s 0O/ o the Appellate Deputy Commissioner{ST),
Goods and Service Tax, ;
Coimbatore
Dated: ¢1.07.2021

GST State Appeal No: 17/2021

The State of Tamil Nadu

Versus

Tvl. Cheran Steel Rolhng Mills,
342 /2, Mettupalayvam Raod,
Coimbatore -641 029

... Respondent

To
The above named appellant

Through the DRGST Appeal

This appeal filed by the Department (the order passed by the State Tax
Officer (Adjudication-11), Intelligence, ~oimbatore Proc No. 33AABFC205201Z4A /
2017-18, Dt 29.01.2021) before the Appellate Deputy Commissioner (ST), G5T,
Coimbatore stands posted for hearing on 20.07.2021 at 11.00 A.M at the O/o the
Appellate Deputy Commissioner {ST), GST, Coimbatore.
Please take notice that if you do not appear on the above date either in
person or by pleader or by authorized agent in support of your appeal, it will be
disposed of on merits ex-parte.

Given under my hand and the seal of the Appellate Au thority.

(By order)
Date: £ o f A
Seal: & 7
Appellate Defuty Commissioner (ST),
Goods and Service Tax,
Coimbatore.
Copy toc

The respondent (with copies of the appeal memorandum and the order appealed
4
from)RIPAD



1. Name and designation of the appellant

Name ¢ Thiru P, Murngakumar,M.Com M. Phil, MBA

Deisgnation : Deputy Commissioner (57T )Int.),
Coimbatore.

Jurisdiction : Coimbatore, Pollachi, The Nilgiris,

State/Center . State

MName of the Siate : Tamilnadu

2. GSTINY : JIAABFCIOS2017ZA

Tvl. Cheran Steel Rolling Mills

3. Order No. 33AABFCI952Q12A /201718 Dated 29.01.2021,

4. Designation and address of the officer - State Tax Oficer (8T {Adjudication-113
Ofo the Joint Commissioner (ST) (Int.),
Coimbatore,

L

. Date of communication of the order
appealed against + 02022021

6. Details of the case under dispute

i) Briel issue of the case under dispute : The place of business of Cheran
Steel Rolling Mills was inspected by the Officers of the Coimbatore Intellipence
wing on [4.09.2020. At the time of inspection, the place of business was closed,
Because the registration centificate of the tax payer was cancelled with effect from
01.01.2018. Hence a summon was issued by the mmspecting officers to the fax
payer 10 produce records related to business. The taxable person has produced
inward and owlward supply invoices, Balance sheet, Trading and profit & loss
account and income tax statement for the assessment year 201 7-2018, under the
GST Act, 2017,

i) The proper officer had passed orders and determined the 1ax with penalty worked
out in the adjudication orders as below.



ABSTRACT
Nature of | CGST Due | SGST D Total  Tax | CGST SGET |Tﬂ'lll|
Detect Due | Penalty | Penaliy Penalty
Mon R, 10000 LR T Rs2000H)
Maintenance
2 e [ I | el — .
Tax Rs.10.40,082 Rs.19.46,00] R3.38.87.973 | Ni il Mil
Difference
berween
GSTR | and
 GSTRIR wi zs== R B Sy —_— N
Differcnce in | Rs.57,960 | Rs57.960 | Rel.05000 | N Nil Nil
claim of ITC
between
GSTR2A
and
 GSTRIE e I - e
Circlular! Hs.5.49,715 | Rs.549.715 Rs 10,99 430 R5.5.49,715 | Rs.549.715 B 10,99 430
Reciprocal
_Transaction i Ty — =
Total Rs.25 48,657 K525 54 666 R=.51,03,323 | R=,5.59.715 Rs.5.59,715 | Ra11,19.430

i)  Description and classification of Manulacturer of Ms Flats,

Ms Rounds, Ms Angles
(oods in dispute (HSN. 7301209

1w} Period of digpute 2017-18

iv) Amount vnder dispute
S.no Defects Demand raised by | Review points of Revenue

proper officer view
1 Difference in turnover | The proper officer | Demand 10 he Penalty:38 87 973

and tax due bhetween | raised only the tax | raised hy penalty

GSTR-1 and GSTR- partion portion. As  per

iB secv4(])

Tutal 38,87,973 |

** Additional demand to be created for the abuve penalty portion,
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7 Gfatement of facts:-

Tyl Cheran Steel Rolling Mills is a registered dealers in the books of the Assistant
Commissioner(ST),  Velandipalayam Circle, Coimbatore with the GSTIN.
13AARFC2952012A | and allotted 10 the state jurisdietion. They are dealing with iron
and non-alloy steel in ingots or other primary forms (excluding iron of heading 7203) -
ingots 1 of iron. HSN: 7061010, The registration certificate of the tux payer was
cuncelled with effect from 01,01.2018. The place of business of the laxable person was
inspected by the Officers of the Coimbatore Intelligence wing on 14.09.2020.

The State Tax officer, Adjudication-11 Intelligence wing, Coimbatore have passed
the Adjudication order based on the inspection report received from the 5TOQ,
Adjudication-II {Intelhigence wing), Coimbatore,

£. Grounds of appeal

The adjudication files have been verified with the records handed over by the
inspection officers and the data available in the departmental portal. The proper officer
caised the demand based on the documents produced before the proper officer and data
reflected in the departmental portal and also sent Form GST DRC-01A dated: 29.10.2020
for intimating of demand, Out of the 7 defeets the following 2 defects the demand may be
raised as detatled below.

1. Interest not levied by the proper officer for all defects. inieresl as per seclion
50(3), is worked out up 1o the date of adjudication order passed. It may be
varied depending upon the date of payment made by the taxable person.

2, Penalty not levied on difference taxable Turnover and fax duc between
GSTR-1 & GSTR-38.

For interest portion also levied on delayed payment of tax U/s 5003) of TNGST
Act 2017 to the taxable person. But the proper officer could not levied interest in this
order. As per Proceeding of the Depuly Commissioner(ST) GST Appeal, Coimbatore for
Tyl Asavind Traders, Coimbatore in THGSTMP No.293 2952020 Diated:30.12,2020
stated that “THE ASSESSING OFFICER HAS THE POWER TO ISSUE NOTICE AND
COLLECT INTEREST™ and also dismissed the appeal.

Hence this portion to levy interest the file may be returned to proper officer for
enhance the inferest,

9. Prayer

It is hereby requested to enhance the penalty demand to safepuard the revenue in
favour of Governmenl



10, Amount of demand in dispute, if any :

Particulars Partiuclars Ceniral State/ UT | Inte grated | Cess | Total
of | s : - SN
dt‘:mandiff Amount of | Tax/Cess 2348657 | 2554666 Wil __Nﬂ Hil
demand Mil il Nil Wil Nil
a'n}'l crcated if‘ IH“IESI _____ - ————— ’
any | Penaity | SSQ?E _SE‘EE ].5 | _hfl Ml Mil
(A) Fecs Nil Nil Nil Nil | Nil
Other char Ni] Nil Nil Nil Nil
- EEE —=L; | _—l FR—— T —
Partiuclars Central tax | State/ 1T Integrated | Cess | Total
. Mo e —
Amauat. ] e Nil Nil NLL il wa
L, e S B Yer e
N e i e
Penalty 1943987 | 1943087 Nib Lo [ il
Fees Nil Nil Nil | N[ il
Otercherses | Nt} M| | wa] ]

V. F=a :PEJE-"":
“afer
Date: 06,2021 Name of the Applican Officer: P. Murugakumar
Designation: Deputy Commissioner (8T)iInt.}, Che,
Jurisdietion: Coimbarore, Pollachi, The Nilgiris

o



Proceedings of the State Tax Officer (Adjudication-II),
Intelligence, Coimbatore
Present: Thiru,K.Boopathi

GSTIN : 33AABFC2952Q12A /2017-18 Dated :29.01.2021

Tamilnadu Goods and Service Tax  Act 2017- Coimbaiore |
Sube:- Intelligence Surprise [nspection conducted Ufa.67 of the
Act- TvL.Cheran Steel Relling Mills, Coimbatore {GSTIN;
I JIAARF29524) LEZA| - Menufacturer of MS Flats, MS Rounds,
MS Angles Natice issued for the year 2017-18- Ordors
passed Heparding,

Ref- | 1)This effice DRC-O1A Nolice No: GET[N:EEM‘LH]‘EEQE?E}].'-i."!;l.-’
2017-18 dated:29.10 2020

2]This olfice Notice No: GRTIN - A3AABFC2952Q17A/2017-18
daled:09.11,2020

3 The Tax Payers roply dated 241 1.2020,10.01.2021 and

| | 2701202 |

An Appesl against this order lics before  the Appellate  Deputy
Commissioner{G8T), Coimbatore within three months of receipt of this

nirdier,

The place of business of TiCheran  Stecl Roling  Mills
r{]ET:NU.HSﬂMﬂl"EUf:'-'E{;IJ.'f:.f'aj located  at 3272, Mettupalayam Road,
Coimbatore was inspecied by the Stale Tax Officer, Adjudication-1I on
14.09.2020, The laxpayer is 8 manufacturer of MS Flats, M8 Founds, MS
Angles and M8 Squares cte. The registration cerlificate of the laxpayer was
cancelled with effect from 01.01.2018, As the place of busincss was closed,
4 summon daicd 16.09.2020 was issued to the taxpayer 10 preduce records
related 1o business, The texable persen has produced inward and outward
supply invoices, Balance sheot, Trading and Profit and Loss account and
Income tax statement for (he year 2017-18 on 10,10.2020. Based on L
inspection and perusal of records, the fullowing dofects were noliced, for
which notice was issucd 1o the laspayer 88 per the reference 1% and 20
cited. Against the notice, the texpayor fled reply vide reference 30 eited
Aller perusal of the reply, the following adjudication arder is paszed for the
yoar 201718,



DEFECT NO.1: Non Maintenance of Records

The taxable person has net produced the fellawing roeords which arg
required to be produced at the time of inspection,

1] GBTR -9, 9 for the year 2017-18
2. Delivery Challan Regster (01.07.2017 o J1L.03.2018)
3.1Day to Day Stock Account (U107, 2017 41.03.2018)

4. Day book ledger from (01072017 10 37 63,2018}

They have not produced the above records relating to the business
aclivity for verificatiorn, Non maintenance of records and siock acoounl iz in
viplation of provision of the act Ufe 35 of the CGST/ SGET Act 2017 and
hable for Penalty U /g 122[xvi] of sub scction 1 of CGET/BGST Act 2017

Henee it was proposed to levy penalty of Ks. 10,000/ - per Act 83 it is
an offenice Under sub section | of section 122(xvi) of the CGST/SGST Act
2017,

The taxable person has not filed reply for the defeet. Hence lewvy of
penalty of R.10,000/- under COST and Hs 10,000/ under SGET Acl is
confirmed,

DEFEC Lﬁﬂi.yﬂgaﬁuh_hmeﬁanﬂm_ﬁid_ tio:

i

Verification of turmover reported, tax due and tax paid details revealed
the following:

|| Year Taxahle | Tax Pue | ITC Adjusted ‘ Tax paid | Tax paid !

Turnover | ratio
201918
[Upto RS.12,69,44,399 | W52 20 40,080 He.2,27 83 205 Re.B6,6%97 | 0,29
Mexie 17| |

From the above it is come 1o hght that, they have paid very meager cash
payment,

Reason for meagor cash pPayment may be produced.



Reply of the Taxpayer:

We submil the following reply in response (o Defeet No.2 of Notice,
wherein it is alleged that we have paid more tax through I'TC and less tax in
cash as deiailed below:

YEAR | TAXABLE | TAXDUE | 11c ADg TAX TAX
TURNOVER [Rs) ' PAID PAID
(Rs] (Rs) HATIO
2017- | 12,69,44,304 | 2,28,49,989 | 2,27,83,205 | 66,694 | 0.29%
18
(UPTO |
NOV'17)

In this regard, we submil that as we had already stated 1that in order
o survive and overcome the Anancial problems, we have resorted to sell the
finished goods at low price to the dealers rom whom we had purchased raw-
material ingot/billels, adding orly conversion charges to the raw-malerial
cost, where we are required o pay less tax in cash, In addition (o the above,
we had sold the finished goods at a lower price due to markel condition than
the purchase price by which, we had accumulaied excess credit in our credit
ledger. In addition o the above, we are still required to pay lax due of
Rs.33,54,887/. as mentioned in Deleet No.3, in cash, which may increase
Lthe eash ratio. We have fmancially struggled a lot and our bankers' have
Issucd aucton notice 1o recover our lean and hence, we have ne other go
but 1o scll our machineries, raw malerials ele,, o clear our bank loan. These
are the main reasons for lesser eredit rat. We hope that this would suffices

e drop this point.

Conclusion: The taxable person has replicd that they have sold finished
products al lower price due to lnancial problems. In addition as por delec)
no.3, they have to pay ax of R5.33,54 887 which will incrcase the cash
payment and 1ax paid ratio. The reply of the taxable person is accepled and

this defect is dropped




DEFECT NO.3: Difference in turnover and tax due between GSTR 1 and

] - —
Vear Tarnower Tusrnower | Diffceence Tax dae as pee | Tos dus as por Diffescnee
coportod in reperiog in GOSTH 3B GETR 1
GETH 3R _ GAETI i e
&1F-18 AL B B Ba 12,69 49 ¥4 (] Ha.2 3840 980 | BT B L e TP Rad
[y AN |
ti
Favember
T

S 1K Bt filed Bu, A7 530049 18 2 AT S0 AT Mt fiked Ky, 44 55 080 HA AL 058G
ecembce
AT tis ||
March
HITH =

From the above table, it was noticed that, they have not filed GSTR 38
from December 2017 to March 2018, But they have filed GSTR 1 for the
penod December 2017 to March 2018 and reported outward supplics 10 &
valuc of Rs.2,47,50,476 /- for which 1ax liability is Rs44 55,086, They arc
not eligible to claim ITC [rom December 2017 Lo March 2018,

Henece they have o pay tax of 88.22,27, 543/ under CGST and tax of
R8.22,27.543/- under SGST along with penal inlerest E18% Ufs 50(1) of
COST/SGET Act. Penalty of Rs 22 27 543 under COST and M=z 22 27 543
under 5GST was alse proposcd o be levied as per scetion 74 of CGST Acl

Reply of the Taxpavyer:

It is alleged in the aforesaid Defect No.3, that there is a differonee in
lurnover and tax due between GSTR-1 and GSTR-312 and wi have nol Rled
GSTR-3B from December” 2017 to March™ 2018,

In thig regard, we admit that we have neither filed GSTR-3B nor paid
the GST for the period from December 2017 1o March 2018 due 1o Grancial
constraint. But the amount of tax o be paid by us is incorrectly shown as
Es.44 55,086/ withoul taking inte acocount the opening balanece of credit
available in December 2017 and the Input Tax Credit camed during the
month of December2017. The correet amount of tax to be paid is s,

33,594,887 /- only and the details are piven bolow:



I MONTH

|

DIECEMRIGE 17

TAX PAY AL

CREDIT AVAILABLE 1IN
DECEMIBER2017 AS
OPENING BALANCIES IN
CREDIT LEIXIR
INPUT TAX CRIEDIT
AVAILIZEY M
DIECEMBIER 2017 ON
PURCIIASIS

TOTAL TAX PAIT I
DECEMRBER 201
BALANCE TAX TO BE
PAID IN DECEMBER'
2017

JANUARY'18

H BRUAEY'1S
MARCH 1B

TOTAL BALANCE TAX
TO BE PAID FROM
DECEMBER 2017 TO
MARCH'2018

We submit tHat 'due 1o Severe fi

mn the business and stoppe

We have boen

1,28,51,526

TAXABLE

vaLuE |

[

21,12,185
60,62,584
37,24,163

CGST

11,566,638

9,25.043

2,97.299
R
5,232,342
6,34,296
1,90,097
5,45,631
3,35,174

17,05,198

Cal
kS

r g

|  sosT

11,56,638

2,800,552

2.97.2u0 |

ke

3, TF B5]

6,78, 787

1,90,007
5,45,631
3,35,174

16,49, 689

IGST |

61,518

TOTAL
TAX TO
BE PAID

23,13,27¢

- A7.113

"5 4":'lu“rr‘-

12,113,083

3,80,104
10,91,262
6,70,348

33,54,887

nancial constraint we are nol ahle 1o

d production aclivities in Novembier 2017 itself,

issted with Nediee by our Bankers M/s Federal bank,

Coimbatore on 18.05.2017 10 reeover our huge loan amount and thercadter

with several Notices to reCOover our huge
we have sold oul all the machincrics and o
obtained from the bank. The last installment o
December 2020 and the se
Copy of all Notices 1ssued by the

tement Tetie

loan,

In view of the above, we request that W m

above fax ducs along with

inleres) in

Mareh 2021 to pay the dues.

Conclusion: The reply of the Wxpayer was perused. As
COST Act-2017, A regisiered person sh

Bank is enclosed herowiih,

In order to avoid Insalvency,
quipment to sette the Inan
[ the loan amount was paid in

ris yet 1o be received from bank,

ay be permilied o pay the

six installments and granled time till

per Scction 16(4) of
all not be entitled to 1ake inpul tax



th

“Pee
17

Jan

Feb
15
Ml
B

credit in respect of any invoice or debit note for supply of poods or scrvices

or both aller the due date of furnishing of the return under section 39 for

the menth of September [Gllewing the end of financial year 1o which such
mveice or inveice relating to such debit note pertaing or furnishing of the
relevanl annual relurn whichover is carlicr, As per the above section, the
taxable person iz not entitled o take input

December-2017 to March-2018 But the

lax credit for the months of

OPLrIng input tax credit available

Act wise Lax payable by the taxeble person is detailed below--

in credit ledger for the month of December-2017 is acceptable and the tax

due payable by the taxpayer is worked out as below:;-

Tamable CGEET Dun SGET Dae Total Tax CGETITS | BOET TS | 1G8T ITC | Total ITC | Balanes Tux

Valne D Adjuasted | o be paid
Mo L3N 52 LT R R RE TLAR DA w2, 00 5w 1 23 Jen. 2 HE e o R ] B 11 | He 1 ¥, ap, 163
IS ERENT Ha LS T L 90,007 | 4R, 104 ®a Rl | B T AT
Hea G ik Sl L RN T 12 2, AR R R BT AGH il M Wil ILF] Ia, 10000 A0E
Fox 27, 4%, Biih RESAR I | Re350m | on vt ) il Hil Hil R BT
l —| Totul Tux Papable | e 887,071 |

Mont | CGET Tax CGST & CGST Tax | BOST Tax Due | SGST ITC |  SOST Tax
h Due IGET ITC Payablo Adjusted Payable
. Adjusted | A

ee- | B2, 11,56,638 | Rs.2,86,561 | Rs, 8,70,077 Rs.11,56,638 | Rs.2,80,552 | us, 876,086 |
17 |

Jar- | ka. 790,007 | Ni RBs. 1,900,097 | ks, 1.90.097 | ma Ra. 1.00.00% |
14

Feb- | Re. 545634 | fi Hs, 545634 | Bs 5.45 634 Ml Hs, 5,95,634 ‘
18

Mar- | Ra. 3,35.174 | mil | 128, 3,35 174 | s, 335,171 | mi Re. 3,35,174

|5 |
| Tatal | Rs.22,27,543 | s.2,86,561 | Ke.19,40,087 H8.22.27,543 | Hs.2.80,552 Ws. 19,46 991

dince the tuxable person has nol paid the tax 4l the date of order,

they are instructed to pay the tax along with penal interest @18% Ufs 30{1)
of CGST/ 8GST Act. As there was no suppression of fcts;, misstatement or
fraud committed by the taxable person, penally propesed under scotion 74

15 dropped.,

2A :

As per GSTR-38 fled for the peried from July 2007 te November

2007, they have claimed and adjusied ITC 19 a tunc of Rs.2,26,32,220. But

]



ITC aute populaled as per GSTR 24 for the period July 2017 o November
2017 is Rs.2,25,16,304. |lenee the excess availed TTC of Rs.1,15,919 was
proposcd 1o be reversed  along with  penal interest at 249 U/s 50[3) of
CGET/BGST Act 2017 and penalty of Re 1,15,919 u/s 74 of COST/SGET
At 2077,

Reply of the Taxpayer: wherein i is alloged that there is dilference between
n claim of ITC between GSTH-313 and GSTR-2A. As per GSTH-3RB filed for
the  peried from  July2017 o November 2017, an  asmount  of
Ku.2,26,32.220/ - has boen adjusted but as per the ITC aute poptlaled
slalement for the said period is R8.2,25,16,304/-. llence we have avenled
excess ITC of Bs.1,15,919/- and it is proposed Lo reverse the excess crodit af
M1, 15,919/~ along with penal interest E24% under Scolion al(3) of GST
AcL2017 and propose (o impose cqual penalty under Section 74 (1) of GST
Aet, 2017,

(n this regard, we would like 1o submit that it is not the ‘cxcess mput
lax credit’ availed as stated in the Notice, The dillerence in ITC availment
between GSTR-313 and GSTR-2A arises dge o the ressen that we have
availed some of the 1TC pertaing to Getabor und November 2017 during the
resneclive months, which were refleeted in GSTR-2A for the month af
Becember2017. Since the concerned suppliers falls undor “Quarterly
Return” flers category, the aforesaid TIC were nol reflected in GBTR-2A Tor
the months of October and Novembor2017, Henee, there is difference in
avaulment of ITC, We herewith enclosed & capy ol GSTR-2A lor the month of
December 2017 for your perusal. Furthor, we have stopped  preduction
during the month of December 2017 grd sold all our machineries and
tquipments due to lnencil prublems.

From the above, il may be seen thal we have not availed excess [0 as
alleged in the Notice. We have availed only cligible 1TC and henee the
question of reversal ITC and demand of interes] §GE4% under Section I3
and mmposition of cqual penalty under Section A1) of GST Act,2017 docs

nol arise.



As per Scction 50 (3], "A taxable person who makes an unduc or
creess claim of inpul tax credil under sub-scctlion (10) of section 42 or
undue or excess reduction in outpul tax labilbily under suls-seetion (10) of
section 43, shall pay interesl on such undue or excess claim or on such
undue or excess reduction, as the case may be, at such rate not axccoding
Lwenty-four per ¢ont”

11 our gase, we have neither clamed undue or exeess inpul tax credid
nor made undue or excess reduction in output tax liability and hence no
interest can be demanded under Section 50(3) of GST Act, 2017, Similarky, in
as much as we have notl availed any excess ITC, no cqual penalty can be

imposed under Scotion 74(1) of GST Act,2017.
In view of the above, the aforesaid point may be dropped.

Conclusion: The laxable person has replied that they have claimed Input
Tax Credit of #5.7,15,91%9 bascd on purchases effccted during the menths of
Oetlober-2017 and November-2017, In tlaxpayer's GSTR-2A, the Input Tax
credil related lo the above purchase is reflected in the month of December-
2017, The Input Tax Credit of Bs,1,15919 reflected in the GSTR-2A of {he
laxpayer 1s already lapsed as the laxpayer has not Gled GSTR-3B for the
mottih of December- 2017, Therelore the Input Tax Credil of Rs.1,15,9149
claimed by the taxpayer based on invoice is rejected. Henee the laxpaycr is
ardered to pay the excess mput Tax Credit claim of Bs.1,15,919 along with
penal inlerest al 24% /s 50[3) of CGSTSSGET Act 2017 while making
payment. Since the laxpayver has claimed Input Tax Credit based on invoice
which was also reflected in GS8TR-2A in later month, there was no willful

claim. Henee penalty proposed under Scction 74(1] is dropped.
DEFECT NO.5: Tax on Sale of Asset:

U Venheabion of Trading and Profit and Loss Account [or thi yoar
A017-18, it was noticed that they have sold the following assct which are not

reporied mn GST monthly relurns for which tax was proposed as bolow:-



8. | Nature of Asset HSN | Rate of Tax Tax
No Assct Disposal | Code CGST | SGST | CGST BGET
1 | Machinery 125 9245 033 | 8410 | 0% T [2%.8,32,053 |  RaR32.0
2 | Blcetrical 125.34,55,120 | 8547 | 9% T a3, 14,56 ] .3, 14,5
fittings
3 | Furnace Ra.16.95,562 | 8417 | 9% Gt Ks.1,52,601 Re 1,52 6
4 | Mon bloc | Bs 254,080 | 8413 | 9% i, s 23 BRT s, 22 4
Prmp _
5 | Generalor e B503 | 4% Qi M. 57 00T Rs.57,00
6 | Conveyor s 61,872 4010 | 9% o, Ra.5,564 Hs.5,5
7 | Fire R o, B0 EA2d | g 1 Rs.419 25.4
Extinguishers _
8 | Office ks.80,%15 Bi04 | 9% Dty Ha. 7,282 Hs. 7,4
FEguipmont’s Sl
4 | Welding Lo A R BA19 | 9 ks ERTL R4 5
Maching
10 | Computer R.1,36,108 | 8471 | 9% Gt I T RaIZR0 | Raaaa
11 | Cranc Ks-11,632,300 | 703 | 14% 1 4% Fs.1,62, 730 Ra 1,627
Total | Rs.15,76,874 | Ra.15,76,8°
Interest was also proposed to be levied at 18% Ufs 5001 of

COGST/BGAT Act 2017 and penalty of Ks.15.76 874 ander CGST and

Rs.15,76,874 under SUST as per scction 74 was also proposcd.

Reply of the Taxpayer:
With relerence Lo the above ciled Notice, which containg the defeets

detected in our books of accounts during the inspection conducted by the
department on 14092020, we would like {o submit that we have stopped
production activities after November 2017 due 1o finaneial problems and we
have sold most of the machinerics and cquipments during the month of
December 2017.

As we have stopped our praduction activitics and  seld our
machineries, almoest all stall had lefl cur company and now we arc handling
the issucs relatng 1o dispules and Anancial problems through our Auditor,
who ig also deprived of stall due o COVID-19,

With relerence to Defeet Noo5 of the above cited Nolice, wherein it is
alleged that woe  have sold assct which are not reported in GST Monthly
Keturns [or which CGST of Re.15,76,874/- and SGST of Rs.15,76,874 is
proposcd 1o domand alomg with interest @18% under Section 50(1) and

ecqual pénalty under Scction 74 of CGST/SGET Act, 2017, we submit thal

3



the above allegation is baseless and not acceptable as the same ig raiscd on

the book vealue shown in the Oeprecigtion Schedwle of Profit & Loss

Accounl/Balance Sheel fled along-with the Income Tax Return for the
financial year 2017-2018 (Assessmoent Year 2018-2019), The details of value
af machineries and cquipmentsa shown in the Schedule are only for book
purpose and nol actual value of the machinenes and cqguipments shown in
tho schedule as per the Auvdifor’s stalement.

We have sold our worn-oul old machinerics and equipments ‘as such’
and alss in ‘dismantled/broken condition' for scrap value as they were
bought way back during 1990 and as they would not feich more value than

the scrap value, The old machinerics and equipments were sold o M/s

Ialaji Stecls, Coimbatore on 15.12.2017 and the details arc given below:
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INVOICE & DESCRIPTION OF GOODS TAXABLE | CGST SGST
DATE SOLD VALUE(Rs) (Rs] | [Rs] |
454,/15.12.2017 | M3 CONDEMNED MACHINERY 240,840 | 21,676 21676 :
PARTE - S0LD AS SURAT |
455715, 122017 | M3 CONDEMNEDD MACTIINIERY 2.33 TBD{ 233 TR0 | ‘2,33 TR0
PARTS - SOLD AS SCRAP
| 456/15,12.2017 | USED HEAVY MOTORS & 500,000 | 45000 | 45000
SMALL MOTORS . _
457/15.12,2017 | USKED PANEL BOARD/ USED 3.00,600 | 27,000 27.000
CABLES
4584 15,12,2017 | USED LATHE/USKD SHAPING 500,000 45000| 45000
MACTTINE  USED DRILLING
MACHINE _ ,
459 15.12.2017 | USIKKD MILL STAND WITH GIEAR 00, 000 Fa3, H, 000
BOX, USED FLY WHEEL
JUSEL CONVILYORS
460/15.12.2017 | USED HEAVY 650,000 | 58,500 | 58500
TRANSFORMERS/USED
GENSET _
46115, 12,2017 | USED FURNACIE CUTTING 0 20,000 RS, 500 B9, 500
MALHINIE/ ISED STRAITENING
MACHINE CHIMNEY [ USED
o | OILTARNKS .
462/15.12.2017 | MS CONDEMNED MACHINERY 473500 43,157 | 43,157 |
PARTS-SOLD AS SCRAP '
463715.12.2017 | MS CONDEMNED MACHINERY 4 80,840 | 43.276| 43,276
PARTS-SOL1) AS SCRAP
i 464715.12.2017 | M8 CONDEMNED MACHINERY 4 80,120 43,211 13,211
PARTS- SOLID AS SCRAP
465715122017 | MS CONDEMNED MACHINERY 4,81,080 43,297 43,297
PARTS - SOLD AS SCEAP =
615122017 | M5 CONDEMNIED MACHINERY 4 81,200 43,308 43,308
PAKRTS - SOLID AS SCRAP




[ 467 /15.12,2017 | MS CONDEMNED MACHINIZIRY 4 B0,360 43,232 43,232
PARTS- SBOLID AS SCRAP .
ARES15.2017 MS CONDEMNED MACHINERY 344,040 30,964 30,064
PARTS - BOLD AS SCRAP. N _
MS CONDEMNED MACHINERY 2,98 260 26, 843 26,843
469/15,12.2017 | PARTS - SOLD AS SCRAP T | | iy
TOTAL 76,00,020 | 6,684,002 | 6,84,002

The above transactions were reported in our GSTR-1 for thi: month of
December 2017 and the same can be verified by the department, Hence, the
allcgation thal we have nol report the transactions in GSTR-1 18 INCOrreet.
However, we have not filed GSTR-38 due to financial problems.

It appears that the proposed demand is based on the book palue,
which is assumed one and net actual value, The CGST and SGST can be
demanded only on the taxable value shown in the invoice and not on the
assumed value/book value. Hence, the allegation raised in the Notice is not
sustainable under law and the GST cannot be demanded on the "book
value' shown in the Profit & Less Accounl/Balance Sheet, Therefore, no
aclion Lo demand interest and impose penally under Section 50 and 74
reapeclively of the CGST/SGST Act, 2017 can be taken by the department.
[ wiew of the above, il is requested 1o drop further procecdings in this issuc,
Coanclusion: The Taxpayer's contention is that, the value of machinesies and
equipments shown in the schedule of Profit & Loss/Balance sheet are only
for book purpose and not actual value of the machineries and cquipments
sold. They have sold worn-oul old machineries and cquipments ‘as such’
and also in ‘dismantled fbroken condition’ for serap value. They have sold
old machinerics and equipments o M/s Balgy Stecls, Coimbatore on
15.12.2017 for a value of Rs.76,00,0200nveice no. 454 (o 469) and reparted
the wransactions in GSTR-1 for the month of December-2017 which was
verified and found to be correct. 33Ul they have not fled GSTE-38 for the
month of December-2017 and fiot paid tax. The defeet of nonpayment of tax
lor the above transaction ig already covered in Defect no.3. Henee the reply
of the taxable person is aceepred and 1_r-1f: lax, intercst and penalty proposed

m this defect arc dropped.
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DEFECT NO.6: Circular /| Reciprocal transaction with certain dealers:

They are a manufacturer of MS Squarcs, MS Flats, MS Angles ad MS
Rounds which are finished products and supplicd them to taxable persons.
On verification of inward/outward supply for the year 2017-18 wth
reference to monthly [ GSTR 1 and GSTR 2A) returns filed by them, it was
noticed that they have elfected both inward and outward supplics of Lnished
products with certain laxable persons.

Being a manufacturcr of fimished products, the inward supply of
finished producis such as M$ Squares, MS Flats, MS Angles and M3
Rounds cffeeted by them from cerlain taxable persons 1o whom they have
supplicd such [mshed products is in the nature of circular/reciprocal, n
order to avail input tax credit and thereby to reduce output Lax labihty. [n
he. absenee of transport documents and hank fransaciions on such
purchases, Imput Tax Credit claimed by them on such imward supply of
finished products was proposcd to be reversed under scetion 1612|{b] of the
THNEST Act and COST Act. Penelty of Rs7,61,107 under CGST and
Rs. 761,107 under SGST as per seclion T4|l) was also proposcd. The

amount af Input Tax Credit proposed o be riversed is detailed below,
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5. Dealer | GETN NO Taxable COsT SOST Total ITC
No Name Valoe Proposed Propaacd proposeid to
to he to he be reversed
; e reversed reveracd .
1 | lindustas | 3TAABPUGSTEFLZEE [ Ra 4,17413 Rs,37,567 Hs. 37 S67 R, 75,104
Hardware ek : o Lo D D i =y d
2 | Nomeer AFAAIPGASHN 1] Hs. 361,059 R5.32,4954° Rs.32495 Jes B, 990
Sicel
3 | CHEENU AARADOET ARG 12V | 15.40,58,247 | a1 ,86,212 | Rs,1,85242 | Rs.3,70.484
AREMA
ALLLY I
LTI
4 | RPSTEELS [ 33AAIFRDODAY.IED R 11,630 25, 19,047 FEM LRI s, 2 [0
5 | APOLLO ARAAKCAZERRK1Z0 | ®2.20,99,783 | HalHA980 | Ha.188 980 Ha. 2,77 960
BTRUCTUR
Al P LTI
6 | TEXLAND AEAALITEO0EI TG [4s.1,59 380 Hs, 14,344 W, 14,04 [, 24 HEH
INEILISTRY
¥ | CHERAN TIAAMOBES0L 125 | Red149.2499 | Re283,402 | Rs.2,83,432 | RBs.5,66.864
STRELS P
I;-Illj -
CTCYTAL He 84 56.761 | Re7.61,107 | Re7.61,107 | ®a. 1522214
I



Reply of the Taxpayer: wherdin it is alleged that we have cffected
inward/outward supplics of finished goods with eertain taxable persons,
which is in the nature of tircular) reciprocal transaction in order to avail
input tax credit and thercby reduce the outpul tax liability. In the absence
of transpott decuments and bank statements on such purchases, ITC of Rs,
761,107 f claimed on such inward supply of finished goods is proposed to
be reversed under Section 16(2) {b) of GST Act,2017 and proposc Lo impose
equal penalty under Section 74(1) of GST Act, 2017,

SLNo.| Name of the Dealer Total ITC
proposed to be
reverged |.
. _[Rs)
1 Hindusthan Hardwares V5,134
2 | Fioneer Steels 64,900
3 | Cheenu Amma Alloy Ltd, - 3,70,484
4 | RP.Sieels 38,094
5 Apalle Structurals {17 Ltd., ..'"r-,"?'.?,‘-:iﬁﬂ
6 Texland Industry 2B, BER
¥ Cheran Stecls (17 Tad., 0,66, 864
TOTAL | 15,22 214 r

in this rogard, we would like (o submit that there is no bar to
purchase and sale of finished goods under GST regime as the concept of
payment of tax shifted from manufaciure te sale. In the erstwhile Central
Excise regime, the concepl of paymenlt of duly/tax arises on own
manulaciured poods at the tme of sale of goods. But afier introduction of
GiST with effect from 01.07.2007, the concepl of payment of GST ariscs on
sale of any gooeds whether it is own manufactured goods or traded poods,
The issuc is "GST' (both Central GST and State (3T} should be discharged at
the time of sale by any ‘dealer’. [n GST regime both manufacturer and trador
falls under one eatogory, called DEALER. There is no difference fscparate
sctol rules [or ‘manulacturer’ end “rader’. Jloth are covored under sarme
rules and procedures and there is no restriclion to purchase and susle of

similar finished goods of a manufacturer. (1 15 not known how the
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department came o a concluson that trading of similar goods between iwo
‘deslers’ amounts to ‘circular/ reciprocal’ transaction.

Nowhere in GST Law, either Staic Law or Central Law, sale of goods 1o
a supplier from whom such goods are purchased. Further, purchase and
sale of similar goods between two set of dealers is nothing but conventional
one and it is also nol barred in new GST regime. In no stretch of
imagination, it can be said thal same poods were [purchased and sold)
traded between us, I need arises, we used to buy some of our finished poods
‘hen and there from the dealers mentioned above 1o fulfill /eomplele our
commitment o our customers, Likewise, if the aforesaid dealérs need any of
such goods they uscd approach us and we would sell the same 1o them. Al
no point of time we had purchased and sold the same goods wilh same
quantity. It may he scen from our irensactions with the aforesaid dealers
that our purchase guantity and sale quantity were always varies and it
would not be same goods with same quantity. IT it is 86, then only 11 can be
construed, to some cxtent, as cireular/ reciprocal trading.  Unless it is
proved beyond doubt that only invoices alone traded betweon the two
dealers wilhout movement of goods, it cannot be alleged that it is circular /
reciprocal trading with intention 1o avold payment of lax by claming
wrongful [TC. The depariment has not provided any proof thal we had
indulged in bill trading activity. We would like to poinL out that no
incriminating records were recovered at the time of inspection which
sirengthens our claim of genuineness. All the transactions are taken place
well within the ambit of the provisions of the Act and no clandestine
transactions arc laken place.

Further, il may be scen from the above table that the amount of 1TC
involved is less than one lakh in respect of four dealers and the ITC involved
in remaining three dealers is also less than 5.0 lakhs cxcept in onc casc,
where algo the amount of ITC involved is less than 6.0 iakhs. No prudent
dealer would indulge in such activity of Bill trading’ for such a skimpy
benefit of ITC as claimed by the department. Further, wo have sioppoed
production during the month of Decomber 2017 and sold all our

machinerics and equipments due e fnancial problems. Further, in respoct
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ol some dealers, goods were supplicd through the customer's vehicle and in
some cases the rate was mclusive of freight and hence no freight chirges
were paid by us. In all the above-mentioned transactions, paymoni was
received f paid for purchase and sale of goods throu gh bank only.

We bhave rightly claimed I'TC based on the inpul available in our
GETR 2A and we have nol violale any provisions of section 16 of the G&T of
the Act

[n this regard, we would like to inform you that you have issced the
show cause notice with the predetermined mindset that the return supply
happens only due to evade 1ax withoul verification of any records submitted
by us.

We onee again reitérate that we are not bill traders and kindly
undersiand our modus eperandi and consider our submission which is
constructed based on the facts and fgures. x

[n our case, we have raised/ received proper inveices, weighment slips
and e-way bills for movement of goods and made freceived paymenl for such
lransactions respectively. Hence, the guestion of invoking of provisions of
Scction 16(2) (b and Section T4 || of GST Act,2017 docs not arise.

As per Section 16 (2} (b} of GST Acy, 2017, "Notwithstanding anything
contained in this scction, ne registered person shall be entitled to the
credit of any input tax in respect af any supply of goods or services or
both to him unless— (a) he isin posscssion af a tax invelco or debit note
issucd by a supplior registered under (his Act, or such other tax paying
documents as may be proscribed; (b)) he has received the goods or
services or both. [lixplanation.— For the purposes of this clouse, i shall be
deemed that the registered person has received the goods or, as the case may
be, services— fi} where the goods are delivered by the supplier to a recipient
or any other person on the direction of such registered person, whether aeling
s an agent or elherwise, before or during movement af goods, éither by way
of transfer of documents of fitle o goods or otheruase; 1) where the services
are provided by the supplier lo any person on the direction af and on account

of such registered person;|
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We have not taken credit without receipt of either goods or
service or both. Henee, the question of reverssl of ITC docs not anse and no
penalty can be imposed [or the same under Section 74(1) of GST Act 2017,

The question of imposition of penally equivalent Lo the tax demanded
n the Notice under Section 74(1) of GST Act ariscs only if any lax has not
been paid or short paid or when input tax has wrongly been availed or
utilized by reason of fraud or any wilful misstatement or suppression
af facts to evade tax.

In view of the above, it is requested 1o drop the aloresaid point,
Conelusion: The reply of the taxpayer was verified. ‘The crux of the reply is
{hal, they are manufacturer of fnished products such as MS Flats, MS
Rounds, MS Angles and M35 Sguarcs ctc, If need ansc, they uscd to buy
some of their linished goods then and there from the dealers 1o
fullillfcomplete their commitment o their customoers. AL no point of tmc
they had purchased and sold the same goods with same gquantity. It may be
spen from their transactions with the aforesaid dealers that their purchasc
quantity and sale quantily were always varics and it would not be same
goods with same gquantity. Unless it is proved beyond doubl that only
inveices alone traded between the two dealers wilhoul movement of gnods |
it cannot be alleged that i s circular/ reciprocal trading with inlention to
avoid payment of ltax by claiming wrongful ITC. Further, in respecl of some
dealers, goods were supplicd through the cuslomers vehicle and in some
cases the rate was inclusive of freight and hence no freighl charges wore
paid by them. In all the above {ransactions, payment was recclved /paid for
purchase and sale of goods through bank only,

The tax payer has produced copics of Electnicity Bill [or the months
July-2017 o December 2017, Central excise return copics ior thi: months of
April-17 1o June-2017, original copies of inward and pubward supply
invoices, certified balance sheet and Trading & Profit loss account for the
year 2017-18, Income tax rclurn filed for the year 2017-18 and bank
statement for the period of July-2017 to March-2018. Omn verification of the
above documenis il i3 notcd that they are a manufacturer of finished

products such as MS Flats, M5 Rounds, M3 Angles and MS Sguarcs cto.
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Further the following trangporters and taxpayers were randomly
summened 10 verify whether the tax payer has actually moved goods or not
1.Ramavilas Transport, Salem:

Thiru. K Senthillkumar owner of Ramavilas Transport appeared before
me on (0501.2021 and replicd that he owns seven goods carrier
vehiclos, (TN30AMA 399, TNIOYS090, TNI1F4757 TN4FATIAY TNOZJ2011,TNG
FW1035, TNS4HBA22], Duriag the year 2017-18, he transporied goods for
Cheran Sicel Rolling Mills, Combatore, B3ul he has nol maintaimned Lorry
receipts and Trip shoet. e received lorry froight by cash from Cheran Stect
Ralling Mills for which he has nol received voucher, He also produced photo
copics of Registration cortificate of vehieles belong to him.
2.Ramvilas Transport, Salem

Tmt 8. Bhuvancshwari owrner of Ramwyilas Transport appearcd belore
me on 05.01.2021 and replied that she owns four goods camner
vehicles TNS2X24752 TN2BAFGTOR TNOIVE320, TNA1AD41Y6]. During the
year 2017-18, she transported goods for Cheran Steel Rolling Mills,
Coimbatore. Bul she has not maintained Lorry reccipis and Trip sheel. She
received lormy freight by cash fom Cheran Steel Relling Mills for which she
haa nol received voucher, She alse produced pholo copics of Regsiration
certificate of vehicles belong to her.
3.5.L.5yad Ismail, Coimbatore

Thiru.S.1.8yad [smail appeared before me on (05.01.2021 and replicd
that he OWIIS three gonds CHTTICT
vehicles [THNS2 3765, TN2BK9976, TNOSUST25). During the year 2017-18, he
transported goods for Cheran Steel Rolling Mills, Coimbatere. Bul he has
not maintamed Lorry receipls and Trip sheet, He received lorry freight by
cash from Cheran Steel Relling Mills for which he has not received voucher.
He also produced phote copics of Registration certificate of vehicles belong
to him.
4.8ri M.8.T. Smelters Private Limited, Sankari

Thiru.G.Venkatesh, Managing [Director of M.S.T Smeliers Private Lid
appearcd before me on 11.01.2021 and rephed that thelrr company own
three goods carrier vohicles ([TNIOROGIE, TNG2139327, TNS2F1852] They had
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only putward supply transactions with Cheran Steel Rolling Mills. They had
direct outward supply transaction as well as hill to ship 1o mode transaction
through JB Traders. In both transactions they transported goods on their
own company vehicle, Sinee they have transported goods on their own
vehicle, they did not cellect freight charges from Cheran Steel Rolling Mills.
They have enclesed bank stalement for the iransactions, They also
produced photo copies ol Registration certificate of vichicles belong to the
COTPETLY.
5- Cheenu Amma Aloy P Lid, Coimbatere
4 Thiru. 8. Mylsamy, Manager of Cheenu Amma Aalloy P Lid appearcd

bafore me on 06.01.2021 and replicd that they had eflected purchase and
siles of raw matorials with Cheran Steel Rolhng Mills. For the éntro
purchase and sales transactions offecled with Cheran Siweel Rolling Mills,
they have not received any freight charges from them. The entirg transport
cost was borne by thom. They have alse produced veucher copies lor the
freight charges paid. The goods wesc ran sported by the [ollowing vehicles,
1. TNITCDO129, 2. TNITCDOEL, A THNITRA200, 4. TNITCJIB30O0,
5. TNATRK1400, 6. THNITER1300.
6. Hindustan Hardwares, Coimbatore

Tvl Hindustan Hardwares has replicd that their company own wwelve
enods carrier vehicles, The iramsporl cosl was borne by Hindusian
Hardwares [or the purchase and sales cffected with Cheran Steel Rolhng
Mills through their own vehicle (1. TN3SY7 158, 2TNIBACI299, 3.TNGL
4100, 4 TN3BARG19Y, 5 TNIEVTIS7, 6. TNAGBOO1Y, 7. TN38M4 100, 8 TNIS
1200 O TNA6KES82, 10, TNIBAFI29Y, 11.TNITADI9Y, 12 TNI7R4194), The
purchase and sales cilccted through third pary vehicles, the transport cosl
was borne by Cheran Stec! Rolling Mills.
7.8ri Vigneswara Steels Pvt Lid, Sankari

They did not appear and requesied tme to file reply,
8.8ri Vinayaga Alloys Pvt Limited, Sanlkari.

They did not appear and requested me o file reply,
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On verification of the replics of the above transporters, it is noticed
that the taxpayer has aclually moved goeds in respect of inward and
outward supplics. Henee, the Input Tax Credit claimed by the laxpayer on
such purchase of finished preducts for which transport details and bank

transactions available 18 allowed as below:-

| 8 | Dealer | CGSTITC | SGSTITC | CGSTITC | BGETITC | Halance Halanee
No | Name | Claimed Claimed |  allowed ! allowed CGET ITC | SGSTITC
| - payable | payable
1 | Hindustan F, 39 567 Hadvoor | Rel05829 Rsl0G834  Ba.26.985 s, 265, 085
| Hardwiro
2 | Poncer | Hs22A0600 Hal3405 | HedS5508 % Me 5568 | Re16987 | Raib0uv
| Sl
3 | Cheenu |I~!=.1,H!i.,:-!-‘1’.:! 0 BE 20 | Be 185240 | Ra | 05240 Nil Nl
Amima
Adlay |
Lid ” : AT
[_ 4 | B P Stecls Ha. 19,047 12510 (47 Hi Mil [s, 19,00 Rs. 10,047
I B [ Apalla Ha, | HE 0BG | J2 1 HE 080 TN T N[ E=14BSE0 | 1,88 980
Sbruclural
™ Lad |
| 6 | Texland H=, 14,344 185, 14,344 wil NIl | Ee.14,34% R 14,344
Inclusiry |
¥ | Choran Hx 2 B3,A52 | 1s2,H3,402 il Nl | WE2LB3A32 | 16283450
Steels |
il |
Teatal [ BaW61, 007 | We761,007 | Rai2 11,302 | Kaa11.2092 H&3,49.715 | 14s.5,49 715

Therelore the taxpayer is ordered 1o pay COST tax of Rs.5,49,715 und
S(GST tax of Rs.5,49,715 and penally of Hs 5,49 715 under CGST and
Fe.549 715 under SGET Acl

DEFECT NO.7: Sale of Raw matcrials:
They have clfected outward supply of raw materials such as

impots and hillels (which are inputs for their manufacturing activity] 1o
certain taxable persons during the yoear 2017-18, Being a manufacturer of
hnished products, supply of raw malerials to taxable persons from whom
thay have clfecled mward supply of raw materials is circular/reciprocal in
nature. In the abscnce of transporl documents and bank transactions on
such outward supplics, Inpul Tax Credit claimed by them on corresponding
imweard supply of raw matcnials was proposcd to be reverscd uiider seclion
16{2](b] of the TNGST Act and CGST Act. Penalty of Ks.16,46,970 under
COST and Ka.16,46,970 under SGST as por scclion 74(1) was also
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proposed, The amount of Input Tax Credit proposed to be reversed is
detailed below:

8.No | Dealer GSTN NO Taxable Value CGET |  8G8T Total ITC
Name Proposcd to | Proposed to proposed bo

be reversed | be reversed | he reversed
|| CHEENU | 33AADCCTAZ08 12V | Ra6q, 84 153 RHs.5,83,574 | Ra.583,571 | Bs 1167198

SRR,
ALLOY
P. LTI

2 | CHERAN | 33AAMCSSS0ML1%5 Rs.1,18,15,514 | Hs.10,63,308 | Hs.10,62,204 He.21,26 793

ETEELS
P ETR

Reply of the Taxpayer: wherein it is alleged thal we have cffected cutward
supply of raw materials such as ingots and billetes to cesrtain laxahlc
persons. Further, being a manufacturer of finished poods, supply of raw
malerials (o taxable persens from whom we have effected inward supply of
raw malenais is circular | reciprocal in nature. In the absence of transpon
documents and bank transsclions on such outward supplics, ITC daimed
By us on corresponding inward supply of taw material is proposcd to be
reversed under Seetion 16{2)0b) of GST AcL2017 and proposed 1o T pose
cqual penally under Section 1] of GST Act, 2017

8LNo. Name of the Dealer Total ITC proposed |
_ to be reversed
| Cheenu Amma Alloy (P Lid, 11,67,148
2 Choran Steels [P Lid,, 21,926,792
TOTAL 32,93,840 |

In this regard, it iz submitted (hat we have purchased a total of
3,948.070MT of raw maicrial M.3.Ingots) Billets during the yoear 2017-148,
oul of which we have sold a tolal of 645.570MT of M. 5. Ingots /Billets o the
aforesaid dealers (copy of invoices enclosed), which works out 1016.35%af
lotal raw materials purchased. 1t may be scen that the 1otal quantily of raw
materials sold as such is very meagre when compared to the wotal volume of

raw materials purchased. We resort to sale the raw materials then and there

0

TOTAL Rl 82,99.667 | R5.16,46,970 | ks.16,06,070 12492 .93, 040 |



when we are nancially struggling to run the busincss. Morcover, il is
common and acceptable one in trade. In the course of trade, raw materials
can be sold as such and there is ne bar to scll raw materials under the GST
Aot 2017, Nowhero 1t 18 restricted in GET Act, 2017, Henoe, our transacticon
of sale of raw materials with the aforesaid dealers 18 in order. Copy of Raw
Malterial Account, coneerned invoices and c-way bills issued to the aforcsaid
dealers arc submitted herewith for perusal. Farther, our company is a
lnancially sick, having huge financial crisis. Our financizls vz, Balanco
Sheet and Income-Tax Returns will exhibit the same. Loss incurred
conbnuously due to market situation. We had one more company viz. Tvl.
Cheran Steels Privale Limited. The said company was auctioned by the
Banker duc to non-paymeni of lean and kepl the company idle for 2
manths., Bince wo were struggled for Bnanee, we have seld oul all gour raw
matenals /finished goods [or wanl of funds. FPurther, in respect of M/s
Choenu Amma Alloy (P Lid., goods were supplicd through their own vehicles
and in Lthe case of Mfs Cheran Steels [IM Lid., we have used our own vehicle
and hence no freight charges were incurred by us in the aforesaid
iransactions. I all the above-mentioncd {ransaclions, paymenl was

seeeived/ paid for purchase and sale of goods through bank only,

As per Scetion 16 (2] [b) of GST Aet, 2017, “Notwithstanding anything
conlamed in this scction, no registered person shall be entitled to the
credit of any input tax in respect of any supply of goods or services or
both to him unless — (a] he 1=in posscesion of a lax invoice or debit nole
iszued by a supplier registered under this Act, or such other lax paying
documents as may be prescribed; [b) he has reccived the poods or
services or both. [Explanation.-— For the purposes of this clause, it shall he
deemed that the registered person has received the goods or, as the casc
may b, scrvices— (i) where the goods are delivered by the supplier to a
racipiont or any ol porson on the directon of such registered person,
whoether ‘acling as an apent or etherwise, before or during movement of

goods, cither by way of transfer of documents of title 1o goods or otherwise:
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1) where the services are provided by the suppher 1o any person on the
direction of and on account of such remstered person;)

We have not taken credit without recelpt of either goods or
service or both. Hence, the question of reversal of ITC docs not arise and
no penalty can be mmposed for the same under Scction 74(1) of GST
Act, 2017,

26.  The question of imposition of penalty equivalent to the tax demanded
in the Notiee. wnder Section 74{1] of GET Act arises only if any tax has not
heen p.u;fr.:] ::—r, ;';H:'}'_r‘l‘;}miu;] -;g,:.L]" when input tax has wrongly been availed or
utilized by reason of fraud or any wilful misstatement or suppression
of facts to evade tox,

i view of the above, it is requesied 1o drop the aforesaid point.

Conclugion: The contention of the reply is that they have purchased
A8 U0TOMT of raw mateoials M3 [hpgots/Rillets in the year 2017-18, oul of
which they have sold 645 570MT of MS Ingots/Billets to Tvl.Cheran Stecls
Pvi Lid and Tvl.Cheenu Amma Alloy Pt Lid which works eutl o 16.35% of
lotal raw material purchasced and it may be noted that total quantity of raw
malerials sold as such is very meaper when compared to total volome of raw
materials purchased. When they were financially struggling, they used 1o
sell raw materials for want of funds. The tax payer has sold major portion of
raw material in the months of November-2017 and December-2017 when
they were aboul to close the company duc to financial loss. On verification
stulements given by the transportiers, it s noliced that the taxpayer has
actually moved goods in respeet of inward and outward supplics. They have
also filed bank transaction details. Further the taxpayer has reported the
oulward supply details in GSTR-1, Hence the reply of the tax payer is
accepted and the lax and penalty demanded in the defeet is dropped.
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5. Wature of CGET Dac RGET Due Total Tax CGET | S®GBT
Mo Dot D Peanaliy | Penalty
I, | Maan e Anonn | R 10000
Madntenanoe |
af Weeoreds el
| Tax differonoe | R 5990, 03800 | R 50 a9l e 38857973 | _,.-""r Mil Mil
| mebween GETI |
1 ard GETHEIT | |
&0 iferenee o i 157 A | Hu 53 Ay | R, 1,065,000 | = I MLl
Glam of [1'C
st
CEFIEAN o |
| GEBTR EL | |
4. '.| Circalair f Hoecip =548 Y 15 | L b B Ma 1O AN L Ha A9 T15 | Be 5408715
riocal
[ transaction | : -
1 Tertald | ERAERARDLGY | e 26 5 GHE P 510N | Ha G 85075 HE 559715
y Fa L]
B SBL oV
STATE TAX @ <1,
ADJUBICATION CELL,
OFFICE OF THE J@INT COMMISSIONER (ST
{INTELLIGENCE), COIMBATORE - 18,
To

ABRSTRACT:

Twl.Cheran Steel Relling Mills,
a13/) 2, Mettupalayvarm Koad, Coimbatore,
Copy submilted ta Joint Commissioncr(ST], Intelligence, Coimbatore,

Copy  submitied

Coimbatore.

Copy 1o State Tax Officer, Collection & Arrcar, Coimbalore.
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Tatal |
Feoalty
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Fa. B 1.19.%230

o Assistant Commisoncer(ST), Velandipalayam Circle,
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