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OFFICE OF THE COMMISSIONER OF CENTRAL EXCISE,

                 CHENNAI – IV COMMISSIONERATE

      692, ANNA SALAI, MHU COMPLEX, NANDANAM, CHENNAI – 35

C.No.III/10/240/2010-IA
 



                           Dated:  09.06.2010
MINUTES OF THE 77th INTERNAL AUDIT MONITORING COMMITTEE MEETING HELD ON 31.05.2010 AT 11.00 A.M. AT CONFERENCE HALL, CENTRAL EXCISE HEADQUARTERS OFFICE, CHENNAI – 600 035.

1.
The Internal Audit Monitoring Committee Meeting for the month of APRIL 2010 was held under the Chairmanship of Shri.S.N. BALAKRISHNAN, Commissioner of Central Excise on 31.05.2010.  The Audit Groups, Range Superintendents and the following Officers were present in the meeting. 

   S/ Shri 

1. A. Hussian Baig, Additional Commissioner (P & V)

2. M. Jayaraman, Additional Commissioner (Audit)

3. V. Geetha, Director (Cost)

4. P. Kasturi Raj,  Deputy Commissioner / Poonamallee Division.

5. E.E.J.Prem Ananth, Deputy Commissioner, Guindy Division.

6. P.Anbazhagan, Assistant Commissioner.

7. C.V.Mohankumar, AssistantCommissioner (Audit).

8. Sanjay Kumar, Assistant Commissioner, Maduravoyal Division.

9. Puroshottam Gupta, Assistant Commissioner, Chrompet Division.

2.
The chairman welcomed the audit groups and instructed the  following :

The Audit groups should raise clear and legally sustainable objections. The Audit groups should give more emphasis on realization of the amount detected. They should convince the assessee to pay the duty and  also recover the interest amount wherever applicable.
3.
The CAS-4 Certificates furnished by the assesses should invariably got verified by the Director (Cost). 

4.
The audit groups should complete the audit of units scheduled for the month and submit the audit objections by the 5th of the following Month.

5.
Thereafter, the following audit paras, raised by the audit groups were taken up for discussion. The  brief  facts of the case were explained by the concerned Group Superintendent  and on the basis of facts explained by them decision was taken in the Monitoring Cell  Meeting which are detailed below.
CAAP-I

M/S.SHARDA SEJONG AUTO COMPONENTS (INDIA) LTD., SRIPERUMBUDUR-602 105.

Para-1: 

  During the course of Audit, it was noticed that the assessee had raised Supplementary Invoices due to price enhancement during the years 2007-08 and 2008-09 and had paid differential duty but had not paid the interest on the same which is payable as per the provisions of Section 11AB of the Central Excise Act,1944  The interest works out to Rs.22,338/- for the year 2007-08 and Rs.1,67,044/- for the year 2008-09.    On being pointed out, the assessee had accepted the Audit’s view and  paid Rs.1,89,382/- through electronic mode of payment on 04.05.2010.  

Decision: Since the party had already made the payment of interest, the  para was approved and settled.

Para-2: Disputed Para – Hence detailed at Point No. : 6 .
Para-3: Sub-Para (A) -  During the course of Audit, it was noticed that the assessee had taken Cenvat Credit on ‘Support Column’ under Capital Goods ” by mentioning the items under TSH “82079090. Whreas, the said goods  are  correctly classifiable under TSH 73089090 . The goods  cannot  be  defined neither as Capital Goods as per Rule 2 (a) of CCR, 2004 nor as inputs, in view of  Explanation- 2 to Rule 2(k) of Cenvat Credit Rules, 2004. The ineligible Cenvat Credit availed on the ‘Support Column’ works out to Rs.29,598/-  [BED-Rs.28,736/-, Ed. Cess-Rs.574/- and S&H Ed. Cess-Rs.288/-].

On being pointed out, the assessee accepted the audit’s view and reversed Rs.29,598/-  in their RG 23A Pt.II vide Sl.No.17 dated 22.05.2010.  The interest is not yet paid.    

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered with in 10 days. [Action: (D.C. Poonamallee Division)].
Sub-Para (B) -   During the course of Audit, it was noticed that the assessee had taken Cenvat Credit on Plastic Crates during the period from November,2008 to March,2010 as Capital Goods.  The said goods are neither capital goods nor inputs  as per  definition under Rule 2 (a) &2(k) of Cenvat Credit Rules, 2004,  The availment of such ineligible Cenvat Credit on Plastic Crates works out to Rs.4,760/- [BED-Rs.4,621/-, Ed. Cess-Rs.93 and S&H Ed. Cess-Rs.46/-]. The assessee did not accept the audit point.
Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

Para-4: Disputed Para – Hence detailed at Point No. : 6 .
Para-5:  

During the course of Audit, it was noticed that the assessee had made provision for payment of Royalty to their foreign collaborator M/s.Sejong Industrial Co. Ltd., Korea  to the tune of Rs.58,38,789/- in their Books of Accounts for the year 2009-10. The assessee had to pay Service Tax under the service category of “Intellectual Property Services” on the provision made for payment of Royalty charges to their foreign collaborator  in terms of  Section 65 (105) (zzr) read with Section 66A  of the Finance Act,1994. which was not yet paid .   The Service Tax on the above service works out to Rs.7,65,203/- [Service Tax-Rs.7,42,916/- + Ed. Cess-Rs.14,858/- + S&H Ed.Cess-Rs.7,429/-].  On being pointed out, the assessee accepted the Audit’s view and have paid  Rs.7,65,203 through electronic mode of payment on 31.03.2010.  

Decision: Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].
Para-6: 

During the course of conduct of CAAP audit it was noticed that the assessee had manufactured and cleared components viz.  Manifold Catalytic PA Kappa, PB KAP MUFF ASSY FRT DOMESTIC, MUFFLER COMPLETE DOMESTIC PA etc to M/s. Hyundai Motor India Ltd., on payment of duty by assembling items viz. “Catalyst” and “Manifold” supplied by M/s. Hyundai Motor India Ltd (HMIL).  However, it was noticed that  the supply of the Catalyst and Manifold by the customer to the assessee did not take place on sale basis as the customer did not remit the requisite sales tax and the invoice under which the item was supplied was termed as “Job Order”.  In as much as the supply of the item by the customer to the assessee did not take place on sale basis, the true intrinsic value of the said goods included in the cost of production of the finished goods mentioned above is not in order and, the landed cost of the Catalyst has to be determined in terms of the guidelines issued by the ICAI.

The true intrinsic value of the said finished goods undervalued to the extent of 4% on the basic value of the Catalyst and Manifold resulted in short payment of duty  which works out to  Rs.70,08,983/- (BED) and Rs.2,10,269/- (3% Cess). The assessee, did not accept the audit point  and decided to contest the issue. 
Decision: The para was discussed. The Chairman directed the audit group to refer the issue to Director (Cost).   [Action. A.C. (Audit)].
Para-7: 

During the course of conduct of CAAP audit it was noticed that the assessee had availed Cenvat credit in respect of some of the inputs where MRN was not raised. The actual receipt of the inputs was not accounted in the MRN register. The anomaly in the accounting system of the assessee has resulted in excess availment of Cenvat credit to the tune of Rs.6,39,475/-. The assessee did not accept the audit point.
Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action D.C. Poonamallee Division).
Para-8: 


During the course of the CAAP audit, it was noticed that the assessee had rejected certain Inputs and recovered the amount from the respective vendor by raising Debit Notes. But the assessee had not reversed the appropriate Cenvat credit in respect of the rejected inputs in violation of Rule 3 of CCR 2004. which resulted in excess availment of Cenvat credit to the extent of Rs.2,10,621/- 

II.
During the course of audit, it was noticed that the assessee had raised  2 Debit Notes on account of rate difference to the tune of Rs.47,95,149/- and  Rs.8,36,31,391/-. respectively. On scrutiny of the connected documents, it was noticed that the debit notes were raised for the recovery of the amount related to Purchase Returns. 
In as much as the assessee had recovered  an amount on account of Purchase Return of Bought Out Parts from the vendor viz. M/s. Sharda Motor Industries Ltd., the assessee is liable to reverse the proportionate Cenvat credit in terms of Rule 3 of Cenvat Credit Rules, 2004. which works out to  Rs.72,86,346/- . The assessee did not accept the audit objection and decided to contest the issue.

Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action D.C. Poonamallee Division).

Para-9:  

During the course of conduct of CAAP audit it was noticed that the assessee had availed Cenvat Credit in respect of certain inputs twice based on the same invoice.  Subsequently, the assessee had reversed the said wrongly availed credit  of Rs.56,730/-. on their own.   However, the interest of Rs.1263/-  as required under  Rule 14 of the Cenvat Credit Rules,2004  on the wrongly availed credit  was not paid.  The assessee had accepted to pay the said interest.   
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Observation -1: 


During the course of the CAAP audit, on scrutiny of the database relating to Sales Module, it was noticed that the assessee had cleared some of their used Capital Goods to their holding company viz. M/s.Sharda Motor Industries Ltd., on payment of duty. On scrutiny of their sales documents, it was noticed that the assessee had not reversed the duty  as per the provisions of Rule 3(5) of Cenvat Credit Rules, 2004 resulting in short payment of duty. 
At the time of audit, the assessee was unable to furnish the details of availment of Cenvat credit of the said Capital goods to compute the correct assessable value. 

Decision: The para was discussed. The Chairman directed the audit group to refer the issue to Director (Cost) .   [Action. A.C. (Audit)].
Observation -2: 

During the course of the CAAP audit it was noticed that the assessee had cleared some of their imported inputs to their holding company viz. M/s.Sharda Motor Industries Ltd., on payment of duty. On scrutiny of their sales documents, it was noticed that the assessee had passed on excess Cenvat credit instead of reversal of proportionate Cenvat credit. The assessee was unable to furnish the requisite documents to the audit. The excess credit passed on by the assessee should be brought to the notice of the jurisdictional officers at the Customer end to whom the excess credit passed on..

Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action D.C. Poonamallee Division).

CAAP-II

M/s. Wipro Infrastructure Enginneering Ltd., Irrungattukottai

Para-1: 

During the scrutiny of Database of Cenvat input register reflected in the ER-1 returns for the year 2008-09 & 2009-10 containing the details of raw material invoices, it was noticed that the assessee had availed Cenvat credit in respect of certain inputs twice on the strength of same invoice/Bill of Entry.  
When the above discrepancy was pointed out, the assessee agreed and reversed the irregular Cenvat Credit availed to the tune of Rs.43,514/- (BED Rs.42,250/- + Ed.Cess Rs.845/- + SHE Cess Rs.419/-) vide Cenvat S.No. nil dated 21.5.2010. The interest is not yet paid.

Decision: Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para-2: 


During the scrutiny of ER-1 returns it was noticed that the assessee removed Capital goods as such without payment of duty. Further verification revealed that the assessee had reversed the credit availed  belatedly  but interest was left unpaid.  Appropriate  interest @ 13% per annum is liable to be paid on belated payment of duty as per Rule 14 of the CCR 2004. The interest amount works out to Rs.2,61,446/-and the assessee agreed to pay the interest.
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para-3:

During the course of audit it was noticed that the assessee had availed Cenvat Credit under Rule 16 of Central Excise Rules 2004 on returned/rejected goods valued at  Rs.42,781/-. The assessee was unable to produce records for such receipts and they failed to correlate the receipts and  disposal/clearance of the said rejected/returned goods. The duty on the afore said returned goods works out to Rs.8,745/- (BED Rs.8,553/- + Cess Rs.128/- + SHE Cess Rs.64/-). On being pointed out, the Cenvat Credit so availed was reversed by the assessee vide Cenvat a/c entry dated 21.5.2010. The interest works out to Rs.2,243/- .  The assessee agreed to pay the interest and sought time to pay the same. 

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para -4:              

              During the scrutiny of Cenvat Credit availed in respect of Capital goods  it was noticed that the assessee had availed  Cenvat Credit on  Plastic Crates, Canteen Chair & Compressor for A/C fitted in their office.  The said goods are not Capital goods used in or in relation to the manufacture of finished goods and the credit so availed is liable to be reversed.  On being pointed out, the Cenvat Credit amounting to  Rs.21,216/- (BED Rs.20,598/- + Cess Rs.412/- + SHE Cess Rs.206/-) was reversed by the assessee vide Cenvat a/c No. dated 21.5.2010.  The interest is not yet paid.
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para-5: 

During the course of audit it was noticed that the assessee had availed ineligible Service Tax credit on Services like Outward Freight, Courier  Services, Fumigation Services, Coffee/Tea Vending Machine Service,  etc. The ineligible credit availed amounting to Rs.3,54,975/-. The assessee agreed with the audit objection and  reversed the  credit amounting to Rs.3,54,975/- vide Cenvat account  dated 21.5.2010. The interest is not yet paid.
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para - 6: 
During the course of audit  it was noticed that the assessee had availed  credit of Capital Goods on  Steel Racks falling under Chapter Heading 73012090.  The said goods do  not qualify as  Capital Goods in terms of the definition vide Rule 2 of Cenvat Credit Rules 2004 and hence the credit availed on the said items is inadmissible.  The ineligible Cenvat Credit availed works out to  Rs.2,69,813/- (BED Rs.2,61,954/-+ Cess Rs.5,239/-+ SHE CESS Rs.2620/-)
On being pointed out, the assessee reversed the said amount vide Cenvat a/c No. dated 21.5.2010.  The interest is not yet paid.

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para - 7: 
During the course of audit it was noticed that the assessee had sold Scrap to the tune of Rs.43,94,516/-. Whereas, the clearances of scrap shown in the ER-1 returns works out to Rs.34,38,027/- which includes the value of dutiable Iron Scrap falling under chapter heading 72043000 and non dutiable Scraps (Wooden scrap etc). Hence there is a difference of sale value to the extent of Rs.9,56,489/-.for which the assessee is liable to pay duty @ 14.42% ,which works out to Rs.1,37,926/- (approx). The assessee did not accept the point contending that the difference related to sale value of wooden scrap.
Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

Para - 8:

During the scrutiny of Trial Balance for the year 2008-09 & 2009-10, it was noticed that the assessee had paid labour charges to  various sub contractors for the job work done by them like Heat Treatment, Cutting, buffing, coating etc. The Service so rendered  by the job workers attracts Service Tax under “Business Auxiliary Services”.  It was ascertained  that the said job workers had not registered even after crossing the exemption limit of 10 lakhs. 
Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Para-9: Disputed Para – Hence detailed at Point No. :6 .
Para - 10: 

During the course of audit it was noticed that the assessee had Written down Scrap to the tune of Rs.1,32,96,467/- &  Rs.82,90,509/- (scrap others). The assessee informed  that it pertained to sale of non dutiable scrap which was not being shown in their ER.1 Returns.  But the assessee could not furnish  any documentary evidence to  prove the removals of non dutiable scrap. The duty liability on the value of works out to Rs.17,78,767/- (BED Rs.17,26,958/- + CESS Rs.34,539/- + SHE CESS Rs.17,270/-) The duty amount could not be quantified due to existence of  different rates of duty during the year 2008-09.
Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action D.C. Poonamallee Division).

Observation: 
During the course of audit  it was noticed that clearances was made  to their sister units in the form of stock transfer. On further verification it was noticed that the assessee had wrongly adopted the value for payment of duty.  Instead of arriving of 110% of cost of production, the duty is calculated on 100% value and then adding up of 10% of duty thereby adopting  a wrong procedure in violation of  Rule 8 of C.Ex Valuation Rules. The assessee were asked to produce CAS-4 Certificates.

Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action D.C. Poonamallee Division).

M/s. Steel Strips Wheels Ltd 

Observation -1  

During the course of audit, it was found that the assessee had imported  5 (five) nos. of Press Machines and parts thereof under EPCG Scheme under EXIM Policy. The said goods were imported at concessional rate of duty vide EPCG License issued by JDGFT, Ludhiana.Out of the above said 5 machines two were transferred to their parent unit in Dappar, Punjab vide Inv.nos.140 dt.23.3.09 and 216 dt.23.6.09.  Therefore, clarification and verification report was sought from Range – III, Dappar, Punjab vide Audit’s C.No.III/10/881 dt.19.4.10 requesting confirmation of receipt of the capital goods in the factory there.  The JDGFT, Ludhiana sent an interim reply vide letter F. No.EPCG – 744/AM-09/LIC/LDH  dt. Nil received by FAX on 3.5.10 stated that the matter was referred to DGFT, New Delhi for clarification.  

The combined duties on the two machines transferred but for the exemption works out to Rs.33,10,674/- It has also been ascertained from the assessee that one more machine has been transferred to their Jamshedpur plant this year.

In view of the above, the R.O is requested to cause necessary verification to determine whether any diversion of goods imported under EPCG Scheme at concessional rate of duty had taken place, and, if so, to initiate appropriate action to recover the differential duty for all such cases of diversion and violation of end use conditions. 

Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action D.C. Poonamallee Division).

CAAP- III

M/s Faber Paints (INDIA) PVT Limited

Para-1: 
During the course of audit  it was noticed that the assessee had availed credit on certain goods which were either directly or indirectly, take part in the manufacturing process. Hence the credit taken is an ineligible one As per Rule 3 of CENVAT credit Rules,2004.The irregular Capital goods CENVAT credit recoverable, works out to Rs.54864/-(BED Rs.53268/-, E.Cess Rs.1065/-, SHE Cess Rs.531/-), interest payable has been worked out to Rs.6492/-. On being pointed out assessee admitted the mistake and  reversed the Cenvat credit  vide debit entry  Sl No 1 in their RG23C PART II Account dated 30-4-2010, and paid Interest vide challan dated 5-5-2010 . 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-2: 

During the course of audit it was noticed that the assessee had availed Cenvat credit twice based on the same invoices The irregular Input CENVAT credit availed works out to Rs.76604/- and the interest payable works out to Rs.6819/-. On being pointed out assessee admitted their mistake and reversed the irregular credit amounting to Rs.11557 /- vide entry Sl.No 51 Dt 30/4/10 in their RG23A Part II (PPG A/c) and also reversed amount totaling to Rs.52704/- and Rs.12343/- in their RG 23 A Part II (APPG A/C) Sl.No 194 and 195 dated 30/4/10, and paid the interest of Rs.7733/-under challan dated 6-5-2010. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-3: 
During the course of audit  it was noticed that the assessee had availed Cenvat credit on services viz., ‘GTA on     expenses incurred by the assessee towards outward freight, and . “Insurance Auxiliary services”, “Life insurance “, which are not eligible input services as defined under Rule 2(l) of CENVAT credit rules,2004.The irregular Input Service credit availed worked out to Rs.19877/- and the interest payable thereon quantified to Rs.1039/-. On being pointed out assessee admitted their mistake and reversed the irregular S.Tax credit vide entry 001 Dt 30/4/10 in their Input Service Credit register, and paid the interest amount under challan dated 5-5-10 and 6-5-10. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-4: 
During the course of audit it was noticed that  assessee, had  cleared trade samples and removed samples for testing purposes, without payment of duty and without raising  invoices  in contravention of Board’s instructions ( CBEC’s Excise manual of supplementary instructions, Para 3.1 and 3.2 of Chapter 11 dealing with “Samples”, ).The CENVAT payable on such samples removed works out to Rs.41,713/-, and the interest payable worked out to Rs.3465/. On being pointed out assessee has admitted their mistake and made payments as follows.

(i) Payment of Rs.1779/- in their RG PART II A/c under entry Sl.No 129 Dt 30-4-10 (2) Payment of Rs.21326/- in their RG-APPG part II A/c under entry Sl.No  196 Dt 30-4-10 (3)  Payment of Rs.4181/- in their RG-PPG part II A/c under entry Sl.No  52  Dt 30-4-10 and amount totaling to Rs.13960/- in their APPG RG-II entry sl No 257 Dt 11-5-2010. Total payment made amounting to Rs.41246/- and paid interest of Rs.3465/- under challan dated 13-5-2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-5: 
During the course of audit it was noticed that the assessee had incurred expenses towards transport of goods by road, for the period from Oct-09 to Feb-10, but failed to discharge appropriate Service Tax on such expenses  as per Notification No 35/2004-ST Dt 3-12-04. The total Service Tax payable works out to Rs.34,580/- and interest  payable on the same works out to Rs.654/-On being pointed out, assessee admitted their mistake and paid the Service Tax due with interest vide challan dated 6-3-2010.

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Para-6: 

During the course of audit it was noticed  that the assessee is having a separate division, at a separate premise, exclusively catering to electro depository painting work. The said premise was not registered with the department, as the process undertaken does not amount to manufacture. The process attracts Service Tax under’Business Auxillary Services’. However  the assessee did not pay Service Tax  also claiming exemption Notification No 8/2005 S.T dated 1-3-2005. It was noticed that the application unit had undertaken electro depository painting work to M/s Sona Koyo Steering systems LTD (100% E.O.U) amongst others. However in the case of  100% E.O.U, the finished goods does not suffer  Excise duty ,benefit of exemption Notification No 8/2005 ST would not be applicable, and  the assessee is  required to pay Service Tax. The Service Tax payable works out to Rs.8,35,348/-, interest payable works out to Rs.1,85,706/-.

On being pointed out assessee admitted their mistake and has agreed to pay the Service Tax with interest after taking out registration for payment of Service Tax under BAS service category. 
Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Observation  Para 1.

During the course of audit it was noticed that the assessee had cleared the  goods to their Own unit viz Application unit situated opposite to their registered premises. The said unit does the job of electro depository painting of Motor vehicle parts to various customers.. For carrying out the above said Electro depository painting work one of the major raw materials viz paints was supplied by the assessee. Valuation of goods in respect of such clearances   is governed by Rule 8 of Central Excise Valuation (determination of price of excisable goods) Rules 2000. In as much as the valuation adopted by the assessee was found arbitrary and not in conformity with the Valuation Rules, assessee was requested to produce CAS-4 certificate in respect of the goods sold to their application unit. 
Decision: The Chairman directed the R.O. to obtain and submit CAS-4 to Director (Cost) for verification and report. (Action D.C. Poonamallee Division)
Group - I

M/S Vibro Mech Engineers & Services Ltd
Para-1:


During the course of Audit it was noticed from the records that the assessee had  availed  Cenvat credit in excess of the credit available  in the input invoices/Capital goods credit invoices . Hence the assessee had to reverse the excess credit availed   amounting to Rs.4,02,443/- with interest .On being pointed out, the assessee paid an amount of Rs.4,02,443/- through cenvat credit account  and  sought time to pay the interest. 
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Perungudi Division)].

Para-2:

During the course of Audit it was noticed that the assessee had removed the Capital goods to their other unit located at Maraimalainagar . At the time of removal the  assessee had neither followed the procedure under the Rule 10 of CCR, 2004 nor paid an amount equal to the credit availed as per Rule 3 (5) on the capital goods removed as such.    Hence the Cenvat credit payable by the assessee on this count works out to Rs.7,45,666/- (Duty+Edn.Cess +SHE.Cess).On being pointed out, the assessee paid the amount of Rs.7,54,666/- through cenvat credit account  and  sought time to pay the interest. 

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Perungudi Division)].

Para-3:

During the course of Audit, it was noticed that the assessee had  raised Supplementary Invoices due to price escalation.  However, they had not paid the interest on the same as required under the provisions of Section 11AB and clarifications issued there under.  The interest, in respect of the Supplementary Invoices raised for the year 2008-09&2009-10 works out to Rs.52,854/-.  The assessee had accepted the view of the Audit and  sought time to pay the same.  

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Perungudi Division)].

M/s Industiras Del recambio India Pvt. Ltd
Para-1: 


During the course of Audit, it was noticed that the assessee had made certain provisions in their books of accounts towards payment of Royalty Charges to their principals.  But the assessee had not paid the Service Tax on the same as required under the provisions of  Section 65 (105) (zzr) read with Section 66A of the Finance Act,1994, The Service tax payable  works out to Rs.26,76,316/-.   On being pointed out, the assessee had accepted the view of the Audit and  sought time to pay the duty.. 

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Para-2:

During the course  of audit it was noticed that the assessee had availed Cenvat Credit in excess of the credit eligible in respect of the inputs received from  100 % EOU  (DTA sales) as per Rule 3 (7)  (a) of the CCR 2004  Hence the assessee had to reverse the excess credit availed which works out to Rs.2,432/-.   On being pointed out, the assessee accepted the view of the Audit and  sought time to pay the duty along with interest. 

Decision: The para was discussed and approved. Since the duty and interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

M/S ALPA INTERNATIONAL (P) LTD.
Para-1:

During the course of Audit it was noticed that the assessee had made payment towards Royalty Charges to their principals M/s Alpa, Italy.  But the assessee had not paid the Service Tax on the same as required  under  Section 65 (105) (zzr) read with Section 66A of the Finance Act,1994.The Service Tax payable on the Royalty charges works out to Rs.50,275/-.  

On being pointed out, the assessee did not accept the audit point.  

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Para-2: Disputed Para – Hence detailed at Point No. :6 .
Para-3:


During the course of Audit it was noticed that the assessee had incurred expenditure towards carriage outwards and carriage inwards. While they paid the Service Tax for the expenditure towards carriage inward the same was not paid in respect of carriage outwards. On being pointed out, the assessee  accepted the view of the Audit and agreed to pay the duty.
The Service Tax liability in respect of carriage outwards for the period from 2004-05 to 2009-10  works out to Rs.82,392.
.

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

M/S Momentive Performance Materials (India) Pvt Ltd

Para-1:

During the course of Audit it was noticed that the assessee had cleared their finished goods viz. Silicon Adhesive Sealants to other than industrial consumers under transaction value instead of adopting  MRP value under Sec. 4A. As a result the assessee had short paid duty to the extent of  Rs.5,56,380/- 
On being pointed out the assessee had accepted the view of the Audit and  they wanted some time for  making payment. 
Decision: The para was discussed and approved. Since the duty and interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Group - II

M/s. Tide Water Oil Co. (I) Ltd.

Para – 1 :
 
During the course of audit it was noticed that the assessee had availed of Cenvat Credit in respect of steel furniture viz. steel racks and electric bulbs.  These goods do not fit into the definition of “Capital Goods” as defined in Rule 2 of Cenvat Credit Rules 2004. Further  the supplies of steel racks had also been made  to their Bangalore Depot and the assessee availed the credit for the goods.  The assessee  accepted the audit point and paid the irregular credit of Rs.1,26,904/- and Interest amount  of Rs.3437/- vide challans dated 14.5.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para – 2: 
During the course of verification of records, it was noticed that the assessee had taken credit of Rs.25,563/-  under the category of “inputs” in respect of ‘Rubber Wood Pallets’.  Pallets were used for storing and easy handling of finished goods and can not be treated as inputs used in or in relation to the manufacture of final products.  On being pointed out, the assessee accepted the objection and paid the amount of Rs.25,563/- and Interest Rs.1,687/-  vide challans dated  18.5.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para – 3:  
The assessee had cleared  Cenvat Credit availed cartons (Packing Material) to independent Plastic Can  manufacturers.  As per sub Rule (5) of Rule 3 of Cenvat Credit Rules, whenever inputs are removed as such, an amount equalant to the credit taken should be reversed.  During the period of Audit, the assessee had cleared cartons without reversing the credit of Rs.3,997/-.  On being pointed out, the assessee accepted the objection and paid an amount of Rs.3,997/- and Interest Rs.192/- under Challan dated 18.5.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/s. Fedders Lloyd Corporation Ltd 

Para – 1 :  

During the course of audit it was noticed  that the assessee had cleared inputs for certain job work and return. The finished goods suffer Excise Duty at the assessee end. During the course of audit it was noticed that the assessee had taken  CENVAT credit on Service Tax paid by service providers  which  is an inadmissible credit since service Tax exemption is available under Notfn.No.8/2005  S.T dated 01.03.05.for such jobwork activities. The credit taken is liable to be reversed alongwith interest. On being pointed out the assessee  accepted the objection and reversed the amount of Rs.67,466/- in CENVAT account in Sl.No.7 dated 19.4.2010. The  interest is not yet paid.
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (A.C. Chrompet Division)].

M/s. Melss Automation Limited

Para – 1 :
During the course of audit it was noticed that the assessee had cleared their inputs and semi finished goods for certain job work and return. The finished goods suffer Excise Duty at the assessees’ end. For such activities service Tax exemption is available under Notfn.No.8/2005  S.T dated 01.03.05.  However certain  job workers,  had paid service tax for the labour charges and in turn the assessees  had taken inadmissible CENVAT Credit for Rs.4,41,306/-. On being pointed out the assessee accepted the objection and debited the amount of Rs.4,41,306/- in CENVAT account in Sl.No. 44 to 51 dated 30.4.2010 and paid interest amount of Rs.22632 vide challan dated 8.5.2010.. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para – 2:


During the course of verification of records, it was noticed that the assessee had taken Cenvat Credit under the category of inputs in respect of steel roofing sheets falling under Chapter No.72109090. The  steel sheets were were used for roofing purpose.  As the goods were not used in or in relation to the manufacture as per definition of Rule 2 of Cenvat Credit Rules, the assessee  were not eligible for the Cenvat Credit taken. The inadmissible credit works out to Rs.33,681/-.The assessee reversed the credit under Sl.No.72/27.04.2010 of the Cenvat a/c and  paid the interest of Rs. 1044/-     under challans  dated  08.05.2010

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Group - III

M/s.  Hwaseung Materials (India) Pvt. Ltd
Para-1:

During the course of audit  it was noticed that the assessee had availed Cenvat credit on ineligible input viz paint which was used for civil work. Further the assessee had availed excess credit over and above the eligible credit by contravening Rule 3 of Cenvat Credit Rules 2004 and availed credit twice on the same invoice.. 


On being pointed by the audit, the assessee admitted their mistake and paid the ineligible credit amount of Rs.1,78,913/- vide debit entry in RG23 A& C both Sl.No.5 dated 08.04.10 and interest of Rs.10,681/- vide challan dated 28.04.10. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para – 2:
During the course of audit it was noticed that the assessee had cleared the goods under invoices No. 1 to 79 in the month of July’2009 but  filed ‘Nil’ ER-1  Return.  The total value of goods cleared during  the month was Rs.15,41,76,433/-, the  duty payable works out to Rs.1,27,04,123/- and the same was paid on 31.08.2009, along with the duty payable during the month of August 2009. Whereas the interest payable under Rule 8 (3) of Central Excise Rule, 2000 was not paid by the assessee..
On being pointed out by the audit, the assessee admitted their mistake and paid the interest amount of Rs.1,40,267/- vide TR6 Challan dated 28.04.10 
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/s.  Necco Tools
Para-1 : 
During the course of audit it was noticed that the assessee had availed excess credit over and above the eligible credit by contravening Rule 3 of Cenvat Credit Rules 2004. The excess credit taken works out to Rs. 83659/- and interest  works out to Rs.1200/-.On being pointed out the  assessee admitted the mistake and reversed the ineligible credit vide debit entry Sl.No.1267 dated 13.04.2010 and paid the interest amount of Rs.1200/- vide challan no. 00007  dated 27.04.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/s. Nefab India Pvt. Ltd., Unit – II

Para-1: Disputed Para – Hence detailed at Point No. :6 .
Para -2:  
During the course of audit  it was noticed that the assessee had availed credit of duty paid on inputs which were short received and  also on some inputs  supplied directly to their warehouse for sales. The total ineligible Cenvat involved works out to  Rs.19,156/-,
The assessee had reversed the credit availed  on the goods not received in the factory vide debit entry Sl.No.12,13, and 14 dated 30.04.2010 
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/s. Sun Dale Packers 
Para -1: 

During the course of audit it was noticed that the assessee had not discharged the duty liability for the finished goods cleared under invoices and subsequently rejected partly or fully by their customers by contravening Rule 8 of Central Excise Rules, 2002. The  duty liability  works out to Rs.8,22,736/- and Interest Payable Rs.67,800/-. 
On being pointed out by the audit, the assessee paid the Duty amount of Rs.8,22,736/- and Interest amount of Rs.67,800/- vide TR6 Challan dated 18.05.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para – 2: 
Durng the course of audit it was noticed that the assessee had wrongly availed input credit  to the tune of Rs.4,98,381/- and the same was reversed by the assessee themselves during the month of April 2009. However, the interest payable under Rule 14 of Cenvat Credit Rules, 2004 was not paid by the assessee  which works out to Rs. 5,325/-.On being pointed out by the audit, the assessee paid the interest amount of Rs. 5,325/-  vide TR6 challan dated 18.05.2010
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Group - IV

M/s  Hanil Automotive India Pvt.Ltd. Unit III- 136

Para-1: 

          During the course of  audit  it was noticed that the assessee had cleared goods namely Center Panel Front   to Unit- I  at Irungattukottai, for being used  in the manufacture of Front Door Trim , without  adopting 110% of  Cost of Production  resulting in  lesser payment  of duty. As per Rule 8 of the Valuation Rules, 2000 where the excisable goods are not sold by the assesseee and  are used for consumption by him or on his behalf in the production or manufacture of other articles, the Value shall be 110% of the cost of production or manufacture of such goods. Accordingly, the differential duty amount payable by the assessee works out to BED – Rs.52684/- , Edu. Cess – Rs1054/-. & S & H.E. Cess – Rs.527 /-,  The assessee had accepted the objection and debited the above said amount vide Cenvat Entry Sl. No.2 Dt.15-04.2010. and also agreed to pay the Interest amount of Rs 5843/-  . 
Decision: Since the party had already made the payment along with interest, the  para was approved and settled. Further Audit group has to send CAS-4 to Director (Cost) for further verification and report. [Action. A.C. (Audit)].
Para-2: 
During the course of the verification of the Cenvat Invoices and the Cenvat Statement, ER-1 Returns etc.,  it was noticed that the assessee had inadvertently taken credit twice  on the strength of the same invoice  Hence the assessee is  liable to reverse the excess credit taken by them  .On being pointed out the assessee accepted the objection and debited Rs 18,198( BED + Cess ) vide their Cenvat A/C Sl.No 1/01.04.10 dt  They have also agreed to pay the Interest amount of Rs 951/-  .

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-3: Disputed Para – Hence detailed at Point No. :6 .
M/s  NVH India Auto Parts  Pvt.Ltd
Para-1: 

                       During the course of audit it was noticed that the assessee had claimed insurance amount of Rs. 22.89 lakhs towards certain damaged raw materials imported from Korea.. However The assessee had taken Cenvat credit on the full quantity including the damaged goods which cannot  be used in their manufacturing activity in violation of Rule 3 of CCR 2004.  On being pointed out the assessee admitted the mistake and  reversed the appropriate  duty amount of  Rs. 2,69,397/- ( Duty +Cess) vide RG23A Pt.II No.575 dt.21.04.10 and also paid the  interest amount of Rs. 83764/-  vide    challan dated  30.04.10 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-2: 
During the course of the verification of the Cenvat Invoices and the Cenvat Statement, ER-1 Returns etc.,  it was noticed that the assessee had inadvertently taken double credit on the strength of the same Invoice involving credit of BED – Rs.102270-, Edu. Cess – Rs. 2045/-, S&HE – Rs.1023 /-.           On being pointed out the assessee reversed  the ineligible credit  amount of Rs 1,05,338/-(BED+ Cess )  vide Cenvat SlNo.576 dated 21.04.10 and also paid the Interest amount of Rs 19,623/- vide Challan dated 30.04.10  .  

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para – 3: 

During the course of audit  it was noticed that  the assessee had wrongly taken ST credit on ineligible services viz Bus hire charges which is not connected with their manufacturing activity, and ineligible input service as per the definition  U/R 2(l) of CCR’04. On being pointed out the assessee accepted the objection and reversed the ineligible credit amount of Rs 28,582/- (Duty + Cess)   vide Cenvat SlNo.577 dated 21.04.10 and also paid the Interest amount of Rs 2,983/- vide Challan dated 30.04.10 
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/S  Micro Pixel  (P) Ltd.,
Para-1:

During the course of audit   it was noticed that  the assessee had  shown an entry for an amount of Rs.12.66 Lakhs /- under the Sales  Rejection  Column.. On receipt of the goods the assessee had taken full Cenvat credit as per Rule 16 of CER ,2004 on returned /rejected goods .  The assessee  had not maintained records for receipt and disposal of rejection goods and also failed to correlate the receipts and disposal/clearance  of the said rejected/returned goods. Hence the credit availed by the Assessee on such returned goods liable to be reversed as per Rule 16 (2) of CER,2002.On being pointed out the assessee accepted the objection and paid  the total duty amount of  Rs.39,760/- ( BED +Cess) Vide their Cenvat A/C No 6  dated 7.04.10 and also paid the interest amount of Rs 980/- vide Challan dated 7.04.10 .

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Group – V
M/S.CHENNAI CLAMPTECH DESIGNER PVT LTD

Para-1:

During the course of audit, it was observed that the assessee had assessed the duty liability on the goods removed during March 2010 as Rs.2,74,043/-, but paid only Rs.1,30,783/- . No Cenvat credit balance was available in their  cenvat credit account. Consequently, the assessee had to pay the balance of amount Rs. 1,43,260/-   in cash only. On being pointed out, the assessee  agreed to pay the balance along with interest. 

Decision: The para was discussed and approved. Since the balance duty and interest is not yet paid, the same has to be recovered. [Action: A.C. Chrompet Division)].

Para-2:


During the course of audit, it was observed that the assessee had taken Rs.2,75,378/- as cenvat credit instead of Rs. 5,993.27 . On being pointed out, the assessee accepted the availment of excess credit to the tune of Rs.2,69,385/- and agreed to pay the said amount along with interest.

Decision: The para was discussed and approved. Since the balance duty and interest is not yet paid, the same has to be recovered. [Action: A.C. Chrompet Division)].

Para-3:
 During the course of audit it was noticed that the assesee also undertake repair and reconditioning of the old chucks.  For repair and reconditioning they utilize cenvatted materials also. In respect of the reconditioned/repaired chucks,  the assessee had paid  excise duty whreas it is felt that  service tax is payable as reconditioning does not amount to manufacture of a new product.  The amount of Excise duty paid wrongly cannot be set-off towards service tax payable.
 

Decision: The para was discussed and it was not sustained.
Para-4:

The assessee manufacture chucks. Apart from manufacture they also under take repair & re-conditioning service.  They are availing cenvat credit of duty paid on Inputs and Capital goods. Since they are availing cenvat credit facilities, they are not eligible for exemption available upto 10 Lakhs value of service, under Notfn.8/2008-ST dated: 01.03.2008. Service Tax payable @ 10.30%  works out to  Rs.18,867/-. On being pointed out, the assessee accepted and agreed to pay.

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Para-5:

During the course of audit it was noticed that  in the process of milling/grinding (jobwork) etc, scraps get generated. Likewise, in the manufacture of chucks, on account various processes under taken, scraps also get generated.  In the agreement for job-work, there is no clause/condition that the scrap generated should be returned to the supplier.  The assessee had accepted that they are prepared to pay excise duty on the scraps generated and cleared. The duty liability  at 14.42% works out to Rs.86,520/-.

Decision: The para was discussed. The Chairman directed the R.O. / JDC to verify and report. (Action A.C. Chrompet Division).

Para-6:

During the course of audit, it was noticed that “M/s.Chennai clamptech Designer”, a proprietory unit   was manufacturing and selling chucks using the same brand name “CCD”,owned by M/s. Chennai clamptech Designer (P) Ltd.
The goods were shown cleared without payment of duty, claiming exemption in terms of Notfn No.08/2003 as amended.   During the year 2005-06 and 2006-07, M/s.Chennai clamptech designer, owned by Mr. Mohana Krishnan, manufactured and cleared chucks with the brand name “CCD” to the tune of Rs.24,69,132/- and Rs.   93,06,181/-  respectively.

Since M/s.Chennai clamptech designer, a proprietor concern, had manufactured and sold the chucks, engraved with the brand name “CCD”, belonging to M/s. Chennai clamptech designer  (P) Ltd, no exemption was available to M/s.Chennai clamptech designer, a proprietor concern. The duty liability for the years 2005-06 &2006-07 works out to Rs. 19,21,731/-
Decision: The para was discussed. Since R.O informed that the units were not co-existant, the para  was not sustained.

M/S. TECNO DOORS PVT LTD

Para-1:


M/s.Tecno Doors (P) Ltd are engaged in the manufacture of lift doors. MS and SS sheets are the main raw materials. Unsuitable MS & SS sheets got rejected in the quality control section. However during the course of audit it was noticed that Cenvat credit was taken by the assessee on the rejected inputs also. The total ineligible credit works out to Rs.2,70,105/-The assessee accepted the audit’s advice and reversed the credit taken.The interest is not yet paid.
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para-2:

During the course of audit, it was observed that the assessee had taken cenvat credit of service tax based on the documents not bearing service tax Registration No.
On being pointed out that such documents not having such the essential particulars cannot be the basis for taking credit, the assessee accepted the audit’s view and reversed the credit amount involved. The total ineligible credit work out to Rs.5,63,116/-. The asssessee reversed the same vide  Sl.No.97/30.04.2010.and the interest is yet to be paid.
Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

M/S. JM FRICTECH INDIA PVT. LTD.

Para-1:

During the course of audit, it was observed that the assessee had taken  cenvat credit of service tax paid on certain services, for which the assessee  received bills in the name of other units and invoices without Service Tax  Registration No. Credits were also taken based on Xerox copies of invoices  The credit taken based on such documents is an ineligible one . On being pointed out, the assessee agreed to reverse the amount of Rs.58,583/- being the wrong credit taken on ineligible documents.
Decision: The para was discussed and it was not sustained.

Para-2:

During the course of audit it was noticed that M/s. NTC engineering entered into joint venture with M/s.Jinmyung Fric Tech Co. Ltd, a Korean Company  and incorporated M/s. JM FricTech  India Pvt. Ltd; M/s.JM.Frictech India (p) Ltd has also been issued with  C.Ex  RC No.AACCJ0197QXM001. An amount of Rs.24,58,448/- lying  unutilized in the accounts of M/s. NTC Engineering services (p) Ltd was permitted to be transferred by the JDC. in terms of Rule 10 of Cenvat credit Rules 2004. Since the Joint venture agreement did not indicate transfer of liabilities it appears that the  transfer of  unutilized cenvat credit of Rs.24,58,448/- lying in the accounts of M/s. NTC Engineering Services (p) Ltd to the joint venture,  M/s. JM frictech India (p) Ltd is not proper and correct.
Further “unavailed” cenvat credit amount,  the 50% of the capital goods credit, amounting to Rs.2,18,902/- cannot be construed as lying unutilized.and could not be transferred. At the time of transfer, this amount was not even an eligible amount to be taken/availed as cenvat credit.  The eligibility of taking credit of balance 50% of duty on capital goods arises only on the subsequent financial year of the year of receipt.  Hence, in this account also transfer of Rs.2,18,902/- is not in order. The assessee did not agree to the audit point..  

Decision: The para was discussed and it was not sustained.

W.R.GRACE & COMPANY INDIA PVT. LTD

Para-1:


 During the course of audit, it was observed that in respect of an input service tax credit on legal consultancy services, the assessee had taken credit on the strength of an invoice, which does not indicate the Service tax Registration No.  As such the document is not an eligible one and the availment of service tax credit is not admissible. On being pointed out, the assessee accepted the lapse and reversed the amount of Rs.25,751/- vide debit entry Sl.No. 1/17.04.2010 and paid interest of  Rs.991/- vide GAR 7 Challan dt 17.04.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-2:


During the course of audit, it was observed that the assessee had taken  credit of service tax paid for the services received/purchased by them for house-keeping which is not related  to manufacture.  On being pointed out that the assessee accepted and reversed the  credit amount of  Rs.33,312/- vide  Entry No. 1/17.04.2010.and paid the interest of  Rs.  1,262/- vide  GAR 7 challan. Dt 17.04.2010.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-3:

During the course of audit it was noticed that the assessee  had taken credit of service tax paid in respect of professional charges involved in the selection of plant manager. As the unit audited is not eligible to avail credit,  the assessee accepted the lapse and reversed the wrongly availed amount  of Rs. 15,141/- vide  Entry No. 1/17.04.2010 and also paid Interest  of  Rs. 582/-  vide  GAR 7 Challan. Dt 17.04.2010
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-4:

During the course of audit it was notice that the assessee had taken input credit in respect of  taxes paid on  services viz ‘ Renting of immovable property’ . Whereas  it was noticed that the assessee were also engaged in trading activity and utilized  small portion of the rented premises for that purpose.  To the extent of the portion used for trading, the assessee is not eligible for input service tax credit.  On being pointed out,   the assessee reversed the credit proportionately (Rs.4,017/-)vide Entry No. 1/17.04.2010 and interest amount of Rs. 98/- vide  GAR 7 Challan dt 17.04.2010

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-5:

 During the course of audit, it was observed that an amount of Rs.5,19,886/- (USD 10918)  was shown charged by M/s.WR Grace & Co USA  on account of engineering charges.  In this regard, the assessee had to pay service tax, on reverse charge basis.  On being pointed out, the assessee accepted the liability and agreed to pay service tax amount of Rs. 53,549/-along with interest.

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Para-6:


During the course of audit, it was observed that the assessee had availed the services of goods transporters (Road transportation by Lorries).  As the transporters had not paid service tax, the assessee should have paid the same in terms of Notification .  On being pointed out, the assessee  accepted and agreed to pay the service tax. The Service tax payable works out to Rs. 33,230/- 

Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

Group – VI
M/S. Mahatha Petroleum (P) Limited
Para-1:

During the course of audit it was noticed that  the assessee had taken credit in respect of  input services, namely, Freight Inward, Courier Service, Telephone Service, etc.  It was noticed  that the assessee had taken Cenvat Credit before making payment of the value of input service as indicated in the respective Invoices / Bills in violation of  Sub Rule (7) of Rule 4 of Cenvat Credit Rules 2004. The assessee is liable to pay interest of Rs.13,588/- under Rule 14 of Cenvat Credit Rules 2004.  When pointed out, the assessee had accepted the same and paid the interest of Rs.13, 588/- vide GAR7 Challan No.00003 dated 15-5-2010. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-2:

During the course of audit  it was noticed that the assessee had  taken credit in respect of short receipt of goods. The assessee is not entitled to take credit of proportionate duty paid on such short receipt.  The irregular availment of Cenvat Credit  worked out to Rs.11, 025/- When pointed out, the assessee paid the total duty amount of Rs.11, 025/- (BED – Rs.10, 704 + 2% Cess -214/- + 1% Cess – Rs.107/-) vide GAR 7 Challan No.00002    dated   15-5-2010., and also  paid the interest of Rs.1, 894/- vide GAR7 Challan No.00004 dated 15-5-2010. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-3:  

During the course of audit, it was noticed that the assessee had taken credit without   proper documents.  The credit taken to the tune of      Rs.3, 557/- become ineligible and therefore the same is liable to be recovered from them.  When pointed out, the assessee has accepted the same and has paid the total duty amount of Rs.3,557/- (BED – Rs.3,454 + 2% Cess -69/- + 1% Cess – Rs.34/-) vide GAR 7 Challan No.00002    dated   15-5-2010.  They have also paid the interest of Rs.380/- vide GAR7 Challan No.00006 dated 15-5-2010. Further,  it was observed that the assessee had taken 100% credit to the tune of Rs.3,904/- (BED – Rs.3,790/- + 2% Cess – Rs.76/- + 1% Cess – Rs.38/-) during 2008-09 , instead of 50% credit as envisaged under the rule. The assessee had  contravened the provision of Rule 4 (2)(a) of Cenvat Credit Rules 2004 and therefore liable to pay interest in terms of Rule 14 of Cenvat Credit Rules 2004 on the ineligible credit of Rs.1,952/- (BED-Rs.1895/- + 2% Cess – Rs.38/-  + 1% Cess – Rs.19/-) which works out to Rs.82/-.  When pointed out, the assessee paid the interest of Rs.82/- vide GAR 7 Challan No.00006    dated   15-5-2010.  

During the course of further scrutiny of Input invoices, it was noticed that the assessee had taken excess credit in their Cenvat account.  .  The excess credit availed worked out to the tune of Rs.598/-When pointed out, the assessee had accepted the same and paid the total duty amount of Rs.598/- (BED – Rs.580 + 2% Cess -12/- + 1% Cess – Rs.6/-) vide GAR 7 Challan No.00002    dated   15-5-2010.  They have also paid the interest of Rs.78/- vide GAR7 Challan No.00006 dated 15-5-2010. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-4:  
          During the course of  audit  it was noticed that  the assessee had short paid Service Tax in respect of  Goods Transport Agency (GTA) Service for both Inward and Outward  transport services received and used.   Short payment of  Service Tax works out to  Rs.1,57,724/- in respect of both Inward and outward freights for the period 2008- 2009 and 2009-10, the assessee accepted the same and paid  the total Service Tax amount of Rs.1,57,724/-  (Service Tax – Rs.1,53,130/- +  2% Cess Rs.3,063/-  +  1% Cess – Rs.1,531/- )   vide GAR 7 Challan Nos.00019, 00020, 00021 & 00023, all  dated 18-5-2010.  The assessee has also paid the interest of Rs.26,894/- vide GAR7 Challan Nos.00019, 00020, 00021 & 00023,  all  dated 18-5-2010.
Decision: The para was discussed. Since the para related to Service Tax this may be brought to the notice of the Commissioner, Service Tax.   [Action. A.C. (Audit)].

M/S. Nash Industries  

Para-1:  

During the course of audit, it was noticed that the assessee had taken excess credit in their Cenvat account.  more than, what was indicated in the input invoices and therefore liable to reverse the same along with interest.  The excess credit availed is worked out to the tune of Rs.39, 008/- (BED-Rs.33, 198/- + 2% Cess – Rs.653/- + 1% Cess – Rs.327/- + 4% Additional Duty – Rs.4, 830/-)

When pointed out, the assessee had accepted the same and reversed the total duty amount of Rs.39, 008/- vide Cenvat Account Sl.No.3 dated 30-4-2010.  However interest is not yet paid.  

On further scrutiny of records, it was revealed that the assessee had removed inputs as such under Non returnable Delivery Challan without reversing an amount equal to  the Cenvat credi taken as per  Sub Rule (5) of Rule 3 of Cenvat Credit Rules 2004. Hence there was a short payment of duty to the tune of Rs.2,188/- (BED – Rs.2,125 + 2% Cess -42/- + 1% Cess – Rs.21/-) .When pointed out, the assessee accepted the same and have reversed the total duty amount of Rs.2,188/-  vide Cenvat Account Sl.No.4 dated 30-4-2010.  

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

Para-2: 

  During the course of audit it was noticed that  the assessee had taken credit in respect of ineligible input services, namely, Freight Outward as defined under Rule 2 (l) of Cenvat Credit Rules 2004 and therefore the credit taken to the tune of Rs.4,605/- is liable to be reversed.  When pointed out, the assessee accepted the same and reversed  the total duty amount of Rs.4,605/-  (Service Tax – Rs.4,471/- + 2% Cess Rs.89/-  +  1% Cess – Rs.45/-)   vide Service Tax Account Register Sl.No.2 dated 30-4-2010.  However they have not paid the interest of Rs.372/-

Decision: The para was discussed and approved. Since the interest is not yet paid, the same has to be recovered. [Action: (D.C. Poonamallee Division)].

M/S. Surfa Coats (Bangalore) Limited 

Para-1:

During the course of audit of the said unit it was observed that the assessee had adopted Section 4A value for their final products.    The assessee is having printed price catalogue of Maximum Retail Price with effect from 20-4-2009 for all States.  It was noticed that during the period 21-4-2009 to 21-7-2009, the assessee had adopted less M.R.P. and therefore there was a short payment of duty to the extent of Rs.8, 432/- In terms of Section 11A of Central Excise Act 1944, the short payment of Excise duty of          Rs.8, 432/- is liable to be recovered..

Decision: The para was discussed and approved. Since the duty and interest is not yet paid, the same has to be recovered. (Action: A.C. Chrompet Division).

Para-2:
During the course of audit of the said unit it was observed that the assessee had removed input as such to their Unit-I.  Originally the assessee had purchased the input, which was suffered duty @ 10 % adv, and duty was discharged @ 8% adv while clearing the input as such in contravention to the provisions of  Sub Rule (5) of Rule 3 of Cenvat Credit Rules 2004, Hence there is a short payment of duty to the tune of Rs.721/-.   

Decision: The para was discussed and approved. Since the duty and interest is not yet paid, the same has to be recovered. [Action: A.C. Chrompet Division)].

Group VII

M/s Vibgyour Automotive (P) Ltd.,

Para-1:

During the course of audit it was noticed that the assessee had raised supplementary invoices on their buyers for increase in price  and paid differential duty of Rs. 10,30,719/-. But the interest on such belated payment of duty as required under Section 11 AB was not paid by the assessee. The interest payable works out to Rs. 31,726/-The assessee accepted the audit point and  paid the interest of Rs. 31,726/- vide e-payment challan dt 22.04.2010.
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para –2 : 
During the course of verification it awas found that the assessee had availed Cenvat credit on goods such as switches, cables etc., treating them as capital goods. As the above goods do not fall under definition of capital goods as defined in the CCR 2004, the credit availed by the assessee is not in order. The ineligible credit works out to Rs. 5,186/- The assessee accepted and paid the said amount vide PLA debit Sl.No. 2/dt 21.04.2010 alongwith interest. 

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/s  Sri Hari Packaging 

Para-1: 
During the course of verification of audit it was noticed that the assessee had taken excess credit of Rs. 3000/- than the eligible amount mentioned in the invoices  On being pointed out the assessee admitted the mistake and agreed to pay the amount alongwith interest.
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

M/s Jay Ushin Ltd.,

Para-1:

During the course of audit it was noticed that the assessee had taken the credit of Rs. 288469/- twice in respect of the Bill of Entry No.247649/- dt 03.11.09. On being pointed out the assesee reversed  the said amount in their Cenvat credit a/c sl.No. 80 dt 09.04.10and also paid the interest amount of Rs. 11,096/- vide Challan No. 06 dt 28.04.2010.
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-2:

On verification of Cenvat Credit a/c it was noticed that the assessee had taken credit of Rs. 20,572/- instead of Rs. 18,134/-. The excess credit works out to Rs. 2438/- On being pointed out the assessee admitted their mistake and reversed the amount vide Sl.No. 789/dt 09.04.10 in their Cenat a/c and also paid interest of Rs. 113/-vide challan No. 06 dt 28.04.10.

Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

Para-3:

During the course of audit it was noticed that the assessee had removed inputs ‘as such’ but failed to reverse the duty equal to the credit  taken as required under Rule 3(5)of CCR 2004. The short payment of duty works out to Rs. 6324/- . on being pointed out the assessee agreed and paid the duty amount vide Sl.No.79 dt 09.04.2010 and interest of Rs. 173/-vide Challan dt 06/28.04.2010.
Decision: Since the party had already made the payment along with interest, the  para was approved and settled.

6. Disputed Paras. 
M/S.SHARDA SEJONG AUTO COMPONENTS (INDIA) LTD., SRIPERUMBUDUR-602 105.

Para-2:

During the course of audit  it was noticed that the assessee had availed Cenvat Credit on returned / rejected goods during the period from November,2008 to March,2010 under Rule 16 of the Central Excise Rules, 2002. The assessee was unable to produce any documentary evidence to prove that the said returned/rejected goods after being subjected to any process of manufacture have been cleared on payment of duty.  . The availment of such credit on the returned / rejected goods is ineligible and liable to be reversed which  works out to Rs.11,57,235/-[BED-Rs.11,23,549/- + CESS-Rs.33,686/-].  The assessee did not accept the audit point.

Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

Para-4: 
During the course of Audit, it was noticed that the assessee had availed Cenvat Credit of the Service Tax paid on the Canteen Service,GTA Outwards, Manpower Service Charges  (House Keeping Service), Insurance Policy (for Office Staff / Workers) Service Charges (AMC on Photocopy Machine) Erection Charges (Support Columns of capital goods) Erection Charges (Support Columns of capital goods) Service Charges paid towards training given to staff members Service Charges (Recruitment) which are ineligible services as per Rule 2(l) of the Cenvat Credit Rules,2004. The ineligible input Service Tax credit works out to Rs.8,60,019/- [Service Tax - Rs.8,34,975/-, Ed.Cess-Rs.16,699/- and S&H Ed.Cess – Rs.8,345/-].  The assessee did not accept the audit point.

Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

M/s. Wipro Infrastructure Enginneering Ltd., Irrungattukottai

Para - 9: 
During the course of audit  it was noticed that the assessee had sent the inputs and semi-finished goods for job work.  Service Tax was charged on the labour charges by the job worker and Cenvat Credit was availed on the same by the assessee.  The job worker had opted to pay Service Tax for the labour charges whereas Service Tax exemption is  available under  Notification no.8/2005 S.T dated 1.03.2005 for “Business Auxiliary Services” in as much as the final product suffered Excise Duty. The credit of superfluous tax so paid is inadmissible.  The ineligible Cenvat Credit works out to Rs.3,42,146/- (Service Tax Rs.3,32,180/-+Cess Rs.6,644/- + SHE Cess Rs.3,322/-).  
On being pointed out, the assessee did not agree with the Audit objection 

Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

M/S ALPA INTERNATIONAL (P) LTD.

Para-2:


During the course of audit it was noticed that the assessee had availed certain ineligible service tax credit viz.  S. tax credit on outward freight through courier, insurance of goods in transit, S.T.on service charges  for Housekeeping   etc., which are not eligible  input services as per Rule 2(l) of the Cenvat Credit Rules, in as much as  the said services are not used, either directly or indirectly, in or in relation to the manufacture of their final products. The ineligible service tax credit works out to  Rs. 1, 07,342/- (DUTY-Rs.1, 04,213/- +EDN.CESS Rs.2,086/-+ SHE.CESS Rs.1,043/-  ) .

On being pointed out, the assessee had  partially accepted the view of the Audit and paid an amount of Rs.10,836/- only (i.e) the service tax credit amount in respect of Insurance and courier charges. 

Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

M/s. Nefab India Pvt. Ltd., Unit – II

Para – 1:
During the course of audit  it was noticed that the assessee had availed credit  of duty paid on “Foam, Corrugated boxes etc. ” treating the same as Inputs, However it was noticed that  such goods are bought out items supplied along with finished goods, and do not in any way participate directly or indirectly in relation to manufacture of the finished goods, and hence are not covered under the definition of “Inputs” as defined under Rule 2 of CENVAT credit Rules 2004. The ineligible input credit works out to Rs. 22,78,796 /- 

On being pointed out, the assessee did not accept the audit point  stating that the costs of such “Foam and Corrugated boxes etc. ”  are taken into account while arriving at the Assessable value of the Final products, and hence they are eligible for availing credit .    

Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

M/s  Hanil Automotive India Pvt.Ltd. Unit III- 136

Para – 3:

On perusal of  Service tax Credit documents of  the assessee  it was noticed that  the assessee had wrongly taken ST credit on services provided by the  outdoor catering Service agencies . The   canteen services   on which the assessee has taken credit are in no way connected with their manufacturing activity as per the definition  of ‘input service’ U/R 2(l) of CCR’04 .The total ineligible ST duty amount involved is Rs.4,04,544/-  On being pointed out the assessee had not accepted  Audit’s objection  and declined to pay the duty amount.   

Decision: The para was discussed and approved. The Chairman directed the JDC to issue SCN to safeguard revenue. (Action : D.C. Poonamallee Division)

The meeting ended with vote of thanks.

                    (M. JAYARAMAN)
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