CST Act,
all contractors, irrespective of the turnover shall get himself registered. '

r
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As per the data made available by the CCT, there were 1.78 lakh registered
dealers as on 31 March 2011 compared to 1.28 lakh as on 31 March 2006, with an
increase of only 50,193 during the period of five years. However, it was found that
the Department of Economics and Statistics of Kerala had statistics of 13.24 Jakh

“units in the non-agricultural field under different categories, which is exigible to
VAT as mentioned below: ' ' :

Name of the activity Rural Urban Total
Mining and quarrying 2,487 660 3,147
Manufacturing 34593 | 1,43.667 | 489,601
Electricity, Gas and Water Supply 4157 | 804 | 4961
Construction | 10151 | 7178 | 17329
|Sales, maintenance and repair of motor 19,811 17,699 | 37,510
vehicle/motor cars '
Wholesale Traders 35251 | 19917 | 55168
Retail Traders 4,15,109 | 2,03,257 | 6,18,366
Restaurants and Hotels 69,249 28,577 97,826
' Total 9,02,143 | 4,21,759 | 13,23,908

Fﬂrthef, the Committee constituted by the Government under the

chairmanship of Deputy Commissioner (Intelligence),

November 2011 to study restructuring of the CTD inclu
dealers, in its report (January 2012) stated that by bringin
net through survey, the supplj'ers in the VAT chain will be forced to issue sales
bills and the VAT trail upto the consumer level would be complete and on a
conservative estimate the minimum tax impact would be ¥ 87.75 crore per year
and thereby securing the legitimate tax to the Government. This indicates the

existence of unregistered dealers.

However, there was nothing on record to indicate that the Department had

Thiruvananthapuram in
ding registration of new
g new dealers into the tax

made use of the above information to bring unregistered dealers under tax net. .

-
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Absence of co-ordination with other Government Departments and Boards for
registration of dealers. ' :

we found that there was no co—ordinanon between the CTD and other
Government Departments io ascertain that the dealers whose turnover had
exceeded the threshold limit were registered with the CTD and had declared
turnover of their sales correctly in thexr returns.

The CTD had not put in place any mechanism’ for obtaining information
from the "other Government Departments” and cross verify. the same with the data
available in KVATIS to ascertain its COMectess. A few deflmenues noticed

instances are discussed in the following paragraphs:

» Cross verification of data obtained from State Pollution Control Board in
respect of Stone crushing units ' '

(i) Cross verification of the data available in Kerala value added tax
information system (KVATIS) with the information obtained from the State
Pollution Control Board (PCB) revealed that out of 110 stone crushing units
registered with the PCB, 73 units were not registered in KVATIS involving a tax
evasion of T 29.20 lakh® as shown below: |

Name of the | Totalcases | Units registered |  Units not T Amout
District | checked by already with the registered ( Tinlakh)
Audit Department

Kozhikode 23 13 10 4.00

palakkad 12 4 _ 8 3.20

Kanour 16 mn | 5 2.00

Ernakulam 59 9 - 50 20.00
110 - 37 73 ' 29.20

7 Bywofrenmscrdhamse

8 Evasion gstimated at the minimum compounded tax of T 40,000 per unit, based on the minimum -
jaw stze of the machine : _ .
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* Cross verification of chaobtanmdﬁ'anilmgandGmlngyDepaImmmmspea
of Stone Crushing units ;

() Cross verification of the data available in "VAT" with the information

obtained from the Mining and Geology Department revealed that out of 37 stone

crushing units registered with the Department, 22 units were not registered in’

KVATIS involving a tax evasion of ¥ 8.51 crore® as shown below:

Name of the Total cases Units registered | Unitsnot | Amount
District | checked by Audit | with the Department registered| (% inlakh)
Kozhikode 1 0 B | 20.11
Trivandrurn 13 © 12 1 8.71
Palakkad 3 o 3 2177
Kannur 1 . 1 0 0
Emakulam 19 2 17 | o077 |
37 ' 15 22 85136

There was 10 co-ordination between the government agencies and the CTD
which resulted i the existence of 95 umits remaining unregistered,

The assessing authority/intelligence wing also failed to detect this ‘due. to .

non-adherence to the Departmental mstructions.

. Crﬁm verification of data obtained from Department of Industries and
Commerce in respect of Plywood manufacturers

Audit cross checked information on Plywood manufacturers available in the
KVATIS with reference to the details collected from the Department of Industries
‘and Commerce. There were 768 units registered with Industries and Commerce
Department in Emakulam district'®, Out of these 283 dealers were not found
registered under KVA

9 Evasion of tax calculated based on the jaw size and actal number of machines ysed Compounded
tax ranged from T 40,000 10 lS.OO.UOObasedonthejaw size, :

IUPlywoodmanufacmersmmaiJﬂymucenu-awdlnEmhdamDIsuicL

-
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The Depamnent did not make any effort to cross check data with other
Departlﬂents )

Cms verification of check post returns with self assessed returms

Mis. Regma Ceramics Ltd. is a dealer in ceram:cmmﬁed tiles. As per the
annual returns the assessee paid an advance fax of ¥ 443 core during
2009-10 based on floor rates fixed by the Commissioner of Commercial Tax while |
bringing ceramic tiles from outside the State. The price of goods imported based
on the advance tax worked out to X 35.28 crore, but the assessee conceded a sales
mmover of X 12.40 crore only. This resulted in tarnover of X 2.78 crore escapmg
assessment and consequent evasion of tax, cess and interest of T 41.06lakh. The
matter was reported to the Government (March 2012); no reply has been received
(December 2012). |

Results of cross verification of reg:stered dealers

* Cross verification of infomatinn obtained from Controller General of
Patents and Trademarks with the returns of the dealers.

~ The Controller General of Patents, Designs and Trade mark, Mumbai'
(CGPDT) is the authority where trademark is to be registered. Under the KVAT
Act, bakery/food products sold under brand name registered under the Trade Mark
Act,19993reliahletotaxat125percent. N -' o

The details available on the websxte of the CGPDT were verified with the
assessment record of ten dealers and it was found that nine bakery products which
were sold under different rademark like Fresh, Best, Dev Snacks, Elite, As“mi

i1 Ampmumufcmmmtdhﬂia.




24

Ojin were taxed as unregistered branded food products at the rate of four per cent

instead of the correct rate of 12.5 per cent. This resulted in shurt realisation of tax

of X 36.84 crore as detailed in the following table:

X in lakh)
Sl, Name of Tumever | Short levy at the Penalty | Interest | Total
No. assessee/Office of differential rate short
Products of 8.5 levy of
_ Per cent tax
1 |Mf. Kiban Foods| 737.84 63.15 12629 | 1815 | 207.58
India (P) Ltd, Spl. '
Circle II, Kazhikode
-2 | M/s. Fresh Products-IV 615.84 52.78 105.56 12.31 170.64
Circle, Emakulam
3 [M/s. Best Bakery-II 4936 42.25 84.5 12.26 139.03
Circle, Emakulam _ E
4 |Mss. Dev SllacksCTO 605.68 51.83 76.14 42,94 170.89
Kundara
5 |M/s. Elite Foods (P)| 6108.61 523.26 1066.54| 13754 1727.34
Lid.  Spl  CircleIl, -
Ermnakulam .
6 [Mi/s. Elite Natura] (P}| 2757.77 240,88 481.75 62.86 785.47
Iud., Circle-I'V,
| Emakulam =
7 |M/s.  Asian  BHome 317.7 27.01 54.01 14.06 95.06
Products (P)-I1T Circle, '
Trivandmm
8 |M/s. Best Foods Lid.| 1238.17 106.3 212.59 23.16 32.06
Spl. Circle-I, : :
Emakulam
9 [M/s. Ojin Bakers, I1| 9563 8.21 166 | 172 | 2653
Circle, Kozhikode :
10 ) Mrs. Ojin Bakers, I 71.15 6.11 12,22
Circle, Kozhikode. '
| Total | 1304199 | 112178 2236.2
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After the matter was reported, the Government stated (November 2012) that

assessménts have been completed creating additional demand of ¥ 1.12 crore in

three cases. We have not received detailed report in respect of other cases
{December 2012). '

* Cross verification of data obtained from Customs Department in respect
. of Raw Cashew dealers.

The details of import purchases of Raw Cashew Nut (RCN) through Cochin,
Mangalore and Tuticorin Ports were collected from the Customs Department, and
verified with reference to the returns filed by the dealers registered under the
KVAT Act, 2003. It was found that 23 dealers had imported RCN valued
% 2,104.13 crore during the period from 2008-09 to 2010-11. The purchase
turnover disclosed by the assessees in their VAT retumns filed with the CTD was

% 1,078.99 crore only, resulting in suppression of 'import purchase wrnover of

RCN valued at T 1025.14 crore. This resulted in short levy of tax, interest and
penalty amounting to < 136.11 crore (Appendix III).

After this was pointed out in audit, the Government stated (November 2012}
that in 19 cases involving a tax effect of ¥ 120.35 crore, pre-assessient notices

“had already been issued.

In three cases, the Government stated that the import value _accoumed for by |
the dealers was excluding the insurance charges and freight charges. The reply was
not correct as the insurance charges and freight charges would form part of

* purchase price as per Section 2(xxxviii) of the KVAT Act 2003. In one case no

reply has been rec.eived.

* Cross verification of data obtained from Customs Department in respect of

Imported Timber _
Import purchase details of timber through Cochin, Mangalore and Tuticorin

Ports during 2008-09 to 2010-11 were verified with reference to the VAT returns
3s1ize8. '
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of dealers and it was found that 19 dealers had imported timber valued at
X 292,55 crore against which only T 217.56 crore was conceded in the returns.
This resulted  in suppression of twmover to the tuge of ¥ 74.99. crore and
consequent short levy of tax amounting to T 33.93 crore. A few cases are
. menuonedmthe following table:

Sl - Name of Assessee Turnover (X in crore)
No. Customs data- | Conceded in | Difference
the returns '
1 |Hillwoed Fumiture ()] - 6607 49.68 16.14
Limited -
2 |New Western Saw Mill 2154 16.85 4,69
3 |St. Antonys Timber Depot 1225 8.27 398
4 | VS Exports and Imports 65.71 42.47 23.24
5 | Wood Board 19.37 1187 |, 7'.50

® Cross verification of data obtained from Customs Department in
imported material used by works contractors '

Section 8 of the KVAT Act'requires a contractor to pay tax at compounded
rate, the rate being three per cent of the contract amount after deducting the
purchase value of goods cons1gned into the State or stock transfer or purchase from
outside the State and for the purchase value of goods so {deducted, to pay tax at
scheduled rate applicable to such goods

During cross verification of data obtained from the Custom House at Cochin
Port it was found that in respect of four out of twenty-one cases test checked, the
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assesses failed to disclose import purchases of tiles, marbles, elevators, air
~ conditioning units etc, resulting in short levy of tax émounting to-X 4.39 crore as
detailed below:

(X in lakh)
Sl. | Name of the Assessee | Commodity imported | Tumover | Short levy
- | No. .| escaped |including interest
. | assessment| and penalty
1 {M/s. Abad Builders | Escalators, Air - 184.64 75.30
. ' Conditioners, Fumniture o
2 (Mrs. Choice | Escalators 15191 | . 6195
Construction :
3 'M/s. - Puravankara|Elevators, Aluminium 412.29 168.13
Projects Structures ' .
4 {M/s. Tamara Real|Fumiture - 109.89 44.81
Estate Holding and
Developments (P) Ltd. _
| Total | 438.59

“The Government may consider introducing a system of obtaining information
periodically from other Departments/Boards etc. in respect of the persons registered
with them and cross verify the same with KVATIS to trace the dealers whose
turnover crossed the threshold Limit and are liable for registration with the CTD.

Goods meant for own use - Form 16

The VAT Act envisages production of ownership certificate for availing |
exemption from payment of tax on goods transported for own use.

~ Form 16-Certificate To be carried by vehicle - Goods
of ownership P ownerdrverfor ~ ——™ meant for
transportation of goods OWD Use

As per Rule 58(18) of KVAT Rules 2005, every person other than a registered
dealer, who consigns any goods by any vehicle or vessel, where the transport is not
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in pursuance of a sale, shall issue a certificate of ownership in Form 16. Later
(March 2007) the procedure laid down for transport of goods for 'own use’ was
extended to registered dealers also.

It was found that there was considerable increase in transportation of goods
for own use by registered as well as unregistered dealers leading to evasion of tax
under cover of Form 16 as detailed below:

| Namie of institution | Number of cases in which transportation of goods wasT
from which data was |  effected with Form 16 and received in the Intelligence
- collected | Offices from chéck posts for further verification
2006-07 | 2007-08 | 2008-08 | 2008-10 2010-11
DC{), Kuzl;.ikoc_le S 18 33 269 1237
DC(I), Ernakulam 0 12 54 261 | 1480
D), 0 0 302 1382
i hapuram :
Total $ 1 30 87 832 4099

The above table indicates that after dispensing with the requirernents of
countersignature by the assessing authorities there was a steep rise in submission of
form 16. The number of forms increased from nine in 2006-07 to 4099 in2010-11
registering increase of 4080 forms. This indicates that there is a need for
investigation of the correctness of the forms.

After this was pointed out in audit, the Government stated (November 2012)
that in the absence of Entry Tax Act, purchase of material from cutside the state for
own use cannot be effectively curbed, The reply is not relevant to the point raised.
It further stated that the matter is being attended to on the basis of instructions
already issued. Further developments are awaited. .

Taking into consideration the potential misuse of items covered by Form 186,
it is recommended that, the assessing authoriﬁes/intelligen}:e wing may follow-up
on goods brought into the State to prevent their misuse.
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Evasion due to neglected areas in KVATIS

- As the economy is expanding, new commedities and methods of value
addition are taking place. As a major source of revenue eamer, the Department has
1o keep pace with these developments and identify newer areas of taxation and new
methods of evasion practised by dealers for taking remedial measures. ‘Some of the
areas identified by audit are discussed below: '

Transfer of right to use

Sale means any transfer of property in goods by one person to another in the
course of trade or business for valuable consideration. As per Section 6(1)(c) of the
KVAT Act, in the case of transfer of right to use any goods for any purpose whether
or not for a specified period, tax shall be levied at the rate of four per cent at all
points of such wansfer. However, due to lack of clarity regarding transaction
falling under wansfer of right/intangible goods, tax was not levied in the
following cases: : :

In the Special Circle, Thiruvananthapuram, an asSessee, the Kerala State
Road Transport Corporation received % 6.15 crore during the period 2006-07 to
2010-11 as income from advertisement on bus bodies which come under transfer
of right to use did not assess the same to tax, This resulted in non-levy of tax
including interest of < 0.34 crore. ' )

After this was pointed out in audit, the Government stated (November 2012)
that action has been initiated to complete the assessment. Further developments
are awaited (December 2012). ' '

As per Entry 68 of the Third Schedule of the Act, intangible goods like
Copyright, patent, REP License etc. are taxable at the rate of four per cent. In-
two*? offices, right to use in respect of goodwill and sale of intangible assets like
patent, copyright etc. were not assessed resulting in short levy of tax including
penalty and interest amounting to X 2.17 crore. .

It is recommended that the Government may consider notifying the
gransactions that come ‘under the scope of intangible and incorporeal goods exigible
to tax as featured in the Schedule attached to the Maharashtra VAT Act.

12 Spedalcid&mhmmaﬂq)edald:demwm)mﬁy-
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Failure to detect evasiori

There is a general tendency among dealers in evasion prone commoedities to
evade tax through new methods, Identification of such attempts of tax avoidance is
possible only through constant surveillance and intelligence operations and issue of
necessary guidelines to curb such practices, :

() Absence of uniformity in valuation of Day Old Chicks (DOC)
The Kerala State Poultry Development Corporation (KEPCO) s ‘a

Government of Kerala undertaking doing the business of selling DOC to farmers.

The farmers in Kerala also effect inter-state purchase of DOC, While the average

yearly market rate of (2010-11) KEPCO is X 21 and tax rate is 12.5 per cent, in the

case of inter-state purchase (2010-11) the farmers conceded the cost of DOC ag
X 11.72 only and paid tax at the border ckeck posi_. The department has not fixed a
floor rate for DOC which resulted I undervaluation of DOC and escape of
turnover of X 30.42 crore and consequent loss of revenue of ¥ 3.84 crore,

(i) In Special Circle, Palakkad, an assessee conceded (2006-07 to 2010-11)
sale price of DOC in the range of T 5.05 1o % 12.56.  However, the average
market price of DOC fumished by M/s KEPCO was in the range of ¥ 10.50 to
T 21.41 during these years. The minimum turnover calculated at the KEPCQC rate
comes to X 35.98 crore, involving short levy of tax of ¥ 14.87 crore. No floor rates
were fixed by the Department, resulting in forgoing of revenue to that extent,

After this was ppintéd out in audit, the Government sta_ted (November 2012)
that floor rates have since been fixed and circuler instructions issued. Further
developments are awaited (December 2012), '

(ii) Sale of chicken through Kunjipally check post to Mahe

Live chicken is transported to Mahe (a part of Puducherry with an area of
9 5q. kms and a population of only 41,934 (2011 Cencus), through Commercial Tax
- Check Post (CTCP), Gopalapuram using transit pass which is surrendered at

"~
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CTCP, Kunjipally four kms away from Mahe. Scrutiny revealed thai during the
year 2010-11, for nine months 63.88 lakh kilograms of live chicken was
wransported. The data for the remaining three months though called for was not
made available despite being requested. The average transportation of live chicken
for the year was 85.18" lakh Kilograms. Taking into account the per capita average
annual consumption of poultry meat in India as per the National Institute of
Nutrition data, the chicken that could be consumed in Mahe was 5.04 lakh
kilograms. The possibility that the excess quantity of 80.14 lakh kilograms of live
chicken would have been sold in the State of Kerala cannot be ruled out.

The revenue loss on this account could be curbed only if the CTCP,
Kunjipally was re-located at the entry/exit point to/from Mahe from the present
Jocation which is four kms away from Mahe, ' '

After this was pointed out in audit, the Governmemt stated (November 2012)
that the intelligence wing has been strengthened to prevent such activities
effectively. Further developments are awaited (December 2012).

Encouragement of evasion through regularisation of Bogus C/F forms

The inter-state cross verification report (February 2012) of declarations
in Form C/Form F issued by the dealers in other states and submitted by the
cashew dealers in the State of Kefa]a, by the Commercial Investigation Wing (CI)
of the CTD r1evealed that 68 declarations in Form F covering a tumover of
T 1,501.02 lakh and 55 declarations in Form C covering a tumover of
% 1,003.57 lakh (total ¥ 2,504.92 lakh) relating to the period from 2005-06 to
2007-08 were found to be bogus and the short levy of tax, interest and penality
liable to be _levied was T 9.50 crore. The Department did not 'proceed further,
considering that in similar cases, on representation by the dealers in cashew,
availing of concessional rate of tax on their inter-state -sales/stock transfer
. by producing bogus declarations in Form C/Form F relating to the period from
200304 to 2005-06, the Govemment in adition to regularising the bogus-

3 BasedunthgsaleofChickenfornmmonmsmadeinState.
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C/F Form declarations had ordered (July 2008)", waiver of penalty, interest and al}

amount in excess of four percent which were due and leviable under the CST Act,
as a one time measure, '

The Government's decisions to regularise fraudulent C/F Forms had an
adverse effect on departmental officers in taking timely and strict action against

- dealers who indulged - in fraudulent tramsactions. The Government stated

(November 2012) that the concession allowed was as a part of the package made
in the Budget Speech (2007-08) by thie Hon'ble Finance Minister and was done in
public interest, ' :

The Government stated (November 2012) that the intelligence wing has been
- strengthened to. effectively prevent such activities. Further developments are
awaited (December 2012). '

. Itis recommended that while taking policy decisions the Government and top
management of the Department may give utmost priority to honest trade practices
by ensuring timely and strict ‘action against violation of the Act' and initiate
measures to strengthen control system and avoid tax evasion.

Inaction on bogus statutory forms detected by the Dgparn_nent

. The investigation teams verified the genuineness of declaration forms ir the
respective Commercial Tax Offices in New Delhi, Chattisgarh, Tamil Nadu,
Kamataka, Andhra Pradesh and Maharashtra. Despite reports (May 2008 and
March 2012) of investigation wing regarding evasion by use of bogus C/F forms
~in respect of 38 declarations covering a tumover of X 80.96 lakh (out of
* 39 declarations in respect of Delhi and Chattisgarh) and 747 declarations covering

a turnover of X 1,873.60 lakh issued from Maharashira relating to the period

2005-06 to 2009-10, the Department did not take any action to recover the tax of
X 5.03 crore recoverable in these cases.

Delay in revision of floor rate in respect of plywood

As per the directions of the CTD (April 2005) dealers had to pay the CST
in advance on the inter-state sale of plywood at the checkposts. The Deparirment

14 GO(Ms)No.136/08/TD. Dated: 7-7-2008.

4
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fixed (February 2007} the floor rates for plywood based on the report of an expert
committee consisting of Deputy Commissioners. The rate fixed earlier was
proposed to be revised (August 2009) with a hike of fifteen per cent. Even though
it was agreed to (April 2010) by the dealers, the rates were revised only in
November 2011. The delay in revision of floor rates resulted in forgoing of revenue
of T 2.02 crore during 2010-11. '

Conclusion
No specific action plan has been il_:itiated by the Department to bring in
the dealers liable for registration under the tax net. Lack of co-ordination

between the intelligence wing and the assessment wing was evident from the
non-utilisation of secondary data for scrutiny of returns filed by dealers.

It was found that Government/top management did net evolve a
rmechanism whereby strict action could be taken against dealers who indulged
in fraudulent transactions. Despite initiative of the intelligence wing in tmely
revision of floer rates, there was delay/failure on the part of the Department in
fixing the same.

Summary of Recommendations -
The Govemmenthepamﬁent may consider.

® Restoring audit assessment wing, Commercial Investigation Wing, and
strengthen the Internal Audit Wing to ensure compliance of the provisions of
the Acts and Rules and advise the Department to scrutinise annual returns of
dealers beyond a fixed limit; '

& Introducing a sy_étem of obtaining information periodically from other
Departments/Boards eic. in respect of the persons registered with them and .
cross verify the same with KVATIS to trace the dealers whose turnover

crossed the threshold limit and are liable for registration with the CTD; .

* Taking into consideration the potential misuse of items covered by Form 16,
follow up action on goods brought into the State to prevent its misuse;

B61)20t8
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*® Notifying the nature of transactions which would r:orhe under the scope of
- intangible and Incorporeal goods exigible to tax as featured in the Schedule
attached to the Maharashtra VAT Act; and '

‘Taking timely action to revise floor rates in respect of .evasion prone
commodities. and give utmost priority to honest trade practices by ensuring
timely and strict action against violation of the act and initiate meascres to
strengthen control systemn and thereby avoid evasion.

[Audit ﬁaragraphs 2.11.12 contained in the Report of the Compti-oller and
Auditor General of India for the year ended 31st March, 2012,

Notes fumished by the Govemment in their regard is incladed in Appendix IL

_ 16. Regarding the audit observation on tax evasion due to non registration of
dealers the committee accepted the explanation furnished by the department.

17. The Commitiee sought the reason in detail regarding the non-registration
of 73 stone crushing nits out of 110 in KVATIS which in turn resulted the tax
evasion of X 39.20 lakh, as reported in the audit paragraph. The witness,
Commissioner of Commercial Taxes Department detailed that, a.thorough and
defa.iled reply in this regard would be submitted within two weeks. He also
explained the difficulties in Coﬂecting data regarding metal crusher units through
out Kerala from the Poliution Control Board (PCB) and Local Self Government
Depa_mhent (LSGD) and the depamnem’s' Plan to develop a system fqr the
verification of crusher units regarding jaw size, '

18. The Committee opined that lack of co-ordination between Government
agencies and Commercial Taxes Department (CTD) is the sole-reason for tax
evasion as reported in this case which ultimately resulted the loss to the tune of
X 8.51 crore ta the State exchequer. '

19, With regards to the audit reference that the self assessed returns without
€ross verification caused huge amount of tax evasion the Committee suggested for
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increasing the server capacity as the remedial measure. Responding to a question
that, had any policy decision been taken in such cases, the witness Commissioner, -
Commercial Tates Department informed that all such cases had been re-assessed.
He also disclosed two innovative measures to overcome the realisation of tax
arrears from the dealers adopted by the department such as, pure review -of
assessment order and collection of copy of bills from the people. At this juncture
the Committee remarked that an efficient and constmclivé tax realisation system
can bolster State exchequer. '

20. The Committee pointed out that legislative Intention was to levy tax
from the registered branded items of multinational companies. But in practice,
many products had not have full fledged trademark registration and hence tax
would be levied at lesser rate than prescribed. The Committee commented that as -

tax of many items were abolished by Government without retrospective effect and
tax for the past period was unlikely to be collected from the Bakery owners. In this '
regard the witness, Comissioner of Commercial Taxes deposed that
dealers registered with the Patented Trade Mark office under the Trade Mark Act
(TM Act 1999) were only eligible for tax concession. An ofﬁma] from the office of
the Accountant General interfered to inform that all the cases under reference were
got registered, but the departments contention was-that many items did not have
trademark reglstrauon

21. The Committee urged the ’Ihxes Department to furnish the details
regardmg the actual position of the cases, rate of tax and the action taken by the
department in each cases to it within three months and the witness Commissioner
of Commercial Taxes assured to do 50.

22. The Committee evaluated that in cashew business sale of items were '

wrongly detailed as stock transfer even in public sector units. The Comsmittee
decided to recommend that Government should take an appropriate decision
whether arrears of tax need 1o be realised from bakeries as it is a matter of policy.
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23. The Committee accepted the explanation furnished by the Department
* regarding the audit observation about the misuse of Form 16.

Conclusions/Recommendations

24. The Committee remarks that lack of co-ordination between
Government agencies and Commercial Taxes Department results in huge
amount of tax evasion, Therefore jt recommends that a synergic and Ssymmetric
co-ordination should be developed and maintained between Government
agencies and the Taxes Department to avert the tax evasion in future.

should be increased to enable the cross verification of accounts.

26. The Commitiee observes that certain bakery/food products sald
under brand names registered under the Trade Mark Act, 1999 had been
short levied against the provisions of KVAT which results in huge loss to the
State Exchequer. It remarks that as tax of such items were abolished by
government without retrospective effect, the government as matter of policy
should take an appropriate decision whether arrears of tax need to be realised
from bakeries. It also urges the department to intimate the Committee about
the action taken in this regard at the earliest, '

_ _ vV.D. Sm{EESAN,_ :
Thiravananthapuram, - ) Chairman,
30th January, 2018, : Committee on Public Accounts,
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APPENDIX ]

SUMMARY OF MAIN CONCLUSIONIRECOMMENDATION

Sl. | Para | Department
No. | No.

concerned

Conclusionmécommendaﬁon

i@

(3)

4

113

'Ihxes'

The committee advecates the importance of timely
reconciliation and opines that the question of
compensation would be arises and that may result in
revenue loss. Therefore it directs the Taxes department
to submit a detailed report on the reconciliation
activities carried out by them. '

Taxes

The committee expresses its displeasure on the variation

lin cost of collection - figures furnished by the

Govemment with the figures booked by Accountant
General. Tt directs the Government to furnish an
infallible report in this regard at the earliest.

Taxes

Eventhough there has been certain reservation about the
insignificant recovery position during . 2007-08 to
2010-11, the Committee is impressed with the measures
adopted by the department to curtail the revenue lapse|
gince then. The Committee therefore emphasis the
importance of prompt recovery proceedings on revenue
lapse pointed: out by audit and directs the department to
submit an exhaustive report on the current scenario in
revenue reCOVery.

Taxes

The Committee recommends that the internal audit wing| -
of the Commercial Taxes Department should be
strengthened and the government could ensure a
mechanism for timebound settlement of the andit

observations raised by the internal audit wing.
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(1)

@ |

(3)

@ |

14

Taxes

The Commitiee recommends that non-cash sumugate
incentive should be awarded to the officers of
Commercial Taxes Department who perform well as a
recognition of their commendable and devoted service.

15

Taxes

The Committee directs the Taxes Department to ensure
that the apnual return of an assessee should be filed
along with their annual accounts itself,

24

Taxes

The Committee remarks that lack of co-ordination
between Government agencies and Commercial Taxes
Department results in huge amount of tax evasion.
Therefore it recommends that a synergic and symmetric
co-ordination should be developed and maintained
between Government - agencies and the Taxes
Department to avert the tax evasion in future.

25 |

Taxes

_-fwithout cross verification account for immense revenue
.|1apse. Therefore it recommends that the server capacity

The Committee opines that, self assessed returns

of the IT resources in Commercial Taxes Department
should be increased to enable the cross verification of
accounts

et

26

Taxes

The Committee observes that certain bakery/food
products sold under brand names registered under the
Trade Mark Act, 1999 had been short levied against the
provisions of KVAT which results in huge loss to the
State Exchequer. It remarks that as tax of such items
were abolished by govemment without refrospective
effect, the government as matter of poalicy should take
an appropriate decision whether arrears of tax need to be
realised from bakeries. It also urges the department to
intimate the Committee about the action taken in this
regard at the earliest,
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'Apimqun

NOTES FURNISHED BY GOVERNMENT

Action taken No 3 C& AG's
{a) | Departmerit COMMERCIAL TAXES
(b) | Subject/Title of the Review | Tax Administration
Paragraph . o
11¢) 1 Paragraph No, 121
. '{d) | Report No. and Year C& AG reportended 31 3.2012
1 (@) | Dats of receipt of the Dreft -
Para/Révicw in the Department
(b) | Date of Department’s Reply e
m- 1 S | Department of Commerciz) Taxes |-
| Gist of Paragraph/Review = [i8 under the contral of the
o Principal Sectetary, Taxes at the
Government level and collection of
tax under the KGST, KVAT and
'CST Acts is governed by thel
Commissiones of Commercial |
Taxes (CCT). Levy and collection
is administered: at grass root level |
by Commercial Tax- Officers and
| Asst. Commigsioners. Movement
| of goods into- the territory of the
i State is regulated through check
posts established at the border.
‘Audit wing of the .department:
conducts. internal andit of KVAT |
| retarns and assessments umder
1 : : - the KGST. :
IV - | (a) | Does the Departuent agree with
thie facts and figures included in ] yeg
the pafagraph?
if not, Please indicate areas of
b disagreement and aleo attach
. copien of relevant documents in
| sappott
RR'E {a) DoesthaDepanmmtagreewth . -
“ | the Andit conclusions?
) | I mot, pleane indicatn speciiic -
arcas of disagreement with

maonsﬁm--diaagmm:entmdam o

attach copies of relevarit
documents whm necm )
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Remedial action taken

Improvernent it system

| ana procedures,

including internal
controls., _

This para discusses about theorgamzanonal set up
of the Commiercial Taxes Department and hence no
remarks to offer against this para. -

(b}

Recavery of

| overpayment poirited
" | out by audit

(c)

Recovery of under -

| assessment, short levy
-or other dues

{d)

Modification’in the -

schemes and programmes

including finan cing

patiern

(&

| Review of similar

éama{oomplcte
scheme fproject in the
light of findings of santple

check by Audit findings of |

sample check by Andit
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mon N

on C& AG®

o

Departmmt

COMMERCIAL TAXES

._(b

—

Subjectj"l‘ltle of the Revww
Paragraph .

"[‘rend of receipts

I

| Paragraph No. .

22

Repart No. and Year

'C&AG report ended 31 3. 2012

I

{a)

Date of receipt of the Draft

Para/Review in the Department |

{b}

Date of Department’s Reply

I

Gi_st of Pai‘agré.phf Review

Coliotion usder VAT, KGST and |
CST duxing the last five years [
-whmmmpamdwlmdgeteaﬁmm .

ghow that percentage of growth i_‘

leas during 07-08 and 08-10.

v

(a)

Does the Depgrtment agree

with the facts and figures -

included in the paragraphi?

Yes .

I not, Fleage indicate arean of

disagreement and also attach

capies.of relevant documents in’|

support

Does the Depertment agree
with the Audit conclusions?

T not, pleass indicate epeciic

argas of disagreement With
reasona for disagreement and

1 also attach copies of relevant |
‘| documents where necessary |

s5a|zevd.
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Remedial action taken

pattern -

Vi
1. During the year 07-08, rate of CST wag reduced fron:T" ,
N Improvement i system | 4% to 3%, Certain items such as marbles, tiles, air.
1@ | and procedures, conditions, eanitary. equipments, refrigerator; wastiing |
. iticluding internal machine, micro wave avell, vaccum cleaner etc. was
controls, | reduced from 20% to 12.5%, Purther, coconut oil, -ail
- - I'cake, copra, beedi, beedi obacrs etc. were brought into
| the 1= echedule. The above has resulied decrease in
the growth tate during 07-08 when compared to-06-07,
-Apm&mmmﬂm_wnomuymxconwﬁondumg-f
L A Tegardi to 09-10, though the collection’ from oil
companies has increased from Re.2670.01 crores fo
, {Re2903.20 crores, the peroenitage of growth rate is.
only_9. Besides, collection achieved through wranesty
scheme has decyeased from. Rs.120/-crores to Re.52/-
craves during 09-10, o _ :
-| Bven though. the percentagr ofsrowd? is less during
2009-10 (12.25%), there is considerable increase in the |
growth rate during 10-11, 11-12 and 12-13 as below: -
Year .|~ VAT | NVar Tota] | % of incr.
18810 | 665060  |"624959 | 13300.15 | i4.08 |
3011 | 839554 | 7760,36 | 1615503 | a3
11-13 1005519 9255.35 | 19310.53 19.53
12-13 -32616.95 10268.88 | 2288583 ‘18.51 |,
' ThémneesaiqnalrateoftaxonCSTmomstmtat
"1 2%. The share of VAT collection han increased to some
oxtent in, 2012-13 due to 1% hike in the tax rate on
b} ‘| Recovery of .
+ | overpayment pointed
1 out by audit
Recovery of under
{c) |assessment, short levy -
or other duess '
© | Medification in the .
{d) . schemes and -
.{ Programmes inchiding -







.alsoattachmpuesottelwmt

(@) D«;parums'nt o COMMERCJALTAXES
| b Bub_pect{"l‘itleofmekamw . Assesbae proﬁle
_| Paragraph - :
{c]-Ps.ragratho L _'23 i v
§ 1.{d)-{ Report No. and Year - ] C&AG rcportended 31320]2
A1 - 1{a) | Date of receipt of the Dralt | :
N Para}Rmevémﬂ:eDepanment
_ ] -DateorDepsrt.\mnt’sRepbr L S :
15y . .Mpayamebyﬁmmo:wm"
' ' GlstdfParagra.ph/Rcww .| alone comes to Rs.7359.22 crores.
B3 per - thieir returns, ' which
o | requires - réconciliation: so. as’ o |-
4 S . | rectify the differences, if any.
V' l{a) [Doca the Department agres . |~ — -
|included in.the paragiaph? = |. . -
"} - |H¥not, Please indicate areas of
o (bF “disagreement and also attach
S ."copdcgo!‘relevamdocumentsh
V&) DoestheDepartmmu;me -
’ with the Audit conclusions? -
{b)- |1 not, please indicate gpecific ’
..} areas of disagreemenit with | -
) raamaﬂordumtlnd
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Remcdhl aetion tnhn

{a} |

Impmvvement m systcm
‘and procedures,
including mtema:'l

memdwwmdnmmamog-wm :
170409 nos. mdﬂﬂnhaninmasadtnﬂOSQSbyﬂ:e_ﬁ

_ end o{2012—13 a8 below!’

- Year . jNo.. - of Tacresae |
“oo-i0. 170408 | 11202 |
~10-11. | 178413 - | 8004

31042 [190746 112333 |
i3 {720848 | 36102 1 -

Thcno ofpuaumptwedeala'aasmm:szms was'.

T 18733 noa. and their conkibution is only Rs.10.44.
--mwhmhwwldmeOW%ofthewtalwvenue .

'CollecﬂonﬁomKSBCdurmg:ZOIl 12waaRs.474074.
.mmwdtlmﬁ'omf)ilcgmpwies was R5410924: )
| erores. nmsthewtalmllechmtheyear AT )
Yoomes to R4:8649.98-erazes. This will inchude: the CST

mneedonandVATconemonandthel{ﬂsToalleOUOn‘_'

" | At the seme time, - theKOMuoﬂpchandurmgtheyca:_
Fis on]y R38’74904 crores. . This will’ inclade KGST |-

coﬂecﬂmﬁomKSBC,Odcompames and other de¢plers.

' 'suchasbarhotehanddmﬂlkﬂesetc meﬁguresm.ll

LB

Tecovery .“. — t
pumwdoutbymuht :

wdbdwimhusuxyﬁgumshorﬂy
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.Departmmt

COMMERCI.AL TAXES

: _Subject,!'hﬂe of the Revww
| Paragraph .

Pa:agraph No.

~Taa

“Report No, and Year

RE

Date of receipt of the Draft

RecmptafVA’l‘perassessec =1

C&AG. reportcnded 31.3.2012

Para/Review in the Departiment -

"1 Date of Department's. Reply

" | Gist of Paragraph/Review

._Thetecmptm‘YA'l‘mdaaleshx-_-__
per. - assesaee. dusing - 11-12 was | -

|- elightly. higher when nnmpamd Wl

o &mtot‘lo-ll

@

‘with the facts and figures

DmsmeDeparunmtagree .

inchuded ip the paragraph? -

1@

-Lfnnt,Heaaemdicatemdf
_d;umee;nmtmalsoamch s
coptbeofrelwamdocummuin )

_support

@),

Dmmeb;:p&mmtamc

“with the Audit conclusiona? -

®)
* | areas of disagresment with

If not, please indicate specific .

-} teasons for d:sagreemmtmd

also attacheopmorrekvm

" | documents where neccesary |

-t
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= Remedhl action taten :
o . Findmgs of the audit is a clear mchcahon hat the |
T Improvenent in system _uuaptaperdcalenssteadxly going up. The consistency
{8 | and procedures, © - - |is-due to inérease’in the volume of businiess, price hile, |
) including internal’ - | KVATIS scrytiny and unpmved enﬂoroment measurcs
controls. aabelow: - S .
Teer 'Nb'.-'_ ~of | Increase | Receipts "] Receipts
T |dealers | AST+VAT) . {per
[09-107] 17030071 11202 - [ 12770.89 cr |7.45
10-11- } 178413 [ 8004 - | i5833.11¢r | 8.90
T11-12 [ 190746 12333 [ 1893883 cr | 9.92
12-13 | 220848 | 30102 - 12231368 cr | 10.10
{hy Rowvuyofwupnyment R
pcmwdoutbyaudit
| Rmmrybf\md&_r ] .
['c_}- asacssment, short levy or -
other duea n
. -Moﬁoahonmﬂwuﬁemcs‘ R
‘fe} | Review of slmilar .
T msufoomplebe -
-1 ochemefpmjectmthebght . -
'| of Budirige of samipks chéck: |-, -
. byAud.ltﬁmhugsofsemple
; checkbyaudit ’ .




" [@l | Bepartment ) coummnom.m:ms '

-| (o '-_Subgect;’nue of the, Rmew | Arrears in ‘salcs baxawasmcnt

~ He). Paragratho i " 25 ' :
" | (3} | Report No. and Year? _ - _[CRAG repmendeclatazou X
{T' " | (a) | Date of receipt of the Draft ~ | B

' .. | ParafReview in'the Départmént |

T - .| b DateofDepartmmt’schly cL I -
Rt . | Departinent has completed 4164 -

g Gxat of Pa.ragmpthemw ‘asseasmernie under the KGST Act |
} 7 during . 11-12 whick was anly |
- 3691%oiarrm'nuutstandmg. e

Ve {_a] .Doe.atheDepanmmtagee . .
1 a7 'wzththefacuandﬁgutea © | Yes |
| included'in the parsgigph?.’ | -

- .| i not, Please indicate greas of -
[b}_'dmasreemmtandalmatmh
copueao{ulevmtdocummtsm
support

v (aj' Does the Deparﬂmmtw .
i - | with the Audit conclysiona? -

| (b} } I not, plcase indicate specific -
. ma.sofduaguemmtwlth
S reasmford:sag:umentaud
, " taleo attachcopmsod‘rdem )
dncumentswhcnenmmy

ss2]aote.
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chﬁck by Aucht

VI Remedlalhction tlken -
’ : S Themdengyﬁgumdbyﬂwaudﬁisﬁoundmct Thc-
Tinprovement in dystem. 0. of KAST assessments 10 be completed as ot 1.4.13 |-
| &) . ; and procedures, | wan. 2830 nos; Of this, pending KGST assessments-
g ;ncludmgintunal .-;!laﬂnswvaTpmodhmlySSpos which could
| controls. . 't'not be completad due ta court intervantion. Assgazment
T T -gorhpleted under KQST during the current year (up ©
) 30112013}‘18836m {33%]1eﬂvmgaha]anoeof1694
. - - Directions. were already -given to- the assessing
- E uﬁﬁwnmcomp}cteanpmdhagasmmenmupm 11
: mbytheendomeombcrzms ' :
: hmewmommedbytheﬂm’blﬁﬁnmce
v ¥ ‘| Minister of Kerala at-Aluva. on 12:12.13, and in the
: mbaequmtmmﬁngofpafommmmductnd'-
I by the Becretary (Taxee) -and CCT, the ‘performance -in
| this item of work has been reviewed particularly and-{
dkectedmuutstesmgentmagmmtﬂmseoﬁma .
whose performance are Very peor.- Accordingly, show |
. cannnmmmemuedmﬂ:edﬁwswhomme.
-iemtpmmmmthmncmofworkmpqr
notice No.A9-1192/14 /CT- dtd.10:1;14. Reples from
- - .. . [thecfficers are under irocessing. oD
(b) | Recovery of overpayment - 1" R S
| pointed éut by audit L N
| Recovery, of under
{c ) - | aseeesment, ahort levy or -
[ (d) - | o0 programmes inchuding -
fe} - | Review of almitar R -
cases/complete
Dchemefpnﬂminmchm
of fincings of sampée check * { : .
Ty Audit Sniings of asniple | '




[ COMMERCIAL TAXES

1 Subjectjﬂtle of. thc Rcuew
|'Baragraph.

'-cosé_of chliection”

. .Psragraphﬂu

136

.] Report No. anchar-

'Datenfmwpto{thcm. 1
Para!RmmﬂleDapamnbni ]

Tl AG repoit ended 31.3.2012 |

1)

Da;e oi' Departtnent’s Reply

I

IS ,Glst ofPara,grapthseyiaw

- | during 11-12 as- increased..to
| 44.06% when onmpmd to the
-cxpendxtu.rc incm'rcd dunng :

. (a.)'_'Dousﬂ:wDepm‘hnentau'ee
- wlththefantuandﬂguﬂ;

' 10—11

. (b]. cophuofrelevantdocummta‘in P
{ sapport - o

[

Does the. Depanment agree
with the Audit conclugiona¥.

L)

i not, pleaas: indicate spedﬂc
areas of digagtesment’ with -

| reasons for disagrecment: and_ |
_alsc attach. copies of relevant.

" { docuinenis whers necessary
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i pfAG:s notfxﬂlyqnmact. E:gpeud:tureforconetrmn
| during 10-11waansillsscmrenandmauw 11-12

. 'mRa 142.47 crores, memweaseisonlyasﬂ% and- :

ﬂ%%amdouthythem

{b)

Rmnqoiumpnymmt B
+] poinied put by wadit . )

)

1 Becovery of under

assessment, short levy or

fd) :

_ﬁomﬁmhmmthémheﬁes | .
K ﬁn.uncmg_patmn : : :

CE

Review of similar

" | cesea/complete ’
71 scheme foroject fpithe Hght
- *{ of findinks of samiple check | :
- byAudnﬁndmgsofsample i

, Cher.‘khya\qmt. 1

Remedia.’l action taken * ' .
lhemmmthemstdmllectmzslargelyduetq
.0 !mprovemmtm system | 'themmmmnndaumofthewpayﬁemmonﬂomsmon- o

CLi{a) i end procedures, -] implemented during 11-12 mthretrospoehveeffectfrom i
. ;'.mcludmgmtexna}.. "I‘?Zoogonwards -As the pay and allowances of the |.
: 'controls ' Qmp]oyvem ingreased, the ‘Wages component increased’

: _-:durmg the year-11-12 onwards. Alsa, consequent to.

i . eomputetuaﬁom of -the depnrtment. ‘repital expenses.

3 e . 1 towards injtial mfraatructnrc haa mcmaaed w.a la:ge

. o |étent, . .

} 1 Howaver, aclosemadmgofm]lechm !.u:l.der KGST- :

{ i - ['and VAT with expenditure incurred for the period from’

- S - '3009-10 to' 12-13 has revealed that cost of colléction
o cL which was 0.85% during. 09-10 has . decreased
S ) -cmmdcmblymose%dunng 12-13 a6 shiow below: .
| o ' Year ~ ' Tax "1 Exp.on | % ofexp.

;; SR R ‘fS_’lijA'l‘r;- ~eolln,  { oncolln.

- 09-10" | 1277089 | - i08.44 . 0385

- j5. 10-11 - | 15843.31 ' 11126 .. 070

; TI-12 %1 18938.33" 142,47 075 .-

i 12-13 | 22885.83 | - 132.06 -"D.a6 ||

Fromtheabaveitcan :esemthattheobsuwtmn.- C



' Aﬁ&it Observation

The gross collection of revenue recelpt
tunder the head Tax on sales, trade etc,
I expenditure incurred on collection and the
ipercentage  of expenditure to gross
i collection during 2007-08 to 2011-12 along
|with the all India average percentage of
texpenditure on  collection te gross
{collection for relevant years {s mentioned
i below.

of the 9 pay Revision Cammission
implemented during 1112 with
retrospective effect from 01.07.2002
onwards. As the pay and allowances of
the employees Increased, the wages
component increased during the year
11-17 onwards. Also, consequent to

computerization of the department,
i capitei expenses towards initial
vear  jcoll | expendicurs | Al india || infrastructure has increased to a large
fon Rl TRV lavtent,
. eoifreiion | wapnodifocd | parcoNtugd
' i ofrevenue {(0 _grossiover the However, a close reading of
s ! reani il collection under KGST and VAT with
"(Rs. in crore) I expéaditure incurred for the period
e e — : from 2008-10 to 12-13 has revealed
R T s i o that cost of collection which was
:';?.ons-aeTU-!'-'?‘u wase et 0.8 0.85% during 09-10 has decreased
1200910 |1zross Tizeer | |uw 055 considerably to 0.66% during 12-13 as
oot Twam Twer Toms o ||Snown below:
a2 | 1595 o8 0.75 Ji Year Eﬁncéipts {exp,  om % of oxp.
: {Fr+VAT) |colin on colln,
_ Audit noticed that the expenditure on {incr)
icollection was higher than the all India|[09-10 1277089 10844 {085
i average. The increase In revenue igay 1584311 111126 0.70
,col!ecn.un by 19.62% during the year S| Tigisea 1zar o35
-appreciated,  but the  corresponding i . k bl
lincrease in expenditure on collection of 122 2246583 (15206 1066
raverue amounted to 44.06% which isj|13-14 2537625 |157.02  10.62-
tsighnificant considering the reduction Injf; 5 27870.89 117731 1084

-all India average.

Lhnr the observation of AG I8 et fully.
|correct. Expenditure for collection
during 10-11 was ¥ 111.26 crores and
\that for 11-12 was € 142.47 crores. The
{increase is only 33.64% and not 44.06%

[ From the sbove it cen be seen |

{ as pointed out by the AG.

[ additional Points
_ observation . .
The increase in the cost ofjcollection] It is submitted that
is largely due to the recomendation the reason for:

sudden jump of the:
cost  of collection of!
Rs, 11561 Cr. in:
2010-11 to  Rs. 1&b.35-
Cr. in
mainly due to!
implementaion of the
Pay Revision and
Capital Investment on
computerisation,

2011-32 5. -



'(aJ_-. Departnient _-
l {b) - Subject,"l‘ltle oftlw Remew "Analysis of collection
i I | Paragraph
i (i) ¥ Patagraph No. 2.7 ] ' i
| {d) Report No, and Year _ | C& AG report ended 31,3,2012
IL  ['(a) ] Date of receipt of the Drafk =~ T T
R = | Para/Review in the Depaitthent X

- { (b}4 Date of Depa.ﬂm.cnt'h Reply

S : Taxrwenuecollectedmtaxm-
e "i sttofPamgraphiReview . [ aeles, trade ‘etc. during last two
J _ yemmdlcatcs that during 11,121

I SRR B S © ' collsction’ ofsaleataxmm‘casedby

S | R8:135231 . crore . and . VAT,
1 | collection increased by Re. 1706.59 |,

TN Tia) | Daeathenepamnentagree e .

'] with the facts and figares © | yeq .

i [induded in the paragraph? |

S THEset, Please indicate aseas of -
. '-(b}"‘dmagremmxandn]soam
i ) eopaeanfmlwantdocumentsm
ERE support .
V {a) Doeéﬂchcpmizue:,:asme -
: ___}with the Audit concluaions?
o | {BE{ W not, please indicate-apecific | -
- parcas of disagreement with
,mamnsfm-dmagoemmtand
a]sqa:tachwp&eaafmlevent
dnmmentswhmnecesamy 1
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VI namedial‘acmntaksn
: o Dums%lﬂ\lh‘l‘@lecﬁmwaaﬂs.ﬁgsﬁ.&o:mmmd i
. ];mmentmm lm-\m: collectipn wos Rs,6240.59 crored. ‘Collection |
& and procedurés, ] f&omboﬂ:VATandnonW\mehasmamedm
mcludmgmte‘mal _ Rsmﬁl&.QScrmesandRs 10268 B8 crores réspoctively
_ contrals.. .- ;_,#dumg 12-13. Details of collection under VAT and aan
- S 4 T VATsector&om(}Q wunwardlaregwenhelaw
$1[ Vear ] - VAT .Grpwth Nop VAT | Growth
. o510 [ 695060 |~ 147 | 6248.59 v
Y i1 | Boossa | a1 | 776039 | 2
' +E Tii2 ] 1005819 7~ 20 9958.35 |, 19
4 A 1513 |1961695] 25 | 10268.88 ] 11
! ;_mmdwmmmwmmuf«
- ‘ in the volurmae of bumneps, price hile,- e-
1{b) .. Recuvﬂ'yofmupaymmt -
_pointed out by audit -
N - Recovery of under

1) assessment, glh_bﬂ'tlev'g‘ar - :

4 | other dues | 1

| Modification in the E

: {d]'\.-'schmesandpmyammes i~

: Mudmgﬁnanmg -
]| Fevieor of sonilar :

. | cases/complete_ . . .
sehemey project in the ' -
hghtofﬁndmgsofsample ; - '
check by Aadit findings of |  : . -
‘sampie check by Audit | d
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Aotlon take.n Notu on C&k AG’s Raports -

[ Ta Department R [ COMMERTIAL 'mes
| (b} Subject/Title of the Rencw Impact of audit T
| Paragraph - | Reverive Impact
{) | Patagraph No, 28

[} Réport No. and Year

C& AG report cnded 3l. 3 2012 g |

T {a) | Date of receipt of the Dralt -
. .___| Para/Review in the Deparfment

1107 PDate of Department’s Reply

Gist. of:-P'amgraph};Rzirigw .

o asseaament/loss of ljmier_xue, g

(these, | the " department; |*

cmm and had - since récovered
_Ra3258am‘c We recommend

Turing the last . four years, we |
painted out ‘mion/shért Ievy under s

incorrect rate of tax -ate,, " with
revenue implication of £».3155.92 |
crore in 10840 paragraphs. Of

Covernment  accepted © gudit’
ohservaﬂona involving Rs.1030.98.

thattheﬁovnmmmtmaymamp :
therecuverymechamsmmmsure
thatatleasttheamountmvohred
fn “accepted CcAses arg promptly

v {a]- DoeatheDeparhnmtagmemth
. mcﬁwtsmdﬁgumaindudedm :

| Yes

recovered,

1 the paragraph?

T "‘f:fm:.ﬂmxmmemd
21" disagreemenit and alsé attach
comesofmlevantdmuments{u
support -

av o {a) DoeatheDapazmmtagruwﬁh
- ) thie Audit copchisiona?

1 (by Hmt.p!:easnmd.lca!cnpmﬂc
- amuoa‘dlsamemmtmth
maamsfurdnsa'eementamm
attachcupmsofmzmt o

decuments whers neoesamy
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5822018

Vi Remedial action taken .
; l * | Assessment hag been completed/revised in almo?‘
[ A Iinprovement in system an cases where short levy pointed-out by the audit
" {{a} | and procedures, - |is sustaining, The amount pending for realization
-+ | .including mtcma.l has been recommended for RR action. Review on
controls. progress’ of collection under RR by the Revenue
Department and the IAC’s are monitoring at district
level and higher level. During the last review
meeting of district DCa it was directed that 50% of
the oollectablc ‘demand of IACs under RR shall be
i ‘recovered by the end of March 2014. The position
‘| as on 28.2.14 is that the IACs have collected 37%
of the collectable arrears. ’ )
{b) | Recovery of overpayment |
| puinted out by audit
| | Recovery of under _
(c] |assessment, shortlevy or: -
. other dues :
Modification in the
(d} |schemes and programmcs -
- | inciuding financing
pattern
(&) | Review of similar
; cases/complete.
| scheme/project in the
light of findings of sample. -
check by Audit firidings of .
, ‘sample check by Audit : J
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L [a} Dcpartment : | COMMERCIAL TAXES
(b) i Sublect/Title of the Rewew Working of Internal Audit Wing
__._|. . !Paragraph : o
(r.-)_ Paragraph No. . - 29 ]
| @ ReportNo. and Year C& AG report ended 31,3.3012 |
0 (a.] Date of receipt of the Draft . S :
S | Bata /Revicw in the Dcpamnent
P "[:b} Date of Depamnent’s Reply
m . Du.nng the yea:r 11-12 against the
| Gist Qf Paragraph/Rcﬁew -+ | target of 132 units, 32 units were. ]
. o ’ audited leaving 100 units un-|
. | audited. There was no clearance
| of observations . by . _ettlement
which indicated poor esponae to
the observauon of intemial audit
wing. ' The department has not
pneparcd ‘4 scparate internal audit
manual, '
w (a) DoeslheDepartmmt ayce w:th N
the facts and Dguies mcluded in Yes
the paragraph? . -
If not, Please indicate areas of
I disagreernent and' alao mitach
© | copies of relevant documents in
R support
Bk {a) | Doea the Department agree w;th -
o] the Addit conclusipns® -
(b). ! I not, please indicate gpecific
areas of disagreement | with
reasang for disagreement and also.
attach copies of relevant -
documents whm nﬂcesmry
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Remedial action taken . '

-internal controls. . -

Impmvéme_nt in
system and E
procedures, including -

|| audit assessment by replacing the intemnal audit wing-
"| The Internal Audit wing has corducted 146 inspections

] mvotwngshortlcxryofkssoos croresupto 31.3.12 as '_
'hat:dbelaw

1 09-10 12

“jonly 3 ACs and 6 CTOs -are available for the audit
| purpose, The ACs are mainly dttending in the audit- of

" attending audit of ordinary circles.
"| manpower, "éatire ‘units could not be sudited in a year.
| However the intérnal’ audit
1 inspections - and :prepared reports regarding 54 umits

{ Internat audit wing is also included.

The department has taken decision for the revival of

and prepared audit reports including 2160 observations

Observation
settled

" Amonrit
involved -

Andit
obhaerva
nons
417
919

445 -
369
- 2160

Year | Inspect

reporta

125
334

4.52 cr
3.30c¢r
27.38 cr
14.88 er
50.08 cr

011 46
T EC
12-13 | 56
Tatal ' 146

| Details not |
|~ received ¥

The DC {Internal Audit) has disclosed that there are
special circles and works contract offices. The CTOs are |-
Dme to scarcity of |-
wing has conducted.
' during the current year up to 15% December 2013, .

A cop:lpréhm_ai.ve -manyat for VAT is under
preparation in which guidelines for the fumctioning of

(B

ﬁccovcfy of . )
overpayment painted

1 out by audit

ic)

Recovery of under
assessment, short levy
or other dues
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Action taken Notes on C& AG’s Reports

( (s} | Department COMMERCIAL TAXES T
r ) Sub]ectf'l‘ltle of the Review | Result of audit
| Paragraph '
{c} j Paragraph No. 2.10
. {(d} | Report No. and Year C& AG rcpnrt cnded 31.3.2012
i . {a) | Date of receipt-of the Draft
. | Para/Review in the Departnent
1 (6} I Date of Department’s Reply . ) o
[TTHER o In 2011-12 the audit teat checked
Gist of pafagraph’jggvieﬁ | the records of 175units relating to'
C 5 ’ KGST and VAT. The Accountant
General - detected under’
asssssment of tax and other
irregularities involving Rs.810. i1
croves in 2339 . cases, The
department accepted 537 canes
uwolvmgﬁﬁ&cromsm 11-12 and
T ’ : ‘the Test in earlier years.
IV | (&) | Does the Department agree :
' witly the facts and figures. Yes -
-included i the pa.ragraph? -
1T not, Please indicdte areas uf
{b) | disagrecrnent and also attach
. : copies of relevant documents in
L support, ]
v {a) | Does the Department agree -
| with the Audit conclusions?
I 1(b) | if not, please indicate specific
areas of disagreement with
reasons for disagreement and
s e ofese b piso- AtACHE copies of itlévant
L docitimenis where necessary |
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VI o ‘Remedial action taken

_ _ £ - | Action is being proceeded to collect the amount
Improvement in system | where the audit objections are accepted and
{a} | -and procedures, . - |assessments are revised and created additional.
' _including internal - | demand.

controks.

: o I
(b} i Recoveryof -
wmoteidn o .| OVETPAymeENt, pointed. .
out by auditt = ;
| Recovery of under & -
{c] {assessment, short levy -
| or ether dues’ .
Modiication n the B
(d} |schemes and programuiecs - . .

* jinclading financing ;. o . T

{e} | Review of similar s
" | vanes/complete ;
scheme /project in the S
light of findings of sampie | .-
checls by Audit findings of

L R

=

sample check by Audit '
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-Action taken Notes on Cé AG's Reports

{a) | Department COMMERCIAL TAXES
{b). F Subject/Title of the Review Performance audit on “levy and
- _Paragm_'p’h o collection of VAT on evasion
S proné commodities/areas in
L ' : Commercial Taxes Department”
{c} :Pa.ragmph Neo. ! ' 2.11.1 -- Highlights
- | (d} | Report No: and Year { C8 AG report ended 31.3.2012
Rig {a) | Date of receipt ofthe. Draft I
-1 | Para/Retview in the Department
e 1 (B 1 Date af.mmtrﬁ Reply
| Ty _H;ghhghts ~erons verBGaTion of
" | Gist of Paragraph/Review . | data/information obtained ‘from |.
. H - ‘ Pollusion Contrel . . Board,
5 | Department . of Mising " and |
Geology, non ﬁxatmn of revised
floor rate on plywood, day dld
v o x | chips ete; - leads to tax evagion.
v {a) | Doea the Departriént agree. R
- with the facts a.mi figures Yes:
m,cluded in the paragraph?
1. If not, P!e_s.e.n Indicate areas of
1] dmagruemcnt and algo attach
- ooples of relevant documents in
1 support o
v {a) | Doea the Deparunents agme -
| with the Audit conclusions?
(b} | If not, please indigate: specific
areas of disagreement with
reasons for diragteement and
also attach copied of relevant

documents where necessary
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action taken

)

[ Improvement, i aystem
and procedures, ;
including internal
controls,

[ The short levy /tax evasion as observed by-the AG

is béing discussed in the coming pares.

[C]

' ﬁeﬁbvﬂy of ~ . C
.| overpayment pointed.
| out by audit B

Cer”

Recovery of under |
assessment, shiorf levy
or other dues. '

() -

Modification in the:-

- schemes and pmgrammcs o

I_el

cases/complete
‘scheme/ prajéct in the.

tight of findings of samiple |
check by Andit findings of |.

sample.check by Audit
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Action taken Notes on C& AG's Reports

i la)

| documents whers neccasary

‘35220l

Department COMMERCIAL TAXES
(b} { Subject/Title of the Review 2.11.2 Introduction
Paragrgph 2.11.3 Reason for selection
o 2.11.4 - Organigatiorial set up
: 2.11.5 Objectives of audit *
£ - 2.11.6 Audit criteria
: 2.11.7 . Scope and methodology
‘. _ '2.11.8 Interaction with Govt.
- . - Department
= 2.11.8 Acknowledgment
{c} | Paragraph No. 2,11.2t02.119
= 1 {d) | Report No. and Year | Cts AG report-ended 31.3.2012
I | ta) t Date of reccipt of the Draft .
% Para/Review in the Department
.| (o) | Date of Department’s Reply Tl -
m ;| : ’ © 12112 introduction ]
- -] Gist of Paragraph/Review 2.11.3 Reason for selection .
v i : 13,114 Organisational set up
: 2:11.5 Objectives of audit
2.11.6 Audit criteria
2.11.7 Scope and methodalogy
2,11.8 Interaction with Govt.
Department
) 2.11.9 Ackn.uwledgncnt
v | (&) Docs the Depertment agree with ’
the facts and figures incruded in |veg
the-paragraph?
f not, Please indicate areas of
) disagreement and atao attach
copies af vrelevant d.ocuments in
N . | support
V| [a) .| Doesthe Department agree with .
. the Audit conclusiona? .
: .1 (b) [ U not, pleasc indicate specific’
) CE areas of disagreement with
: - | reaspna for disagreement apd slso
l—_ attach vopiea of relevant
|
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‘Remedial action taken

(a}

Improvemenyt in gystem
and procedires,
including internal -
cantrois.’

No Remarks

REH

Recovery ot' Y
ow:rpaymcnr: pointed

out by audit?

)

Recovery of under

‘assessment, ishiort levy |

or other dueg.

@

. Mod.tﬁca.nonihthe

schemes and programmes
including ﬁna&mng
pattern -;‘T

o

Review of mmllar
caaea/oomplcte

nchmcfpro,}ect in the .

light afﬁnd!.ngs of sample

check by Audit findings of

sample check by Audit
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Action taken Notes on C& AG’s Reporis
{a) | Department COMMERCIAL TAXES.
B) | Subject/ Title of the Review | Trend of Revenue '
. i Paragraph '
{c) | Paragraph No. . 2.,11.10

{d} | Report No. and Year

{a) | Date of receipt of the Drait
Para/Review in the Departinent

C&s AG report ended 31.3, 2012'

(») | Date of Department’s Reply

| Va.natmn between budgct estimate |

m I
| Gist of Paragraph/Review -} and actual collection during the (-
' ’ perind from 06-07 to 10-11 was
|leas than ~10%. The low
| percentage  of  variation in
| appreciable. '
A" {a) | Does the Departinent agree
with the factes and ﬁgurea Yes
included in the paragraph?
If not, Please indicate arean of
{b) | disegresment and also attach
copies of relevant documents in
support’ .
v {a) | Does the Department agree -

with the Andit conclusions?

{b) | if not, plense indicate specific
! -areas of disagreemeént with®

reasons for disagreement and

also attach copies of relevant

documents whers Recessary
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Remedial action taken
. The AG has appreciated for low percentage of variation |
Improvement in system | between budget estimate and the actual coilection
{a) - | and procedures, during the period between 06-07 to 10-11. The main
: including internal reagon for non achievement of budget estimate -during
contrals. ’ 07-08 was. less collection under CST: due to rate
i difference, decremse 'in the rate of tax on marble,
' gretite, tiles etc. and court decision of the Hon'ble High
' Court of Kerala that the Entry Tax Act is ultra wires, )
The percentage of variation between budget {
N estimate and actual collection is very less during 11-12
el R | and 12-13 as below.
Year Budget |Actual | Varation[% of
4 estirnate | collection variation
{11-12 .19442.10 | 19310.54 | -131.56 | -0.68
3 : 12-13 | 23115.77 | 22885.65 | -230.12 | -1.00
(I'?j Recovery of overpayment : :
* | pointed out by andit
Y | Recovery of under )
{q‘.] assezsment, short lcvy or .-
R other dues
- | Modification in the
{d) achemes and programmes -
including ﬁna.ncmg
pattern
{€} | Review of similar
. cases/complate
- | scheme/project in the
-| light of findings of sample. -

check by Audit findings of

sarnple check by Audit
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Action taken Notes on Cl AG's Reports

(a) | Department COMMERCIAL TAXES
ib) | Subject/Titie of the Reyiew | System deficiencies
Paragraph : | Scrutiny of annual returns
{c}. | Paragraph No. 2.11.11.1 .
id) | Report No. and Year ] C& AG report ended 31.3.2012
I |{a) | Date of receipt of the Draft .
Para/Review in the Department
ib} | Date of Department’s Reply - : .
It [ Out of 3490 returns rveceived
Gist of Paragraph/Review detailed scruting waa conducted
! i ) ] enly in 1296 (31%) cases. The |.
; remaining 3194 {69%) retumns
' were considered as deemed to have
been assessed on self assessment.
From the above 31% of the case
the department could raise an
additional demand of Rs.50.57
crores. This is a clear indicator of
the revenue potential of the
detailed scrutiny.
AV (a) | Does the Department agree
with the facts and figures Yes
included in the paragraph?
-if not, Flease indicate areas of
{b) } disegreement and also attach
| cupies of relevant documents in
support
Y {a]. | Does the Department agree --
: with the Audit conclusions?
{b} | If not, please indicate apecific
areas of disagreement with
reasons for disagreement and
| also attach copies of relevant
| docuuments where neyLessary e i
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checl: by Audit

VI Remedial action taken
Findings of the AG is Noted. The table below illustrates
. Improvement in details of annuasl return scrutiny {with audited statement)
{a} system and .| and the financial result for the past two years which
. procedures, inciuding indicatea cotmid_erablﬁe inerease in the number of annual
internal controls. - return scrutinized and the financial result as well.
Year No. of No. of %of | Addl
" iretuma to be | return - _scrutiny | demand
scrutinized scrutinized created
- ] : fcrores)
11-12 | 37488 34234 91% 151.71
12-13 | 36145 33824 %4% | 199,09
It was directed that scrutiny of aniiual return with
13, 13A is mandatory. Directions are also issued to
compiete the annual return scrutiny up to the period of
+'11-12 on or before 31.1.2014.  Regarding monihly return
'} scrutiny, monthly returns of every dealers are scrutinised
once in 3 months and hence percentage of scrutiny is
33.3%. It meana that monthly retums of every dealers
are 'scrutinized snce in every 3 months. Progress in the
Teturn scrutiny is reviewed in the monthly meeting of DC3 |
: _ & DC{ls. '
{b) | Recovery of overpayment -
“‘pointed eut by audit
Recovery of under
) ‘mssesament, short levy or -
1 other duea
Maodification in ihe
(ﬂ]- schemes and programmes -
_ including financing pattern
(& [ Review of siroiia
casesfcomplete
scheme/project in the light
of findings of sampie check _ !
by Audit findinps of zampls
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Aection taken Notes on Cik AG's Reports

areas of disagreement with
reasona for disagreement and
also attack copies of relevant

! documments where necengary

{(a) | Department COMMERCIAL TAXES
() | Bubject/Title of the Review Results of abolition of Audit
' Paragraph s -Assessment Wing
{c) | Paragraph No. 2.11.11.2
(d) [Report No. and Year' €& AC report ended 31.3.2012
Il {a) | Date of receipt of the Draft -
' Para/Review in the Department
{) { Date of Department’s Reply ) ]
m - ) R The abolition of audit asseasment
- 'Gist of Paragraph/Review wing has resulted in nea
: ingpection of focal units. {n the
KVAT regime, where agsessment is
deemed to be completed on -zelf
| declaration, the need for a
dedicated audit assessment wing
for scrutiny is essential.
IV {a] | Does the Department agree
with the facts and figures Yes
3 included in the paragraph?
If not, Please indicate areas of
! {b) | disagrecmnent and also attach
| copies of relevant documents in
| stipport
'V {a) | Does the Department agree --
! with the Audit conchuzions?
{b) | if not, please indicate specific
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VI Remedial action taken
{The Govt. have decided -in principle for the
: Improvement in system | restoration of audit assessment wing with a view to
fa) and procedures, sirengthen the process of audit as there is
including internal limitation to extent the working of internal audit
controls. ‘wing with the limited manpower now available.
‘Rurther, as pointed cut by the AG. conducting audit
‘| and. monitoring the progress achieved by the
‘assessing officers spread across the state from the
headquarters at Trivandrum is not feasible i the
present scenatio. Therefore, the department-is
o - =TT T Hooking  forward for  a complete rt.structurmg 'of
. : | audit wing- on regional basis.
‘() | Recovery of overpayment ’
pointed out by audit
Recovery of under
{e} ' | assessment, short levy or -
other dues -
Modiflcation in the schemes
{d) and programmes including -
financing pattern
{e] | Review of similar
' cases/complete
-scheme/ project in the light
of findings of sample check -~
by Audit fndings of sample
check by Audit




73

Actibn_ taken Notes on Cé AG’s Reports

['ta} | Deépartment COMMERCIAL TAXES
{B) ‘Subject/Title of the Review Low achievement by Internal
3 Pa:agra_ph Audit -
{c) | Paragraph No. 2.11.1L.3
{d) | Report No. and Year .- C& AG report cndcd 31.3.2012
I (a) | Date of receipt of the Draft
Para/Review in the Department
(b) | Date of Department’s Reply | .
il : ' o Since the chance for evasion are
' Gist of Paragraph/Review more on eelf assessment returns,
the percentage coverage of internal
‘audit wing needs to be increased
to ensute that all the dealers
| comply with the provisions of the | -
I o S et '
IV | (a) | Dues the Department agree
:} with the facts and figures Yes -
included in the paragraph? -
If not, Pleasc.indicate arcas of
(L) | disagreement and dlso attach
copies of relevant documents in
<1 | suppont
YV 1{a) | Does the Department agree -
5 with the Audit conclusions? -
' {b) | if niot, please indicate specific
arees of disagreement with
reasons for disagréement and f.
1 ] also attach capies of releyant ’

‘documents where necessary

3sz| 2018
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VI action taken
r—_ : The Internal Audit Wing of the CID commenced
Improvement in system | functioning with effect from 1.6.2009, '
1@ | and procedures, The department has taken decision for the revival
including internal | of audit assessmen: by replacing the internal audit
controls, - | wing. The . Internal Audit wing has conducted 12
1. inspections and prepared audit reports including 417
| observations involving ehert tevy of Rs.4,52 cores during
.1 the year 2009-10. T . o
The Iternal Audit wihg has conducted - andit
i| Inepections in 146 circle offices up to 12-13 ard painted
| out 2160 defects involving short levy of Rs.50.05 crores
Year- “Inapection | . -Audit Amgount :
- reports | observations | involved - |
09-10 12 417. . 452 or
10-113 46 919 . 3.30c
. 1112 32 445 - 2A7.38 cx
L 12-13 ' 56 369 " 14.88¢r
I Total |, iab __ 2160 | G008 er
The Internal Audit Wing cemsists of 1 DC, 3 ACs
- and & CTOs with iis headquarters at Tvpm, With thia
limited manpower, the internal audit wirig hes mamaged |-
to conduct audit inspection in 54 units during this year
*up to 30,11.2013, ) o :
For. proper follow up on the issie of clearance of
observations pointed out by the IAW it has been
directed to review the progress and submit report
i 'shawing the result of audit to the CCT by the DC {IA) in |
' ) every month. :
b} | Recovery of
overpayment pointed
i | out by audit _
[ ‘[ Recovery of Under _
} {c) |asséssment, short levy : -
P | or other dues '
r -| Maodification in the -
% . {d) . schemes and 1 o
‘» . programmes including |
' |

" | Bnancing pattern




75




76

Action takien Notes on C& AG’s Reports '

also atiach copies of relevant

. documenl;,s where nccessary

fa} | Department COMMERCIAL TAXES -
(b} | Subject/Title of the Review | Merger of Commercial
Paragraph : Investigation Wing with the
- : Intelligence Wing - :
{¢} i Paragraph No. 2.11.11.4
| {d} | Report No. and Year C8 AG report ended 31.3.2012
“HL - -1{a} | Date oi receipt of the Dradt i :
. - Para/Review in the Departmient
B {b}) | Date of Department 3 chly S :
i . B | Identification- of tax ‘aveidarice by
" | Gist of Paxagraphmeucw | dealers- through consistence with
daia and retwns from financial
institutions snd ~ other
s departmental agencies — formation
o ) § : - of economic intglligence wing - reg. |,
IV [{a} | Does the Departmcnt agree - . : '
- | with the facts and Bgures Yes
- |included in the paragraph?-
1 i not, Flease indicatc areas of .
(b) | disagreernent and also sttach
copics of relevant ducl'.lmenta ing
suppart ]
|V {a) | Does the Deparumnt agree -
with the Andit conclusions? -
(b} | 'not, please indicate apecific, .
" | areas of disagresment with
reasons for disagreement, and
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VI Remedial action taken
i " TAs per Order No.G.OMS)178/13/TD 3ta.24, 10,2013,
£ Impmvementinsystefu sn Economic Int. wing has been constituted which
ia) and procedures, started functioning we.f. 18.11.2013. The wing
| including internal consists of 2 ACs and 4 CTOs with its Hem at
controls. : .y Tvpm. Due to shortage - of manpower, fonctioning of
: i : © | 1AW and AAW wilt not go together, So also functioning |-
of Commercial Investigation Wing .and Economic
Int.Wing wilf not go together with the - existing staff
strengih. * The Govt. is intending for the restoration of |
B e e e i | AAW replacing the AW with & view to strengthening the ‘
L - | audit process. ’ |
{b) | Recovery of overpayment- | ’ |
pointed out by audit
T Recovery of under
c} assesament, shart levy op | -
| other dues -
Modification in the :
(d) |schemes and firogrammes -
. 1 including financing :
(6] | Review of similar
| camesfcomplete
scheme/ project in the
light of findings of sample -
__| check by Audit findings of 1. :
gample check by Audit |
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Action taken Notes on C& AG’s Reports

documents where necessary

{a) Deparﬁnent COMMERCIAL TAXES
ib) Subpctf‘l‘xﬂe of the Rmew Methods of tax evasion
|- | Paragraph Non Registration of dealers
{c} | Paragraph No. | 2.11.1271 -
_ {dy | Report No. and Yéar C&AG report ended 35 2012
1t {a) | Date of receipt of the.Draft .
Para/Review in the Deparument
L. | b} ] Date of Department’s Reply
i1 S Department of Economse and
- ; | Gist of Péragraph)?Reﬁew Statistics of Kerala had statistics
: : . of Ra. 13.24 lakhs units in the nion
agricultural field - _ difference
| categories — the department had |
not mad use of the information
supplied by statistics wing to bring
unregistered dealers under tax
e _ . inet. .
v {a} | Does the Department agree i
with the facts and figures Yes
included in the parégraph? . :
"| Wnot; Fleane indicate areas of
(o} disagresmnent and also attach .
copies of retevant do¢uments in
| support )
v (8} | Does the Department agree -
with the Audit conclusions? -
{b) T not, please indicate specific
© | areas of disagreement with
réasons for disagreement and
also attach copies of relevant
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Vi ' Remedial action taken

On going through the table, it is nioted that, 11 Takhs of
Improvement in system units in the non agricultural field without having- any

{a) | and procedures, registration  tepresents for in the sector . of
including internal - manufacturing and retall trading. The number of units
g : : | stated have becn engaged in tHe manufactuning section

controls. 3
. {#.90 lakhs} seems to be an inflated Hgure. Ar__\yhow._

80% of.such units are related to handicom and coir
industry which arc not exigible to tax under KVAT Act.
I R _-'-\__I.Regardingthcnumberofunitsintheretail-busin&ssﬂle )
' ' . | figures are more or less acceptable,  B0% of retail
) ¢ | dealers would fall below the threshold of asecssable
' ..} mipimum of 10 lakhs. Hence there ia np much
| relevance in the findings of the AG as it is evidence from
the observation that the totsl revenue from presumptive
deatera (20000 noes.) comes 10 0.004% of the. total
.| revenue during a year. _ '
o In the Finiance Act 2013 , & new provision namely
¢ | gection 18(B) was introduced Whereby a new registrant
‘| echeme has been -implemented.  As per the said
.| provisiorr, dealers against whom no action has been
. |initiated by the department prior to 31.3.13, no|
assessment ‘b penalty will be proceeded it they tale
registration on or before 30.9.2013 from this category,
works  comfractors, . importers, . manufacturers,
| companies and dealers liahle to registration irrespective
of turnover has been excluded. The tatal ne. of dealers
applied for registration was 11178 nos. and granted |
registration in 10420 nos. : - -
. Regarding the report submitted by the committee- i
o ' ' | headed by the DC{ Tvm, the core issue was
' ' | restructuring of assessment and Int. wing to enable
. ! petter tax administration . and thereby - increasing
. | coltection. No. of dealers registered/ uoregistered has
na direct relation with the report-of the committce

(b} | Recovery of
overpayment pointed

out by audit
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'.(_c]

‘Recovery of under

assessmeit, short levy !

-or other dues

@

Modification izt the

schemesandpmgrammﬁ

pattm'n

=g g e R

LR

SO
' caaee/complem -
-| echesds/project inthe. -
light of findings of sanyple-| .
check by Audit findings of |,
__| sample check by Audit | -

S T TR
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Action taken Notes on Cé AG’s Reports

‘areas of disagreement with
Teasona for disagreement and
-also attach copies of relcvent
‘documents where necessary

T{a) | Department COMMERCIAL TAXES ]
{b] } Subject/Title of the Review | Cross verification of data
"| Paragraph | obtained from State Pollution
Control Board in respect of
e Stone crushing units
{c} | Paragraph No. 2,11.12.2(1) . i
: {d) | Report No. and Year C& AG report ended 31.3.2012
b1 {a) | Date of receipt of the Drait
'Para/Review in the Department
(b} | Date of Department’s Reply
Iil R ) : Non utilization of the data
' . Gist of Paragraph/Review obtained fram the State Pollution
- Control Board revealed that out of
110 stone  crushing- units
registered with PCB, 73 units were
not registered in KVATIS involving |
] a tax evasion of Rs.29.20 lakhs.
v {a) | Does the Department agree
“with the facts and figures . Yes
‘in¢luded in the paragraph?
if not, Please indicate areas of
{b) | disagreement and also artach
copies of relevant documents in
.| support
v (a) | Do¢s the Department agree - - -
‘with the Audit conclusions?
{b} |:If nat; please indicate specific

saz2{a01q.
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PV Remedial action taken
; T[The department has gathered details of metal
; -Improvement in system | crushing units from the department of Pollution
;oo fal and procedures, " 1 Control Board at District level and cross examined
. including internal i the details with department figures as below,
: controls.
District Ne. of units | Ne. of units
L ‘ ' regd, With regc. With
i CcTD - pcg -
N Trivandrum - : 33 2
Koflarn 79 12
Pathananthitta 52 76
Alepray BT 12
Kottayam 77 81
; Tduki 5] 43 E
- Ernakutarn 257 208 .

Thrichur ' 88 88
; Palakkad : - L 78
i Malappuram 107 112
Kozhikkods 69 B4

Wayanad t8 2

Kannur 128 8l

Kasargode 52 36
: Totai 1078 1064

From the above it is noticed that the no. of
. Onits  registered with the Department of
Commercial taxes is higher than that registered
with the PCB. However directions are given to the
A DCs and DC{l}s to go through the data and book

tthe dealers who are still abstaining from taking
| i registration.
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iyt

Recovery of -
overpayment pointed

*| out by audit.

'._(C}

‘Recovery of under
assessmant, shori levy
of othcr dueés’-

I | Modificationin the . . [ o0
:scllemeaanclpmgrammea' C
. .mcludmg&nancmg

pattern:

. =

'.Rgﬂewufaamﬂnr

| casésfcomplete. | T -
" | scheme/project in the . .
| tight of findings of sample | -
- | check by Aundit indings af |

| sample check by Audit
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Action taken Notes on Cé AG’s Reports |

areas of disagreement with
reasens for disagresment and

-also attach copiés of relevant

decuments where necessary

{a) Deps.rtment COMMERCIAL TAXES
{bj Sub_]cctf’l‘ltlc of thc Review | Crass verification of data
- | Paragraph .| obtained from Mining and
Geology Department in respect’
. ‘1 of Stone Crushing units =~
(c) | Paragraph No. 271.12.2(9) :
-+ 1(d} | Report No. and Year Cé& AG report ended 31.3.2012 -
i | {a) | Date of receipt of the Braft
Para/Review in the Department
{b) | Date of Department’s Reply )
i The information obteined from
st of Pa.ra.gmph,‘ Review Mining and Geology Department
revealed that out of 37 stone
crushing units registered with the
department, 22 units were not|
registered in KVATIS involving a
. . ‘tax evasion of Re.8.51 crore.
v {a&} | Does the Department agree.
i : with the facts and figures Yes
inciuded in the paragraph? .
If not, Please indirate arcas of
{b) ! disegreement and also attach
copies of relevant documents in
1 support
1.V 1{a} | Does ths Department agree -
with the Audit concluaions?
{b) | I not, pleasc indicate apecific
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VI _ Remedial action taken
. The Department has not collected details from the
: Improvement in system | Department of Mining and Geology and cross checked
[a} and proccdums' with the departmment figures. Since the data collected
m.cludmg internal from the Department of Pollution Control Board covers
controls. - all units of metal crushing and consent from Pollution
- Control Board is a must lor commencing metal crushing |
Y units in Kerala. There is only a very littie chance for
: excluding of units from the list supplied by the Pollution
Control Board. However details will be gathered from
= the Department of Mining and Geology and cross check
) the details- with department figures at district level.
7. The Int. -wing of the department has been
- conducting inspection inte the metal crushing units
: both compounded and non compounded -s0 as .to
unearth tax evasion if any practiced by those units.
The DC{l)s are directed to intensify such opcrntmu.s
- R further more to achicve better results.
1] Rmovery of
- ovetpayment pointed
outiby audit
: Recpvery of under
(c) |ass¢ssment, short levy -
or ather dues
Modification in the
{d) |schemes and programmes -
mncluding financing :
(¢} | Review of aimilar
casésfcomplete
scheme/praject in the
light of findings of sampie -
check by Audit findings of

sample checle by Audit
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Action taken Notes on C8 AG’s Reports

Department

(a} COMMERCIAL TAXES
(b) | Subject/Title of the Review ° | Cross verification of data _
Paragraph obtained from department of
' Industries and Commerce in
respect of Plywood
' manufacturers
| (€} | Paragraph No. : 2.11,12.2(3} .
{-{d) | Report No. and Year Cl& AG report ended 31.3.2012
I {a) | Date of receipt of the:Draft
o ___| Para/Review in the Department
{b} | Date of Department’s Reply - - : _
T _ R The details collected from the
Gist of Paragraph/Review departmerit of [ndustries and
: ) Commerce revealed that out of the
’ ’ 768  units  vegistered with
| Industries and 'Cemmeree
| Department in Ernakulam distiict
283 dealers were not found
registered under the KVAT Act.
v {a) | Doea the Department agree-
with the facts and figures Yea
included in the paragraph?’
| If not, Flease indicate areas of
{b} | disagreement and also attach
copies of relevant decuments in
support Lo
v {a) | Poes the Department agree -

with the Audit concliasions?

(b}

If not, please indicate specific
areas of disagreemerit with
reasons for disagreement and
also attach copies of relevant
documents wiere necessary
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V1 Ramedial action taken
Complete details of unregistered unite in the field of
Improvement in system plywood menufacturing will be collected and get them
{a) and procedures, - registered under the VAT Act. The DC{l), Ekm has been
inchuding internal specially instructed to conduct more ingpections into
controls. the plywwod units, book cases and bring them to tax
net,

The table given below show that there is
considerable increase in the no. of registered dealers in
plywood industry year after year under administrative
conitrol of the DC, Mattancherry.

2009-10  '10-11 11-12 12-13
339 nos. 387 nos. 434 nos. 469 nso.
{b} | Recovery of )
' overpaymenti pointed
out by audit

()

Recovery of under
assessment, short levy
or other dues

(d)

Modification in the
schemes and programmes
including financing

| pattern -

1@

Review of gimilar
cascs/complete

‘scheme/praject in the

light of findings of sample
check by Audit findings of
sample check by Audit
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: {a) | Department e COMMERCIAL TAXES
§ {b) | Subject/ Title of the¥’ Crass verification of check post return with self
- Review Paragraph ! assessed returns 7' : _
{€)_| Paragraph No. 2.11.123 S - —_
| {d) | Report No. and Year: C & AG report for the year ended March 2012
i 1 | {a) | Date of receipt ofthg { ¢ 29062012 - wy
i Draft Para / Review i - SR, ’
F the Department F ‘
i {b} | Date of Bepartment's & - A
! Reply : d- . <o S |
!T! Gist of Paragraph / -M/s. Regma Ceramiics Ltd. is a dealer in ceramle/
f Review vetrified tiles. As per the‘annual returns the assesseg’
| N | paid on advance tax of Rs.'4.43 Crore during 2069-10
! basedl on floor rates fixed by the Commissioner of
'* 1 Commeircial Taxes while bringing Ceramic tiles from’
-outside the state. The price of goods imported based
on the advance tax worked out to Re. 35.28 crore but
the assessee conceded a sales turnover of Rs. 32.40
- -crore only. This fesulted in turnover of Rs. 2.78
| crofe escafiing assessment and consequent evasion
- of tax, cess and intetest of Rs. 41.06 lakh, :
v | [a) | Does the Department . .. N R .
’ agree with the facts and
figures included inthe
paragraph ? : ,
{b) | If not, Please indicate - -
areas of disagreement L
and also attach copies of '
relevant documents in - -
. suphort
V i fa} | Does the Department
agree with the Audit
L conclusions ?
(b) | If not, Please indicate :
specific areas of A
disagreement with
reasons for disagreement
and also attach copies of
relevant documents

where necessary -
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V1 - Remedial Action Taken

1

i R

; i (a) j Improvement in system and - ’ k
P procedures, including internal in the instant case the dealér had brought goods
i controls. - from Karikkal in Tamil Nadu and not from Morbi,
Gularat. in Circular 3/08 dated 29.01.2008, the details
of freight charges annexed is with regard to the lowest:
L freight charges from Gujarat to various destinations in -
Kerala Advanice tax was paid at check post on the basis
| of above rate. This does not mean that they have to
pay freight-appiicable to Morbi, Gujarat, a distant place
located in North India for this particular transaction. Sa
; the stand taken by the AG is not-cortect because the °
! value of goods stock transferved {In} as.per returns and -
P accounts j5 Rs. 29,47,18414 only.. But the AG has
Lo worked out the stock. tramsfer [in) value as Rs |
i | 3543,31,824 by reckoning the advance tax paid Rs.;
i 4,47,67,812/-, In the instant case, value of goods the |
.1 floor rate, sale value conceded by tie dealer etc was
verified by the assessing suthority and reported that
R the sale value conceded is more than the floor. rate
b e fixed in the Circular No, 3/08 dated 29.01.2004. - Since
the selling rate of the assesses is higher than the floor
{ tate, .there is no question of under valuation in this
[t is also obsérved by the Division Bench of the
Honorable. High .Court of Kerala in a similar case in |
judgment dated 15.06.2012 in UK Monu Timber Vs:
‘State of Kerala reported in KTR 2012(3) 11i that the
value aopting rate rited In circular is not applicable in
| all cages. o . T
‘i . losuch situations the actual freight chargas paid only
| can be-adopted for assessment purpose. Considering
the facts of the case and legal position the awdit’
- quiry is unsustainahle and hence may be dropped.
| (8 | Recovery of overpayment i E i :
painted out by audit ]
{c) | Recovery of under assessment
-, short Jevy or other dues
{d) | Modiflcation in the schemes
and programmes including
.| financing patiern
{e} | Review of similar cases/. 1
camplete scheme/projectin
the light of findings of sample
check by Audit fndings of
sample chech by Audit

352)2018.
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Action taken Ncggg on C& AG's R_gport/

" @y T Banariment [ COMMERCIAL TAXES ;
1 I
. : I SubjectTille of the Review Resull of cross verfication of ;
: ; (b} ¢ Paragraph : registered deaters. |
; U
T 719 T Paragraph Wo. 231424 (@) (1)
| :
. ~f i — .
{dy 4' Report No. and Year C&AG Report ended 31.03.2012
. S
(&) | Date of receipt of the Draft .
L Para/Review in the Department 03.08.2012
' (b} | Date of Department's Reply 03.11.2012
L _
il : | Gist of Paragraph/Review On verficaion of assessment
‘ s odfecords of ten desiers and it was
: ; found -that nine bakery products '
! : wiich were sold under different "
E tracemarks like Fresh, Best, Dev
: i " Snacks, Elite, Asian Ojin were taxed |
i i #s  unrepistered branded food
: | products at the rate of four per gent
1 instead of the correct rate of 12.5%.
| | This resulted in short reafisation of
; | tax of * 36.84 crore.
v { {a) 1 Does the Daparimant agree with the .
! | facts and figures inciuded in the '
: paragraph?
I {b) 1 if not, Please indicate areas of
i i . disagreemenl and also attach copies
! of relevant documents in support
I | (a) | Does the Depariment agree with the

Awudit conelusions?

If not, ptaase indicate specific areas of
dizagreement with reasons for
digagreament and also attach coples
of relevant documents where
necessary
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Remadial action Taken

(a

Improvement in system

and procedures, including |-

intarnal controfs.

M /s Kilban Foods India [P) Ltd. 2006-07 10 2010-13

Mfs Kilben Food (India) P Lid., an asscssce
on the rolle of Assistant Commissioner, Speciel
Circle 1, Xozghikede has retumed the fumover of
pickles at the rate of 4% taxable teating the

‘commodity as Food products - unbranded. But the

dealer is a registered trade mark holder with brand
“Happy" as per the details obtained by the Andit

(Party from the Controller General of Patents,

Designe and Trade Merks, -Mumbai. They  also
detected that the desler is.marketing the product
Pickle with logo ofHappyaqdmcrcfumﬁmbwmded
pickle and liable to pay tax @ 12.5% as per order
No.C7-42425/05/CT dated '3.7.2006. As duch the

. asmwwtwbietopaytax@ 12,5% instead of 4%

for the~pericd, from 2006-07 to 2010-11 and alsp

{tiable to pey itterest witer Sseton 31(5) read with |

sub section 6 of KVAT Act. They have also
suggested that the assessee is liabie to pay penalty
for an amount not exceeding twice the amount of tax

or gther amount evaded or songht to be evaded. -
Subsequently, the asseseing authority, in the |
interest of revenue, completed the asscsmment as
per order No.32110318574/2007 duted 27.4.2012
& demeand of Re:1349656/-( VAT B48G40 +

Intereat SO0RY6) acospting the achial' turmover of

pickles ‘returied &iting. the. .year 2006-07 after
rejéctihg e cotiténtion of the desler that specific
registration of every commodity is essential to get the
mannderﬁecum%n{mmw%andthey

| have registered “Jam®, “Soft Drinks®, “Syrup” and

“Fruit Juices” along with the Emblera Happy and
goode Pickles was nover registered with Trade Mark
Act 1999 and hence it has rightly returned Pickles |
vide entry 49 taxable at 4%.. The Assessing
Authority has alse - proposed - to reviee “the
assesement for the refmaining years.

Thaugh notice were-iesued in similar as line to the
years 2007-08 to 2010-11 no | hasty ssscssment
was done as the assessment was questioned by the
dealerbeforetheHnnbleH@Com-tochmlam
WP{C ) 12306/12 which is at prremmt learnt to have
reserved for orders.
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{6y

Recovery of overpayment

1 pointed aut by audit

¢}

"| Recovery of under
i assessment, shor levy or

other dugs

11d)

Modification in the
schemes and programmes
including financing patiern

(=)

Reviaw of similar
casesfcomplete

| scheme/project in the light

of findings of sample
check by Audit findings of
sample check by Audit




. .. - "7
I (b} | SubjecuTitle of the Review \Resu‘lt of cross verification of registered dealers !
" T () | Paragraph No. _ 121112.4a)(2) i
| (d) | Report No. & Yeat {C & AG repor for the year ended March 2012 _1
L1 l@! 1. Dateofreceipt of theDeaft i i : _ P
: i l Para/Review in the g o T
! o Department i - 4 } i
—t —
i | {5) | Dare of Departmeit's Reply - B
m | 1 Gist of the Paragraph/Review Mis. Fresh Products , 1 Circle, Ernakulam. ! .

‘ : | The details available on the website: -
| of the Controler General of Patents, Designs and
! : Trademark, Mumbai were verified with the;
i :  assessment records it was found that mine bakery|
! products which were sold under different trade!
mark like Fresh, Best, Dev Snacks, Elite, Asfan,!
Ojin were taxed as unregisiered branded food!
products @ 4% instead of correct rate of 12.5%.
This resulted shon realisation of tax of Rs. 170.64
Hakhs (Fax Rs. 52.78 lakhs , Penalty Rs. 105.56
lakhs, Imérst Rs. 12.31 lakhs , total Rs. 170.65
| lakhs).

|
|
|

| (a) | Does the Department agree with the
| facts and figures included in the
paragreph?

{b) | 1E not, Please indicate areas of
! disagveement and also amach copies R -
' | of relevai documents in support L :

I{a

—

Does the Department agree with the{ P T
Audit conclusions? e

(b} | 1 not, please indicate specific areas I
|of disagreernnt with reasons for
| gisagreement with reasons for |

! disagreement and also attach coples |
: of relevant docurnerss where i
| necessacy. :'

T
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. {a} ;rlrﬁi}fowmem in

i | control

out by Audit

systermn  -and

| procedures, including  internal

{b iRemvery of overpayment pointed

levy or other dues

{c)  IRecovery of under Ass

i ischeme/project i
{  lfindings of sample ¢

(d) " |Modification in the schernes and;
: programmes  including financing|
i . 1

i pattern .
f (&) - IReview of similar cases/Complete

the  light opff

heck by Ande |

M5, Fresh Products , U'Circle, Ernakulam.(2006- |
07 10 2010-11)

Mis. Presh Products is a registered dealer|-
on the olis of the CTO, | Citcle, Emakulam and !
the assessing anthority completed the assessiment
for the years 2006:07 to 2010-11 vide proceedings -
dated 08.10.2013 and the peraity proceedings .
dated 29..12.2014 woder Secfion §7(1Xd} of the
KVAT Act. ‘The details of the tax effect, imerest

and penalty 35 shown below,

~Year - . | Tax effect wilhlmPenahy'\;vith :
interest intevest
200607 761615 1505142
2007-08° | 31239508 | 2672186
2008-08 1689626 3626408
200916 . 1774383 2833051
W10-11 | 2736271 5956059
| Torl 8141493 | 17392846

_The dealer fied appeals before the Deputy
Commissionex{-Appea}s}, Emakulam againsi thei -
asessement - proceedings and have  obtained
conditicnal stay by remirting 30% of the torai dues
0 Rs. 2442448 in KVATA - Na.
3246,3247,3248,3249 and 3250 dated
-10-.-,02'.".42015. In the case of penalty Revemue
Recovery: 9eps has been iniriared and the gealer |
filed ' revision petitions before -the Deputy |
Commissioner, Emakulam, i

.
essIment, shoi|
]

N N




95

Action taken Notsa oo [ 'Aaig' Regor!s..i_.
! | (a} | Depariment COM%*IERCIAL&I‘AXES f
i (b} | SubjectTile of the Review Resu% Erilcation of
: Paragraph régls‘hé deal
'l (¢) | Paragraph No. 211124 (a) (3)-
] o B
] (6} | Report No. and Year 'CEAG Report ended 31.03.2012
il {a) | Date of receipt of the Draft _ i
[Para/Review in the Depariment egaﬁszmz
7 | Darte of Depaftment's Reply— o~ 03: 12012 s)
. - pif i
L Gist of Paragraph/Review A catlon of assessmant records of
teﬁAedims and it was found that nine
' : which were sold under
-1 aiffhéiiy) trademarks iike Fresh, Best.
Déir§fiatics, Elite, Asian Ojin were tzxed
as unragistered branded food products
at the. rate of four per cent Instead of the
: wnﬂ'}ﬁrateoﬂzs% This resulted in
_ | =h H_i[lzaﬁondﬁnxof‘sa.mmre.
W {(a) { Does the Department agres with the
-1 facts and figures included in the
paragraph?
If not, Please indicate areas of
(b). | disagreement and also attach. copies
of relevant documents in support
v (a) | Doss the Department agres wih the _
Audt conclusions?

: ®

W net, pleaselndicatesp&ciﬁcaraasa!

disagreement with reasons for
disagreement and also attach copies
of relsvant documents where

necessary
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W Remadial action Taken
‘Best Bakery, 2™ Cirgle, Erhakuian.
improvement in Mis. Best Bakgry, Jews Strest, Emakulam bearng TIN
{8} '| system and 32071648365 B a refistered dealer bom an the rolls of the

procedures, including

interna} controls.

Commercia! Tax Officer, 2™ Ciice, Emakulam. The assesses is a
desder in Bakery products.

The mssessee filed annual veiurn for the years 2008-07 to
2010-11 &s cetsiled below. The sssessee has conpeelied ‘s wmover
of cakes/hakery products as unbranded #nc admittad tax @ 4%.

Year Totai Tumover | Taxable Turnover
200807 1,67,54,568 95,571,905
200708 | 14501444 1,45,01,444
2008°09 |~ 1,70.08,423 | 1,50,76,157
200510 | 18043854 |  1,84.87413
2010-11 223,771,273 2,04,01,171

‘SBubsequently as per details made available from Controber

General of Paterits & Trademarke, Mumbai it was séen that'the
asgessas have mold cakes & bakery products with repistered
trade mark ‘Best. '

ol
Hence notice uia 25(1) of KVAT Act 2003 werd Istuid 1o | -
the. assessee for -the. peried from 20068-07 te. 2010-11,
Assegsmsnt order were also passed along with penalty u/s
G7(1) (8). of KVAT Act 2003 for fling untrue retumns for the
period from 2006-07 to 2010 as detailed halow.

Tumaver of
coducts | Balancs Panalty
products | Balance | 1 .
Year | mssessed | Tax due '“;""93‘ Cess ampu?sad
@4%in | @ B.5% ues |{. dus 5

the annuat 87(1)(d)
| retum filed | |
0B.D7 (6288048 532852 . |asl0m2 |- 20,65,704
07-08 |[Mo408  [7aeam |ase7r |- 1228784

0800 |%75808 (822503 348005  |8225  |insidse
09-10. 110086672 (032167 282487 9322 18,20,674 '
10-11 [10a1s8 iimsee |2166%  [1ie%  [2ad1000

Aggrievad by the order the assessee filed writ petition

No. WP(C) No. 2426/2013 before the Hon'ble High Court of,




97

PR

Kerala. Simmtanawsly nled an appaal before the Deputy
Commissioner_(Appeal), Emakylam. The Hon'ble High Court
directed the Appelfate Aulhorily fo dispose the stay petition
within ohe morith, Accardingly stay is eanctioned by the Deputy
Cammissioner (Appesl) on condition that the assesses should
pay Rs. 30 lakhs within ons month and furnish security for the
balance. -

As per stay order KVATAIMOMITD 15413 and 106413,
TOFMA3, 100413, 11613 and 11813 tha dealer paid a lumpsum

1 amount of Re,30,00,000.00 (Rs. Thisty lakh unly) as par chalan

Ne. 298!23-05—2013

{b)

Recovery of
ovarpayment pointed
out by audit

)

Recovery of under

asseasment, short fevy
- or ether dues -

(d)

Modification in the:
schemes and

1 Prograimimes including

financing pattern

T

{e)

Review of similar

1 cases/complete

scheme/project in the

1 Hght of findings of

sample ¢heck by Audit

| fndings of %Ple
-ehas

g4s52}anes.




Iy " (a8} | Department COMMERCIAL TAXES
{b) | Subject/Titla of the Review ‘Result of cross verification of
Paragraph registered dealors.
| {c} 1 Paragraph No. 211.12.4 (a) 4
(d} | Repoit No. and Year CA&AG Report ended 31.03.2012
It [(a) | Date of receipt of the Draft (3.08.2012
' Para/Review in the Dépariment
(b} | Date of Department's Reply 03.11.2012
] Gist of Paragraph/Review On  verification of assesament
: - ame grecords of ten dealers and it was
} found - that nine bakery produets
{ which were sold under different
| trademarks like Fresh, Best, Dev
‘Snacks, Elite, Asian 0_|1n were
‘'taxed ae unregisicred . branded
food products st the rate of four |
per cent instead of the correct
rate of 12.5%. This resulted in
1 short realisation of - tax of
: i 1. : o 'R33684cmrc '
NV [Ta) | Does the Depadment agree wili i 11
- | facts and figuses included i the Yég
paragrapii? - B
i if hot, Plaase ingicate areas of
: (b) | disagreament and alse atiach copies
. © | oF rélevant documents in eupport.
W {|) DnesttmDepnrhheﬂlagreevnmm
. | Auit conesugions?. .

(b)

If not, please indicate spacific aveas of

disagreament with reasons for

dhmamantandahoanaehmmas
of relevant documants where
RECASSATY
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Wi Remsedial action Yaken .
-] lmprovement in systam S
) (g} " and praceduras, inc[uding MMMM
| infernal controls.

The asscsament ﬁ/s 25(i) 'in reepect of
the above dealer is completed for the years 06-
07 w 10-11 credting additiondl demmands se

- | follows:

Aseessment | - Tax-due Interest due
year }

2006-07 - 6,55933 | 465712

200708 = 9357226 4,095,670

-2008-09 - 9.30,140 - 3,81,357

T 2009-%0 | 12,33,673 3,54,865

2010-11 |- 15,1800] 2,586,213

The collection pasticulars will be

furniehed on receipt of the same from the

concerned authefity.

{ Dut of the demand ‘created the assessee paid Re.2,25,000/ -
as follows:- o
{S1Nc ] Amount |  CHNo
1 | 25000 2417271219
2, 25600 | 458/28-01-i3
3| 25000 | 461/28-00-13
2 25600 1057 f27-03-13
B 25000 127 30-04-13
6 25000 371/30-05-13
7T 25000 | 125/28-06-13
8 25000 283/31-07-13
9 25000 | 366/31-08-13

Total | . 225000
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®

} Recovery of overpayment |
1 pointad out by audit

{c)

Recovery of under )
assessment, short levy or

| other duas

(d)

Modifigation in the
schiemes and programmas
including financing pattern

(e}

Review of similar

casesicompicte

‘scheme/project in the light

of findings of sampla
check by Audit findings of

“sampie check by Audit

T
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Action taken Notes on C& AG's Reports

COMMERCIAL TAXES - 1

t (a) | Department
(D) | Subject/Ttle of the Review Result of cross verification of
" | Paragraph registered dealers.

{c) 1 Paragraph No.

211124 {a) (7}

{d) | Repori No. and Year _

C&AG Repor ended 31.03.2012

il {a} | Date of receipt of the Draft 03.08.2012
| Para/Revipw in tha Departmenmt |
(b) | Date of Department’s Reply. 03.41.2012

il

Gist of Paragraph/Review

o

_T".On. veriication  of  assessment

| products at the rate of four per cent

records of ten dealers and it was
found that nine bakery products
which wera sold undesr different
trademarks like Fresh, Best, Dev
-Snacks, Elite, Astan Ojin were taxed
as unregistered branded food ]

instead of the cotrect rate of 12.5%.
. This restitted in short realisation of

() | Does the Deparmant agree with the

paragraph?

facts and figures included in the

tax of * 36.84 crore.

No

i not, Pleass indicate arsas of
(b} | diagreemant and alsc attach coples
of relevant dotuments In suppert

| Audit conglusions?

T (a) | Doss ihe Deparment apres with the

(b} 1 i not, please inditate specific aneas of |
disagreement with reasons for
disagreement and alsoaitach copies
of relevant documents whara

NBCesSATY

Details fumished in Vi (a)
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Remedial action Taken
D “Asian Hérhe Produers Tid, i
Improvemsnt in system | CTO, 319 Cle, Typm. ' ~ _
a) | and procedures, j Mfs Aslan home products (F) Lid is an

- internal eontrols.

. | Trade

their company name “ASIAN™ on their produits from

the date of starting of the company. - “They had |
applied to the Registrar of Trade Marks, Chiéntiai in {

| October 1997 itself {Ref. Na. 771060) for registering
| this name ag theéir Trade Mark. under the Trade |

Marks Act. Registzar -of Trade Marks Chennai
refused registration of the fidme ASIAN of the

H

L % WE._ f nog. registerabillity wiider section 9 oF the

e Marks Act, 1889 . - rabeni .
Regarding Trade Mark No. 1346627 dt; March

‘| 23, 2005 rogistered by the Trade Marks Autharity i
| their name, they have Aever vsed this Marks ¢ any

of their product., Adso this Trade Mark No.1346627
wan sold and assigned-ao.gne ‘Beaima’ piiiai i they
‘never. used or intended 0. use- this- Trade Mark.
Astan Home productsfPjltd doee not' own, cannot
nse, and do not have any control over the Trade
:LISEEAT Aor Have sy right ta usc (os
Regisitar of ‘Tratle Mark by the present owner and

} &0t recorded at the Trade Mark Registry, Chennai.

It may be noted that Asian home product
{PjLtd is. niot" awning or in posseasion of any |
registered Trade Mark under the Trade Mark Act and
they have never naed any registered Trade Mark for
axy of their producta,

Mttnay also be noted that entry,7 of the 3n
schedule “to the KVAT Acis. 2003 is very specific

 which dcarly says that™Bakiry prodilet, Sweets,

o4y 8nd ‘othér Tood products sttier
those sold under Brand Name registered under the

| Trade Marks Act 1999” which means that those

products sold under Brand name registered under
the Trade Marks Act 1999 dlone are taxable @ 12,5
%. Here, in the assessee’s case, they are not aclling
ar never sold any of their products using Brand
tseme registered under Trade Marks Act 1999 ae is
évident from the contsiners or padking matcrials
“‘used for packing their products. S T

In orier to Attrect tax @ 12.5 % the goods should
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| be sald nsing Erand name rcgistcmd under the

Trade Merks Act 1999, Since the assessee is not
usging any Trede Mark repistered under the Trade
M_Miinﬂdi_mnmgw;@h!ﬂgnﬂ_m
@4 % only.

In this case. there is, therefore, no irregularity
and ehort levy of tazx, :

(0}

Retovery of overpayment
pointed out by audit

&)

Recovery of under
assessment, shorl levy or
other dues

{d)

‘Modification in the
schemeas and programmes |

including financing pattern:

. -

(e}

Review of similar

' | cases/complate

scheme/project in the light

of fihdings of sample

chack by Audit findings of
sample check by Audit
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ction taken Note

C& AG’s orts

1 {a) | Department COMMERCIAL TAXES
110y | SubjecyTite of the. Review Resuit of croes verification of 7]
. Paragraph registared dealers.
{¢) |'Paragraph No. 2.1.12.4 [e} (8)
1) | Report No. and Year CEAG Report ended 31.03.2072
N | | Date of recelpt of the Draft 03.08.2012
. Pata/Review in the Depanmant :
' {b} | Date of Depariment’s Reply | 03.11.2012
I Qist of Paragraph/Review 'On  veriffication  of _ assessment
Jrecords of ten dealers and it was
fourd thet nine bakery products
which were sold under different |
trademarks like Fresh, Best, Dev
Sriacks, Efite, Asian Ojin were taxed
as - unregistered branded food
prodiists at the rate of four per cent
instead of the correct rate of 12.5%.
This resulted in short realisation of
tax of " 38.84 crore.
4% {a) | Does.the Departmsnt agree with the 5
facts and figures included in the Nao
| paragraph?
[V Aok Plosse ndicale areas of -
(b) | disagreement and also altach copies o
e{mienntducummmsuppm i
v {a) | Does the Deparh'namtwee with the -
. | Auickit condlusions?
(b) Irnot,plaasumdmataaps&ﬁcamsof

1 disagireemant with reasons for

disagreement and also sttach copies

] of relpvant documents whara

Details furnished in VI (a)

RECEATAry
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~Remediat action Taken

Vi
Best & L C 1 E 8-09, 09-10, 10-11
improvement in system ) L . : L
(@) | and procedures, The final asaeasment in respect of M/s.Best Foods Ltd. with

including internal
- Gontrols,

TIN No.3207 1537934 for the years 08-09 to 10-11 has heen
completed by fixing sales turnover of bakery products which

“are sold ynder brand name at 12.5% and balance tax and

interest due are under revenue recovery. The details as
given below,

200800 . {Rupees)
‘Taxable turmover 47848680.00
proposed : .
Less turnover claimed ' 7468610.00
under . deemed export | '

-+ proved :
Balpnee taxable tornover 40380070.00
determined .

[ Breskagy = 113362680 . | 53050720.00
Turnover taxable '@4% -
on, -

Turnover taxable @ 27117390 33389673.73
12.5% on ) ) :

1] Total 3920180,95
Cesn @ 1% [.39201.80
Total tax due 3850382.75
Less input tax psud 19421773 ]

Less Tax paid | 306656 1339273.73

| Balapos -payalile 26230105.02
-‘Rounded to '1.2620109.00
Interest due @ 40% up | 1048044.00
to July 2012 i i

2009-10 .

Total turnover conceded Rs.45667593.38

Add turnover conceded under other income Rs. _ 77731.00

Total iurnover proposed Rs.45745324.38
-Taxable turncver proposed ‘Ra.45745324.38
Less other incoipe proveid . Rs. 67423.00
Less exemption allowed - Rs. 7286293.00
i Balance taxable turnover " Rs.38391618.40
Loy
i Break up '
1 TOT §12.5% on Ra26641860.40  Rs, 3330232.50
i TOT @ 4% on Rs.11749758.40  Rs, 469990.30
Total ' Rs 380022280
Cess @1% Re.__38002.00
i Total Rs.3838225.00
! Less
| 1PT a]lowed Rs.1152000.00

852l205.

S
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Tax paid.alnng the return Bg. 31398400 - Rs 145508400

Ra. ‘3372241 aa ‘1

eheck by Audit

Balanee due: -
Interest due @ 36% Rs, 854007.00
2030:1) : .
. TOT proposed Rs.59108411.00
Less exempted allowed Es.  629705,29
Balance taxable turmover Re 52811315.71 -
Rounded to Rs.52811320.00
Break up. '
Turncver taxable @4% Re.17427730 Rs.697109.20
: - @12.5% Rs.5383590 R3:4422048.75
Total - N Rs.5120057.95
Cess @1% Rs. 5120058
Total tax due Ra.5171258.53
Rounded to Rs.5171259.00
Less input tex paid Rx.1250000
" Less tax paid along return Re.570892 Rs.1820892.00
‘Balance tax due R8.3350367.00
Interest due at 24% ' Re. 804088.00
poirted cut by audit _
_ T Reuovﬁiy of under .
(c) assessment, short lewy or - s
oiher dues : :
ModHication fn tha schemias
()] and programmes including _
e &a’?ﬁ“ E m
D) scharhedproject in the tight of
findings of sample chack by
Aardit indings of sample -
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"Action taken Noy _on C& AG’s Reports
[ {a) | Depanment "] COMMERCIAL TAXES
1 (b} | SubjectTitle of the Review Resuft of cross verification of
Faragraph registerad dealers.
{c) | Paragraph No. 2411424 (a) {8)
{d) | Report Rio. and Year CBAG Report envied 31.03.2012
I (@) | Date of receipt of the Draft 03.08.2012"
Para/Raview in the Department .
() | Date of Dapa;tment?s Reply '

m Gist of ParagraphiReview | OR  verificalion of  assestmant
records of tan dealers and It-was
found that nine bakery prodicts:
which ‘were sold under different
trademarks like Fresh, Best,- Dev
Snacks, Elite, Asian Cjin wers taxed
as - unregistered branded  food
peodicis &t the rate of four per cent
.instéad of the correct rate of 12.5%.
This fesulted in short realisation of

| texof ' 36.84 crore. '

vV (2) | Does the Department egree with the

facts and figures included in the
PWWP“? '
If mot, Please indficate aneas of -

{b) i disagreement and also attach coples

-] ot.relevan_{dnmen_ishsmpm )

v (a) | Does the Deparmer agres with the
) Audit conclusions?
{b) | ¥ nat, pleasa indicate specsﬁn wreas of

disagresmeant with reasons for

] dnsagreemem and also attach coples
'ufrabvnrddommtsm
'neoemry

. Detaits furished in Vi {a)
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Remedial ac
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tion Taken

(a}

[ Improvement in system and
' procedures, including
internal controls.

M/s. Qjin Bakes, Nadakkawa, Calicut is not a:'g
alt a trade meark holder registered under the trade mark acr, -
1999, But their sister concern M7s5.0jin Bakes (P) Lid is'
4 registered trade mark holder under the above Act. They,
‘are regisiered deafer on the rtolls ef Assistant.
Commissioner, Special Circle-1, Kozhikode.

Enquiry conducted at the business place of:
1M/5.0jin Bakes, Nadakkavu, Calicut revealed that they:

marked "Qjin’ which manufactued by themselves a1 the'
business premises of the dealer. They have not made am
purchese from Ojin Food Pwi, Lid except raw matetials.,
Almost all bakery products are manufactured by them al’
theit business premises.

On Verification of books of accounts of the
dealer for the yeac Z008-09 to 2010-11 it is noticed that :
the turnover of take. sfiown as per the books of accounts |
ig inclusive of all “types of cakes such as Cup cakes. |
Cream cake. New year cakes, Christmas cake, Tea cake. !
Plum cake ete.:; Major portion of the cakes are sold by
themn without wiapper, Hence 1he 50% of the turmover ol
coke conceded in thebooks of accounts is treated as sales
turtiover of brandéd cakes. The total wmaver of the

cakes conceded: ag per the books of accounts is as shown -
below:; .

Year Turpover
2008-09 - - 96198.00
2009-10 o 256270.00
2010-11 ’ 531678.00

In the audit enquiry the entire turnover reported
by the dealer under 4% was treated as branded items and -
assessed  differdntial - vate of 8.5% which is not corcect.|
Tumover of 12.5% were separately shown by the dealer
a5 per the return filed, '

However 50% of the above turnover is
considered as the turnover of cakes which was sold with
wrapper marked ‘Ojin.  This will be assessed ml
differential rate oi 8.5%, : ‘

{b)

!Recovery of overpayment |
| pointed out by audit,

are selling Tea cakes and plum cakes in the wrapper!
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(c)

Recovery of under
assessment, short levy of

other dues

(d)

Maodification in the
schemes and pragrammes
including financing pattern

®

Review of similar |
casas/completa T
scheme/project in the fight
of findings of sample
check by Audit findings of
sample check by Audit
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] sdsory

ion taken Nof 3 C& AG's Re
| {a) | Department COMMERCIAL TAXES
(b) | SubjectTile of the Review Resuit of cross verification of
Paragraph registered dealers.
{c} | Paragraph No. 2.11.12.4 (a) (10}
{(d) | Report No. and Year C3AG Report ended 31.03.2012
n (a). | Date of receipt of the Braft 03.08.2012
Para/Review in the Depariment :
{b) | Dete of Department's Raply
10 Giget of Paragraph/Review | .
' : 'On  verification of assessment
‘trecords of ten dealers and it was
~[fdund- that nine bakery products
| which were sold under different
itrademarks Yke Fresh, Best, Dev
Snacks, Elite, Asian Ojin wore taxed
i ‘as  untagistered branded food
') preducts at the rate of four per cent
| indtead -of the -correct rate of 12.5%.
This resulted in short realieation of
_ : { tax of * 36.84 crove.
v {a) | Does the Dapartmant agree with the
~ | facts and figures included in tha
o
1f not, Pleasa indicate areas of .
{b) 1 disagreement anhd slso attach copias
. of relevant documants In suppoart
v (a) | Does the Dapartment sgree with the
: o Audit concisions?
! (oY | 1 not, planse indicate spedific araas of )
[ disagreement with reasons for ' Detaiis furnished in Vi (a)
disagresment and also eitach copies |~ ' .
of relevant documents where
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Remedial action Taken

111

s,

(a)

Impravement in system
and procedures, inclu-
ding interna! controis,

|

Ws Ojin Bakes & Reslauranr.. Meenchanda ig not at all a
trade mark holder registered under the trade mark act 1999. But
their sister concermn M/s.Ojin Bakes (P} Lid. is o registered trade
mark holder under the above Act. They are registered dealer on
the rolls of Assistant Commissioner, Special Circle-1,
Kozhikode,

Enquiry conducted ar the busmcss place of M/s.0jin Bakes
& Restaurant, Meenchanda, Calicut revealed that they are
selling Tea cakes and plum cakes in the wrapper marked 'Ojin’
which manufactued by themseives at the business premisses of|

-|the dealer. They have ot made any purchase from Ojin Food

Pvi. Ltd except yaw malerials, . Almost all hakery products are| .
manufactured by them at their business premises.

The books of accounts of the dealer for the year 2009-10 &
2010-11 has been verified. © The turnover of cake shown as pet
the books of accounts.is inclusive of all types of cakes such as
Cup cakes, Cream cake, New year cakes, Christmas cake, Tea

| cake, Plum cake etc. . “Major portion of the cakes are sold by

themn without wrapper. Henoe the 50% of the tarnover of cake
cenceded in the books of accounts is treated as sales turnover of
branded cakes. The total turnover of the cakes conceded as per )
the books of accounts is a3 shown below.

Year e Turnover
| 2009-19 . K 347522.00
2010-1% : 761077.00

In the audit enquu‘)r the entire turnover reperted by the
deajer under 4% was treated as branded items and assessed
differential rate of 8.5% which is not correct. Turnover of 12.5%

were separately shown by the dealer as per the return filed.

However 30% of the above turnover is considered as the
turnover of cakes which was sold with wrapper marked ‘Ojin’. |-
This will be assessed at differential rate of 8.5%.

1 (b)

Recovery of overpayment
pointed out by dudit.

(c)

Recovery of under.
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T -+assessmant:'"s'ﬁﬁﬁ' levyor ! |
\ : other dues | ! :
l i . e _ |
T Motification in the #, |
i i) |schemes and programmes % !
{ l including financing pattem | 'rg

‘ Review of similar i

1 ' cases/complete "

1 schemelproject in the light ¥

f of findings of sample 4

| {e) | check byAudlt findings of

1 sample check by Audit

I

| {

P
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i

R (a) | Department

COMMERCIAL TAXES ' - . . o

b |Subject / Title of the
| 7 _|Review Paragraph

-Cross verification of data obtalned from. Cl.lstoms
Department in respeet of Caahew dealers -

c |Paragraph No

" 20a1, 12:400)

Report No. and year ;i

o aAG Rgpori for the year eq,ded 31;03;2&313

1l ja |Date of receipi of the Diaft -
' |Pare. / Review in the
Department 4

{28/07/2012

-

b |Date of Department's e

Y

I P IR

AL

L larg

" The. details’ of import | purchases of Raw

|Cashew Nuts (RCN) through .Cochin, Mangalbre

and Tuticoriti: ports were collected  from the|
.Jeustoms department and verified with reference

_tothemtwﬂsﬁledbjthedealersxegmtered

under the KVAT Act 2003; It was found that 23
J{dealers had imported RCIV valued Rs. 2104.13

'om-eaﬁmgﬂmpmodmzooazoosto
-{2010-11." The purchass turnover discloged.by!.

the assessée in their VAT returns filed: with the

- HCTD m Rs 1078.99 ‘crore only, resulting - in

si ‘import purchasc turnover of RCN
[valaed T . . Bt

. [Rs. 10254 chore. ‘This resulted in short levy of
tax mteni'standpmaltytoRs 136. llemm

{a) [with’ the facts and figures

- iDeoies the Department agree |

11V - lincluded in: the paragraph ?|

i by lof disagreement and also
o | attach copnes of rélevant;,
- {dccuments in supports

{If not; please indicate areas’ o

V |{a) iwith the Audit concliisjons

jDoes the Department agree

No §

I If not, p]ea.ecmdlcate.-
{b} specxﬁcareas of

for dizsegreement and also
attach copies of relevant
|decuments where

1| Inecessary

disagrecment with reasona |-

B52j2018 .



As&eaamg‘:: _ﬁutlm:mes have venﬁed the dgta
_related ‘to lm%ort of raw cashew nuts through

{SRa - réficw party: ‘along ith the Boukaror'
|Accounts of- ' i

' yea:si‘mnrﬁsoa-t)? 0 2010-11.

|aspects related o .lmpOl't ‘purchase’ with
tpurchase ' register/«Trading .profit &
- Acoount, Ledger folio of imports; Bill ofEntly
- oopies B"dhk Statement ete revesls
followmg ccmman ‘facte. :

Qn deta:led mﬁcat:on of ea.ch a.nd z]E :

. L0 Dealctﬂs“have branch business plaoes in
VR L - TamiteNadué Karnataka, Andhrapradesh etc
: . C " land thé. goods taken dehvery at the branches|
S : larenntsmmckonedbytheaudxtmgwhﬂe
. . ety lcomputing{the  turover of imported: Raw _
R+ ce.shew ; ts !

customs ‘data consists of .CIF value ( Cost
L Inevurance . F‘re:ght } where as the. unpoﬂ value!
_yBcoounted by the: dealer -ig * excluding
" linsurance and freight. The custom authorities
" jestimate -thé value by adding insurence
Iehargés to tﬂ# CIF value of goods irrespective
. ofthefapt that the actual value is on FOB or C| -
1& F .":Customia authorities ‘make further
] addmon 6f 1% towards landing charges whichl
- doesmtformpanofacn.mlvalu: '

a4 The custnms departnent oonslders al
.'commonexchangemtc for a month as per
. jinstructionsi fram RBI: where as  bank|
* |conasiders: the composite exchenge rate as|
: -prcvmhdg onthedate ofcleamng:ofunport
- 'voucher T
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Y

. Coﬁsidcr.lﬁg
* levidently clear that there is no. suppression of] .
limport ‘purchase of raw . cashew muts as the

ajl the facts stated above if 13. .

quantitative details of impart which agree wn.h :

: thc -oat turn of Kcrala sales eic.

Recow:ry of m*paynwnt

sample check by audit

pointed out by audit ; |\ 3 e ) I
¢.|Recovery of u.nderassessment o §
short].euyoro‘ther dl.les_' o : : i
N ¢ P
Modification in the 3 : P
and programmes mcln i !
financing pattern gql *
iReview of similar cases./ -
complete scheme / projectin '
i |the light of findings of sample. | Lk
jeheéck by Audit findings of L




; CQMMERCIAL TAXES

|Cross verificafion of data obtmned from Customs|
{Department lh imported materials used’ by
- fworks contra ) o -
1215124 {d} {w]

Jdc & AG Report,for tha year .;nﬁed 20172,

38 : -r-a-

| M/s, Tamara  Real Estate Holding and
' Dwelopments {P} Ltd. ( 2009-10 ) 32011378569] -
1 - TR Dm-mg cross verification . of data
Lo - : ' obtamed ﬁ'ﬁm'thc Custom House -at Cochin Port
! _ s {it was found “that in respect of the assessed
| : . failed te.'s Toseimportpmha.sesafﬁles,
marbles - etc.'}ll'esultmg ‘in short Tevy . uf tmx
amounting:. % to
'RB_ 44,81 tﬂkh‘s b

{a) |Does the Deparmlcnta.grec
VY iwith the facts and figures |
mchldedlnthepa:agraph?_.'

" jif not, pleasc indicege.

{b of disagreement and. mﬂs :
: ..attach copies. of relevant
jdocuments in supports

—
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1

Improvement in-systern
and procedures
including internal

controls .

Al single” . pieces

fa, T Ests Idin: | Development!
@i '

The dc:a.[ers arc developing Resorts IE Hotels in|

the states of Karnataka, Tamil Nadu and Kerala.

"iThey - had . - imported. . goodsi
} from Torino, MHaly ttol
‘I‘hxmvananthapuram agamst Bill. of entry No.

255255 - dated - 06/ 1&{2009 “and’ same waB
accounted in thie books of jaccounts. )
. “The gbods unportcd s, for their own use:for
projects ‘situated at different -locations  and - it Was
absolutély not for gale, “The: nnparted goods was pot
disclosed 1A VAT onthiy ;- anfual return since it

was. capital itetn.” Theyilad-stopped the pm]ectm_

**“|Kerala due to unavoidahle citcumstanees.

] They had transferred [ shifted the imported
‘|goods from Kera]atoBangalore vide Delivery Notes. |

-B#iThey are regisicred dealers in the -state ‘of Kerala

|and Kamataka also. It is a fact that they have not
- | sold-br consumed any of the above imported goods
mtheStatdﬂomeﬂabut wansferred to their own
-pmjectsmautsidethe state for own use: Since no|

" |sale was involved in' the State of Keala the deales

waanothablcmpayanytaxonﬂwmpmtedpods
Tunder the KVAE Act 2003. Hencé there exists: no
shortlevyaspomtedoutmﬂwaud: pars may
lundlybcwaWed. )

Recovery of overpayment

1 ipointed dut by audit

‘Recovery of under
aseessmexit , short levy

“lor other dues.

Modification in the

Ischemes and -
‘iprogrammes including
financing pattern - B

| Review of similar cases / |

complete scheme /

| iprojectin the ightof = |
“1findings of sample checlk

iby Audit findings of:
isamnple check by audit
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Action _taken: Notes . on Cé -AG’.Q Reports

arcas of disagreement with

| reasons for disagreement and
| aluo attach copies of relevant -

documenta where necessary

{(a) { Department . | CUMMERCIAL TAXES
{b} | Subject/Title of the Review ~ | Goods meant for awn use —
Paragraph -~ © Form 16
ic) | Paragraph No. © 2.11.125
- (d) | Report No. and Yéar | C& AG report ended 3L.3. 2012
-7 {(a) { Date of réceipt of the Draft
I Para/Rmewm thd'f}epartment
.| (b) | Date of Departmeint’s Reply I .
nEii : L ' Increase in transportationof goods |
- 1'Gist dpﬂampﬁynmm tfor own use by registered as well
B as unregistered dealers leading to
Z &vasion of tax u.nder cover of
: Do ; Form-16.
1y {g} | Does the Department agree
’ with the facts and figures | Yes
] iticluded in the parfigraphy
1 ¥ not, Flease indicate areas of
(b} { disagreement and also attach
.. copien of relevant documerits in
R ) support - .
v {a) | Does the Depa.ttment agree -
with the Audit conclusions?
(b} | If not, please indicate specific
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Remedial action taken

rio

e[

BT

ety pre

e

)

improvement in system.
and procedures,
including intarnal
conirols. '

| authorities are inatriicted to. maintain a asparaie

B forwardedwtheint. Officer {IB) fmﬁarthervnﬂca.hm

irregularities- are found after verification, a penalty st 3

The Depawt.mmt
aaumambeprooeedcdiorsubmquentvmﬁmof
consignments supported with form 16 in Ir.No.C2-
8472/12/CT dtd.25.2.12. Accordingly, the check post

regmtera:tthccheckpoatiorthetranapoﬂofgoods
vinder caver of form Neo.16 snd documents zhall be

Tthangofthedepanmmtmentrustedmththe
duty of follow up action in this regards. If any

timeg of the tax effect shall be recovered from the
mnmgnceasp@rammdmmtmadchymchnancem
2009, hywmdlnnewsccnmtmTOB)waaadded The
DC(Ms afe atrictly 'instructed to supervise the
condicting of mmugahmsandmewtheprogmnof
action.

has issued directions containing |

1@

Recovery of averpaymant
pointed out by sudit

RS T o AUl ELI L L T

)

Recovery of under
assegament, sbort levy or
other dues

ey

(d)

Enancing pattern

e

Review of similar
caseca/complete
echeme/project in the light .
of findings of sample check
byﬁudnﬁndmmlofsample
check by Audit :
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NC & AG"
o . . EOMMERCIAL TAXES
T " 1Evasion dnemn.eglectedamsmKVATlS
' JRERIRITTY : _
o C &AG reponformeyemndedmmnzmz A
B b
[ ol Dmeorbapammrs,neply . - - s
I 'sttcfthel‘mm‘aﬂt!ﬁ.ﬁymw KSRTC, Special Circle, Thiuvananthapigam, |
B La the Special Circle, Thirovananthaguram,
. annssesu'ee.mcKSK]CmcmwdRs.GHCr
during.the period 2006-07 to 2010-11 4s income!
i {from advertisement on  bus bodics which -come
i 'undertmnsﬁuofnghttuuscdldnmasmsth:‘
; . -{sameto; tae.” This resulted in nonddevy of tax)
4 T s mcﬂdeofRs.OBélCr R
. IV | {a) DoestlmDepamnmagreewnhﬂm . i '
| jparagraph?’
B IC erc,m‘ i |
dhngmrmdnlsnaﬂachcopm\
- ofmlevmdmenmhmppm
v




) %Ihnprowmm- in ﬁysmn ~ and|KSRTC, Special Cucle,Thlruvanamhapmm
procedires;  inchading . interaal | (2006-07 15 2010-11)
eonirol © 35 N ], Dased on sudit observation assessment -
T Jiwas sompheted for 2006-07 to2010-11 vide order
Mg, 3201017914 daMZ-l 01.2015 cremting the

. - .-_follmgdemmd _ i
A | Year ;. Tax [-Cess Inusrea( “Total

i 20686.07 | 632801 |~ | 594833 [120v634|{

200708 271199 Lo - | 222383 | 493582

cb o 200805 T1150133]7 1501 | 813144 11974778 |

T Hon09-10 11360369 | 13604 | 796904 {2170877
D 2010-11 | 404040 | 4040 | 187717 | 395797 |

Total 38185421 29145 {2614981! 64626681

oy Reoovery of mrpaymnm pomwd'

z0ut by Audit i )

Ae) 'Rmvayofmmmwmf

kevy or-other duss

) ';Momﬁcmm i a'é&mn Ty

! {pattern . .

. {e} |Review of similar casesfumnpm .:
|scheme/project in  the ‘light off -

_ ﬁndmgs ofsampie c!wckbyAnth

e

.A' B

352 f20M,




y

@ Deparp

- Vcommrms

| ) [ SutjeotTide of e e

1) [Pargraph No. .

. [Evasion due to neglocted arcs tn KVATIS.
2._11;1-2.6@}:' . Cew T

(3

R

€ & AG report for the, year endod March 2012, | |
T i K NS R

)

IES

* .| As per entry'is8 of the Third:Schedule of the Act,

jintagible goods 1ikd" Copyrigh,: Pascat,. REP|. |
lioence etc. are taxablpat fié rate of 4%, fn two|_
{oifices right to use m respect of goodwill pnd sale :
 |of intaugible: assets ke patent, copy right etc.|
Jwems"not agsessed resulting in short vy of 1ax
- |inclnding: penalty . and interest -amounting o Ra.
217°Cr> I iy rocommended that the; Govt. may

™ ek the: pe of Intngible g In. corporeal.

+ |xoods’ exigible to tax as featured in the schoduls
) _aﬂached;mﬂmM&hamlnrg\VATAcL i )

===

o

e

Forcke , 0101117306 ]
|Gy Ws: Aspin Wall

1200708 3406

1
T IE

|

IV (2 [ Does the D
1} |factsand figares included in the
paragraph?

agree with the

| @ fitnot, Please iadicate areaz of
ofreisvuizdomem-inmppmt ;

Andit oonchisions?

V@ Does the Department agree with fhe|

... {Ib

r

If not, please.indicate specific areas:
of with reasons for

‘jofrelevant documents wi

where |

B.I, (iaki) }{

|_ __neeessary.'.

i
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: a}mMM

1. (@)

'_ M5, FmBoardlxd.,l(aahmmm
“len the role - of this office bearing TIN]
132100448522, -During .the.year '2010:11" tho|.

__15?216_,§lﬁﬁﬂnmhd!s Mezonite Docss {P) Lad., | °

-5, '1,99,20;469¢ enly. in the returns, The balance| .
| escaped iuroyer amousted to Rs. 13,72,95531+4] -
{has been .gssessed to tax as per -this -officef

dafed 31072014 with en sdditional demand of]
|Bs:-1,13.72,649/-.  The -assesseo - romitted Rs.
T 34,7054 e 309, of the additional demend as

“iper ‘coudition s of the stay order of Deputy

©O{KVATA 26407019 dited . 22:002014: ol

 Hhe gswsse for the year 2007-08 was reopened

. iproceeding -dated - 11.02.2013  assessing the
’ mpedtmnowoﬂls.?sommm@tt%wuh

[thereon s for Re. 18;34,665.00. The afuresaid] -
amountof B 7,50,00,000.00 was recéived by thel
- jassesses from DLF Aspin wall Hotels (F) Yitd.|.
© jtowards consideration for non-exchasive right to].
s thecompany's naune “Aspin wall™ along with |
1 -Good will” for a period of %9 years. The|
- {asseséee had..not disclosed the amomnt -in. the

| gonds wnder-cmiry 88(4)— others of titid schedule|
© Ito the VAT Act it is taxable at 4%,

'Rew:nuc Recovery procesdings ' have been|

(1) ML&MM&M&IL

Shart lovy 173.06 jakhs -
- (Special Cu'!e M.nlappl.uam)

assessee . has recsived an: ampumt iof Rs,

lowards foansfer of ight " to. -use, . Goodveill, |
ﬁmmmmm&ewm -

procesdings vide order No. 32100448522/10-11]

Commjissioner (A), Kottayam vide Order No.| -

furpished security forl]wbaimemnmmt
Appea.liuﬂllpcndmg. :

1250303807 The self xestinont in respect of]
Uls. 25(1y of KVAT Act -as per ‘this office

Tax ffect of Rs, 31,09,601.00 and, interest duc

reties or paidtax. As “Good will” is intangitile

Smﬂwmﬁﬂdmmmhmm

Jinitiate:] monipst them. The assessee profemed|
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La

#peal-nﬂsﬁypehﬁonagamstthcord&ﬁeforc

T Deputy - Commtssdonet™ (A); Brakulasi. " The|
. |Deputy Commissioner (A), Ernskulatm in tm has

as per Omder No. KVATA

granted eofiditional sta; :
: INo. 190472013/15. 03.2013 direeling to remit 25%; .
of the taxt demanded and furnish security as Bank| -
¥ 1Guarantes’ fpr the balance amount- Accordingty
- \the assusxe"e paid Rs.;12,47,727 i vide chatan No, I

' 1940607 diréd zooszm “The appeal is still
ol LR i pendmgfordu.posa] s :
" {b) . |Recovery of overpayment ‘pointed] R
. outhyAmd . 11} :
© R@Vﬂfyﬁfundm't\#’mashmt.m
fevy or other dues: 'J
@) |Modification in

_prugmmmes lnc g ﬁnmcing

1 ®

.Rc\rmw of simyifar cases!complete'

Cin fHe - light. of

‘ﬁnmgsofaamplecheckbyma A




GOVERNMENT OF KERALA

AGRICULTURE {AHG} DEPARTMENT

81 | Para No Recommendations Action Taken by Goveroment
No : i
1| Z11. |Pailute 10 detect Evasion The price of the Day Old Chicks (DOC) is highly volatile. Every:
123 i

(i) Absence ~ of uniformity in
valuation of Day old . chicks
(DOC)

week the price is changing on the basis of the decision taken by big:
privaté hatcheries in Tamil Nadu. KEPCO is only producing DOC
below 2% of the chicks needed to the farmers in Kerala. Only a smali
percentage of chicks are marketed by KEPCO because they have
their own Integration Farms, wherein they are placing the chicks.
Since KEPCO's market share (sales tumdver) of DOC is too litde, iti_
may not be fair 1o fix the markef rate of DOC based on KEPCO's rate. |

At present, no broiler or Giriraja chicks are being rearved 6r
hatched in the poultry farms under the Animal Husbandxyi
Department. In these farms, the backyard poultry breeds like
Gramapriya, Gramalekshmi and Athulya are hatched and distributed
to authorised egger nurseries as day old chicks. During 2013 the rate
of day old egger chicks was Rs.18/- per chick, The prevailing rate lsi

Rs.20/- per chick vit;le Crder No. H1/12896/2(014/Farms datedl
30/06/2016 of Director of Anima] Husbandry (Copy enclosed).

ST1



(iii) Sale of Chicken through _
Kunjipally check post to Mahe

The Director of Animal Husbandry Department vide his letter’
No.AL/15856/13 dated 25/01/2014 (copy enclosed) requested the
Commissioner of Commercial Taxes Department to modlfy Order:
No.C2-15221/09/CT dated 23/08/2013 (copy enc}osed) as “the floor.
rate of day old broiler chicks” instead of “the ﬁoor rate of day oldl

* chicks". Floor rate of Couunemal Taxes Deparrment is not appllcable

to Animal Husbandry Department.

The matter is connected with Commercial Taxes Department.

9z1
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PROCEEDINGS OF THE DIRECTOR OF ANIMAL HUSBANDRY,

VIKAS BHAVAN, THIRUVANANTHAPURAM
~ Animal 'Hiis'b'éndfy Departmént -Farris- Revision of the selling price of various farm-—
commedities in Animnal Husbandiy Department-revised selling price fixed- orders
issued.

Order No, H1/12896/2014/Farms ' Dated: 30 /6/2016
Read: 1. Order No. H1/12886/14/farms  Dated 03/05/2014 of ~Director of Animal
Husbandry.

2. Request frorm the Farm Officers.
3. Officers meeting on 16/12/2015 at the Conference Hall , Directorate of -
Animal Husbandry. .

As per the request from the farm officers, 'a meeting was convened on
16!12_/2015 at the Conference Hall, Directorate of Animal Husbandry for preparing a
repart for the revision of selling price of various farm commodities.

The matter was discussed in detail and in viéw of low price of the farm
products existing in Departinental farms compared to the market price and
considering the increase in the cost of feeding expenses, transportation charges,
electricity charges and increased market price, it is decided o revise the selling price
of various farm products , and thereby reducing the financial joss of the farms.

The new price structure of various farm products will come into- effect. from

01/08/2016.
1. Livestock Farms Cattle/. Buffalp

FSTNO‘ !Age Group Present rate _ | Revised Rate
Male Female Male Female
t  |030days - |600.00 800.00 700.00 800.00
31-90days 700.00 900.00 860.00° 1,000.00
3 Above  3to 5 : 2,000.00 . 2,500.00
months : .
4 Above © 5 (o 8 5,000.00 5,000.00
months .
5 Above 8 ¢ 12 £,000.00 8,000.00
L months : :
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6 |Above 12 1o |12,000. . {12,009-08
18months 00
3
7 Above 18 to 24 520.000.00 20,000.09
- |months ;

Culling rate Rs. 50/- per Kg { Live x_feigh()

0,
Rs. 75/- per Kg (Live weight)

Sale price of Milk

51 |Item Present rate Revised rate

No. (Rs./L1) (Rs./Ln)
Cow milk 3“617_' a8/-

2 Buffalo milk 444~ 45/-

1.  The sale price of milk to permanent livestock farm employees is fixed as Rs.

36/- and the guantity is limited to 1 Lr/day.
2. Packed Milk Rs. 42/Liire.
Sale price of Cow dung

Cow dung " Present (Rs.} Revised(Rs.))
Wet H00/AMT - 800/-MT
. Dry " 6500/-MT . 7000/-MT
Indigenous Cattle
SL.No Age Group Kasargod Dwarf Vechoor
Male Female Male Female
1 10-30 days | 700/- 800/ 800/~ 1000/
2 31-90 days |800r- 1000/- 1000;/- 1200/~
3 3-5months | 1500/- 2000/- 1800/- 2500/~
4 6-8 months  |4000/- 5000/~ 4500)/- 8000/
5. 9-12 manths | 5000/~ - 16000/ 8000/~ 12000/-
6 13-18 - 8000/~ - 115000/~
maonths
7 19-24 - 10000/- - 25000/~
months i

Culling rate Rs. 50/- per Kg(Live weight}

Milk Rs. 38/Lu.
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/{ GoatFa '['IDQI (Revised Sclling Price)

}S_l rf‘ g Group Bady Present Price Revised Price

_l_N"_!. i Waight | - . _
L ~ |Male © |Female |Male [Female
1. 81-90days 7Kg 1200~ 11200/ 11400/~ [1400~-
2 'Above 3-3110 Kg 1700/~ |- 1700/-
L mor.t‘1s '

'3 |above 5-C months |15Kg 2500/~ |- 2500/-
A __|Above 5-8 mcaths [20Kg 3000/- - 23000/~
3  ;Above 9-12130Kg & 500_0/— - 3000/~

.- |months above : .

Selli.ng price of cubting aged, uneconomical Goats' Rs. 2504~ per Kg (Live

Weigh_i:}_ Goat manure Rs. 1 Kg,

3. - Fig Earms _
_Exesting vate as {urnished belew
Cagre Female - _ Male [2-way
- Large White|Male Duwroc  pure{Cross
' Yorkshire/Landra line female
. ce'{pure line) . .
[ pte s0days L, 850/- 20010~ 6500~ |apgor |
61 upto S0days 13,570/- 22,430/ 7,200/ 4720
191120 days 14,490/~ 23,920 |8300/- 5290
41121150 davs - 15,640/- 25,880/- 5,200/~ .- 16,100/
151-180 days 17,020/- 28,180/ 10,600/- 7,020~
jifl- 210 azvs 15,4004~ 30,4804 12,000;/- 7,940 - —_E
{19,900~ 32890 13400~ [Bgre- .
15,560 24730k |10,500-  gsie.
13,230/ 16,456/ 10,000~ 7000~
’ SC-Kg (S0/Kg 50/Kg 50/Kg
: {Body weight) ' .
iP g;et, spto 60 days Rs. 250/~ Iper Kg
‘for fuuenn[, (Body weight)

asafang.
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{25 months . Rs. 175+ per Kg
R _i{Body weight).

[Above Smonths  'Rs. 1505 per|.
: ' Kg{Body Weight) |-

]
e
T

1.

v- B&. g’BIT-’E.Eﬂﬁr.iﬁéﬁ'axe to be continued,

Pig Manure 50 Ps/Kg

{SLNo - Age__Gr'o'up' o

' I Rate

0-7 days. " .

rs,{- .

|8-30.days

- §25/-"

31:45 days.

- i50/-

146-90 days

{1507~

91-120 days

175/~

121-150 days-

- 1200/-

151-180 days

2504- .

vl |aliw|m|—

Above :6.months

_“|Male

" |Female 300/~ .

oo

V- POULTRYFARMS’

Sl |Item __Ag"e Group-
No-| - |

| Present Price
1Rs.

Revised price
‘|Rs.

I |Commercial layer - - iDay old maie

- Day old ferale*

200

Day old
(straight mn) -

16

2-15 days

30/~

140i-

16-30 days

65/-

31-45 days

750

85/~

14660 days -

© 190/ -

100/-

: - 61-75 days

100/~

110k

§ _ 76:90 days

los-

120/

91-105 days

- | 1200~

130/~
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¢ s
NG 2 1106-120 days  130r- 140/-
# — 2T ey s T g
A Above 180/ 1190/
days .
I |Culled birds 80/~ Kg 80
T [Male birds sexing error’ | Below G| 100/-Kg 80
months
II1 |Hatching -Egg Layer 11~ 13/.
' Broiler 11/ 1
Emu . 160/- 100
Turkey 25/~ 30
T Duck-Ordinary |12/- 12
Duck Vigova  [25/- 25
Quafl 2= 2.5/-
Y Layer To be fixed by
Table Eggs DAHO  every
: week
Duck .6k 6
Quail 1/- {1.5¢-
Turkey | 5/- 7
v Under_sized eggs (Pullet Poultry (below|70/~ Kg _‘801- Kg
eggs) ' 40 gm) 80/- Kg 100/ Kg
) Duck : |
VI |Incubated eggs - Poultry 20/- 20
Duck 20/~ 20
VII {Chipped Eggs Poultry 150 2/-
Duck 3/- 3
Turkey 24 3
B [ cyuait Jo.50 0.50
VIII | Poultry manure 1.50/- Kg 15 /Kg
IX  [Fodder slips 0.30/- 0.30
+ |Grass 2/-Kg !2!}(3
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VI - QUAILS
Sl - Age Group [Present Rate(Rs.) |Revised Rate (Rs‘.}
I 2-21 hrs. 15/~ 15/-
2 3 weeks — 5 weeks |15/ 20/~
3 Above 5weeks  |20/- 30/-
4 .~ {Culled birds B0/ Kg 80/
s Day oid 5/~ s
5 Age Group - Present rate(Rs.) - |Revised Rate{Rs.) |-
No. . . ] . ) . :
1 0-48 hrs. s 15/
2 3-7 days 20/- 20
3 " 18-15 days 35/ 35
4 116-25 days 45/- 45/-
5 26-35 days 155/- 60/-
6 36-40 days 70/- 75¢(-
7 |41-50-days 90/- 100/~
8 51-60 days 100/- 120/-
9 T T61-70 days 11107~ 130/-
10 |7180days  [120r- 140/-
gt 91 days-4 months/|140/- 150/
{120 days) :
12 Above 4 months 150/ 17(].:’:
13 Culled egg type bird|80/-Kg 100/~ Kg
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B i
/’/(X COMMERCIAL MEAT TYPE VIGOVA STRAIGHT RUN "~

sl Age Group ‘Present rate (Rs) | Revised Rate (Rs.)

No

1 0-48 hrs 40/- |40

2 ¥3-7 days 50/- 50

3 8-15 days 60/~ 60

4 116-25 days 100/- 80/-

5 26-35 days £150/- 120/-

6 36-45 days {150/~ 1507
|7 46-60 days 230/ 230

8 61-70 days 250 250 .

g Above 70 days - 300/-

Culled bird meat type Rs.100/kg

Taxes should be calculated as per rules.

(5d/-)-

To:

HApproved for [ssuel/

Junior 'Supeg endent

‘Director of Animal Husbandry

Alj District Animal Husbandry Officers
All Farm Officers
Technical Officers at Direciorate
Stock File -H1

+
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Mo. ng1/15856/13, : @Y OMUORAMET (Udbla] WWERIOKBSOF,
afléord saim, @iojoinmma)boe

- —- oo : 25/1/2014 - -

D4 EHIVORAMEN (d)n] WDOSSH.

o calernidt :
usenfimy mla ailols)af

tTU(ﬂ, .
Oflodi@o = BLOMCBMMEN (d)a] ~MR af.&fl Slagods -
otmyy oovlald - mesunulal. -

TOlalerr = 1) 3%/3/2012 @B @ROLOVOMNTHOYON FULON ). a5
olagjodslonr aumy oovlaif - suamuile. 2.1,12.7.
2} medeaadland Jo/5/2013, 20/12/13 e 12a27/AHG
32013/ ADmmIB oGm)dncd
3) aemlmy oflsail aidnla] sanlasmoles 23fef13
aies cil2. 15221/09/CT mxrud pameal,

saed (m)aimaglessd cuous BaD  @uskeaym).

DYNGVCRAMEN . (Udjallon] as08! UBREDA  a00B)&SIE  D0ajl
saovlegems, UlEIR | G0ECSCD USAMm)HGTO  ARUD)SS
G0l HO) OB 6TBEE pabojodlafles)eews £ 21QRrlg). e TS Mm@
anddegial algjnsaflos: n)gemo¥] SMAREIW (OGN, (oDeKeaTE
aomern @sadfle omaEEaes 8o} duTio (IRHD &)1 EROSToT
280 j mRanléym  oggd  ofoucied el aigdowl  qudeedd
avolawiental allmesme augnmel faaliel qudeesed anoa)eglad
pmdqjodlafleaym am) diumoe (oD . agesiFlemamiand ale (als)
@}ans/- GRyEN,

ap@amnoed e} dkuivo . (aDD20W  GhOYLee) ) AIBE)6S

afiggodend @l 35/~ ogmd @e)]  dlumve (a0 0ol

EH0FIAMETDIER)OS - nlG@odGag oM UOSIRIMI T ussjaload
2ODO0IR cerwell (ue)ommmo Sallonooicles)e : -

alltirimmaemoes,

(8]}

miviod adlmosmdad asantoud
QoG sde)anend]

ar
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WM
" Present: SHYAM JAGANNATHAR 1AB

Sub - Revision. of floor rate of live chicken - Orders issued-Reg.
" Read:-1.0rder No. C2-11808/11/CT dated. 29.07.11
2. Lr.No.P13-1545/11 dated 09.07.13 of Deputy
Commissioner, Palakkad

The existing floor rate of live chicken was fixed at ¥ 70 per Kg as
per order read i* above.

The cammittee, constituted for the fixation of fleor rate of live
chicken, under the chairmanship of Deputy Commissioner, Palakkad held
a meebing on 05.07.2013. Representatives from the frade aiso -attended
the rmeeting.

The committee considered the current market price of live chicken
both in Tamilnadu and Kerala. It was 2 general opinion that there is loss
of revenua to the state excheguer in the context that the floor rate
remalns unaltered even when there is remarkable hlke in the market

price. At present price of live chicken varies from T 90to ¥ 120 per Kg.
: . The commiitee submittad the report vide read as 2™ paper above:
and has recommended the fixation of floor rate of five chicken 2t T95 per .
kilogram, day old chicks at T 35 per bird and day oid giriraja at T 45 per
bird, in view of the prevailing market rates. )

In the circumstances stated @bove, in order to protect the state
revenue, It is decided to revise the figor rate of live chicken and day oid
chicks. Hence the fallowing orders are issued. -

OR - £
In supercession of the order read as 1% paper above, for the
purpose of Sec.g8 (g) and Sec, 47(16) A of Kerala Value Added Tax Act,
2003,

-{i) the Roor rate of ‘live chicken’ imported into the state is fixed as
Ninety five rupees (¥ 95) per kilogram.

(#)with regard to day oid chicks the floor rate shall be; rupees forty
five (T 45) per bird plus freight charges In case of “giriraja’ chicks;
and rupees thirty five (T 35) per bird plus frelght charges, in case of
others.

This order will take effect irom 29 August 2013

Saf-
COMMISSIONER

//By orderf{

- -
L__‘.‘__.... -

Joint Commissioner {General) ~

To: All Cencerned
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Act’ion taken Notes on Chs AG’s Reports

arcas of disagreemerit with
reagong for disagreement and - -

i | also atffich copies of relevant

ia} | Deparument .COMMERCIAL TAXES
(b) { Bubjett/Title of the Review Failure to detect evasion
o Pa.rag:;r,_aph ’ )
fc} | Paragraph No. ) 2.11.12.7(1) Absence of
o f uniformity in valuation of day
: ;_ ; ‘| old chicks -
(d) | Reporf No. and Year C8 AG report ended 31.3.2012
11 (a) | Date of receipt of the Draft,
' © | Para/Review in the Department
ib) | Date of Department’s Reply | . o -
m - : CF o o | The department has not fixed a.
- | st of Paragraph/Review | flcor Tate for Day Old Chicks |
: p - : which resulted in under valuation
of Day Old Chicks and escape of
i turnover of Rs.30.42 crores and
B consequent Joss of ‘revenuc of
. £ = . R5.3.84 crores in 2010-11.
v {a} | Doea the Pepartment agree '
with thi facts and figures Yes -
| included in the paragraph?
If not, Please indicate areas of
(b) | disagreement and alsc attach
1 | copiea of relevant documents in
. support .
-4 V. .. {[a} | Does the Department agree -
with the Audit conclusions?
| {b) | ¥ not, please indicate specific

v

: documénts where necessary

S
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Vi _ B " Remedial action taken

T T T T T ioer rakes are Bxed Dased on the maker somdtenT g

i .| lmprovement in _ i considering the uitimate sale value to retail consumers

(&} system and T1'so as to captuire tax. If such goods are declared below
prooedui‘es, including - ‘| the floor rate, then the fldor rate is reckoned for
internal controls. 1. ‘caleulation of advance tax.

) There is & permanent mechaniem  in Commercial
_Taxes Department for recomracndstion of ficor ratc of
live chicken. and Day Old Chicks. The Committee
: consists of DC {Int), Tvm, Elon, DCs of Palakad and
- .| Kasarged.  After analyzing. the market trends and
discussions with trade, the comm:ttee recommends the
“| floor rate. On the basis of the report, Commissioner of |
Commercial Taxes issue necessary orders to fixed the
{ ficor- value. The floor rate- fixed. with the subject to
+| periodic review. Copy of the recommendation of the
committee for Axation ofﬂoor_rate of live chicken and |
Day Old Chicks are enclosed herewith. .

The fixation of floor valie of Day Old Chicks was
mtroduced w.e.f. 1.5:2012 by noticing that the movement
of Day O1d Chicks is increasing. ‘These chicka tre-traded
in unorganized manner to local farmaandita consequent:

sales often escaped the tax net.

'!‘he floor rate fixed for Day Old Chicks is given below,

s

S

L it an

Period .| Day old chicks | Day old chicks
2| iothersy {Giriraja) -
1.5.12 to 28.8.13 Rs.25 Rs.35
29.8.13 to till date Rg.35 . Rn.45

- Regarding the revenue loss wérth Re.3.84 croree, the
| audit observation is not sustsinable by virtue of the
] decision- of the Honile Division Bench of Kerala High
S oo ‘' Court in KMP Timbers and Saw Mills vs.CTI and another

. | [(2012)50 VST 195 (Kerj]. The Hon'ble Division Bench
.| while upholding the validity of the statutory provision
| this is section 47(16A), held "Advance tax is only a
| provisional deposit towards tax and niothing in the Act
*| requires the appellant or any party to pay tax except on
A actual sale price, The value fixed under the circular for
‘peyment of advanceé tax does nét reflect the basis for |
actual liability. In fact, tax is payable only on acmal sale | .

H-price and the appeilant is absolutely free to claim refund

"1 of advance ax: paid if it is in excess over tax Hability, It
i there is allegation of under invoicing, it is for the |

R

as2frsig




138

SRRNE R

assessing officer to estabhsh the same in adjudize-on
! procccdmgs

| Recovery of

overpayment pomted
out by aadit

o Recovery of under

asgesament, short levy

“| or other-dues -

Madification in the.

| schemgs and L
[Programmss mcludmg

financing pattern

Review of similar

| cascs/complete
‘scheme/project in the

light of findings of  * -

‘sample check hy Audit

findings of samp.lc chock
hy Andit

e mne e,
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Action taken Notes on C& AG's Reports

(8) [ Department ) TCOMMERCIAL TAXES
(b} | Subject/ Tltlc of the Rmew F‘a.llune to detect cvasion
(c) Paragraph No. ~F 2.11.12.7{2)

-with the Audit conclusions?-

.| (d} + Report No. and Yeay C& AG report ended 31, 35012
J1 ‘fa) | Dete of receipt of the Draft
- Para/Review in the Department:
-__[.tb} | Date of Department’s Reply BB . -
m |- R [ The department has not fixed a
Gist of Paragraph/Review | floor rate for Day Old Chicka |
: o b which resulted in under valation |
t of Day Old Chicks and escape of
. -k | turnover of Rs.30.42 crores and
; £ consequent loss of revenue of |-
: i Ro.14.B7 crores in Special Cle, |
: i Palakkad in the .case of an|’
§ ‘assessce from the year 2006-07 to
£ 10-11.
IV 1ia) | Does the Department agrec - )
" | - [ with.the facts and figares - | Yes
- included in the paragraph? :
{ - |Unot, P.lease_indicm_a:easof'
{b} | dieagreement and also attach
copies of relevant documentsin .
‘support - 3
V' {{a) | Does the Department pgree -

by

If not, please indicate specific
areas of disagresment with
reasons for disagreement and
also attachicopies of felevant
documents where pecessary -
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vl ‘Remedial action taken
: " The fixation. of foor value -of Day Old Chicks was
Improvement m introduued w.ef 1.5.2012 by noticing that the movement
@ | systemand ‘of Day Old Chicks is increasing. These chicka are traded
- | procedures, inciudixig "in unorganized manner to local farms a.nd its consequent
internal controls. salna often escaped the tax net,
) k. The floor rate fixed for Day Old Chicks is given below.
‘d Period Day okl chicks | Day old chicks
: ' - Aothers) {Giriraja}
! 1,5.12 to 28.8.13 ‘Rs.25 Ra.35
: $ 29.8.13 to till date Re.35 Re.45
“ " Regarding the revenue loss worth Ra.14.87 crores in
;Specuﬂ Cle, Palakkad in the case of a dealer {M/s.Santhi |
’Pouluy Farm [id, Pkd) from the 06-07 to 10-11, the |
Saudit obaervation is mot sustamable by. virnie of the
T _ﬂeamanoftheﬂonhlemwmonaenchof!{emlafhgh
Lourt in KMP Timbers and Saw Mills va.CTI and another
. {(20 12150 vsT 195 {Ker)j. “the Hon'ble Division Bench
- whﬂe upholding the validity of the statatory provision
;h.w is section 47(16A), held "Advance tax is only a
depoeit towards tax and nothing in the Act
sthesppcﬂnntoranypartytapaytaxmcpton
(b} - | Recovery of everpayment :
painted out by sudit’
Recovery of under '
() assessment, ahort levy or -
other dues ,
" Miodification in the achemes | : N
L) - and programmes inchiding |- '- -
. financing patiem 5
(&) | Review of similar P
casescompleic
acheme!pro;ect in, the ‘I.lght i
of findings of sample check | * __
.. 1 by Audit ﬁndmggqfaamyle
T T ghisek by Audit

[ FEar !
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Action taken Notes on Ch AG's Reports

COMMERCIAL TAXES

{a} | Department H
“(b) | Subject/Title of the Review Fai.lure to detect evaaion
__ | Paragraph i
{c) | Paragraph No. v 2,11.12.7(3) Sale ofclucken
: : ‘through Kugjupally checkpost
. 10 Mahe
: () | Report No. and Year C& AG report ended 31.3.20 13
il |(a) | Date of receipt of the Draft
| | ParafRevicw in the Department |
: -| (b} | Date of Dcpanments Reply
1 ﬂwrewa,gencraltendencyammg
: Gist of Paragraph}' R.emew denlers in  cvasion  prome
i commodities té evade tax through
P } new methods. Identification of
4 such attempts of tax avoidance ia |-
posaible only through constant [
“‘murveillance  and  intelligerice |
T operations and issue of neceasary.
: ) L o guidelinea to curb such prectices.
IV | (a) | Doca the Department agree - - i
: with the facts and figures Yes.
| included in the paragraph? '
| | I not, Please indicate arens of
| (b) | disagreement and also attach
copica of relevant documents in
support -~ - H
V | ({a} |Poesthe Depa.rl:mm‘t a,grce -
) with the Audit conc

NiL3

1f not, please indicate | specific -

masofdxsagreemmtwuh

.| reasonas for dmag:eement and |

alsb attach copies of relevant

‘doguinents where niepessary




142

Remedial action taken

 [a)

- Improvement in system

and procedures,

. including iriternal
controls,

‘It is true that a considerable portion of tive ehicken
transported to Mahe are being sold in Kozhikode and
‘Kannur districts. It is reported that the entire goods
iconsigned to Mahe from Tamil Nadu State are actually
crossing the CTCP, Kunhipally and reach there. The
recommendation of AG to shift the checkpost to
:Azhiyoor Chungam, the place where the check post was
earlier functioning is not found feasible to curb tax
lewasion -as there is a major road which starts from
'Kimhipally, passes to through Mahe and finally connect
w1th Nadapuram and Kuttiyadi. Hence findings of the
,AG that Komjupally checkpest is to be shifted to

: Azl-uyuor Chungam, the place where the checlcpost was
‘. funcuomng earliet is not feasibic to curb the amuggling.

. Mahe is a small ares surroundsd by the Kerala
rSi‘atnz . At'present there is around 40 bye routs through
whl.ch goods like chicken, s¢lectrical goods, . foreign

‘rhquor, -ghee, sanitary equipments and tiles are

_._;amuggled into the state. Mahe being. s thickly
populatad area, there is na place for the int. squad to
'h.lde out and catch the goods while simggling, The only

{ operation is to conduct surveillance thropgh boarder
-areas and intercept the vehicles coming across,

 There has been severe obstruction from the side

T af smugglers as well as the iocal people who are very

“sensitive and-aggressive. There was court directions
-from Hon'ble High Court on several occasions towards
 discouraging the trapsport of goods to Mahe through
Kerala by registered dealers who got registration from

" FMahe. . Now the smugglers are practicing the modus

opc:'and.l of transporting live chicleen in small quantities
‘and even some times taking chicken after converting
into meat. Intervention from the side of the public
La.ga.mst detention of goods leads to police cases in so
‘many thmes.

Though there has been atiff obstruction from the
 side of smugglers joining hand with the local people the
no. of chicken leads transported to Mahe area has come

| dlowm a3 showm below.

-
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_n-12
1787

10-11
1901

2008-09
2410

09-13
2109

8o also collection from live chicken from the Int.

‘side {intelligenice squads of Kozhilkdkode, Kannur and
| Mahe) has increased, The year wise detnile of increase

in cotlection fromy live clucken is gwen below (Rs. in
lakhs).

2008-09  09-10. 10-11 11-12
53.68 . 69.62 62.78 ‘50,56
"The DCQ); Kozhikkode has been dirccted to

arrange for special drive during festival seasons and to

| intensify the routine strveillance operations by uuhm:g
__themtdhgcnce aquads of other districts alsa.

()

Recovery of
overpayment pombed
out by andit -

Ley

Recovery of unde‘_r

asaessment, shoit levy

-ar other dues

@

Modification in the
achemes and programmes

“including ﬁnancmg
‘| pattern

. '._{?]

Revtewofs@dar

‘I cases/ complete
-} scheme/project in the
light of findings of sample |

check by Audit findings of

| sample check by Audit
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Pl with the Audit conclusiona?

| Action Notes on Cl AG’s Reports
i faf Department COMMERCIAL TAXES
i by Sub_;ect/ T1t1e of the Review Encouragement of evasion
, - | V|Paragraph through regularization of hogus
i 3 : C/F forms
{ ] ick| Paragraph No, | 211128 _
i - i {db| Report No. and Year C& AG report ended 31.3.2012
III_ {af | Date of receipt of the Drait R
i . F| Para/Review in the Deparitrpent
R bk | Date of Department’s Reply o o
| 1B . - The Govt. has stated that -the
il E | Gist of Paragraph/Review Int.wing has been strengthened to |
E 3 S effectively to prevent the evasion
E _ activities, The department way
1. . give moat pricrity to honest trade
_ ; prectices by ensuring timely and
D ‘| #trict action agsinst violation. of-
- the Act and initiate measures to
s E, . strengthen  control system  and |
k. . ) avoid tax evasion.-
v {a). | Does the Department agree
P | with the facts and figures Yes
i| included in the paragiaph? )
1 14 Hnot, Flease indicate areas of
{b) | disagreement and aiso attach
© 11 copies of relevant documents in
..t I'suppaort
V | (aff] Does the Department agree --

1 irot, please indicate specific
1 areas of disagreement with

| ‘also attach copies of relevant

reasons for disagresment and

- § documents where necessary
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, i . N
VI : ' Remedial action taken
. : o " ) .
: R ] There is no permanent establishment to cross |
prave verify interstate’ movement' as & matter of routine ;-
- Lmd ____gwntig_syatzm ___wor}q.kzthe.present__gq’enaxio. teams are formed only
{ an procedures, for . specific cases as -reporied by the Deputy
: including interpal .. ! Commissioner/Deputy Comumissioners (Intelligence).
controls CE The -department - has conducted  interstate |
': = | investigation on fake declaration forms during VAT
2 period In specific areds like cashew, Flywood, Pepper
; ;E‘ "and arecanut and this has yield ponsiderable
B E - revenuc to the department.
i P . The concessions ennounced as a part of package
H o marde- in ‘the budget speech by the Hon'ble Finance
B | Minister was to weive penalty interest and all amount in
£ excess of 4% which was due and leviable under CST Act
. L | as on efie time measures. Accordingly, an amount of
: E Ra.22 crores was collected during 2008-09. Regarding |-
: [ Vacfion to regularize the use of bogus C/F forms, the
i H | department have mandated online downloading of
; L .| statutory forma and have developed a centralized
: 5 " leystem of issuing statutory forms through online.
; Lo CTINXSYS is. the nation vide centralized date basc of
: ¥ statutory. form issued by differerit states which can be |-
L used to cyoss verify the forms issued and received by
e : : : different states. .
{b) | Recovery of aoverpayiment
" painted out by audil -
. Recovery of under :. -
aasesament, short levy or | -
(c) other dues lfry .
. o[~ Modificstion it thé Schemes
() | and programmes inshading -
1 '|fnancing pattern -
{e) | Review of similar
[} cases/complete ' S
- .scbemiproj'ect.mt_%cljght . S : .
of fndings of sampigcheck | . : : _
by Audit findings of Bample '
chock by Andit - §. -
?\:\n‘;‘ .

As2ioeig.
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Action taifen Notes on C& AG’s Reports

- {al [ Department ¢ i COMMERCIAL TAXES
ib) Subject{'hﬂc ’hfthe Review | Tnaction on bagus statutory
1 Pa:ra,graph _ ¢ forms detected by the
I Department
(© Pamgmph Ne. 2.11.129° C
- {d) | Report No. and Year C& AG report ended 31.3.2012
1 laj DaxeafrecmptoftlmDra.ﬁ; o :
i . Para/Review ixi the.Department.
D (b} j Date of Depadtment’s ‘Reply ' .
m s The department did not take |
Gist of Pa.ra.gr‘nph} Review  |any action 'to recover the tax of |
DR : 5.30.crores recoverable in the |
-t cases ' involved  in the.
. ‘ .| verification of i mvestlgatmn wing
S S : & Tregarding evasion by use of
10 C 3:' - bogua CfF forms.
IV . i{a) [Does the t agree
' ‘with the facts and figures ) Yés
included in thqpmaph‘? L
o If niot, Flease indicate areas of
- (B ﬂwt a.nd also-aitach .
i coples of relevant documents in
B £ e . mmt -
v | (a} | Does the Depa:tmr:nt agree -
) with the Audit (nchisions? .
fo} { ¥ net, Blease indicate specific
areas of disagreement with
- | reagons for dishgreenont and
elso artach copies of relsvant
documents whére necessary

i
-
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‘Remedial action taken
S P

o TEL-_ department has cenducted interstate

- piovement-in & H investigation on fake declaration forms during VAT
[all' . I::ld proc edu:-:: sgzgtcm period in specific arcas like cashew, Piywood, Pepper

: o vk | afid arecanut and this has yield considerabie

' | inchiding 1ntcrna] | reyenue to the depa.rtment ]
' 'contrnls :

: B Regardmg investigatian conducted in - the field of
caghcw the results were handed over to the Dpe, Koltam
for' utilization. of materiale in the assessment and

Rs.22 crores.” Iri the field of plywaod the
reports of investigation condacted was handed over to
: ttwg DCa concerned for utilization of .maierials while
o conipleting assessments. The financial resultmllb:
: I mi'm'mcd shortly.
{b) Reocwm'y of wm'paymgnf &
pointed out by audit i X
© | Recovery afunder | Tt .
[c] | assessment, short levy on’ o
. ‘| other dues ;
Modification in the echemes ™|
{d)- and programmes including R
fnancing pattern. -
(e) - | Review of dimiilar ,
casce/eomplete '
schemi/ project in the hght .
) nfﬁndtn;unfmplecheck -
'byﬁuditﬂndmgaohample.
-checkbyAuﬂl.t
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Action taken Notes 65 C& AG_’s Reports

' (aj.

TCOMMERCIAL TAXES

Deparhnent
(b) Suhject/‘l‘itle of the Renew _ | Delay in revision of flodr rate in
_{ Paragraph . : Tespect of plywood
{c} | Paragraph No, ; 2.11.12.10 :
(d) | Report No. and Year C& AG report ended 31 3.2012
‘1 | (@) | Daic of receipt of the Draft '
| Para/Review in the Deparunmt
- {b) i Date of Departments Reply : ) S
i o The floor rate on plywood were
Giat of" Para,graphfﬂewew revised only in November 2011
¥ even though the matier was got
o o the notice of the department
: in April 2010.. The delay in|
revision of floor rate has
. X resulted in short levy of Re:2.02
R crores during 10-11. :
V' -|(a} | Docas the. Departmcm: agree - :
: with the facts and figures © | veg
included in the paragraphy
.. | ¥not, Pleasé indicate areas of
' (b) [ disagreement and alsa attach -
.| copies of relevant doeummta in
. . { support
V. ' {{a) [ Does the Department agree -
: ) with the Audit conclusions?
{b}-| If not, pleans indicate specific
aresas of disagreement with
.1 [ reasons for disagresment and
: also attach copies of relevant
| S documents where neceseary
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Remedhl action taken

E @

' | controls.

1 Improvement in system
and procedures,

including internal |

| impleméntation of the circular.

Tb.cﬂourmteu[plywnod,marmep]ywood ﬂush

door and black board werem-ﬁxednspcrthenmular

No.24/2011 dtd.15,11.20G11. Subseguently, the trade

_representatives approach the Govt: and it was brought |

to the notice that the floor rate fixed by the department

| is tao high when compared with the prevailing market

rates. As per Govi letter No.26246/B3/11/TD
dtd.29. llmlhumdarectedtokeepmabeyanccthc
Accordingly, the’
department had issued direction to. all aithoritica
cmcemcdtokacptheimplemmtanmutthcsmd
mularmaheyanceuntﬂﬂxr;hermﬁers '

' In’ the. cireumstasices, considering further report

‘| of the comumnittee and in super cession of the above

order, the floor rates were re-fixed aa’ per - circular |
No.16/2012 dtd 8.6.12 takes effective from 11.6.2012,
Ithadoametot.henouoeofthedepammtthat

‘price of the commodity is showing en increasing trénd

in the marloet. - The commiittes held its next meeting on
26.6.2013 - and submitted its recommendations on
272013. Based on this, ficor rates are agsin revised

| vide circilar No. 16f2013 did 21.8.2013 takea "effective
| from 26.8.2013. ’

Regardiag the revenue loas wurr.h Rs.2, 02 CTOTES
dumg 2010-11, the au_:ht observation = is not
sustsinable by virtue of .the decision of the Hon'ble
Division Bench of Kerala High Court in KMP Timbers
and Saw Mills va.CT! and. anothér [[2012]50 VST 145
(Kﬂ'}]

5

Recovery of
overpayment pomtcd

out by audit

)

Recovery of under
assessment, short levy
or other dues
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L



‘documents where 1ECEASATY

1 Depanngcnt COMMERCIAL TAXES
oY § Subj 'htle of the Rev:ew No co-ordination between the -
o Psragr : .lntclhgenoewingandthe
' P | assessment wing.
1) | Paragraph No. 2.11.12.11
£{d) } Report No. and Year Cl AG - reportendcd 31 3 2012
“ [ T{a) §Date of fotipt of the Draft
| . | Para/Refiew in the Department
L] -Datc-af E:ieparment's Reply. !
R T nwasfaundthatmeaovt did
) 'Gistpf aragraph}Revww not evolve the mechanisim |’
X _whcrcbyamctam:moomdbe‘
: _ E -j taken - against dealers who'
iy 2 indulged  in - fraundulent
W | {a) ;Does ths[Departmentagree B
. [with the and figures Yes
’ fmchlded.mﬂ'lepmgraph?
- | ¥not, Emmd:cateareasaf
ol dlsagreememandalaouttanh
) U [ eopies oﬂrelwant documents in
Lo f isupport ¢ :
v {a) { Does thqDeparl:mcntagree -
| . wuhthe;&nd:tconclumna?
['{B} LIf not, pl¢ase indicate speclfic
: Larcas ofdmagreemmtmth
'reasonsfvar disagreeraent and
b alsoatt&@;oopxes of relevant
L
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iRemed.ial action taken

_(aJ

.-Improvemcnt in system
and pmcedqres
mch.ldmg m?emal

"'"'. [Eoey

-
i
N

AR TR

g e *4'."‘*.-;%-*:"1"'-"!""""“".‘ ELITP AT S Ty

F
f
£
i
:

e
b

13

| deaters. .
) ThefomlamnoonmonncInt Wing welf

'-"V?"\f‘-"-.'-'-'!?"”ﬁ‘ '@‘._(‘.',‘;.m!?‘.'h—._-_'j’._:,-.'< LA

Inthiapara,AGhaspomtedoutmaspects,m lack

of co-operation between. intelligence - wing and

assegsment wing and delay on ihe part of department in |
'| Bxing floor rate. Regarding lack of co-operation between
} intelligence wing and assessment wing, there is specific |
d:rcchm&omccrdunngthcremcwmectngnfsemor' :
officers; of the deparl:.me.nt that the intelligenee officer; |

-IAC{} and DC{l) shall internet with their counter part on
bilateral jssues for augmentation of revenue and. that

the intelligence wing will also be held responmble for

‘poorpez‘fomnneeof assessment wing, '
- With the introduction of KVAT the ofﬁm of the
| Int.wing can alav access KVATIS information. They are

also provided access to KVATIS through laptop and data
card for live information of documents such as online

| downloading of delivery note, Form 8F & 8FA, iax
paymentdctaﬂs return details, annual stal:emmts such {
1as cloging stock mventmy 13, 13A ete. For data

integration with other. agencies Rlee IT department,
Custnmademun]MDcpanmmtetc the CTD
in verifying the pan details of all dealers. Pan is a single
datamtltythatcanheusedtomnﬁrthedealer

| particulars in these external eystem. Department is
‘going ahead with signing of MOU with the Director |

General of Foreign Trade for the exchangc of Blectronic
L Bank reconcilintion ceftificates so as to emable to
exarnine the export and import deta.l.ls of all regiatercd

i8.11.2013 is with a view to provide a check mcasure to

| the non ugilization of secondary dates for scrutiny -of
. retut'ns filed by dealers.

Reg;a:dmgdelaymﬁxmgﬂoorram separate

. comrmittees are constituted to submiit recmnmendat:ona

of floor rate on evasion prone commodities ance in every

three months, considering request from * various )
Co qumters thers may be some delay in’ refixing ﬂoor price.

of certain z:ummod:t:cs

EEL 8

ts L



-
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3. Gmt of Pamgrapthevlcw

i .- Action n Notes on Cé& AG's Reports
| (=) 1 Depamnent COMMERCIAL TAXES
T ilb)E ﬁubpqt{'l‘itlc of the Rev;ew Bummary of Recommendations
.t | FfParagraph . ! '
{{clg}-Pavagraph No: _ 2.11.12,12 -
b1 | {dR] Report No. and Year. C& AG. rcport ended 31 .3.2012
AR -{a} Date of receipt of the Draft
: . Pwkemwmmencparhacnt
--[b] Dawomepamnens s Reply T T
. 1} Resteration of audit assessment

wing, CI wing, strengthening
of Internal Audit Wing,

_ 2 LDD%scrutmyofaxmual

;ﬂmamf h

iR
i
] ' retums.
. I 3) Developing syst;em for
: obtaining information from |
: [ - other department
! | 4} . Stringent action againgt
- i O] misuse of form No.16, - RE
qer 3 " .18} Assessment of intangible and
IBE i ' incorporeal goeds as featured
¢ in the Maharastra VAT Act.
i '6)  Timely fixing/refixing Soor
o . ' rate evasion prone
! : ) __tommodities,
Tov — '[a]. DnesthaDapa:tmentng‘mewlth T
ER _theﬁaclxandﬁgureamc!udedm Yes
L the paragraph? - i :
B | If not, Plegse indicate areas of
: | disagreementt and ajso attach.
capies of relcvaut dﬂcuments in
-1 (a) B Does the Depal’tment agmc with -

arega- uf aﬁame:mmt with -
reasons for disagreement and also

Eattach copira of relevant

documents where necesaary

-~
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sample check by Audit

iovI ‘Remedial action taken
z. .
_ i ‘l‘herecommmdaumaoftheAGlsanswuedhelow
t Improveinent in system _
“ |{a). ' and procedures, d). The department Has decided for restoration ‘of
£op including ifiternal  Audit Assesament Wing to ensure compliance of
e contrals. . . ) - provisions of Acts and Rules.
%’ S b Thedepartxncnthasmnshtutedmcunmcmt.
i Wing Jor obteining information periodically from
b other departments and ¢ross verify the saine with.
Y KVATIS.
E -¢] The 1B wmg of t.he depanmcnt has besn
g ; " entrusted with the work of investigation of goods
F" trzmsportedundﬂthecovcrofFomlﬁ
d} Tho scopa for levying tax ‘on ‘intangible and
i incorporeal goodsw:llhemminedanﬂsubmt
3 report to the Mﬁgpendmg on the introduction
. of GST Act. -~ N
-e]Actionm]lbetalmntoﬁx}mﬁxﬂoorratesm
2 evasion prone commodities periodically o as the |
: " avoid evasive namre ' of revenue by
- { (b) | Recovery of overpayment - S
¢ | | pointed out by sudit
g Recovery of under
*{ic) |oassessment, short Ievy or -
v - | other dues '
Modification in the )
*_1{d)..] schemes and programmes -
- including financing
il pattern '
. 1 {e} - | Review of aimdlar
i cases/complete
scheme/project in the
Bl light of findings of sample . - Y
st -check by Audit findings of

P
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APPENDIX 111
APPENDIX FROM AUDIT REPORT
Short Levy Of Tax Due To Suppression Of Imports In Respect Of Cashew Dealers
(Para 2.11.12.4)

(T im lakh)

i AM Cashews 22020223104 . .
i Alphonsa cashew 32030233512 008 |- 21.7% o000 T8 003 3104
mdustrics
i Asdatic Bxporl 32020218764 1695 1673 £71,650 33107 00G TdT 46
L ‘terprises : :
r sociated Cashew 32246225 169 198.06 4755 18332 000 430,82 -
Ingugirizg :
Mits Anis Cashews 32020232282 1047 | 4968 | 12691 22054 | 1044 457,03
Beens Cashew I2D2IRTH 130 0.00 0,00 14.22 [iXi 53 15.52
Company .
Clyssic Cashews - 32020281325 6. 006] 6805] 86 (15} 15124
Kerzla Nul Food 32020213724 095 H6.29 32741 | - 651.14 1953¢ 1321.17
| Compuny i :
Krishna Giri Cashews | 3220225973 .00 (Y3 0| 7430 000 2537
Lal Cashew Faciory | 32029258522 1342 0.00 0.00 €.70 300 1972
M Abdu) Rahwmen AMO02E5507 000 182.63 55.T4 21728 G200 51765
Kanju
Teniel £ achew 20288705 000 00| 2338 | 13081 000 15605
Fuctory .
Prukash Expors 32020222162 | IBsd| Mel4| MTEZ| ZINsE 62758
| Prasaniin Cashow 3203027054 AT [ 16634 000 | 26808 |  ODO 46049
 Company . _
Clon Export 328202315234 OR4 112.52 P28 | 31492 19063 25819
Emcerprises [
+ Rujan Uashew 32020201384 0.00 000 pO0 [ 3699 0,00 3695
{ Company -
1 Ray Kunmr hrpex 3020260952 18491 3469 M08 21413 5512 T16.90
i Private Limited :
i 51 Pauls Cashew | 32026381202 G.00 0.00 .00 234 400 £.84
Foctey
| Sunioed Corpontion 32020279255 400 10383 | 23231 18536 | 18352 A3
| Sai Bxport 3020219753 | 3336 | RIXD| 6878 | 05.78| 15393 64795
plerprises -
| Sreelekshmi Cashew | 32020008684 174 0040 454 62 54546 ) 20425 120433
| Comuonation
; The Kerala State 35000271222 000 0.00 006] 7945 000 05
{ Cashew Development
!‘ Curprtaiion
' Vimyalaxmi Cashew | 3000285386 000 [ 16438 | 1,622.66 | 142637 | 1p0S.65 421843
! Company i
; Tomk 62948 LAGRSS | 3790.7Y | SAH | 22TTI9 | 13451138

i 3
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