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PREFACE

The VAT system has been successfully adopted and practiced in over 150 nations of the world. It is levied at each point of sale on the price of the commodity added from time to time as it passes through various hands in a continuous channel of distribution. The value is added at each stage of this process in terms of price enhancement due to the action of some activity of production or manufacture or process undertaken on the commodity. 

In India VAT is a new concept. In this era of liberalisation, faith has been reposed on the dealer for tax compliance, while limiting the departmental scrutiny to limited cases. Lot of reliance is placed on the audit reports issued by the fellow members. This is the first time an audit is required under a sales tax law by a Chartered Accountant. It is the duty of the Chartered Accountant conducting the audit to maintain the integrity of the reliance so placed in our Institute. The last date for filing the MVAT audit report has been extended to 31st January 2007 for the financial year ended 31st March, 2006 vide Trade Cir. No.32 T of 2006 No.VAT/MMB-1006/152/Adm-3 Dt.18.10.06 of the State of Maharashtra by the Sales Tax Department. The purpose of MVAT audit is intended to bring out the audit report in Form 704 and to assist the dealer in compliance with legal provisions pertaining to VAT. The aim of this book is to assist fellow members in performing MVAT audit systematically. This book lays down the approach towards audit and the planning and documentation that is a prerequisite for any audit.

This book includes the relevant provisions of the MVAT Act 2002 and the CST Act, 1956; specimen documentation for audit purposes and the VAT websites of Indian States and Union Territories; and much more...

We shall appreciate further questions from our readers and all concerned on various issues so that they can be included in our future edition or replied through email rajkumarfca@gmail.com. 

We will appreciate if our readers can give suggestions and criticism and call our attention to errors, which might have inadvertently crept in. Alternatively, the readers can also post their queries at http://www.carajkumarradukia.com. I would be glad to receive your queries or suggestions. Those who are interested in getting similar technical material on a regular basis can send an email to carajkumarradukia-subscribe@yahoogroups.com and subscribe to our yahoo group. 
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Chapter 1

Introduction to VAT

Value-added tax (VAT) is a modern and progressive system of sales tax. It brings in the system of self-assessment giving rise to transparency and mutual trust. It is an indirect tax, i.e. collected from a person other than the one bearing its cost. In some countries, including Australia, Canada, New Zealand, and Singapore, this tax is known as "goods and services tax" or GST; in Japan it is known as "consumption tax". 

It is a simplified and transparent system of tax in which tax is levied on the value additions, at each stage in the production-distribution with a provision of set off of tax paid in earlier stage. Personal end users of goods cannot recover VAT on purchases, but business organizations can set off VAT on the goods that they buy to make further supplies. In this way, the total tax levied at each stage in the economic chain of supply is a constant fraction of the value added by a business to its products, and most of the cost of collecting the tax is borne by business, rather than by the state. It has been criticized on the grounds that it is a regressive tax.

A French economist conceived the concept of VAT in 1953. Maurice Lauré, joint director of the French tax authority, the Direction générale des impôts, as taxe sur la valeur ajoutée (TVA in French) was first to introduce VAT with effect from 10 April 1954 for large businesses, and extended over time to all business sectors. VAT was introduced because very high sales taxes and tariffs encourage cheating and smuggling. In France, it is the most important source of state finance, accounting for approximately 46% of state revenues.

In India, VAT system was already there in the form of Central Excise Duty. Local sales tax laws and Central sales tax law existed in the form of Sales Tax Acts for each State and Central Sales Tax Act, 1956.

The first meeting on VAT was held in 1995, convened by Dr. Manmohan Singh, the then Finance Minister of India. On 16th of November 1999, the Chief Ministers and the Finance Ministers of States decided on the following:

· To introduce VAT

· To harmonize sales tax by implementing uniform floor rate, and

· To discontinue industrial incentive scheme for sales tax

The empowered committee released a White Paper on VAT on 17th January 2005. This was the uniform basis the States agreed to adopt to avoid competition between States. VAT replaced sales tax on 4 January 2005. Though some states did not opt for VAT (for political reasons), majority of the States embraced VAT, with Haryana being the first. Tax on goods is a State Tax. The Empowered Committee, constituted by Government of India, provided the basic framework for uniform VAT laws in the states. But the States have a liberty to set their own valuations for the VAT levied in their own territory.

Maharashtra passed VAT bill on 1st April 2002. The Act came into effect from 1st April 2005. The Act is called the Maharashtra Value Added Tax Act, 2002.

Chapter 2

MVAT Act, 2002

2.1 Important Definitions

Sale and Goods

Section 2(24) of the MVAT Act 2002 defines the term ‘sale’.

As per this definition, sale means a sale of goods made within the State for cash or deferred payment or other valuable consideration but does not include a mortgage, hypothecation, charge or pledge; and the words “sell”, “buy” and “purchase”, with all their grammatical variations and cognate expressions, shall be construed accordingly. A transaction can be called sales only if it satisfies all the following conditions:

1. It should involve sale of goods.

2. It should happen within the State of Maharashtra.

3. It happens for cash or deferred payment or any other valuable consideration.

4. It should not be a transaction of mortgage, hypothecation, charge or pledge.

5. It should be a complete sale and not just an agreement to sale.   

Definition of ‘Goods’ under the Constitution

Article 366 (12) of Constitution of India states that the term ‘goods’ includes all materials, commodities and articles.  This definition is very wide. However, the term ‘goods’ used in MVAT Act 2002 is not as wide as it is defined under the Constitution.

Definition of ‘Goods’ under the Central Sales Tax Act, 1956

Section 2(d) of the Central Sales Tax Act 1956 defines the term ‘goods’ which is the same as the definition under Maharashtra Value Added Tax Act 2002.

The term ‘Goods’ includes all movable property.  In several cases, it has been held that sale of steam, electrical energy, etc. is sale of goods. However, the tax is only on movable property. There is no tax on immovable property. Section 3(14) of the General Clauses Act defines the term ‘immovable property’ as land, benefits arising out of land and things attached to the earth or permanently fastened to anything that is attached to the earth. However, as per Section 2(7) of the Sale of Goods Act, goods include standing crops, grass and things attached to and forming part of the land, which is agreed to be severed before sale or under contract of sale. Thus, the term goods include uprooted trees, second hand goods, rejected goods as well as worn out goods, etc.

Appointed Day

Sub section (3) of Section 2 defines ‘appointed day’ as 1st April 2005.

Turnover of sales

Section 2(33) defines ‘turnover of sales’.

Turnover of sales is the aggregate of sale price received and receivable in respect of sale of goods by a dealer as reduced by any sales return and any deposit refunded by the purchaser within the prescribed period.

In case of sale on hire purchase system or any other installment system of payment or in case of transfer of right to use, sale price shall be amounts received or receivable during the relevant period.

Where the registration certificate of a dealer is cancelled, sales turnover shall include the amounts received or receivable (even after the cancellation) in respect of sale made before the cancellation date.

Sale Price

Section 2(25) defines sale price as valuable consideration paid or payable to a dealer for any sale made including any sum charged for anything done by the seller in respect of the goods at the time of or before delivery thereof, other than the cost of insurance for transit or of installation, when such cost is separately charged. This shall include deposits received in connection with the sale, and also the customs or excise duty, but shall exclude the sales tax. In case of Drugs specified in entry 29 in Schedule C, this shall be the maximum retail price printed on the package containing the Drug. Circular No. 1 T of 2005 dt 1/4/2005 and 7 T of 2005 dated 19/5/2005 (Taxation of Medicines) throws some light on this issue. 

There are certain charges which form part of the sale price provided they satisfy the following conditions:

1. The charge should relate to transfer of ownership in goods and incidental to sale of goods.

2. It should relate to anything done by the dealer either at the time of or before delivery of goods.

In case of hire purchase transaction, amount due in subsequent periods shall not be included in sale price.

If goods are returned in six months, their price or if any deposit is refunded in six months, such deposit, shall not be included in the sale price.

Turnover of purchases

Section 2(32) defines the term as:

Aggregate of the purchase price paid and payable by a dealer in respect of any purchase of less:

(a) Purchase price refunded by the seller for goods returned within the prescribed period; and 

(b) Deposit in respect of any goods purchased, refunded by the seller in the prescribed period. 

In respect of goods delivered on hire-purchase or any system of payment by instalment or in respect of the transfer of the right to use any goods for any purpose (whether or not for a specified period) the amounts of purchase price paid or payable during a given period shall mean the amounts paid or, as the case may be, due and payable during the said period. 

Purchase Price

Section 2(20) defines the term as valuable consideration paid or payable by a person for any purchase made including any sum charged for anything done by the seller in respect of the goods at the time of or before delivery thereof, other than the cost of insurance for transit or of installation, when such cost is separately charged. This shall include any deposit paid in connection with the purchase, and customs and excise duties, but shall not include sales tax.

Where the purchase is effected by way of transfer of property in goods (whether as goods or in some other form) involved in the execution of a works contract, purchase price shall be taken to mean, the total consideration for the works contract and for the purpose of levy of tax, purchase price shall be taken to mean, the price as may be determined in accordance with the rules, by making such deduction from the total consideration for the works contract as may be prescribed. 

General points:

In case of a works contract, turnover shall not include

a. Cost of labour and services for works contract and

b. Payments to sub contractors (Rule 58)

as these deductions are available in the calculation of sale/purchase price

Turnover of sales/purchases shall not include

a. mortgage, hypothecation, pledge

b. recoveries of service tax

c. tax, VAT or composition tax whether charged separately or not

d. interest on hire purchase transactions

Turnover of sales/ purchases shall include

a. works contracts

b. leases

c. hire purchase or any other instalment payment

d. local, inter state and export sales

e. branch transfers not supported by F forms

f. sales under section 6(2) of the Central Sales Tax Act, 1956

g. expenses debited to P&L Account

h. capital purchases/sales

i. sale of scrap, by products, etc

j. octroi and delivery charges

k. supply of goods by a club or association to its members

Business 

Sub section (4) of Section 2 defines the term ‘business’ as including:

(a) Any service; 

(b) Any trade, commerce or manufacture; 

(c) Any adventure or concern in the nature of’ service, trade, commerce or manufacture; 

whether or not the engagement in such service, trade, commerce, manufacture, adventure or concern is with a motive to make gain or profit and whether or not any gain or profit accrues from such service, trade, commerce, manufacture, adventure or concern. 

Explanation. For the purpose of this clause, — 

(i) The activity of raising of man-made forest or rearing of seedlings or plants shall be deemed to be business; 

(ii) Any transaction of sale or purchase of capital assets pertaining to such service, trade, commerce, manufacture, adventure or concern shall be deemed to be a transaction comprised in business; 

(iii) Sale or purchase of any goods, the price of which would be credited or, as the case may be, debited to the profit and loss account of the business under the double entry system of accounting shall be deemed to be transactions comprised in business; 

(iv) Any transaction in connection with the commencement or closure of business shall be deemed to be a transaction comprised in business; 

For an activity to be considered business, the motive of earning profit or whether a profit has been earned or not is not relevant.

Dealer

Sub section 8 of Section 2 defines a dealer as a person who:

· buys or sells goods in the State of Maharashtra

· for commission, remuneration or otherwise

· in relation to his business

Dealer includes:

· A factor, broker, commission agent, del credere agent or any other mercantile agent who buys or sells goods on behalf of  other(s)

· An auctioneer who organises sale of goods or conducts auction of goods

· A non resident dealer or an agent residing in the State of a non resident dealer

· A society, club or other association of persons buying or selling goods to its members

Deemed dealer

The following shall be deemed to be a dealer

· Customs department

· Department of Union or State Government

· Local authorities

· Port trusts

· Public charitable trusts

· Railway administration

· Societies, clubs or other association of persons

· Insurance and financial corporations, institutions or companies

· Banks

· Maharashtra State Road Transport Corporation

· Shipping and construction companies, air transport companies, airlines, advertising agencies

· Any corporation, authority, company or body owned, substituted or controlled by Central/State Government or local authority

Dealer excludes

· Agriculturist selling produce of cultivated land

· Educational institution selling goods in achieving its objects

· Transporter holding permit for transport vehicles

2.2 Liability to Tax

Section 3 of the Act provides for incidence and levy of tax. 

Who is liable to pay tax?

Sub section (1)

Any dealer who holds a certificate or license immediately before the commencement of this Act under any of the earlier laws, shall be liable to pay tax if his turnover of sales or purchases, as the case may be, exceeds the following amount:

1. Where he is not an importer, rupees five lakhs, or

2. Where he is an importer, rupees one lakh

in the year ending immediately before the commencement of this Act, i.e. financial year 2004-05.

Such tax shall be payable from 1st April 2005 according to the provisions of this Act, until his certificate or licence is duly cancelled.

Explanation to sub section provides that for the purposes of this sub section, the expressions ‘turnover of sales’, ‘turnover of purchases’ and ‘importer’ shall have meanings assigned to them in the earlier laws.

Sub section (2)

In case of any other dealer, the liability to pay tax shall arise if the following conditions are met:

1. When the turnover of all sales made during a year after the commencement of this Act, first exceeds rupees one lakh or five lakh as the case may be. 

2. Sales made before the exceeding of the limit shall not be taxable.

3. The value of taxable goods sold or purchased by him is not less than rupees ten thousand

Sub section (6)

The following persons referred to in clauses (a), (b) and (c) of Section 2(8) shall be liable to pay tax irrespective of anything provided for in any other law, whether or not the principal is a dealer and whether or not the principal is liable to tax:

(a) A factor, broker, commission agent, del-credere agent or any other mercantile agent, by whatever name called, who for the purposes of or consequential to his engagement in or in connection with or incidental to or in the course of the business, buys or sells any goods on behalf of any principal or principals whether disclosed or not;

(b) An auctioneer who sells or auctions goods whether acting as an agent or otherwise or, who organizes the sale of goods or conducts the auction of goods whether or not he has the authority to sell the goods belonging to any principal whether disclosed or not and whether the offer of the intending purchaser is accepted by him or by the principal or a nominee of the principal;

(c) A non resident dealer or as the case may be, an agent residing in the State of a non-resident dealer, who buys or sells goods in the State for the purposes of or consequential to his engagement in or in connection with or incidental to or in the course of, the business.
Sub section (8)

The following shall be liable to pay tax under the Act:

1. Legal representative or other person continuing the business of a deceased dealer

2. Successor of business of a dealer or part thereof, on transfer or otherwise or change in ownership
Sub section (9)

Any person who has voluntarily registered under this Act shall be liable to pay tax.

Sub section (3) states that any dealer who becomes liable to pay tax, shall continue to be so liable till his registration is duly cancelled. The liability shall arise again when the limits as provided by sub section (4) are exceeded, or under sub section (8) or (9).

Calculating turnover limit

Sub section (5) specifically provides that while calculating the turnover of sales limit under sub section (4), the following sales shall be included:

1. Taxable as well as non taxable sale of goods 

2. Sales made on behalf of a principal 

3. In case of auctioneer who receives the price of the goods on behalf of the principal, the price of goods auctioned for the principal. The person accepting the offer of purchaser is not relevant for the purpose

4. In case of an agent of a non resident dealer, sales of the non resident dealer effected in the State

Payment of tax

Every person liable to pay tax shall pay it as per the Act and Rules (Section 4). The rates of tax are laid down in Schedule A to Schedule E of the Act. 

Schedule A lists the goods on which no tax shall be levied subject to the other provisions of the Act and conditions and exemptions in column (3) of the Schedule. As of now, column (3) does not state any condition or exemption for any goods.

Schedules B, C, D and E list the goods and rates at which they are liable to tax.

Rate of tax on packing material

Section 7 states that the packing material of any goods sold shall be taxable at the same rate that is levied on the goods so packed.

2.3 Registration

Registration (Section 16)

Who has to register?

Every dealer liable to pay tax can carry on business only if he possesses a valid certificate of registration under the Act.

Time limit for application

According to Rule 8(1), every dealer liable to pay tax has to apply for registration in Form 101 within the following time period:

1. In case of a dealer holding a certificate of registration or licence under any of the earlier laws, within thirty days of the appointed day.

2. In case of any other dealer liable to pay tax under sub section (4) of section 3, within thirty days from the day on which his turnover of sales and of all purchases during the year commencing on the appointed day or, as the case may be, during any subsequent year, first exceeds the prescribed limit 

3. In case of a dealer liable to pay tax under sub section (8) of section 3 (succession on death or transfer of business where business is continued by the successor), within sixty days of succession in case of death and within thirty days of succession to the business in case of transfer, etc.

Application

The application incomplete in any respect shall not be considered to be an application and shall not be accepted. Where a dealer has more than one place of business, he shall make a single application in respect of all such places specifying one place as the principal place of business. The application shall be submitted to the registering authority having jurisdiction over the principal place of business.

Each application has to be signed and verified as under:

1. In case of a business run by an individual, by the proprietor or person authorized to act on behalf of the proprietor

2. In case of a business run by a firm, by a partner thereof. Every partner of the firm is also required to furnish a declaration as provided in the form of application, to the registering authority.

3. In case of a business run by an HUF, by the karta or any adult member thereof

4. In case of a business run by a body corporate, by a director, manager, secretary or the principal officer thereof, or by a person duly authorised to act on its behalf

5. In case of a business run by an association of individuals other than a firm, HUF or body corporate, by the principal officer of, or person managing the business

6. In case of a business run by any department of the Union Government or any State Government, by a person duly authorized to act on its behalf.

The person so signing and verifying is required to state the capacity in which he is signing and verifying as also, where possible, the particulars of his authority to sign and verify. (Sub rule 6). 

A recent passport size photograph of the person signing and verifying is also required other than in case of a business run by a department of the Union or State Government and other than the Director, Manager; Secretary or Principal officer of, or a person duly authorised to act on behalf of, a public limited company, public trust, corporation, a local authority or any Government. Such person may be called for signing in presence of the registering authority.

The application shall contain the prescribed particulars and shall be submitted with the Permanent Account Number alongwith proof of the same.

Issue of certificate

After scrutiny of the application and after such inquiry as it deems fit, if the registering authority is satisfied that the application for registration is in order and the prescribed conditions, if any, are fulfilled, it shall register the applicant and issue to him a certificate of registration in the prescribed form.

Where the application is not complete or that the information or documents prescribed for grant of registration certificate have not been furnished, or, the prescribed conditions are not fulfilled, the registering authority may, after giving the applicant a reasonable opportunity of being heard, reject the application for reasons to be recorded in writing.

Amendment of certificate

The Commissioner may, after considering any information furnished under any of the provisions of this Act or otherwise received, amend from time to time, any certificate of registration. (Sub section 4)

Liability to pay tax

A person or a dealer who has got himself registered shall be liable to pay tax during the period in which his registration certificate is effective, notwithstanding the fact that subsequently it is found that no registration certificate was necessary in his case. 

Discontinuation, etc. of business (sub section 6)

In case of discontinuation or transfer or otherwise disposal of business, the dealer shall apply to the registering authority in Form 103 within thirty days of the date of discontinuance, transfer or disposal. (Rule 11). 

Where the turnover of a dealer who has become liable to pay tax under section 3, has not exceeded the relevant limit in section 3(4) during any year, he may apply for cancellation of registration to the registering authority in Form 103.

The registering authority shall, after such inquiry as he deems fit and subject to the rules, cancel the registration with effect from such date including any date earlier to the date of the order of cancellation as he considers fit having regard to the circumstances of the case. The registration certificate cancelled under this sub-section shall be returned to the Commissioner within fifteen days from the date of receipt of the order cancelling the registration. 

The Commissioner may suo motu cancel the certificate after giving the dealer a reasonable opportunity of being heard if it is satisfied that such dealer has failed to apply and that the business has been discontinued or disposed.

Cancellation not to affect liability

Cancellation of a certificate of registration shall not affect the liability of the dealer to pay the tax including any penalty, amount forfeited and interest due for any period ending on or before the date of cancellation whether such liability is assessed before the date of cancellation but remains unpaid, or is assessed thereafter.

List of registered dealers

The Commissioner shall notify the list of registered dealers in the Official Gazette and shall amend the same from time to time. 

An application in Form 104 to the Joint Commissioner of Sales Tax (C) Enforcement in Mumbai and to the relevant Joint Commissioner of Sales Tax (Administration) outside Mumbai can be made for a certified copy of any extract from the list and thereupon the Commissioner, shall furnish a copy of the extract to the applicant. (Rule 14 and sub section (7))

Certificate personal to the dealer

Any certificate granted under this Act, shall be personal to the dealer or person to whom it is granted and shall not be transferable. 

Certificate of registration to continue in certain cases

Sub section (9) lays down situations where merely by reason of occurrence of any of the changes mentioned therein, it shall not be necessary for the dealer, or the firm with the changed constitution, or the new trustees, or new guardian or the ward or the new Karta or the public limited company to apply for a fresh certificate of registration. Such changes are,

1. Change in the name of the business, or

2. In case of a firm, change in the constitution of the firm without dissolution thereof, or

3. In case of a trust, change in the trustees thereof, or

4. In case of a guardian of a ward, change in the guardian or termination of guardianship, or

5. In case of a Hindu Undivided Family, change of  Karta, or

6. In case of a private limited company which is converted into a public limited company.

2.4 Payment of tax

Chapter VII of the Act provides for payment of tax and recovery. 

Deduction of tax at source

Deduction on purchases

Section 31(1)(a) empowers the Commissioner to require any dealer or person or class of dealers or persons (hereinafter called “the employer”) to deduct tax at source by notification in the Official Gazette. The notification shall also specify the conditions and restrictions subject to which the deduction shall be made. 

Amount to be deducted

The tax or the amount of tax specified in the notification to be deducted is the tax payable on the purchases other than the purchases to which Section 8 applies, effected by the said employer in the period or periods specified in the said notification. Section 8 lays down the sales and purchases that are not liable to tax.

Meaning of tax payable

The tax payable on purchases shall mean the sum collected separately from the said employer by way of sales tax by the supplier on the corresponding supplies effected by him in the said period or periods and the deduction is to be made from the sums payable to the supplier on account of the said supply.

Deduction on works contract 

Clause (b) (i) of sub section (1) of section 31, as amended by Maharashtra Tax Laws (Levy, Amendment and Validation) Act, 2006 w.e.f. 20-6-06 empowers the Commissioner, by a similar notification, to require any class of employers to deduct tax from amount payable towards execution of a works contract awarded to a dealer. 

While calculating such amount payable, the amount, if any, separately charged as tax or service tax levied by the Government of India, by the contractor shall be excluded. Where any payment in the nature of an advance payment towards the execution of a works contract is made by an employer to a dealer and such amount is adjustable against the total contract value payable to the said dealer, then, for the purposes of this clause, the advance payment shall be deemed to be the amount paid towards the execution of the works contract only as and when such advance payment is adjusted, in part or otherwise, against the total amount payable towards the works contract.

Amount to be deducted

The tax or amount of tax specified in the notification to be deducted shall not exceed the quantum of tax payable towards the works contract.

No deduction to be made in certain cases

No deduction shall be made in respect of any sale or purchase to which section 8 applies. Also, no deduction shall be made from any payment made to a sub contractor by a principal contractor where the principal contractor has assigned the execution of any works contract, in whole or in part, to the said sub-contractor.

Certificate that a contract is not a works contract

Sub clause (ii) of clause (b) of Section 31(1) allows a contractor to apply to the Commissioner for a certificate that a contract is not a works contract and justifies no deduction at all. Sub rule (2) of rule 40 prescribes form 410 for the purposes of this sub clause. The application has to be made to the registering authority having jurisdiction over the dealer and has to be accompanied by copies of the contract and other documents on the basis of which the claim is made. 

When satisfied that the contract under reference is not a works contract which involves transfer of property in goods (whether as goods or in some other form), the Commissioner may, after giving the applicant a reasonable opportunity of being heard, grant such certificate. A copy of such certificate shall be sent to the employer for whom the work is executed.

Where the Commissioner is not so satisfied, the Commissioner shall reject the application or cancel or modify such certificate after giving the contractor a reasonable opportunity of being heard. The certificate shall however not effect the tax liability of the contractor.

Sub clause (iii) allows the employer to make deduction of tax according to the certificate when such certificate is produced before the employer and is not cancelled or modified. In case of cancellation or modification, the deduction has to be made accordingly.

Credit of tax in books of accounts 

Credit of the tax deducted at source under sub section (1) in his books of accounts, whether in suspense account or any other account, by the employer, shall be deemed to be credit of such tax to the account of the employer and the provisions of this Act shall apply accordingly. (Sub section 2)

Claim of credit

Any amount or any sum deducted in accordance with the provisions of this section and paid to the State Government may be claimed as a payment of tax by the person making the said supply and credit for the payment may be claimed by the said person in the period in which the certificate for payment is furnished to him by the person deducting tax in accordance with the provisions of this section. (Sub section 4)

Certificate to be issued

Every person deducting tax in accordance with the provisions of this section shall within such periods as may be prescribed, furnish to the person to whose account the credit of the tax is to be given under this section, a certificate in the prescribed form. (Sub section 7)

Clause (b) of rule 40 (1) prescribes Form 402 as the Form for the purposes of this sub section. The employer is required to furnish such certificate immediately after the deduction is made, to the dealer in respect of whom such deduction is made.

Clause (d) of the said rule requires the employer issuing such certificate to maintain for each year a separate account in Form 404 showing the amount of tax deducted, certificate of tax deduction issued, and the particulars of remittances made to the Government treasury and to file a return in Form 405 with the Joint Commissioner of Sales Tax (Administration) in whose jurisdiction the place of business of the employer is situated within three months of the end of the year to which the return relates. 

The power to recover tax by deduction at source shall be without prejudice to any other mode of recovery. (Sub section 6)

Where tax is deductible at source by any employer, the person making the said supply shall not be called upon to pay tax himself to the extent to which the tax has been deducted in respect of the said supply. (Sub section 9)
Payment of tax (section 32)

Dealer filing regular return

A registered dealer furnishing returns as required under section 20 shall pay the tax payable for the period of the return on or before the date specified for the submission of such return alongwith any interest or other sum payable.

Dealer filing revised return

A registered dealer furnishing a revised return in accordance with sub-section (4) of section 20, when the revised return shows that a larger amount of tax than, the tax already paid, is payable, shall first pay into the Government treasury the extra amount of tax.

Where the tax has not been paid before the filing of the respective return, it shall be paid alongwith the filing of the return.

Where there is reduction in set off

Any tax payable on reduction in set off because of any contingency specified in the rules shall be paid at the time prescribed for making payment of tax for the period in which such contingency occurs.

Where an order is passed

Any tax payable as per any order passed under any provision of this Act, for any period, less any sum already paid in respect of the said period shall be paid into the Government treasury within thirty days of the service of notice issued by the Commissioner in such respect. The Commissioner may, subject to other provisions of the Act, allow payment in installments.

Tax deducted at source

Any sum deducted under this section has to be paid to the credit of the State Government within the prescribed time. If the employer does not deduct or after deducting fails to pay the tax as required by this section, he shall he deemed not to have paid the tax within the time he is required by or under the provisions of this Act to pay it and all the provisions of this Act including the provisions relating to interest shall apply mutatis mutandis to such unpaid tax. (Sub section 5)

Clause (a) of Rule 40(1), as substituted by Maharashtra Value Added Tax (Fourth Amendment) Rules, 2006 dated 8-9-06, prescribes the time period for payment of tax deducted at source under this section as 21 days from the expiry of the month during which tax is so required to be deducted. The rule requires the employer to remit the full amount of such tax due and deductible in return-cum-challan in form 405 into the Government Treasury irrespective of the actual amount of tax deducted by him, from such dealer. 

2.5 Returns

Clause (a) of sub section (1) of Section 20 requires every registered dealer to file correct, complete and self-consistent return.

For a return to be complete and self consistent, the items pertaining to the following are fully filled in at the appropriate places:

(a) Turnover of sales and purchases

(b) Claim of set off

(c) Amount of set off 

a. Carried forward

b. Claimed as refund

(d) Calculation of tax

(e) Details of cumulative quantum of benefits

(f) Amount of deferred payment

(g) Monetary ceiling

(h) Period of incentives and refunds

(i) Name

(j) Address

(k) Registration number

(l) Period of return

(m) Entitlement certificate number

The Forms are specified under Rule 17(1) as Forms 221 to 225 as per the Table provided in the rule. The Forms may be obtained from:

(a) Sales tax department, or

(b) The website, www.vat.maharashtra.gov.in, maintained by the Sales Tax Department, or
(c) Privately
In case of (b) and (c), the Forms should confirm with the details of the forms issued by the Sales Tax Department and the paper used should be of white colour, A4 size and of minimum thickness of 70 g.s.m. or of the executive bond variety.

A dealer also doing business of execution of works contract, transfer of the right to use any goods for any purpose or has opted for composition for part of his business, if he is otherwise liable to file return, -
i) in Form 221, he shall file return in Form 223 instead of in Form 221, and
ii) in Form 224 or Form 225, he shall, in addition to the return in Form 224 or Form 225 file a return in Form 223.
Where the dealer has obtained permission to file a separate return under rule 19 in respect of any place of business, other than the principal place of business, or, as the case may be, any constituent of his business, he shall file a separate return in respect of such place of business or such constituent of his business with the Government Treasury or, as the case may be, to the registering authority, appropriate to the said place of business or, as the case may be, the place where he is engaged in the said constituent business. 

Where any amount of tax including interest or penalty is due as per a fresh or revised return, then the dealer shall first pay such amount in the Government Treasury. He shall attach a self attested copy of the challan in respect of the said payment with the fresh return or revised return which he shall file with the appropriate registering authority as per the provisions.

Prescribed authority

	Particulars
	Prescribed authority
	Remarks

	Where no tax including penalty or interest is due and payable according to the return
	
	

	Dealer registered with such authority
	Registering authority (non-resident circle), Mumbai
	

	Dealer has places of business under the jurisdiction of more than one registering authority
	Registering authority having jurisdiction over the principal place of business of the dealer
	

	Dealer holds Certificate of Entitlement under any Package Scheme of Incentives 
	Each of the registering authorities having jurisdiction over each of the respective place of business
	Except the Power Generation Promotion Policy, 1998, covering all the sales and purchases relating to the eligible industrial unit

	Any other case
	Registering authority within whose jurisdiction the place or places of business, as specified in the certificate of registration of the registered dealer is or are situated
	

	Tax including interest or penalty is due and payable according to the return
	Government Treasury
	While making payment of tax, penalty or interest.

The dealer who is a notified oil company shall also file a copy of his return in Form 225 with the Joint Commissioner of Sales Tax, Nariman Point within three days of filing of the return-cum-challan in Form 225 with the Government Treasury


Every dealer who is required to file monthly returns under sub-rule (4), if he is covered by the notification issued under sub-section (4) of section 41 and if he is specified in the said notification for the purposes of this sub-rule  shall file monthly returns in Form 225 within fifteen days of the end of the month to which the return relates.

Provided that, the said dealer may file the return in accordance with clause(c) of sub-rule (4) if he “within fifteen days of the end of the month to which the return relates of an amount equal to eighty per cent. Of the tax paid by him in respect of the month immediately preceding the month to which the return relates and pays the remaining amount, if any, at the time of filing of the return in accordance with sub-rule (4)

The periodicity as amended by an amendment to the MVAT Rules, 2005 on 8th September 2006 is as under:

	Return
	Particulars
	Limit
	Due date
	Form No.

	Six monthly
	Retailer opting for composition
	
	21 days from the end of the period of six months to which the return relates
	

	
	Any other registered dealer
	Tax liability during the previous year is Rs. 36000 or less, or has no entitlement for refund
	21 days from the end of the period of six months to which the return relates
	

	
	
	Entitlement for refund Rs. 36000 or less
	21 days from the end of the period of six months to which the return relates
	

	Monthly
	
	Tax liability during the previous year had exceeded Rs. 1 lakh or entitlement for refund during the previous year had exceeded Rs.1 lakh
	Twenty-one days from the end of the month to which the return relates
	

	Quarterly
	Any other registered dealer
	
	Twenty-one days from the end of the quarter to which the return relates
	


Notes:

1. “Tax liability” in relation to a registered dealer means the total of all taxes payable by him in respect of all his places of business or, as the case may be, all the constituents of his business in the State under the Central Sales Tax Act, 1956 and Maharashtra Value Added Tax Act, 2002, after adjustment of the amount of set-off or refund claimed by him, if any, under the respective Act.

2. “Entitlement for refund” in relation to a registered dealer means the net refund payable to him in respect of all his places of business or, as the case may be, all the constituents of his business in the State under the Central Sales Tax Act, 1956 and Maharashtra Value Added Tax Act, 2002, after adjustment of the amount of set-off claimed by him against taxes payable under the said Acts.

3. The first six monthly return shall be for the period starting on the 1st April and ending on the 30th September. The second six monthly return shall be for the period starting on the 1st October and ending on the 31st March. 

4. Where a dealer is required under rule 18 to file quarterly returns in respect of his place of business for which he has obtained a Certificate of Entitlement and has also obtained a permission to file separate returns in respect of any other place of business or any other constituent of his business, then notwithstanding anything contained in this sub-rule, he shall file quarterly separate returns where he is required to file separate returns

5. Where a dealer has, in accordance with clause (b) of sub-rule (4), filed a return for the six monthly period, ending on 30th September 2005 and has carried forward any amount of set-off to the next return or has claimed the same as refund, he shall, in place of the six monthly return for the period ending on 31st March 2006, file a quarterly return for the quarter ending on 31st December 2005, on or before 13th March 2006 and a quarterly return for the quarter ending on 31st March 2006 on or before 21st April 2006, proposed to claim a refund as per these returns.

6. Every dealer who is liable to file quarterly returns under that rule, shall in place of the quarterly return for the quarter ending on 31st March 2006, file monthly returns for the months of January, February and March 2006, on or before 13th March 2006, 20th March 2006 and 21st April 2006, respectively.

7. Trade Cir.No.30 T of 2006 Dated 10.10.2006

“A Trade  Circular dated the 10th October 2006 was earlier issued explaining the import of the amendments.  It had been stated in the circular that “the new periodicity would be applicable in respect of all periods ending on or after 8th September 2006”.  The matter has since been reconsidered.  It is now decided on administrative grounds to make the new periodicity applicable in respect of all periods starting on or after the 1st October 2006.  In other words, for the periods ending upto the 30th September 2006, the earlier provision regarding periodicity would continue to apply.”

Revised return under Section 20(4)

After furnishing the return, if the dealer or person discovers any omission or incorrect statement therein, he may furnish a revised return in respect of the period covered by the return at any time before a notice for assessment is served on him in respect of the period covered by the return or before the expiry of a period of eight months from the end of the year containing the period to which the return relates, whichever is earlier''.
2.6 Penal Provisions under VAT Audit

Every piece of legislation is enacted with penal provisions. It is these penal provisions that make violators think twice before contravening the provisions of the legislation. Maharashtra Value Added Tax Act, 2002 too carries some penal clauses for those contravening the provisions of the Act. The offences and penalty clauses are dealt with by MVAT Act, 2002 under the following Sections:

1. Chapter VI       (   Sections 20 and 30
(  Penalty for other offences

2. Chapter IX
     (
  Section 61

(  Penalty for audit related offence

3. Chapter XII      (   Sections 74 to 78
(  Penalty for both audit related 






      
and other offences

Penalty for audit related offence

There are two Sections under MVAT Act, 2002 which frame the primary legal framework for VAT audit. They are Section 22 and Section 61. Audit under Section 22 is Departmental Audit, which is conducted when the Commissioner of Sales Tax arranges for the audit of the dealer based on the five clauses (a) to (e) laid down in the Section. These clauses have been discussed earlier under Chapter 2.1 on VAT audit.  Thus as per this Section, any dealer’s case can be taken up for audit.

Penalty under Section 61

However, under Section 61, the audit is mandatory if the dealer’s turnover exceeds the prescribed limits.  Such audit is to be reported in Form No. 704 and is required to be submitted within eight months of the end of the year to which the report relates.  Sub-section 2 of Section 61 deals with the penalty for contravention of the provisions under Sub-section 1 of the same Section. Sub-section 2 of Section 61 is reproduced here:

“If any dealer, liable to get his accounts audited under sub-section (1) fails to furnish a copy of such report within the time as aforesaid, the Commissioner may, after giving the dealer a reasonable opportunity of being heard, impose on him, in addition to any tax payable, a sum by way of penalty equal to one tenth per cent of the total sales or as the case may be, purchases or a sum of one lakh rupees, whichever is less”.

However, if the dealer files the copy of the audit report within one month of the end of the said period, and if he succeeds in proving to the satisfaction of the Commissioner that the delay was on account of factors beyond his control, then no penalty under this sub-section is imposed on him. 

Penalty under Section 74

Section 74 (3) (m) says that if a dealer or a person fails, without sufficient cause, to get his accounts audited or furnish the report of the audit, as required under section 61, he shall be punished with simple imprisonment for a term of upto six months and also fine.

2.7 Notices that can be issued under the Act

1. Defect notice under Section 20 (1) 
2. Notice to be present under Section 23(2) 

3. Notice on failure to file return under Section 23(3): Where a registered dealer has not filed the return by the prescribed date, the Commissioner may, at any time, within three years from the end of the said year, serve on the dealer a notice requiring him to attend on a date and at a place specified therein. After giving the dealer a reasonable opportunity of being heard, the Commissioner shall proceed to assess, to the best of his judgment, the amount of tax due from such dealer.
Provided that, no order of assessment under this sub-section shall be made after the expiry of four years from the end of year containing the said period.
4. Notice on failure to apply for registration under Section 23(4)
5. Notice for evasion of tax under Section 23(5) 

6. Notice for misstatement in the return under Section 23(6) 
7. Notice for rectification of mistakes under Section 24
8. Notice to produce books of accounts, etc. under Section 25

9. Failure to comply with notice under Section 29(8)

10. Notice to show cause in case of penalty or forfeiture intended under Section 29(10)

11. Notice for payment of tax, etc. not paid according to return under Section 32(4)

2.8 Accounts 

Section 63.              

(1) Every dealer liable to pay tax under this Act, and any other dealer, who is required so to do by the Commissioner by notice in the prescribed form served on him, shall keep a true account of the value of the goods sold or purchased by him.
(2) If the Commissioner considers that the accounts kept are not sufficiently clear or intelligible to enable him to determine whether or not a dealer is liable to pay tax during any period, or are so kept as not to enable a proper scrutiny of the returns or the Statements furnished, the Commissioner may require such dealer by notice in writing to keep such accounts, including records of sales or purchases in such form or manner as in his opinion is necessary for the purpose of proper quantification of tax and as he may, subject to anything that may be prescribed in that behalf, in writing direct.
(3) The Commissioner may, subject to such conditions or restrictions as may be prescribed in this behalf, by notice in writing direct any dealer, or by notification in the Official Gazette, direct any class of dealers, to maintain accounts and records showing such particulars regarding their purchases, sales or delivery of goods, and payments made or received towards sale or purchase of goods in such form, and in such manner, as may be specified by him.

2.9 Package Scheme of Incentives

Schemes offered

The major types of schemes offered are:

1. Exemption scheme

a. Full exemption of sales tax

b. Cannot recover tax from customers

2. Deferment scheme

a. Payment of tax to Government deferred without interest liability

The details of the scheme are available at: http://www.sicomindia.com/site/aboutus/incentivescheme.htm
Rule 78

Calculation of cumulative quantum of benefits

The cumulative quantum of benefits shall be aggregate of:

1. Sales tax payable on goods specified in the eligibility certificate and manufactured by the dealer if such dealer was not holding the certificate of entitlement

2. Central sales tax payable on inter state sales of goods specified in the eligibility certificate and manufactured by the dealer if such dealer was not holding the certificate of entitlement

Explanation I — For the purposes of all the Package Schemes except the 1979 and 1983 Package Schemes, the expression “goods manufactured in the said unit” shall include by-products and scrap products generated during the process of manufacture.

Explanation II—In the case of a Mega Project, in respect of the turnover of inter-state sales of goods by the said dealer, covered by sub-section (1) of section 8 of the Central Sales Tax Act, 1956 and specified in the Eligibility Certificate, the sum for the purpose of clause (b) shall be calculated @1%. 
Explanation III— For the purposes of the New Package Scheme of Incentives for Tourism Projects, 1999, the expression “goods manufactured” shall include liquor served for consumption in the premises of the said dealer outside the Mumbai Municipal Corporation Limits. 
Explanation IV—In this rule the expression “sale” includes the sale by a depot, head office or selling agent of the dealer of products manufactured by the said dealer in the said unit.  

Explanation V. -- For the purposes of calculation of Cumulative Quantum of Benefits under the 1988 Package Scheme of Incentives and the 1993 Package Scheme of Incentives, the expression "goods manufactured", shall be deemed to include Credit of Duty Entitlement Pass Book which is earned by the said dealer by exporting out of the territory of India, the goods manufactured in the eligible unit.

Refund of tax to eligible units shall be available as per the provisions of Rule 79.

2.10 Incentives and Exemptions

Sale and purchase of certain goods free from all tax

The following are not liable to tax

1. Sale of goods specified in Schedule A (Section 5)

2. Sale or purchase that takes place (Section 8(1)):

a. Outside the State

b. In the course of import of goods into the territory of India or export out of the territory of India

c. In the course of inter State trade or commerce

the nature of sale shall be construed according to section 3, 4 and 5 of the Central Sales Tax Act, 1956

3. Sales of fuel and lubricants which are filled into receptacle forming part of any aircraft registered in a country other than India, if:

a. The said country is a party to the Convention on International and Civil Aviation, 1944;

b. The said country has entered into in Air Services agreement with India; and

c. The aircraft is operating on a schedule or non-scheduled service to or from India. (Section 8(2))

4. Any class or classes of sale of goods made by a SEZ unit/developer or 100% EOU unit or a STP unit or an EHTP unit, as may be published by the State Government in the Official Gazette. Section 8(3)

5. Any class or classes of sale of goods made by any registered dealer or class of dealers specified in the Foreign Trade Policy as may be published by the State Government in the Official Gazette. Section 8(3A)

6. Any class or classes of sale of goods made by

a. Any registered dealer to the Canteen Stores Department or the Indian Naval Canteen Services,

b. The Canteen Stores Department or the Indian Naval Canteen Services to the unit run canteens or members of the armed forces,
c. The unit run canteens to the members of the armed forces.
As may be published by the State Government in the Official Gazette. Section 8(3B)

7. Any class or classes of sales of goods effected by a unit holding a Certificate of Entitlement as, defined under section 88, to whom incentives are granted under any Package Scheme of Incentives, by way of exemption from payment of tax, as may be published by the State Government in the Official Gazette. Section 8(4)

8. Full or part exemption to any sale or classes of sale of goods made by a registered dealer to:

a. The State Government,

b. The Central Government,

c. A generating company, as defined in the Electricity Act, 2003, for use in generation of electricity,

d. A registered dealer, holding a licence for transmission under the Electricity Act, 2003, for use in transmission of electricity,

e. A registered dealer, holding a licence for distribution of electricity under the Electricity Act, 2003, for use in distribution of electricity,

f. The Mahanagar Telephone Nigam Limited,

g. The Bharat Sanchar Nigam Limited,

h. Any telephone service provider, holding a licence granted under the Indian Telegraph Act, 1885 and the Indian Wireless Telegraphy Act, 1933, to establish, maintain and operate telephone services upto subscribers terminal connection. Section 8(5)

Section 41

Exemption and refund (Section 41)

Sub section (1) of section 41 empowers the State Government to grant refund of any tax levied and collected from any class or classes of dealers or persons or, as the case may be, charged on the purchases or sales made by any class or classes of dealers or persons. This the State Government can do in public interest by notification in the Official Gazette and subject to such terms and conditions as may be specified in the notification on such taxpayers applying to the Commissioner in the prescribed form for such refund. The refund can be granted with retrospective effect from a date not earlier than the appointed day.

Sub section (4) empowers the State Government to provide for exemption from payment of whole or part of the tax payable on the following:

1. Sales of motor spirits and petroleum products made by an oil company to another oil company

2. Sales at retail outlets of motor spirits, other than aviation turbine fuel and aviation gasoline.

This the State Government can do by notification in the Official Gazette and subject to such terms and conditions as may be specified in the notification. Motor spirits and petroleum products shall be such products as may be notified by the State Government in the Official Gazette from time to time.

2.11 Special Provisions Pertaining to Taxation of Medicines

Trade Circular 35 T of 2006 dated 13.11.2006 makes the following clarifications in respect of taxation of medicines under the Act:

1. Set-off in respect of branch transfers:  Set-off in respect of inter-State  branch/ consignment transfer will be available as per Trade Circular No. 28T of 2005 dated 20th September 2005, i.e., by reduction of 4% on the actual purchase price of the dealer making inter state consignments.

2. Set-off in respect of inter-State sales or export:  The dealer who makes inter-State sales or exports out of India of medicines can claim set-off on their corresponding purchases as per para 4E (i) of the Trade circular 7T of 2005 dated 19th May 2005, i.e., on the tax paid on the MRP’s by the manufacturer or the importer.

3. Although the definition of ‘purchase price’ is amended on 20th June 2006 with retrospective effect from 1st April 2005, there is no necessity to file revised returns for the period 1st April 2005 to 20th June 2006. [“Explanation IV:  The amount of valuable consideration paid or payable by a dealer for the purpose of drugs specified in entry 29 of schedule C shall be maximum retail price printed on the package containing the drugs.”]

4. The dealers who are claiming set-off in respect of medicines on account of inter-State sales or branch transfers may continue to do so.  The instructions regarding claim of set-off as given in Trade Circular No. 7T of 2005 dt. 19th May 2005 and 28T of 2005 dt. 20th September 2005 will continue to be applicable.

5. The wholesalers, distributors, stockists, semi-wholesalers and retailers should not show the turnover of sales and purchases of medicines in their periodic returns.  Only those dealers in medicines who are liable to pay tax on their sales of medicines  (e.g. manufacturers and importers) need to show the turnover relating to medicines in their periodic returns. 

Chapter 3

List of books required to be kept under MVAT Act, 2002

The Act does not specify the books of account and records to be maintained. However, sub sections 4 to 6 of Section 63 require every registered dealer to keep all accounts, registers and documents relating to:

a. Stock of goods

b. Purchases of goods

c. Sales of goods

d. Delivery and despatches of goods

e. Payments made or received towards sale or purchase of goods

f. Sales returns

g. Purchase returns

h. Credit notes and debit notes, separately specifying the component of VAT, if any and the component of price

The records shall be maintained at the place or places of business specified in the certificate of registration of the dealer, or at such other place as may be approved by the Commissioner. “Place of business” includes a warehouse, godown or other place where a dealer stores his goods and any place where the dealer keeps his books of account.

Rule 68 requires the books and records to be preserved for a period of five years from the expiry of the year to which they relate.

For the purpose of audit, generally the following books of accounts are required to be maintained:

a. Sales Register

b. Purchase Register

c. Debit Note Register

d. Credit Note Register

e. Stock Register

f. Journal Book

g. Cash Book

h. Bank Book

i. Ledger Book

j. Cost accounts

k. Excise records

l. Records pertaining to works contract or sub contract

Specifically, the following documents are required:

a. Sales invoices

b. Purchase invoices

c. Credit Notes

d. Debit Notes

e. Returns and Stock Statement filed with the sales tax department

f. Various forms received or issued against sales and purchases, viz.,

       C Forms

       F Forms

       H Forms

     E1 Forms

     E2 Forms

     TDS register in Form 404

Section 86 requires a registered dealer selling goods to issue a purchase invoice to the purchaser containing the prescribed particulars on all copies as well as original. A copy has to be retained for three years from the end of the year in which the sale took place. A bill or cash memorandum may be issued instead. These provisions shall not apply to a composition dealer.

Rule 55 requires a dealer to maintain records in chronological order of all purchases of goods made by him as a prerequisite for grant of set off or refund and adjustment of drawback, set off in certain circumstances. Such records have to show details specified in the Rule.

Chapter 4

Important Provisions of the CST Act, 1956
This Act contains 31 Sections divided into 6 Chapters. It extends to the whole of India.

Every dealer who makes an inter-state sale must be a registered dealer and a certificate of registration has to be displayed at all places of his business. There is no exemption limit of turnover for the levy of central sales tax.

Under this act, the goods have been classified as:

1. Declared goods or goods of special importance in inter-state trade or commerce and

2. Other goods

The rates of tax on declared goods are lower as compared to the rate of tax on goods in the second category.

The tax is levied under this act by the Central Government but it is collected by that State Government from where the goods were sold. The tax thus collected is given to the same State Government which collected the tax. In case of Union Territories, the tax collected is deposited in the consolidated fund of India.

The rules regarding submission of returns, payment of tax, appeals etc. are not given in the act. For this purpose, the rules followed by a state in respect of its own sales tax law shall be followed for purpose of this act also.

Even though the central sales tax has been framed by the Central Government but the state governments are allowed to frame such rules, subject to such notification and alteration as it deems fit.

4.1 Determination of place of sale or purchase

It is very necessary to determine when a sale or purchase of goods takes place in the course of inter-state trade in order to impose central sales tax.

According to section 3, a sale or purchase of goods shall be deemed to take place in the course of inter state trade or commerce if the sale or purchase:

(i) Occasions the movement of goods from one state to another; or

(ii) Is effected by a transfer of documents of title to goods during their movement from one state to another.

Occasions movement of goods section 3 (a)

This means there is a completed sale in pursuance of contract of sale or purchase whereby goods move from one state to another. A sale can be treated as an inter- state sale if all the following conditions are satisfied:

1. Transaction is a completed sale.

2. The contract of sale contains a condition for the movement of goods from one state to another.

3. There should be physical movement of good from one state to another

4. The sale concludes in the state where the goods are sent and that state is different from the state from where the goods actually moved.

5. It is not necessary that sale precedes the inter- state movement of goods; sale can be entered before or after the movement of goods.

6. It is immaterial in which state the ownership of goods passes from seller to buyer.

Sale by transfer of documents Section 3 (b)

If sale or purchase of goods is effected by transfer of documents of title to the goods during their movement from one state to another then, such sale or purchase shall be deemed to take place in the course of inter- state trade. A document of title to goods bears internal evidence of ownership of goods by holder of document.

When is a sale or purchase of goods said to take place outside a State 

As per section 4 (1) when a sale or purchase is inside a state as per section 4(2) such sale or purchase shall be deemed to have taken place outside all other States.

Sale inside a state as per section 4(2) means –

1. In case of specific goods or ascertained, if goods are within the state at the time of the contract of sale is made.

2. In case of unascertained or future goods, if goods are within the state, at the time of their appropriation to the contract.

4.2 Liability to tax on inter-State sales (section 6)
(1) Subject to the other provisions contained in this Act every dealer shall with effect from such date as the Central Government may by notification in the Official Gazette appoint not being earlier than thirty days from the date of such notification be liable to pay tax under this Act on all sales of goods other than electrical energy effected by him in the course of inter-State trade or commerce during any year on and from the date so notified:

Provided that a dealer shall not be liable to pay tax under this Act on any sale of goods which in accordance with the provisions of sub-section (3) of section 5 is a sale in the course of export of those goods out of the territory of India. 

(1A) A dealer shall be liable to pay tax under this act on a sale of any goods effected by him in the course of inter-State trade and commerce notwithstanding that no tax would have been leviable (whether on the seller or the purchaser) under the sale tax law of the appropriate State if that sale had taken place inside that State. 

(2) Notwithstanding anything contained in sub-section (1) of sub-section (1A) where a sale of any goods in the course of inter-State trade or commerce has either occasioned the movement of such goods from one State to another or has been effected by a transfer of documents of title to such goods during their movement from one State to another any subsequent sale during such movement effected by a transfer of documents of title to such goods - 

(a) To the government or 

(b) To a registered dealer other than the government if the goods are of the description referred to in sub-section (3) of section 8 shall be exempt from tax under this Act: 

Provided that no such subsequent sale shall be exempt from tax under this sub-section unless the dealer effecting the sale furnishes to the prescribed authority in the prescribed manner and within the prescribed time or within such further time as that authority may for sufficient cause permit - 

(a) A certificate duly filled and signed by the registered dealer from whom the goods were purchased containing the prescribed particulars in a prescribed form obtained from the prescribed authority; and 

(b) If the subsequent sale is made- 

(i) To a registered dealer a declaration referred to in clause (a) of sub-section (4) of section 8 or 

(ii) To the government not being a registered dealer a certificate referred to in clause (b) of sub-section (4) of section 8: 

Provided further that it shall not be necessary to furnish the declaration or the certificate referred to in clause (b) of the preceding proviso in respect of a subsequent sale of goods if - 

(a) The sale or purchase of such goods is under the sales tax law of the appropriate State exempt from tax generally or is subject to tax generally at a rate which is lower than four per cent. (whether called a tax or fee or by any other name); and 

(b) The dealer effecting such subsequent sale proves to the satisfaction of the authority referred to in the preceding proviso that such sale is of the nature referred to in clause (a) or clause (b) of this sub-section. 

(3) Notwithstanding anything contained in this Act, no tax under this Act shall be payable by any dealer in respect of sale of any goods made by such dealer, in the course of inter-State trade or commerce, to any official, personnel, consular or diplomatic agent of- 

(i) Any foreign diplomatic mission or consulate in India; or 

(ii) The United Nations or any other similar international body, 

entitled to privileges under any convention or agreement to which India is a party or under any law for the time being in force, if such official, personnel, consular or diplomatic agent, as the case may be, has purchased such goods for himself or for the purposes of such mission, consulate, United Nations or other body. 

(4) The provisions of sub-section (3) shall not apply to the sale of goods made in the course of inter-State trade or commerce unless the dealer selling such goods furnishes to the prescribed authority a certificate in the prescribed manner on the prescribed form duly filled and signed by the official, personnel, consular or diplomatic agent, as the case may be.

4.3 Burden of proof, etc., in case of transfer of goods claimed otherwise than by way of sale. Section 6A

(1) Where any dealer claims that he is not liable to pay tax under this Act, in respect of any goods, on the ground that the movement of such goods from one State to another was occasioned by reason of transfer of such goods by him to any other place of his business or to his agent or principal, as the case may be, and not by reason of sale, the burden of proving that the movement of those goods was so occasioned shall be on that dealer and for this purpose he may furnish to the assessing authority, within the prescribed time or within such further time as that authority may, for sufficient cause, permit, a declaration, duly filled and signed by the principal officer of the other place of business, or his agent or principal, as the case may be, containing the prescribed particulars in the prescribed form obtained from the prescribed authority, along with the evidence of dispatch of such goods. 

(2) If the assessing authority is satisfied after making such inquiry as he may deem necessary that the particulars contained in the declaration furnished by a dealer under sub-section (1) are true, he may, at the time of, or at any time before, the assessment of the tax payable by the dealer under this Act, make an order to that effect and thereupon the movement of goods to which the declaration relates shall be deemed for the purposes of this Act to have been occasioned otherwise than as a result of sale. 

Explanation.--In this section, "assessing authority", in relation to a dealer, means the authority for the time being competent to assess the tax payable by the dealer under this Act.] 

4.4 Registration of dealers. Section 7
(1) Every dealer liable to pay tax under this Act shall, within such time as may be prescribed for the purpose, make an application for registration under this Act to such authority in the appropriate State as the Central Government may, by general or special
order, specify, and every such application shall contain such particulars as may be prescribed. 

(2) Any dealer liable to pay tax under the sales tax law of the appropriate State, or where there is no such law in force in the appropriate State or any part thereof, any dealer having a place of business in that State or part, as the case may be, may, notwithstanding that he is not liable to pay tax under this Act, apply for registration under this Act to the authority referred to in sub- section (1), and every such application shall contain such particulars as may be prescribed. 

(2A) Where it appears necessary to the authority to whom an application is made under sub-section (1) or sub-section (2) so to do for the proper realisation of the tax payable under this Act or for the proper custody and use of the forms referred to in clause (a) of the first proviso to sub-section (2) of section 6 or sub-section (1) of section 6A or clause (a) of sub-section (4) of section 8, he may, by an order in writing and for reasons to be recorded therein, impose as a condition for the issue of a certificate of registration a requirement that the dealer shall furnish in the prescribed manner and within such time as may be specified in the order such security as may be so specified, for all or any of the aforesaid purposes.

Explanation.--For the purposes of this sub-section, a dealer shall be deemed to be liable to pay tax under the sales tax law of the appropriate State notwithstanding that under such law a sale or purchase made by him is exempt from tax or a refund or rebate of tax is admissible in respect thereof.

(3) If the authority to whom an application under sub-section (1) or sub-section (2) is made is satisfied that the application is in conformity with the provisions of this Act and the rules made thereunder and the condition, if any, imposed under sub-section (2A), has been complied with], he shall register the applicant and grant to him a certificate of registration in the prescribed form which shall specify the class or classes of goods for the purposes of sub-section (1) of section 8. 

(3A) Where it appears necessary to the authority granting a certificate of registration under this section so to do for the proper realisation of tax payable under this Act or for the proper custody and use of the forms referred to in sub-section (2A), he may, at any time while such certificate is in force, by an order in writing and for reasons to be recorded therein, require the dealer, to whom the certificate has been granted, to furnish within such time as may be specified in the order and in the prescribed manner such security, or, if the dealer has already furnished any security in pursuance of an order under this sub-section or sub-section (2A), such additional security, as may be specified in the order, for all or any of the aforesaid purposes. 

(3B) No dealer shall be required to furnish any security under sub-section (2A) or any security or additional security under sub-section (3A) unless he has been given an opportunity of being heard. 

(3BB) The amount of security which a dealer may be required to furnish under sub-section (2A) or sub-section (3A) or the aggregate of the amount of such security and the amount of additional security which he may be required to furnish under sub-section (3A), by the authority referred to therein, shall not exceed-- 

a. in the case of a dealer other than a dealer who has made an application, or who has been registered in pursuance of an application, under sub-section (2), a sum equal to the tax payable under this Act, in accordance with the estimate of such authority, on the turnover of such dealer for the year in which such security or, as the case may be, additional security is required to be furnished; and 

b. in the case of a dealer who has made an application, or who has been registered in pursuance of an application, under sub-section (2), a sum equal to the tax leviable under this Act, in accordance with the estimate of such authority on the sales to such dealer in the course of inter-State trade or commerce in the year in which such security or, as the case may be, additional security is required to be furnished, had such dealer been not registered under this Act.] 

(3C) Where the security furnished by a dealer under sub-section (2A) or sub-section (3A) is in the form of a surety bond and the surety becomes insolvent or dies, the dealer shall, within thirty days of the occurrence of any of the aforesaid events, inform the authority granting the certificate of registration and shall within ninety days
of such occurrence furnish a fresh surety bond or furnish in the prescribed manner other security for the amount of the bond. 

(3D) The authority granting the certificate of registration may by order and for good and sufficient cause forfeit the whole or any part of the security furnished by a dealer,-- 

a. for realising any amount of tax or penalty payable by the dealer; 

b. if the dealer is found to have misused any of the forms referred to in sub-section (2A) or to have failed to keep them in proper custody: 

Provided that no order shall be passed under this sub-section without giving the dealer an opportunity of being heard.

(3E) Where by reason of an order under sub-section (3D), the security furnished by any dealer is rendered insufficient, he shall make up the deficiency in such manner and within such time as may be prescribed. 

(3F) The authority issuing the forms referred to in Sub-section (2A) may refuse to issue such forms to a dealer who has failed to comply with an order under that sub-section or sub-section (3A), or with the provisions of sub-section (3C) or sub-section (3E), until the dealer has complied with such order or such provisions, as the case may be. 

(3G) The authority granting a certificate of registration may, on application made by the dealer to whom it has been granted, order the refund of any amount or part thereof deposited by the dealer by way of security under this section, if it is not required for the purposes of this Act. 

(3H) Any person aggrieved by an order passed under sub-section (2A), sub-section (3A), sub-section (3D) or sub-section (3G) may, within thirty days of the service of the order on him, but after furnishing the security, prefer, in such form and manner as may be prescribed, an appeal against such order to such authority (hereafter in this section referred to as the "appellate authority") as may be prescribed: 

Provided that the appellate authority may, for sufficient cause, permit such person to present the appeal,-- 

a. after the expiry of the said period of thirty days; or 

b. without furnishing the whole or any part of such security. 

(3I) The procedure to be followed in hearing any appeal under sub-section (3H), and the fees payable in respect of such appeals shall be such as may be prescribed. 

(3J) The order passed by the appellate authority in any appeal under sub-section (3H) shall be final.]

(4) A certificate of registration granted under this section may-- 

(a) either on the application of the dealer to whom it has been granted, or, where no such application has been made, after due notice to the dealer, be amended by the authority granting it if he is satisfied that by reason of the registered dealer having changed the name, place or nature of his business or the class or classes of goods in which he carries on business or for any other reason the certificate of registration granted to him requires to be amended; or 

(b) be cancelled by the authority granting it where he is satisfied, after due notice to the dealer to whom it has been granted, that he has ceased to carry on business 4*[or has ceased to exist or has failed without sufficient cause, to comply with an order under sub-section (3A) or with the provisions of sub-section (3C) or sub-section (3E) or has failed to pay any tax or penalty payable under this Act], or in the case of a dealer registered under sub-section (2) has ceased to be liable to pay tax under the act.
(5) A registered dealer may apply in the prescribed manner not later than six months before the end of a year to the authority which granted his certificate of registration for the cancellation of such registration, and the authority shall, unless the dealer is liable to pay tax under this Act, cancel the registration accordingly, and where he does so, the cancellation shall take effect from the end of the year.
4.5 Forms for Declarations

A dealer has to issue certain declarations in prescribed forms to buyers/sellers. These forms are prescribed in Central Sales Tax (Registration and Turnover) Rules, 1957. Out of these forms, forms C, E-I, E-II, F and H are printed by Sales Tax authorities and are supplied by them. Dealer has to issue declarations in the forms printed and supplied by the Sales Tax authorities only. These forms are in triplicate. 

[Form D is to be issued by Government and can be printed/typed by the Government department making purchases].

Declaration in Form C - As per section 8(1)(b) of Central Sales Tax Act 1956, sales tax on Inter State sale is 4% or sales tax rate for sale within the State, whichever is lower, if sale is to registered dealer and the goods are covered in the registration certificate of the purchasing dealer. Otherwise the tax is 10% or tax leviable on sale of goods inside the State, whichever is higher. If the selling dealer pays Central Sales Tax @ 4% or lower (if applicable), he has to produce proof to his sales tax assessing authority that the purchasing dealer is eligible to get these goods at concessional rate. Otherwise, the selling dealer will be asked to pay balance tax payable plus penalty as applicable. Section 8(4)(a), therefore, provides that concessional rate is applicable only if purchasing dealer submits a declaration in prescribed form ‘C’. 

Authority to issue blank C form - The blank C form has to be obtained by purchasing dealer from Sales Tax authority in the State in which goods are delivered, which is usually the place where purchasing dealer is registered. However, in case of Inter State sale by transfer of documents, the purchasing dealer may not be registered with the sales tax authorities in the State where the goods are delivered. In such case, he can obtain blank C form from sales tax authority where he is registered.

C Form is mandatory to avail concessional rate - Submission of C form is mandatory and unless C form is submitted, concessional rate of sales tax will not apply 

Number of Transactions per ‘C’ certificate - One declaration in C form can cover all transactions in one whole financial year, irrespective of total amount/value of transactions during the year. [rule 12 amended w.e.f. 7-8-1998].

Procedure in case of Loss of C form - If duly completed or blank C form is lost when it was in custody of purchasing dealer or when the form was in transit to selling dealer, the purchasing dealer will have to furnish ‘Indemnity Bond’ to sales tax authority (from whom the blank forms were obtained) in prescribed ‘G’ form. If the duly completed C form is lost after it is received by selling dealer, he has to submit indemnity bond to sales tax authority of his State.

Certificate in D Form - As per section 8(1)(a) of Central Sales Tax Act 1956, sales tax on Inter State sale is 4% or general sales tax rate for sale within the State, whichever is lower, if sale is to Government. Otherwise the tax is 10% or tax leviable on sale of goods inside the State, whichever is higher. If the selling dealer pays 4% or lower tax (as applicable), he has to produce proof to his sales tax assessing authority that the purchaser is Government. Otherwise, the selling dealer will be asked to pay balance tax payable plus penalty as applicable. Section 8(4)(b), therefore, provides that concessional rate is applicable only if Government (which is purchasing goods) issues a certificate in prescribed form ‘D’. The blank ‘D’ forms are not issued by sales tax authorities. The form has to be typed/printed by the Government department which purchases the goods. It may be noted that the Government department buying the goods and issuing the D form need not be registered with Sales Tax authorities. 

One ‘D’ Form can be issued for all the transactions covered by the financial year. It can cover any number of transactions during the financial year irrespective of total amount. However, one D form cannot cover transactions over more than one financial year. In this regard, provisions of C form and D form are similar. 

Declarations in E-I and E-II form - As per section 6(2) of Central Sales Tax Act 1956, first Inter State sale is taxable. Subsequent sale during movement of goods by transfer of documents is exempt from tax, if the subsequent sale is to Government or a registered dealer. This is subject to condition that such subsequent seller obtains declaration (a) from the selling dealer i.e. from registered dealer from whom goods were purchased. (b) from purchaser a declaration in C form or declaration in D form. The selling dealer has to make declaration in E-I form if it is a first sale and in E-II form if it is a subsequent sale. 

Some provisions of C form applicable to E-I/E-II forms - Following provisions of C form are also applicable in respect of E-I/E-II form (a) One declaration for all transactions in one year  (b) Separate declaration for each financial year (c) Indemnity bond if form is lost (d) Issue of duplicate form (e) Submission at any time before assessment (f) Like C form, the E-I/E-II forms are mandatory and sales tax concession is not available if the required form is not submitted.

Declaration in F Form - When the goods are despatched to another State on consignment basis or to a branch in another State, there is Inter State movement of goods but there is no sale and hence no Central Sales Tax is payable. This provision is often misused and goods are despatched in the garb of consignment or branch transfer though actually it may be a sale. Hence, section 6A(1) of Central Sales Tax Act, 1956 provides that when a dealer claims that the Inter State movement of goods is not a sale, he has to prove the same. (In legal terminology, it is called that ‘burden of proof’ is on the dealer). For this purpose, he must produce a declaration in ‘F’ form received from Consignment Agent or Branch Office in another State. 

As per section 6A(1) as amended w.e.f. 11-5-2002, submission of F form is mandatory to prove stock transfer. Otherwise, the transaction will be treated as ‘sale’ for all purposes of Central Sales Tax Act 1956.

Goods can be sent to other State for further manufacture - Goods can be purchased at concessional rate if the goods are for use in the manufacture. 

One form F covering receipts during the month can be issued. If space in form F is not adequate, a separate list may be attached as annexure to form F giving details, provided that the annexure is firmly attached to the form. The blank form has to be obtained from sales tax authority in which the transferee is situated, i.e. State where goods were received. If the form is lost, indemnity bond has to be given and duplicate form clearly marked as ‘Duplicate’ can be issued.

Certificate in form H - Sale during course of export is exempt from Central Sales Tax. As per section 5(3) of Central Sales Tax Act 1956, penultimate sale is also deemed to be in course of export and is exempt from tax. Dealer actually exporting the goods has proof of export like customs documents, bank certificate, airway bill/bill of lading, shipping bill etc. However, the penultimate seller does not have any direct evidence to prove that his sale is exempt from tax. In such cases, the actual exporter has to issue a certificate to the penultimate seller in form H. The blank ‘H’ forms are to be obtained from sales tax authority by the final exporter.

SEZ unit has to submit I form  - As per Central Sales Tax (Registration and Turnover) Rules 1957, rule 12(10), a SEZ [Special Economic Zone] unit will submit I form. In such case, supplies to unit in SEZ made by dealer outside special economic zone will not be liable to Central Sales Tax.

Chapter 5

MVAT Audit

Section 61 requires compulsory tax audit by every dealer satisfying certain criteria. Such criteria are given in sub section (1):

Every dealer liable to pay tax shall, — 

(a) If his turnover of sales or, as the case may be, of purchases, exceed or exceeds rupees forty lakh in any year, or 

(b) A dealer or person who holds license in 

(i) Form P.L.L under the Maharashtra Distillation of Spirit and Manufacture of Potable Liquor Rules, 1966. 

(ii) Form B-RL under the Maharashtra Manufacture of Beer and Wine Rules, 1966 or, 

(iii) Form E under the Special Permits and Licence Rules, 1952. 

(iv) Forms FL-I, FL-II, FL-III, FL-IV under the Bombay Foreign Liquor Rules, 1953 

(v) Forms Cl-I, CL-II, CL-III, CL/FL/TOD III under the Maharashtra Country Liquor Rules, 1973. 

get his accounts in respect of such year audited by an Accountant within the prescribed period from the end of that year and furnish within that period the report of such audit in the prescribed form duly signed and verified by such accountant and setting forth such particulars and certificates as may be prescribed.
Chapter 6

Need, Scope and Applicability of MVAT audit

6.1 Need for MVAT audit

The advantages of the VAT system for the dealer lies in good accounting practices .The calculation of input tax credit is a very critical exercise and would require a timely auditing of accounts and standardised accounting practices. 

Auditing and auditors have a crucial role to play in bringing about discipline and in streamlining the procedures for VAT audit. One of the reasons for an audit under the Value Added Tax Law by a Chartered Accountant, is that, under the Value Added Tax System a major thrust is laid on the ‘self assessment’ meaning thereby that the tax liability is calculated and paid by the tax payers through their periodical returns. These returns will be accepted by and large and the taxpayers will not be called to substantiate the tax liability shown by them in the returns by producing books of accounts and other relevant material. The Assessments with books of accounts will be an exception. The departmental audit provided for in Section 22 of the Maharashtra Value Added Tax Act 2002 is conducted only under certain conditions. Therefore, there arises a strong need to see that the taxpayers discharge the proper tax liability while filing the returns. This can be ensured only where the particulars furnished by the taxpayers are verified by an independent auditor in minute details by not only going through the books of accounts but also by analysing and interpreting the provisions of the State VAT Laws and reporting, whether there was any under-assessment made by the dealer requiring additional payment or whether there was any excess payment of tax warranting refund to the tax payer.

In carrying out the audit and certification, the Chartered Accountants have to ensure that the information supplied is not only correct but also true and fair in the form in which it is being presented. Auditor has to ensure that the accounting policies and the standards being followed by the dealer are consistent and not applied on ad-hoc basis to gain any important advantage. An auditor also ensures that the books of accounts have been prepared as per the Accounting Standards and the Guidance Note on VAT by the Institute of Chartered Accountants of India.

6.2 Scope of MVAT audit

The objective of audit under VAT is to ensure compliance with the provisions of the Maharashtra Value Added Tax Act, 2002.

Audit helps the dealers to comply with the provisions of the Act and Rules. Audit checks whether the self-declared tax and claim of input tax credit or refund are correct. Dealers who satisfy certain criteria will be selected for departmental audit under Section 22 of the said Act. The period within which a dealer will be subjected to audit will depend on the audit strategy of the department and the performance of the dealer. 

Section 61 of the said Act provides for compulsory tax audit in case of dealers specifying certain criteria. The report of audit under this Section has to be submitted to the Jt. Commissioner Incharge of Business Audit.

If a dealer was having more than one certificate of registration in the year 2005-06 and was filing separate returns for his different places of business, he should now file only a single audit report in form 704 in respect of all such places of business for which he was filing separate returns in the year 2005-06. 

If a dealer was holding an entitlement certificate during the year 2005-06, he should file a single audit report in respect of the year 2005-06. Even if the entitlement certificate had expired or was cancelled during the year 2005-06, he should still file a single audit report in respect of the year 2005-06.

[clarifications issued vide Circular No. 26T of 2006 dt. 18.9.2006]

Audit report

The audit has to be conducted within the prescribed time from the end of the financial year and report furnished in prescribed form within such period. The time prescribed is eight months from the end of the financial year under Rule 66. Thus, the dealer should submit the audit report by 30th of November following the financial year. Rule 65 prescribes the form for the audit report as Form 704. The audit report has to be signed by the auditor.

6.3 Applicability of MVAT audit

Every dealer who is liable to pay tax shall be required to get his accounts audited if:

1. His turnover of sales or purchases exceeds rupees forty lakhs in an year, or

2. He holds license in specified forms issued under various laws or rules for manufacturing, storing, distributing, selling liquor, etc.

Every dealer liable to pay tax shall include every dealer who is registered, every dealer who is unregistered but liable to register under Section 16 read with section 3, and every dealer having separate registration certificates for different places.

Industry Specific Applicability of MVAT Audit Provisions

Liquor Dealers

1. Audit is must irrespective of turnover and registration.

2. Holding license is a must.

Retailer

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.

2. For ascertaining the amount of turnover in order to consider the applicability of audit provisions, one needs to consider the following points:

(i) The turnover of sales or purchases of exempted goods as specified in Schedule A.

(ii) Purchases of items debited to Profit and Loss Account, movable capital goods in the Fixed Assets register, purchases made through Journal register, debit notes and credit notes issued or received, etc.

(iii) Sales of Scrap, movable capital goods, etc.

3. The taxable turnover calculated under composition schemes should not be taken as a basis of turnover.

Wholesaler/Manufacturer

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.

2. For ascertaining the amount of turnover in order to consider the applicability of audit provisions, one needs to consider the following points:

(i) The turnover of sales or purchases of exempted goods as specified in Schedule A.

(ii) Purchases of items debited to Profit and Loss Account, movable capital goods in the Fixed Assets register, purchases made through Journal register, debit notes and credit notes issued or received, etc.

(iii) Sales of packing scrap, by products, movable capital goods, etc.

3. Job work charges or labour charges do not form part of turnover.

Restaurant

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.

2. For ascertaining the amount of turnover in order to consider the applicability of audit provisions, one needs to consider the following points:

(i) The turnover of sales or purchases of exempted goods as specified in Schedule A.

(ii) Purchases of items debited to Profit and Loss Account, movable capital goods in the Fixed Assets register, purchases made through Journal register, debit notes and credit notes issued or received, etc.

(iii) Sales of packing scrap, by products, movable capital goods, etc.

3. In the case of hotels, which provide lodging and boarding facilities by charging an aggregate amount, which includes breakfast/lunch/dinner, the aggregate amount should form part of gross value and deductions specified under Rule 59 should be applied for calculating the turnover.

4. The taxable turnover calculated under composition schemes should not be taken as a basis of turnover.

5. Service charges for supply of food should form part of the turnover.

  Dealers in Motor Spirits (Petrol Pump, kerosene dealers, etc.)

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.

2. Turnover of sales like oils, clothes, perfumes, automobile accessories are to be considered along with turnover of sales of motor spirits, like petrol, diesel, etc.

Works Contractor and Sub-contractor

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.

2. For ascertaining the amount of turnover in order to consider the applicability of audit provisions, one needs to consider the following points:

· Purchases of items debited to Profit and Loss Account, movable capital goods in the Fixed Assets register, purchases made through Journal register, debit notes and credit notes issued or received, etc.

· Sales of packing scrap, by products, movable capital goods, etc.

3. Turnover of sales of goods involved in contract value shall be determined after deduction as mentioned in Rule 58. The balance amount shall be considered for calculating the turnover.

Transfer of right to use any goods for any purpose

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.

2. Use of or permitting use of an immovable property is not transfer of right to use goods.

3. Any amount received as a result of using, exploiting and enjoying or utilizing any kind of movable goods shall be considered for calculating the turnover.

Dealers dealing in pharmaceuticals, medicines, etc.

1. Sales or purchases turnover exceeding Rs. 40 Lakhs in a year requires audit.
2. The turnover shall be calculated on the basis of maximum retail price of the goods. [Circular No. 1T of 2005 dt. 1-4-2005 and 7T of 2005 dt. 19-5-2005]. However, the turnover under Central Sales Tax shall be calculated at actual price only.

Chapter 7

Duties and Liabilities of the auditor

Duties of Auditors

Duties of Auditor can be broadly classified under following heads:

· Statutory Duties

· Duties under Common Law

Statutory Duties:

Report to the auditee

Auditor is required to make a report to the client concerned or the person appointing him viz. in the case of a company, members of the company; in the case of a firm, partner/ proprietor of the firm concerned:
-On the accounts examined by him;

-On the balance sheet and profit and loss account; and 

-In the case of statutory audit of a company, on every other document declared by the Companies Act to be part of, or annexed to the Balance Sheet or P&L A/c, which are laid before the company in general meeting during his tenure of office. 

Examination of accounts

The auditor has to state in his report whether in his opinion, the auditee concerned has kept proper books of accounts as required by the law. For reporting the same, the auditor examines the relevant books of accounts and verifies the same, as he is required to satisfy himself as to the truth and fairness of the state of affairs of the auditee by undertaking such examination. 

True and Fair View

The primary duty of the auditor is to express his opinion whether the balance sheet shows true and fair view of the state of the auditee’s affairs as at end of the financial year and whether the profit and loss account shows true and fair view of the results of operations of the auditee for that year. Before expressing his opinion as to the truth and fairness of the financial statements, he must see that:

-Financial statements are drawn according to the legal requirements

-They show the financial position without any distortion

-They do not contain any misstatements as to the incomes or expenses

-Generally accepted accounting principles have been consistently followed.
Report as to additional matters

Wherever any relevant law prescribes any additional reporting requirements, in addition to the basic reporting requirements in the case of entities governed by it, then in that case auditor is under statutory obligation to report the same.

Duty to sign the report

It is the duty, as well as the right, of the auditor to sign the report prepared by him. In the case of auditor being a firm, only a partner practicing in India may sign the audit report.

The duties of an auditor, as prescribed by the law, cannot in any way be curtailed either by the articles or by the directors/members, though the company is free to enlarge the scope of his duties by passing a resolution at the general meeting, or making a provision in the articles. 

Duties under Common Law:

Duty to perform contract

 The auditor is under a duty to the party who has appointed him, and his duty is discharged when he has performed the terms of the contract between him and the party. Since the scope of statutory duties cannot be curtailed, but where it has been enlarged either by passing a resolution to that effect or by making a provision in the articles, the auditor has a duty to perform the additional work.

Duty of care and caution

The auditor holds himself out as an expert and must act honestly and exercise due care and caution in the performance of his duties. As an expert he can not set up ignorance as a defence. He must prove that in the course of the audit he has employed skills that would reasonably be applied by any other auditor.

So long as auditor acts honestly and without negligence, and adheres to the generally accepted auditing standards and procedures, he can not be held liable for any fraud, defalcation or any irregularity which, inspite of adherence to such standards and procedures, he is unable to discover.                    

Liabilities of an Auditor

 Liability for negligence:

Negligence is a breach of the “duty to take care”. If an auditor does not exercise the degree of care that an average prudent member of his profession would exert in the performance of his duties, he may be held liable to the client for the loss suffered by him as a result of such lack of care. However to make the auditor liable, a cause-effect relationship between his negligence in performance to the audit and loss to the client must be established.

Liability for Professional Misconduct:

“Professional Misconduct” is defined as including any act or omission specified in the first and second schedule to the Chartered Accountants Act as also only other misconduct. The liability for professional misconduct will be removal of the name of the accountant from the register of members for five years or more. 

Liability for breach of contract:

Where the auditor is appointed by a concern for which audit is not statutorily compulsory, i.e. in the case of a sole proprietorship or partnership firm, there will be no legal provisions as to the appointment or remuneration, duties, rights etc. All these will be a matter of agreement between the auditor and the appointor. It will be in the interest of both the parties to have the agreement in writing , defining specifically the nature of engagement and scope of work to be done, so that there is no misunderstanding. In case of such engagements it will be implied that the audit will be performed in accordance with the generally accepted auditing standards. Thus, if a client suffers a loss as a result of an improperly conducted audit, he may sue the auditor on the ground of breach of contract.

But where the client has restricted the scope of audit, and the loss suffered by him is attributable to the audit being less than complete, the auditor will not be liable. In such a case the auditor must see that the acts usually associated with the audit but excluded by the client, are specifically mentioned in the contract itself.

General considerations by the Auditor

Basic Principles

Following are the basic principles which govern the auditor's professional responsibilities and which should be complied with whenever an audit is carried out.

i) Documentation
The auditor should document the matters, which are important in providing audit evidence that the audit was carried out in accordance with the basic principles, which are governing audit.

ii) Audit evidence

The auditor should obtain sufficient and appropriate audit evidence, which will enable him to draw reasonable conclusions there from on which to base his opinion on the financial information. 

iii) Confidentiality-
The auditor should respect the confidentiality of information acquired in the course of his work and should not disclose any such information to a third party without specific authority or unless there is a legal or professional duty to disclose.

iv) Skills and competence

The audit should be performed and the report has to be prepared with due professional care by persons who have adequate training, experience and competence in auditing. 
 v) Integrity, Objectivity and Independence
The auditor should be straightforward, honest and sincere in his approach to his professional work. He must be fair and must not allow prejudice or bias to override his objectivity. He should maintain an impartial attitude and both be and appear to be free of any interest which might be regarded, whatever its actual effect, as being incompatible with integrity and objectivity 

vi) Due professional care

The tax auditor should exercise due professional care in performing and reporting. All those involved should fulfill assigned responsibilities in a professional manner. 

Chapter 8

ICAI Pronouncements
As there is no standard prescribed for MVAT audit, the auditors should conduct the audit based on the generally accepted auditing practices and to the best of their judgment and ability. 

8.1 Relevant Auditing and Assurance Standards in the Audit Process

The auditor should apply the relevant Audit and Assurance standards (AAS) that will facilitate him in the process of giving the audit report in the prescribed format. The audit may be conducted in five stages keeping the following Relevant Auditing and Assurance standards in mind:

The five stages in any audit are:

8.1.1Pre-engagement

8.1.2.Understanding the entity

8.1.3 Audit planning

8.1.4 Substantive procedures

8.1.5 Reporting

8.1.1 Pre-Engagement

Before commencement of any audit the auditor should 

1. Procure Engagement letter from the dealer.

An engagement letter in case of an audit documents and confirms the auditor’s acceptance of appointment, the objective and scope of audit and the extent of the auditor’s responsibilities to the client.

AAS 26 issued by the Institute of Chartered Accountants of India requires the auditor and the client to agree on the terms of engagement of the audit. The engagement letter should be sent by the auditor, preferably before the engagement to avoid any misunderstandings later. Two copies of the letter should be sent to enable the client to return a duly signed copy to the auditor as an acceptance of the terms stated therein.

On recurring audits, the auditor should consider the necessity for revision or for reminding the client of the terms of engagement.

The scope of an audit shall depend upon the terms of engagement, statutory requirements and the pronouncements issued by the Institute.

The auditor should not agree to a change in the engagement unless there is a reasonable justification for the same. On refusal to accept change, if the auditor is not permitted to continue the original engagement, he should withdraw and consider whether he has any obligation to report withdrawal to other parties.

2. Communicate with the previous auditor

The term “previous auditor” means the immediately preceding auditor who held same or similar assignment comprising same/similar scope of work.

The objective of communication with the previous auditor is not only for professional courtesy but also that the member may have an opportunity to know the reasons for the change in order to be able to safeguard his own interest, the legitimate interest of the public and the independence of the existing accountant.

The requirements of communication with the previous auditor apply to all audit assignments, including internal audits, concurrent audits, tax audits, etc. The object of the communication is to ascertain whether there are any circumstances warranting refusal to accept the audit. There could be a need for a qualified report or something amiss with the administration of the enterprise. The communication could also bring to light the reason for qualified report, if any, and the position of the accounts of the enterprise.

The communication should be in writing to serve as evidence. The view taken by the Council, as confirmed by the Rajasthan High Court is that mere posting of a letter under a certificate of posting is not enough to prove communication. There should be reasonable evidence to prove that the letter has in fact reached the retiring auditor.

It would be a healthy practice and shall be helpful in guiding the auditor appointed for special audit under MVAT Act, 2002, to communicate with the statutory auditor, internal auditor, and/or any other auditor of the enterprise.

As the provision relating to the audit of the business of a dealer has been newly introduced under the MVAT Act, 2002, a communication with the previous auditor would not be possible for the year 2005-06. 

The Auditing and Assurance Standards relevant to are:

	AAS 26 
	Terms of Audit Engagement
	 The auditor and the client should agree on the terms of engagement

	 AAS 32 
	 Engagements to perform Agreed upon procedures regarding financial information   
	 The auditor should ensure that there is a clear understanding regarding agreed procedures and the conditions of the engagement     


8.1.2 Understanding the entity

Proper knowledge is a pre-requisite for any kind of planning. Hence, before planning, the auditor should acquire full knowledge of the client’s business and policies, the relevant laws and the requisites of the audit (statutory and otherwise).

This involves understanding /knowing:

1. the nature of business

2. the nature of its products

3. the processes involved in manufacture, production and ascertaining whether any part of the work is to be sent out of the entity for further processing

4. The key personnel involved 

5. The business of the entity in order to identify the events and risks that may have an impact on the audit report

6. The transactions of related parties that are material to the financial statements. The auditor should obtain sufficient audit evidence in this regard

7. The accounting and internal control system of the dealer

8. Effect of a CIS environment on the audit. The auditor should have sufficient knowledge of the CIS to proceed with the audit

 The Auditing and Assurance Standards relevant are:

	AAS 6
	Risk Assessments and Internal control
	Auditor should understand the internal control system and use professional judgment to assess audit risk and to design audit procedures

	AAS 20
	Knowledge of the business
	The auditor should have knowledge of the business to identify the events that may have an impact on the audit report

	AAS 21
	Consideration of Laws and Regulations in an audit of financial statement
	When the auditor believes that there is a non-compliance, he should document the same and report it

	AAS 23
	Related parties
	The auditor should obtain sufficient audit evidence regarding the transactions of related parties that are material to the financial statements

	AAS 24
	Audit considerations relating to entities using service organizations
	The auditor should consider how a service organization affects the accounting and internal control system of the borrower

	AAS 29
	Auditing in CIS environment
	The auditor should consider the effect of a CIS environment on the audit.

He should have sufficient knowledge of the CIS to proceed with the audit


8.1. 3 Audit planning

AAS 1 “Basic Principles Governing an Audit” requires an auditor to plan his work to enable him to conduct an effective audit in an efficient and timely manner.

AAS 8 “Audit Planning”, requires an auditor to plan on a continuous basis, i.e., it should be revised on a continuous basis during the performance of audit. Audit planning involves,

· Developing an overall plan for the expected scope and conduct of the audit; and

· Developing an audit programme showing the nature, timing and extent of audit procedures.

Audit Plan is prepared prior to commencement of each audit and should-
· Have a flexible process for discussion and resolution of material compliance issues;

· Provide ways of identifying and resolving important issues to reduce audit time;

· Explain the rationale for all audit issues which are not self evident;

· Take into consideration the results of other compliance checks such as internal audit of the dealer (the dealer furthers a note on the subject prior to audit);

· Ensure that the Audit team, as a whole, has the appropriate expertise for undertaking the audit;

· Provide a reasonable basis and time frame, to resolve any outstanding issues from previous audits;

· Provide quick access to the Auditor to the relevant books, records, returns, agreements and all other business records (including those maintained in electronic format), which can be relevant for the audit to determine correct VAT liability.

· Establish a process to measure the progress of the audit and adjust the audit plan as mutually agreed to by the parties.

· The audit plan should be signed by the authorised signatory for the auditor

Planning is very important. Basically the primary responsibility of abiding the provisions of the MVAT Act, 2002 is that of the client.

The Auditing and Assurance Standards relevant while preparing the audit plan are:

	AAS 2
	Objective and Scope of the audit of financial statements
	The scope of an audit will be based on the terms of engagement, relevant laws and the pronouncements of the Institute

	AAS 8
	Audit Planning
	Auditor should plan his work based on the client’s business to enable him to conduct an effective audit in an efficient and timely manner

	AAS 12
	Responsibility of joint auditors
	The division of work should be adequately documented and matters of relevance may be communicated to the joint auditors in writing

	AAS 15
	Audit Sampling
	The auditor should design and select an audit sample, perform audit procedures thereon, and evaluate sample results so as to provide sufficient appropriate audit evidence

	AAS 16
	Going concern
	The auditor should consider the appropriateness of the going concern assumption underlying the preparation of the financial statements

	AAS 17
	Quality control for Audit work
	The audit firm should implement quality control policies and procedures designed to ensure that all audits are conducted in accordance with Auditing and Assurance standards


8.1.4 Substantive procedures

An audit program should lay down the substantive procedures for the purpose of audit. For an audit to be conducted in a systematic and comprehensive manner, the audit programme should be in writing and lay down the procedures to be followed to implement the audit plan in a detailed manner. It should also serve as a set of instructions to the assistants involved in the audit and as a means to control proper execution of the work. It also helps in peer review compliances.

An audit program should be so designed that an auditor is able to perform sufficient checks and sampling for the verification of returns and preparation of the audit report under the Maharashtra Value Added Tax Act, 2002.

The auditor should ensure Compliance with Accounting Standards, Auditing and Assurance Standards, Guidance Notes and Industry Specific Technical Guidelines. 

Care should be taken to document working papers as per the Audit Plan.

The Audit and Assurance Standards relevant for the purpose are:

	AAS 1
	Basic Principles Governing an Audit
	Auditor should comply with certain basic principles whenever an audit is carried out.

	AAS 3
	Documentation
	Auditor should have proper working papers that will enable him to substantiate his results

	AAS 4
	The Auditor’s responsibility to consider Fraud and Error in an audit of financial statements
	The auditor should approach the audit with a perspective, which enables him in the process of preventing and in the process, taking corrective measures, for the probable frauds and errors that exist.

	AAS 5
	Audit Evidence
	The auditor should evaluate whether he has obtained sufficient appropriate evidence before he draws his conclusions

	AAS 7
	Relying upon the work of an Internal Auditor
	The auditor should evaluate the internal audit function and accordingly adopt less extensive procedures than otherwise required

	AAS 9
	Using the work of an expert
	Auditor should carefully direct, supervise and review work delegated to assistants and should obtain reasonable assurance that work done is adequate for his purpose

	AAS 10
	Using the work of another auditor
	In the process of giving an assurance that the bank requires, the auditor may have to rely on the work of   the other auditors like the Internal auditor, the Inspectors appointed by the RBI, etc.  

The principal auditor should discuss with the other auditor the audit procedures applied

	AAS 11
	Representations by management
	 The auditor should use his professional judgment in determining matters on which he wishes to obtain Representations by management

	AAS 13
	Audit materiality
	The auditor should consider materiality and its relationship with audit risk when conducting the audit

	AAS 14
	Analytical procedures
	The auditor should apply analytical procedures at the planning and overall review stages of the audit

	AAS 19
	Subsequent events
	The auditor should consider the effect of subsequent events on the audit report

	AAS 30
	External confirmations
	The auditor should determine whether the external confirmations are necessary to support certain assertions in financial statements

	AAS 34
	Audit evidence-Additional considerations for specific items
	The auditor should perform audit procedures designed to obtain appropriate audit evidence during his presence in physical checking


8.1. 5 Reporting

1. The report has to be submitted to the authority appointing the auditor.

2. It should be in the prescribed format (Form 704) and should be exhaustive and inclusive of all facts and summaries
3. It should include the date, time, location of visit and the name of the officials conducting the audit and the official of the entity present at the time of conducting the audit
4.  Copies of confirmations, management representations, etc should be submitted along with the report

5. Any special observations should be clearly pointed out

The relevant Auditing and Assurance Standards are:

	AAS 27
	Communication of Audit matters
	The engagement letter should describe the form in which any communication on audit matters of governance interest will be made

	AAS 28
	Auditor’s report on financial statements
	The auditor should review and assess the conclusions drawn from the audit evidence obtained as the basis for the expression of an opinion on the financial statements


8.2 Relevant Guidance Notes

While conducting MVAT audit, the auditor should refer to the following guidance notes issued by the ICAI :

· Guidance Note on Audit Reports and Certificates For Special Purposes issued on 12th March 1984

· Guidance Note on Computer Assisted Audit Techniques (CAATS) issued on 18th September 2003

· Guidance Note on Independence of Auditors

· Guidance Note on Accounting for state-level value added Tax issued by ICAI

Chapter 9         

 Appointment as Auditor

Who can be appointed?

Though the Act refers to the accounts being audited by an accountant who means a chartered accountant as defined in the Chartered Accountants Act, 1949, the audit can also be conducted by a firm of chartered accountants. In such a case, it would be necessary to state the name of the partner who has signed the audit report on behalf of the firm. The member signing the report as a partner of a firm or in his individual capacity should give his membership number below his name.

A chartered accountant in full time practice can be appointed as auditor. A chartered accountant in part time practice cannot be appointed as auditor.

Who can appoint an auditor?

The appointment of the auditor for VAT audit in the case of a company need not be made at the general meeting of the members.  It can be made by the Board of Directors or even by any officer, if so authorized by the Board in this behalf.  

Section 228 of the Companies Act, 1956 provides for audit of accounts of branch office of a company 

Appointment of Joint Auditors for Audit

It is possible for the dealer to appoint two or more chartered accountants as joint auditors for carrying out the VAT audit, in which case, the audit report will have to be signed by all the chartered accountants. In case of disagreement, they can give their reports separately. 

Removal of the auditor

There is no specific procedure for removal of a VAT auditor. It is, however, possible for the management to remove him on valid grounds. 

This may arise where the auditor has delayed the submission of audit report under the Act for an unreasonable period and if it is found that there is no possibility of getting the audit report before the specified date. In such cases, the dealer may be justified in removing the auditor.

However, the auditor cannot be removed on the ground that he has given an adverse audit report or the dealer has an apprehension that the auditor is likely to give an adverse audit report. 

Audit by an auditor other than Statutory Auditor

The Act does not stipulate that only the statutory auditor appointed under the Companies Act or other similar statute should perform the MVAT audit. The audit can, therefore, be conducted either by the statutory auditor or by any other chartered accountant in practice. 

Chapter 10

Specimen Documentation

10.1 Independence checklist for the firm conducting MVAT audit

Client Name:_____________________________________

Audit Staff: ______________________________________

Date checked: ____________________________________

Independence checklist for the firm conducting MVAT audit for the year ended 31St March 2006

	
	 Questions 
	Compliance 

	A.
	For the firm
	

	
	A.1.1 Whether the fees paid by the client is material to the firm? 
	

	
	A.1.2Whether any arrangements exist between the firm and the client whereby there is sharing of 

· Facilities

· Professional staff

· Other expenses
	

	
	A.1.3 Is there rotation of audit partner and senior personnel every 5 years?
	

	
	A. 2. Reporting relationship
	

	
	A. 2.1 Is there any power of direction from executive or operational levels of the entity ?
	

	
	A.3. Conflict of interest 
	

	
	A.3.1 Whether the firm or any of its partners or staff is involved in maintenance of books of accounts of the client? 
	

	
	A.3.2 Whether the firm or any of its partners or staff are involved in any other client activity other than internal /tax audit?(eg. Filing returns, computation of turnover etc.)
	

	
	A.4. Threats
	

	
	A.4.1 Whether the firm has obtained sufficient knowledge of the client and its management to be aware of the possible threats to independence?
	

	
	A.4.2 Whether the firm faces a threat of being replaced over disagreements with application of accounting principles?
	

	
	A.4.3 Whether there is pressure to inappropriately reduce the work performed?
	

	
	A.5. Fees
	

	
	A.5.1 Whether the firm follows the recommended fee schedule issued by the Institute of Chartered Accountants of India ?
	

	
	A.5.2 Whether the fees accepted by the firm constitute undercutting? 
	

	
	A.6 Communication with previous MVAT auditor 
	

	
	A.6.1Whether the MVAT auditor has communicated with the previous auditor in writing ?
	

	B.
	For the audit staff
	

	
	B. 1. Relationship with client 
	

	
	B.1.1.Does the Audit Manager /Chief Audit Executive reports to the line management? 
	

	
	B.1.2 Do you have any close family relationship with any client staff at senior management level? 
	

	
	B1.3. Do you have any close family relationship with any client staff whose work will come under review? 
	

	
	B.1.4. Do you or a close family member have a beneficial or other interest in shares or other  investments in the client? 
	

	
	B.1.5.Do you  have any pecuniary interest in the client  other than consideration received for work?
	

	
	B.1.6. Do you or a close family member have a mutual business interest with the client? 


	

	
	B.1.7.Do you or a close family member  have taken a loan from or to or given or accepted any guarantee from or to a client?
	

	
	B.1.8.Are you connected in any way with any other business that provides services, goods or advice to a client?
	

	
	B.1. 9.Have you accepted goods or services on favourable terms, or received undue hospitality from a client?
	

	
	B.2.Employment 
	

	
	B.2.1.Have you been employed by or an officer of a client  in the last one/two years? 


	

	
	B.2.2 Have you been involved in management, business, activities or executive decisions of the client ?
	

	
	B.2.3 Are you intending to join or currently negotiating with a view to joining client?
	

	
	B.3.Trusts
	

	
	B.3.1.Do you have a beneficial interest in a trust holding shares or other investments in a client?
	

	
	B.3.2.Are you a trustee of a trust that holds shares or other investments in a client?
	

	
	B.4.Others
	

	
	B.4.1.Was there any obligation to carry out, modify or refrain from carrying out, an audit or suppress or modify findings, conclusions and recommendations?
	

	
	B.4.2.Does the firm /staff provides any advice or service which includes management responsibilities or powers? 
	


Note : If the answers to any of the questions is ‘yes’ the firm should consider the effect on independence or the possible loss of the appearance of independence. The firm should consider whether the impairment could be removed before the commencement of audit/attestation etc.

10.2 Specimen Letter of Communication with previous auditor

BY REGISTERED A.D.

(Letterhead of Chartered accountant)

To PQR & Co.

Subject: Communication before accepting audit of ABC Ltd.

The Directors of ABC Ltd. have appointed us for conducting audit of their books of accounts under Section 61 of the Maharashtra Value Added Tax Act, 2002 for the period ending 31st March… We understand that you were the auditors for the purpose in the preceding year.

We have enquired from the management of ABC Ltd. whether they have communicated our appointment as aforesaid and have been replied to in the affirmative. However, the reasons for the change have not been intimated to us.

We would like to ascertain as to whether there exists any professional or other reason as to why we should not accept the appointment. We shall be obliged if you could communicate the position of the accounts of the client as well alongwith any matter that requires special attention for the purpose of such audit.

Kindly acknowledge receipt.

Your prompt response is awaited.

Thanking You.

XYZ & Co.
Chartered Accountant
…………………………(Signature)

(Name of the   Member)

Date 

Place

Acknowledged on behalf of
PQR & Co. by
……………………..

(Signature)
Name of the Member

Date

10.3 Specimen Engagement letter

Example of an Engagement Letter for VAT Audit

{The following letter is for use as a guide in conjunction with the considerations outlined in AAS 26 and will need to be varied according to individual requirements and circumstances relevant to the engagement.  

(Letterhead of Chartered accountant)

To

The Board of Directors (or the appropriate representative of senior management)

Subject: Engagement letter for the purpose of VAT audit for the year ended 31st March 2006 under Maharashtra Value Added Tax Act, 2002

You have requested that we conduct audit of accounts under section 61 of the Maharashtra Value Added Tax Act, 2002 for the period ending 31/03/2006. We are pleased to confirm our acceptance and our understanding of this engagement by means of this letter.

 We will conduct our audit in accordance with the auditing standards generally accepted in India. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.

However, having regard to the test nature of an audit, persuasive rather than conclusive nature of audit evidence together with inherent limitations of any accounting and internal control system, there is an unavoidable risk that even some material misstatements of financial statements, resulting from fraud, and to a lesser extent error, if either exists, may remain undetected.

The responsibility for the preparation of financial statements on a going concern basis is that of the management. The management is also responsible for selection and consistent application of appropriate accounting policies, including implementation of applicable accounting standards along with proper explanation relating to any material departures from those accounting standards.  The management is also responsible for making judgements and estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the entity at the end of the financial year and of the profit or loss of the entity for that period.

The responsibility of the management also includes the maintenance of adequate accounting records and internal controls for safeguarding of the assets of the company and for preventing and detecting fraud or other irregularities.  Management is also responsible for abiding by the various requirements as laid down by the Maharashtra Value Added Tax Act, 2002; Central Sales Tax Act, 1956; and rules, notifications, circulars and notices issued thereunder. As part of our audit process, we will request from management written confirmation concerning representations made to us in connection with the audit.

We also wish to invite your attention to the fact that our audit process is subject to 'peer review' under the Chartered Accountants Act, 1949.  The reviewer may examine our working papers during the course of the peer review.

Section 61 of the Maharashtra Value Added Tax Act, 2002 requires the Audit Report to be filed in Form 704 as prescribed under the said Act.

We look forward to full cooperation with your staff and we trust that they will make available to us whatever records; documentation and other information are requested in connection with our audit. Our fees will be billed as the work progresses. This letter will be effective for future years unless it is terminated, amended or superseded.

Please sign and return the attached copy of this letter to indicate that it is in accordance with your understanding of the arrangements for our audit of the financial statements.

XYZ & Co.
Chartered Accountants
…………………………(Signature)

(Name of the   Member)

Date 

Place

Acknowledged on behalf of
Dealer by
……………………..

(Signature)
Name 

Designation (Partner/Director/Member/Proprietor)  


Date

10.4 Specimen Letter seeking information from client before commencing audit

Example of a letter seeking information from dealer before commencement of audit u/s 61 of Maharashtra Value Added Tax Act, 2002

(Letterhead of Chartered Accountant)

Date:

To 

Name of the Partner/ Director/Proprietor   

Address of Firm/Company   

Dear Sir 

Sub: Information required before commencement of audit u/s 61 of Maharashtra Value Added Tax Act, 2002

This letter is provided in connection with audit of accounts u/s 61 of Maharashtra Value Added Tax Act, 2002 of M/s  ________ for the year ended 31.03.2006. As per the said section, audit report in Form 704 is to be submitted. You are requested to provide the following information to us before commencement of VAT audit:

1. The name of the dealer as mentioned in the registration certificate issued under the Maharashtra Value Added Tax Act, 2002.

2. Registration Certificate Numbers under the Maharashtra Value Added Tax Act, 2002 and the Central Sales Tax Act,1956.

3. Registration Certificate Number and date under The Maharashtra State Tax on Professions, Trades, Callings And Employments Acts, 1975. 

4. Enrolment Certificate Number and date under The Maharashtra State Tax On Professions, Trades, Callings And Employments Acts, 1975

5. Registration number and date under any other Act administered by the sales tax department

6. Permanent Account Number under the Income Tax Act, 1961

7. Excise Control Code Number (ECC No.) under the Central Excise Act, 1944

8. Import Export Code, if any

9. Address of the principal place of business, address given in the returns and change if any in the address during the period under audit

10. Additional places of business in the State under same registration

	Sr No
	Additional place of business
	Address

	
	
	

	
	
	

	
	
	


11. Additional places of business in the State having different registration number

	Sr No
	Additional place of business
	Registration number and date

	
	
	

	
	
	

	
	
	


12. In case of 11 above, whether permission has been taken to file consolidated return

	Sr No
	Place of business
	Registration number 

	
	
	

	
	
	

	
	
	


13. Brief details of the business activity 

	S.No
	Nature of business(s)
	Starting Date 
	Previous Nature of business 
	Reason for Change 

	
	1. Manufacturer

2. Reseller

3. Works contractor

4. Lessor

5. Bakery

6. Restaurant

7. Job worker

8. Importer

9. Others, specify
	
	
	


14. Brief details of the class of products sold

15. The constitution of the business (proprietary/HUF/partnership/company/any other, specify)

16. Change in the business model during the period under audit

17. Change in the method of valuation of stock during the period under audit

18. Change in the accounting system during the period under audit

19. Eligibility certificate number under the Package Scheme of Incentives

20. Entitlement certificate number under the Package Scheme of Incentives

21. Tax deduction account number issued under the Maharashtra Value Added Tax Act, 2002

22. Working capital employed (current assets less current liabilities)

23. If any composition is accepted, nature of such composition

24. Nature and type of incentives availed, if any

25. Particulars of bank accounts

	Sr No
	Name of the bank
	Branch
	Account No

	
	
	
	

	
	
	
	


26. The following details relating to turnover from 1st April 2005 to 31st March 2006

	Sr no
	Particulars
	Amount

	A
	Gross turnover of sales including branch transfers
	

	B
	Goods specified in Schedule A on whose sales no tax is leviable by virtue of section 5 of the MVAT Act, 2002 
	

	C
	Branch transfers
	

	D
	Sales not liable to tax due to sale taking place outside the State or in the course of import or export or inter state trade or commerce   (section 8 of the MVAT Act, 2002)
	

	E
	Taxes and other deductions

(1)

(2)

(3)
	

	F
	Balance turnover of sales liable to tax
	


27. Details of sales liable to tax (* Quantity required only in case of specified petroleum products liable to specific rate – refer Schedule D) for the period from 1st April 2005 to 31st March 2006

	Rate of tax
	Taxable value
	Quantity*
	Tax amount

	
	
	
	

	
	
	
	


28. Following details pertaining to turnover of purchases for the period from 1st April 2005 to 31st March 2006

	Particulars
	Amount

	Gross turnover of purchases
	

	Imports into India
	

	Inter State sales
	

	Branch transfers
	

	Local purchases from registered dealers
	

	Local purchases from unregistered dealers
	


29. Computation of set off for the period from 1st April 2005 to 31st March 2006

	Purchases in respect of which details are required
	Rate of tax
	Taxable purchase price
	Tax amount

	Purchases from registered dealers
	
	
	

	Purchases not eligible for set off under Rule 54
	
	
	

	Purchases eligible for set off under Rule 52
	
	
	

	Less:

	Reduction of set off at 4% of the purchase price on account of:
	Taxable purchase price
	Amount of set off

	Goods used as fuels
	
	

	Inputs used in manufacture of tax free goods
	
	

	Packing materials used in packing of tax free goods
	
	

	Goods as purchased transferred outside the State
	
	

	Inputs used in the manufacture of goods transferred outside the State
	
	

	Reduction of set off on goods used in execution works contract for which the contractor has opted for composition in lieu of tax payable
	
	


30.  Refund claimed in the returns for the period from 1st April 2005 to 31st March 2006

31. Refund of amount equal to set off on raw materials claimed under package scheme of incentives for the period from 1st April 2005 to 31st March 2006

32. Unadjusted set off – refund claimed in March 2006 returns

In case of composition dealers under the Act, the following details are also required:

33. Turnover of sales liable to tax

34. Composition payable

	Rate of composition
	Composition amount

	
	


35. In case returns are consolidated under the Central Sales Tax Act, 1956,  following details are also required for the period from 1st April 2005 to 31st March 2006:

(a) Gross turnover of sales including branch transfers

(b) Sales within Maharashtra

(c) Sales in the course of import 

(d) Sales in the course of export

(e) Last sales made preceding the sales in the course of export above, where such last sales take place after, and for the purpose of complying with, the agreement or order for or in relation to such export.

(f) Sales exempted under section 6 of the Central Sales Tax Act, 1956 being sales in the course of inter state trade or commerce

(g) Branch transfers

(h) Taxes and other deductions

(i) Balance turnover of sales liable to tax

	Particulars
	Rate of tax
	Taxable value
	Tax amount

	
	
	
	

	
	
	
	

	
	
	
	


36. The following details are required regarding the returns pertaining to the period from 1st April 2005 to 31st March 2006:

(a) Periodicity of the returns (tick the appropriate box)

	Monthly
	Quarterly
	Six monthly




(b) Status of filing of returns and payment of tax due as per return:

	Period
	Filing of returns
	Payment of tax

	
	Due date
	Date of filing
	Due date
	Date of payment
	Amount due
	Amount paid

	April’ 05
	
	
	
	
	
	

	May’ 05
	
	
	
	
	
	

	June’ 05
	
	
	
	
	
	

	July’ 05
	
	
	
	
	
	

	August’ 05
	
	
	
	
	
	

	September’ 05
	
	
	
	
	
	

	October’ 05
	
	
	
	
	
	

	November’ 05
	
	
	
	
	
	

	December’ 05
	
	
	
	
	
	

	January’ 06
	
	
	
	
	
	

	February’ 06
	
	
	
	
	
	

	March’ 06
	
	
	
	
	
	


37. For dealers other than composition dealers, the following details are required for the period from 1st April 2005 to 31st March 2006:

(a) In respect of sales

	Sr. no
	Particulars
	Amount

	1
	Gross turnover of sales including branch transfers 

(all sales transactions including scrap sales, sale of old assets, sales to employees etc.)
	

	2
	Branch transfers (with details of method followed for valuation)
	

	3
	Turnover of sales including taxes payable 
	

	4
	Sales under section 5 (Description of goods sold and schedule entry number)
	

	5


	Break-up of total sales under section 8 
	

	
	Net turnover of sales under the CST Act 1956 as disclosed in the CST return { section 8(1) }
	

	
	Sale of fuel and lubricants filled into aircrafts which are registered in the foreign country [Sales under section 8(2) ]
	

	
	Sale to SEZ, STP, EHTP and 100% EOU [ section 8(3)]
	

	
	Sales exempted from tax  in respect of class of goods eligible for exemption as mentioned in the eligibility certificate [Sales under section 8(4)]
	

	6
	Tax amount, whether shown separately or computed as per provisions of rule 38 
	

	7
	Deductions claimed
	

	
	Non-taxable charges 
	

	
	Amount paid or payable towards works contract executed by sub-contractors 
	

	
	Amount paid or payable by the principle contractor towards works contract executed by the dealer 
	

	
	Sales of goods excluded from VAT (provide description of goods sold and schedule entry number)
	

	8
	Computation of sales tax payable (provide methodology)
	

	
	Sales taxable at..... [provide description of goods sold and schedule entry number]
	

	
	Sales taxable at .... [provide description of goods sold and schedule entry number]. 
	

	
	Sales taxable at ….[provide description of goods sold and schedule entry number] 
	

	
	Sales tax payable at Rs. 1 per litre based on quantity of goods sold ….[provide description of goods and quantity]
	

	
	Sales tax payable at Rs. 1 per litre based on quantity of goods sold ….[provide description of goods and quantity]
	

	
	Amount of tax payable under the MVAT Act 2002 on works contracts entered into prior to 31.03.2005 [provide details of method followed]
	

	
	Amount of tax payable under the MVAT Act 2002 on leasing contracts entered into prior to 31.03.2005 [describe method followed for discharging tax liability under the Maharashtra Right to Use Act]
	


(b) In respect of turnover of purchases and sales tax set off claimed in the return

	Sr. no
	Particulars
	Amount

	1
	Turnover of purchases (include method of classification of purchases)
	

	
	Purchase invoices and other supporting documents for Imports into India 
	

	
	Purchase invoices and other supporting documents  for Inter-State purchases 
	

	
	Details of branch transfers including stock records
	

	
	Purchase invoices and other supporting documents  for local purchases from registered dealers 
	

	
	Local purchases from un-registered dealers with full particulars of purchases which are of Rs. 10,000/- or more
	

	2
	Computation of set-off 
	

	
	Tax paid on purchases from registered dealers 
	

	
	Tax paid on purchases not eligible for set-off 
	

	
	Tax paid on purchases eligible for set-off 
	

	
	Reduction of set-off at 4% of the purchase price on account of - 
	

	
	1 Goods used as fuels (provide details of class of goods and system followed for identification)
	

	
	2 Details of inputs used in manufacture of tax-free goods 
	

	
	3 Details of Packing materials used in packing of tax free goods and method of computation of reduction of set-off
	

	
	4 Details of Goods as purchased transferred outside the State & method followed for identification 
	

	
	5 Inputs used in manufacture of goods transferred outside the State and method of computation of reduction of set-off
	

	
	6 Reduction of set-off on goods used in execution works contract for which the contractor has opted for composition in lieu of tax payable 
	

	
	6  Set-off admissible 
	

	
	7 Provide purchase invoices, details of closing stock, sales tax  (for set-off on trading goods held in stock as on 1.4.2005 claimed in the first return after 1.4.2005)
	

	
	8 Describe method for identification of unsold goods, corresponding purchases and set-off amount (for: Reversal of set-off claimed on trading goods held in stock as on 1.4.2005 but not sold on or before 31.12.2005)
	

	
	9 Provide stock declaration and resale invoice (for Set-off relating to capital assets held in stock as on 1.4.2005 and sold on or before 31.12.2005 ) 
	

	
	10 Provide documents based on which Adjustments to  set-off had been claimed earlier 
	

	
	12 Total set-off admissible 
	

	
	13 Set-off adjusted against sales tax payable 
	

	
	14 Set-off adjusted against CST payable 
	

	
	15 Refund of set-off claimed in the returns 
	

	
	16 Give reasons, if any, for balance of set-off
	


38. The following details pertaining to Package Scheme of Incentives are required for the period from 1st April 2005 to 31st March 2006:

(a) Type of incentive being availed

(b) Whether the eligible unit is a Mega project
yes……..no……..

(c) Validity of the eligibility certificate
from……….to………

(d) Sanctioned monetary limit




(e) Cumulative Quantum of Benefits availed upto 31st March 2005

(f) Balance Cumulative Quantum of Benefits available for the current year

(g) Computation of Cumulative Quantum of Benefits as under:

i. By the unit availing exemption from tax

	Turnover of sales under MVAT Act 2002 of the goods specified in the Eligibility Certificate
	Description of goods sold and schedule entry number
	Rate of tax
	Taxable sale price
	Tax amount (CQB amount)

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Turnover of inter state sales of goods specified in the Eligibility Certificate
	Class of inter state sales
	Rate of tax
	Taxable sale price
	Tax amount (CQB amount)

	
	(a) Sales supported by Form C or D
	
	
	

	
	(b) Sales by Mega Project
	1%
	
	

	
	
	
	
	Total - CQB


ii. By the unit availing deferment of tax payable

	Sr No
	Particulars
	Tax amount
	CQB Amount

	1.
	Amount of sales tax payable as per returns under the MVAT Act,2002
	
	

	2.
	Amount of central sales tax payable as per returns under the Central Sales Tax Act, 1956
	
	

	
	
	Total - CQB
	

	3.
	Pre-mature payment of amount which could have been deferred
	Amount paid         Challan No/date
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	4.
	Balance of CQB to be deferred
	
	


(h) Cumulative Quantum of Benefits

	Opening balance
	

	Availed during the period of review
	

	Balance carried over to next period
	


39. Methodology followed for identification of sales of goods eligible for sales tax incentives and classification of goods and rate of tax adopted for computation of Cumulative Quantum of Benefits

40. Treatment given to set-off on purchases of goods other than raw materials against which refund cannot be claimed

41. For composition dealers the details required are as under:

(a) In case of a retailer:

i. Category of the retailer as per composition scheme

ii. Rate of composition payable

	Sr No.
	Particulars
	Amount

	1.
	Eligibility to pay tax under composition option
	

	2.
	Computation of taxable value
	

	
	1. Total turnover of sale
	

	
	2. Turnover of sales of goods excluded from VAT (provide description of goods sold and schedule entry number)


	

	
	3. Turnover of purchases 
	

	
	4. Turnover of sales liable to tax and applicable rate of composition
	


(b) In case of a bakery

	Sr No.
	Particulars
	Details

	1.
	Eligibility to pay tax under composition option
	

	2.
	Computation of composition payable
	

	
	1. Turnover of sales


	

	
	2. Turnover of tax free sales 

(provide description of goods sold and schedule entry number)
	

	
	3. Rate of composition payable (as a percentage of sales )
	


(c) In case of restaurant, etc.

i. Nature of business of the dealer (please tick appropriate box)

	Restaurant
	Eating house
	Hotel
	Refreshment room
	Boarding establishment

	
	
	
	
	


	Sr No.
	Particulars
	Details

	1.
	Eligibility to pay tax under composition option
	

	2.
	Computation of composition payable
	

	
	1. Turnover of sales


	

	
	2. Rate of composition payable (as a percentage of sales )
	

	
	3. Amount of composition payable
	


(d) In case of caterers, etc.

i. Nature of business of the dealer

	Sr No.
	Particulars
	Details

	1.
	Eligibility to pay tax under composition option
	

	2.
	Computation of composition payable
	

	
	1. Turnover of sales


	

	
	2. Rate of composition payable (as a percentage of sales )
	

	
	3. Amount of composition payable
	


(e) In case of a passenger motor vehicle dealer

	Sr No.
	Particulars
	Details

	1.
	Eligibility to pay tax under composition option
	

	3.
	Amount of set off claimed
	

	2.
	Computation of composition payable
	

	
	1. Turnover of sales


	

	
	2. Rate of composition payable (as a percentage of sales )
	

	
	3. Amount of composition payable
	


42. The following details pertaining to returns under the MVAT Act, 2002  for the period from 1st April 2005 to 31st March 2006 are required:

	Sr. No
	Particulars
	Amount

	1.
	Gross turnover of sales including branch transfers [as per MVAT returns]
	

	2.
	Turnover of sales under the MVAT Act, 2002 [as per MVAT returns]
	

	3.
	Turnover of sales under the Central Sales Tax Act, 1956 including branch transfers
	

	4.
	Branch transfers [provide method of valuation]
	

	5.
	Turnover of sales under the Central Sales Tax Act, 1956 including taxes payable 
	

	
	Deductions claimed
	

	
	1. Tax amount, whether shown separately or computed as per provisions of rule Section 8A of the Central Sales Tax Act, 1956 
	

	
	2. Non-taxable charges [Description of charges]
	

	
	3. Sales outside the State u/s 4 
	

	
	4. Sales in the course of export u/s 5(1) – High seas sales [Documentation and operating procedure]
	

	
	5. Sales in the course of export u/s 5(1) – Sales occasioning import. [Documentation and operating procedure] 
	

	
	6. Sales in the course of export 5(2) – Direct exports by the dealer [Documentation and operating procedure]
	

	
	7. Sales in the course of export 5(3) –Sales against Form H [Documentation and operating procedure]
	

	
	8. Sales-in-transit u/s6 (2) [Documentation and operating procedure]
	

	
	9. Sales by PSI availing the benefit of exemption from tax 
	

	6.
	Computation of central sales tax payable
	

	
	Sales against Form C/D
	

	
	1. Sales taxable at 4% 
	

	
	2. Sales taxable at ... (provide description of goods sold and schedule entry number under the MVAT Act, 2002).. 
	

	
	3. Sales taxable at ..... (provide description of goods sold and schedule entry number under the MVAT Act, 2002)
	

	
	Sales without Form C/D
	

	
	1. Sales taxable at ..... (provide description of goods sold and schedule entry number under the MVAT Act, 2002)
	

	
	2. Sales taxable at ..... (provide description of goods sold and schedule entry number under the MVAT Act, 2002)
	

	
	3. Sales taxable at ..... (provide description of goods sold and schedule entry number under the MVAT Act, 2002)
	

	
	Total Sales Tax payable
	


43. Purchases on Form C in contravention of the Central Sales Tax Act, 1956 as under:

	Sr no
	Name and address of the seller
	Bill/ Invoice No. and date
	Taxable purchase price (Rs.)
	Description of goods supplied
	Nature of contravention

	
	
	
	
	
	Goods not included in RC
	Goods not utilised for intended purpose

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


44. Purchases of Rs. 10,000/- or more, for the period from 1st April 2005 to 31st March 2006, from dealers or persons not registered under the Maharashtra Value Added Tax Act, 2002 as under:

	Sr no
	Name and address of the seller
	Bill/ Invoice No. and date
	Amount
	Description of goods supplied/ works contract
	Purchase order/contract number and date
	Amount of tax deducted, if any

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


45. Tax deducted at source as under

(a) Tax deduction account number and date

(b) Issue of TDS certificate – remarks …………………………… …………………………..

(c) Records maintained pertaining to TDS

(d) Filing of statement and returns with the prescribed authorities

(e) Has the Tax Deduction Account Number been quoted on all documents ……….

(f) Details of transactions liable to WCT TDS, and whether tax has been deducted thereon

	Period
	Amount of tax deducted (Rs.)
	Amount of tax paid (Rs.)
	Challan No.
	Date

	April’ 05
	
	
	
	

	May’ 05
	
	
	
	

	June’ 05
	
	
	
	

	July’ 05
	
	
	
	

	August’ 05
	
	
	
	

	September’ 05
	
	
	
	

	October’ 05
	
	
	
	

	November’ 05
	
	
	
	

	December’ 05
	
	
	
	

	January’ 06
	
	
	
	

	February’ 06
	
	
	
	

	March’ 06
	
	
	
	


46. Sales not supported by sales tax declaration forms

	Invoice no and date
	Taxable amount (Rs.)
	Sale against declaration form No.*
	Description of goods sold and schedule entry number
	Differential tax liability (Rs.)

	
	
	
	
	Under the MVAT Act
	Under the CST Act

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


* Note: - In respect of sales in transit please indicate forms awaited namely Form C / D / E-I / E-II Note: - In respect of sales in transit please indicate forms awaited namely Form C / D / E-I / E-II

47. Consignment/branch transfers not supported by Form F

	Branch transfer document reference 
	Date 
	Value ( Rs.) 

	
	
	

	
	
	


48. Stock account of declarations collected and utilised during the period of review

	Particulars
	Form C
	Form E-I
	Form E-II
	Form F
	Form H

	Opening Stock
	
	
	
	
	

	Declaration collected during the year
	
	
	
	
	

	Declaration utilised during the year
	
	
	
	
	

	Closing Balance
	
	
	
	
	


Thanking you, 

XYZ & Co.
Chartered Accountant

(Signature)

Date: 







           (Name of the Member)

Place: 










                    Designation

Acknowledged on behalf of 

Dealer by..

(Signature)


Name 

Designation (Partner/Director/Member/Proprietor)
Date

10.5 Specimen Audit plan

A Specimen Audit Plan for the purpose of VAT audit under the Maharashtra Value Added Tax Act, 2002

M/S XYZ & Co.

Audit Plan for the year ended 31st March, 2006

Audit Report Signing Partner’s Name…………

Audit Review Partner’s Name ………..

Audit Team

Incharge – Name

Others –

(a) ….

(b) ….

(c) ….

Number of man-days planned for audit

Date of commencement of audit

Proposed date of completion of field work

Date of meeting with the client 

(a) Before commencement of audit

(b) After field work is over

	Part
	Compliance
	Work Allotted to (name) (initials)
	Yes/No
	Comments

	I
	Whether outside consultation is required
	
	
	

	II
	Compliance with AS
	
	
	

	III
	Compliance with AAS
	
	
	

	IV
	Objective of audit

	1.
	The provisions of MVAT Act, 2002 and rules made there under are followed
	
	
	

	2.
	Objective of audit report is achieved
	
	
	

	V
	Obtain internal audit report
	
	
	

	VI
	Obtain letter of information from management. In case of a firm, such letter should be signed by at least two partners
	
	
	

	VII
	Assessment of internal control
	
	
	

	
	What is the degree of reliance that can be placed on internal control
	
	
	

	
	Process for sampling
	
	
	

	
	%age of checking on each item of Profit & Loss Account and Balance Sheet
	
	
	


Plan for the audit report

	
	
	Activity
	Yes/no
	Audit report section

	I    
	
	Determine the type of dealer
	
	

	
	
	Filing returns under MVAT and CST Acts
	
	

	
	A
	Manufacturer/ other than PSI / Importer/ Reseller/ other than composition dealers/ Works contractor, lessee, etc.
	
	

	
	B
	Manufacturer – availing PSI
	
	

	
	
	Filing returns under MVAT Act only
	
	

	
	C
	Manufacturer/ other than PSI / Importer/ Reseller/ other than composition dealers/ Works contractor, lessee, etc.
	
	

	
	D
	Retailer – under composition
	
	

	
	E
	Bakery – under composition
	
	

	
	F
	Restaurant, etc. – under composition
	
	

	
	G
	Caterers, etc. – under composition
	
	

	
	H
	Second hand Passenger Motor Vehicle – under composition
	
	

	
	
	Filing returns under CST Act 1956 only
	
	

	
	I
	Manufacturer – other than PSI/ Reseller/ other than composition dealers/ works contractor/ non resident dealer, etc.
	
	

	
	
	
	
	

	II
	
	Collection of documents from the dealer for permanent file
	
	

	
	1
	Copy of registration certificates issued under the Maharashtra Value Added Tax Act, 2002, Central Sales Tax Act, 1956, or Bombay Sales Tax Act
	
	A

	
	2
	Copy of registration certificates issued for additional places of business under the local sales tax laws
	
	A

	
	3
	Copy of registration certificate and employees registration certificate issued under the Profession Tax Act
	
	B

	
	4
	Copy of registration certificates issued under any other Act administered by the Sales tax department

· Luxury Tax Act

· Maharashtra Entry Tax on Petroleum Goods into Notified Areas Act

· Motor Vehicle Entry Tax Act

· Sugarcane Purchase Act
	
	B

	
	5
	Copy of registration certificate issued under the Central Excise Act, 1944
	
	B

	
	6
	Copy of PAN Card issued under the Income Tax Act, 1961
	
	B

	
	7
	Copy of eligibility certificate issued by the implementing agency alongwith addendum, if any
	
	A

	
	8
	Copy of entitlement certificate issued by the sales tax department
	
	A

	
	9
	Copy of acknowledgement of Form 401 for Tax Deduction Account No. 
	
	A

	
	10
	ECC No under the Central Excise Act, 1944
	
	B

	
	11
	Copy of certificate issued for IEC Code
	
	B

	
	12
	The document evidencing the constitution of the business (proprietary/HUF/ partnership / company/ any other, specify)
	
	B

	
	13
	Address of the principal place of business
	
	A

	
	14
	Brief details of the business activity, nature of business, class of products sold (as per schedule entry)
	
	B

	
	15
	Copy of letter granting permission to file consolidated return by Joint Commissioner, where the dealer is filing consolidated return, alongwith a copy of Form 211 applied for grant of permission
	
	A

	
	16
	Package Scheme of Incentives applicable to the dealer
	
	B, I

	
	17
	Government resolutions issued under Package Scheme of Incentives applicable to the dealer
	
	I

	
	18
	Calculation for ascertaining the status of the unit – mega, very large, etc.
	
	I

	
	
	
	
	

	III
	
	Collection of documents to be put in current file – copies of the following:
	
	Part I

	
	1.
	Balance Sheet
	
	

	
	2. 
	Trading and Profit & Loss Account
	
	

	
	3.
	Statutory auditor’s report
	
	

	
	4.
	Audited financial statements with notes to accounts
	
	

	
	5.
	Audit report under the Income Tax Act, 1961
	
	

	
	6.
	List of books of accounts maintained
	
	

	
	7. 
	List of documents maintained for sales, purchases, stock, transfers, etc.
	
	

	
	8.
	List of bank accounts with copies of reconciliation for March
	
	B

	
	9.
	Additional places of business in the State:

· Having the same registration

· Having different registration number with registration number and date
	
	A

	
	10.
	Any change in the business model during the period (modify the permanent file accordingly)
	
	Part I

	
	11.
	Accounting system 
	
	Part I

	
	12.
	Any change in the accounting system and calculation of the effects of such change
	
	Part I

	
	13.
	Any change in the method of valuation of stock and calculation of the effects of such change
	
	Part I

	
	14.
	Returns filed under MVAT Act, 2002, certified by the dealer
	
	

	
	15.
	Returns filed under the CST Act, 1956, certified by the dealer
	
	E, O

	
	16.
	Returns of the previous year under the BST Act for old dealers
	
	

	
	17.
	Address provided in the returns, any change in the address during the period under audit (modify the permanent file accordingly)
	
	Part I

	
	18.
	Copies of challans for payment of taxes in addition to the ones attached to the returns
	
	F

	
	19.
	Copies of the following forms:

Form intimating choosing of option to pay tax under the scheme of composition in case of composition dealers, Form 1/2/3/4/5 as the case may be

Where set off is claimed, Form 6 relating to stock preceding the appointed day

Form 105 and 106 declaring the name of the manager of business (authorised signatory) and PAN No. 

Form 401 for Tax Deduction Account Number

Certificates issued for Tax Deducted at Source as per Form 402 under Section 31(7) of the Act

Certificates pertaining to works contract/sub contract – Form 407, 408
	
	B

H

R

G

	
	20.
	List of Forms in hand at the beginning of the period of audit, forms collected and used during the period and closing balance at the end of the period under audit.
	
	U

	IV
	
	Persual of Correspondence with the sales tax department 
	
	

	V
	
	Verification of agreements pertaining to works contracts/sub contracts
	
	


Working papers

	Sr No
	Contents 
	Work Allotted to (name) (initials)

	1.
	List of books of accounts verified
	

	2. 
	List of other documents verified and working thereof
	

	3.
	Verification of calculation of turnover of sales 
	

	4.
	Verification of calculation of turnover of purchases 
	

	5.
	Verification of branch transfers, valuation thereof (including for composition dealers)
	

	6.
	Calculation of tax to be deducted at source
	

	7.
	Calculation of effect of changes in the accounting system
	

	8.
	Calculation of the effect of changes in the method of valuation of stock
	

	9.
	Verification of returns (under MVAT and CST Acts) with respect to:

· Filing on due date

· Calculation of tax liability

· Calculation of additional tax liability, if any

· Calculation of refund

· Calculation of set off claimed

· Calculation of composition payable in case of composition dealers

· Other details
	

	10.
	Calculation of working capital employed
	

	11.
	Verification of registers and documents pertaining to sales, purchases
	

	12.
	The annexures as per the audit report form 704
	

	13.
	Verification of data in returns vis a vis books of accounts:

Incentives claimed

Set off claimed

Composition payable

Refund claimed

Stock


	

	14.
	Verification of the various Forms submitted and whether all the correct forms have been submitted at the correct time. 

Has the correct form been used for filing of returns (monthly/quarterly/half yearly)
	

	15.
	Verification of list of goods sold as per Schedule entry and verification of the rate of tax thereon
	

	16.
	Verification of returns of tax deducted at source in Form 403 and of register to be maintained in Form 404
	

	17.
	Verification of works contract and sub contracts (including prior period contracts) through agreements and books of accounts and the certificates and declaration filed with the sales tax authorities in the prescribed forms
	

	18.
	Verification of calculation of value and rate of tax in case of works contract or sub contract
	

	19.
	Verification of list of purchases as to their classification as raw materials, capital goods, etc.
	

	20.
	Verification of determination of value and rate of tax in leasing and hire purchase transactions
	

	21.
	Verification of documents pertaining to purchases
	

	22.
	Verification of calculation of set off and incentives in case of PSI, and the opening and closing balances
	

	23.
	Verification of the goods as per the eligibility certificate
	

	24.
	Verification of eligibility for PSI
	

	25.
	Verification of eligibility for composition scheme
	

	26.
	Verification of the forms register
	

	27.
	Verification of sales/transfers not supported by sales tax forms
	

	28.
	Verification of declarations collected and utilised during the period of audit
	

	29.
	Verification of purchases against Form C as per the CST Act 1956
	

	30.
	Verification of returns under the CST Act 1956
	


10.6 Specimen Management Representation Letter

Example of a Management Representation letter on audit u/s 61 of Maharashtra Value Added Tax Act, 2002 to be obtained from the management

(Letterhead of Dealer)

Date:

M/s. XYZ & Co.

Chartered Accountants

Mumbai

Dear Sir, 

Sub: Management representation on VAT audit

This representation letter is provided in connection with your audit of accounts for the year ended 31.03.2006 for the purpose of Maharashtra Value Added Tax Act, 2002. We acknowledge our responsibility for preparation of financial statements in accordance with the requirements of the Companies Act, 1956 and recognized accounting policies and practices, including Accounting Standards issued by the Institute of Chartered Accountants of India. We also acknowledge our responsibility for abiding the provisions of the Maharashtra Value Added Tax Act, 2002 and the rules made thereunder. 

The information required for the audit of accounts under section 61 of the Maharashtra Value Added Tax Act, 2002 is being made available to you in order to enable you to verify the same for the purpose of your report thereon. In respect of the audit under section 61 of Maharashtra Value Added Tax Act, 2002 for the year ended 31st March 2006, we confirm to the best of our knowledge and belief, the following representations:

1. Our full name and address (principal place of business) is ……………….

2. Our Registration Nos. are as under:

	Act
	R.C. No.
	Date

	MVAT Act, 2002
	
	

	CST Act, 1956
	
	

	Profession Tax Act
	
	

	Any other Act administered by the sales tax department (specify the Act)
	
	


3. Our E.C. No. and date under the Profession Tax Act is ……..and ……..

4. Our PAN number under the Income Tax Act, 1961 is ……….

5. Our ECC No under the Central Excise Act, 1944 is ……….

6. Our Import Export Code is ………..

7. Our eligibility certificate number is …

8. Our entitlement certificate number is …

9. Our tax deduction account number is …

10. The address given in the returns is ……….. There has been no change in the address during the period under audit/ During the period under audit, the address has changed from ………. To ………….

11. Our additional places of business in the State under same registration are:

	Sr No
	Additional place of business
	Address

	
	
	

	
	
	

	
	
	


12. Our additional places of business in the State having different registration number are:

	Sr No
	Additional place of business
	Registration number and date

	
	
	

	
	
	

	
	
	


13. We have taken/not taken permission to file consolidated return (where additional places of business having different registration number are there in the State).

	Sr No
	Place of business
	Registration number 

	
	
	

	
	
	

	
	
	


14. The brief details of the business activity are as per annexure….

15. The brief details of the class of products sold are as per annexure….

16. The constitution of the business is ……. (proprietary/ HUF/ partnership/ company/any other, specify)

17. There has been no change in the business model during the period under audit (specify the change xsif any)

18. There has been no change in the method of valuation of stock during the period under audit (specify the change if any)

19. There has been no change in the accounting system during the period under audit

20. Our working capital employed (current assets less current liabilities) is …

21. The nature of composition is … (if any accepted)

22. The nature and type of incentives availed are …

23. The particulars of bank accounts are as per annexure ….

24. The details of turnover are as per annexure …

25. The details of sales liable to tax are…

26. The details pertaining to turnover of purchases are as per annexure…

27. The computation of set off is as per annexure …

28. The refund claimed in the returns is ….

29. The refund of amount equal to set off on raw materials claimed under package scheme of incentives is …

30. The unadjusted set off – refund claimed in March 2006 returns is …

31. In case of composition dealers under the Act, the details are as under:

(a) The composition payable is …

(b) In case returns are consolidated under the Central Sales Tax Act, 1956, following details on turnover of sales are as per annexure …

(c) The details regarding the returns are as per annexure …

32. The details for dealers other than composition dealers are as per annexure …

33. The details pertaining to Package Scheme of Incentives are as per annexure …

34. The methodology followed for identification of sales of goods eligible for sales tax incentives and classification of goods and rate of tax adopted for computation of Cumulative Quantum of Benefits is ….

35. The treatment given to set-off on purchases of goods other than raw materials against which refund cannot be claimed is

36. The details required for composition dealers are as per annexure …

37. The details pertaining to returns under the Central Sales Tax Act, 1956 are as per annexure …

38. The purchases on Form C in contravention of the Central Sales Tax Act, 1956 are as per annexure …

39. The purchases of Rs. 10000/- or more, from dealers or persons not registered under the MVAT Act, 2002 are as per annexure …

40. The tax deducted at source is as per annexure …

41. The sales not supported by sales tax declaration forms are as per annexure:

42. The consignment/branch transfers not supported by Form F are as per Annexure  …

43. The stock account of declarations collected and utilised during the period of review is as per Annexure …

Yours faithfully,

For & on behalf of ___________

Partner/Director/Member/Proprietor   

Date 

Place

10.7 Check list for MVAT Audit report for the Audit period ending 31-3-2006

	Report
	Questions/ points to be noted
	Response

	Part I
	
	

	1.
	Has the name of the dealer been verified from registration certificate?
	

	2.
	Has the Registration number of the dealer been verified under the MVAT Act, 2002?
	

	3.
	Has the Registration number of the dealer been verified under the CST Act, 1956?
	

	4. 
	Has the address of the dealer given in the returns matching with documents like licenses, or any other reliable proof of address?
	

	5.
	Is the period in the returns filed correct?
	

	6.
	Have all the returns under the MVAT Act, 2002 and CST Act, 1956 been verified?
	

	
	If the returns are not available with the dealer, have the returns been obtained from the Returns branch of the sales tax department on payment of copying charges as per Rule 73(19) of the MVAT Rules, 2005?
	

	
	Are the books of accounts, records and registers maintained sufficient to verify the returns?
	

	
	Does the gross turnover of sales include all transactions of sales concluded during the period of audit
	

	
	Does the gross turnover of purchases include all transactions of purchases made during the period of audit?
	

	
	Have all adjustments pertaining to sales or purchases been made through book entries during the period under audit?
	

	
	Are all deductions claimed from turnover of sales in conformity with the MVAT Act, 2002 or CST Act, 1956, as the case may be?
	

	
	Is computation of sales tax payable as per the classification of goods and rate of tax applicable?
	

	
	Is the computation of set off admissible in respect of purchases correct?
	

	
	Has the set off carried from previous year been correctly adjusted?
	

	
	Is the computation of Cumulative Quantum of benefits correct?
	

	
	Have all correspondences with the sales tax department been obtained and verified?
	

	
	Have all the documents required from the management and as per the audit plan been obtained from the dealer?
	

	7
	Are there any changes in the business model?
	

	8
	Is there any change in the method of valuation of stock?
	

	9
	Is there any change in the accounting system?
	

	10 
	Has any difference in the above been properly reported?
	

	11
	Has differential tax liability been calculated and any revisions required reported?
	

	12
	Has the statutory report and Profit & Loss Account and Balance Sheet been enclosed with the return?
	

	Part II
	
	

	Section A
	General Information
	

	
	Sections of the MVAT Act, 2002 applicable-

· Section 2(8) – Dealer

· Section 2(18)- Place of business

· Section 20- Return

Rules of MVAT Rules 2005 applicable-

· Rule 17- Submission of returns

· Rule 19- Consolidated returns

Documentation required:

· Acknowledgement of Form 401 for Tax Deduction Account No

· Registration certificate issued under other state sales tax law for additional place of business, if any

· Copy of Form 211 and permission granted letter to file consolidated return by joint Commissioner 

· Eligibility certificate issued by Implementing Agency

· Entitlement certificate issued by sales tax department
	

	4.
	Has the copy of the Eligibility Certificate issued to the dealer been obtained?
	

	
	Has any addendum been issued to such certificate?
	

	
	Has the addendum copy been obtained?
	

	
	Has the copy of certificate been verified with the copy of the registration certificates issued under sales tax laws?
	

	
	Has the applicability, incentives, exemptions, eligible goods and other relevant details been verified and noted in audit working papers?
	

	5.
	Have the copies of following documents been obtained from the dealer:

· Form 401 applying for tax deduction account number

· Tax deduction account number issued 
	

	6.
	Has the copy of the Entitlement Certificate issued to the dealer on the basis of the Eligibility Certificate been obtained?
	

	
	Has any addendum been issued to such certificate?
	

	
	Has copy of such addendum been obtained?
	

	7.
	Has the address of the dealer’s principal place of business been verified from reliable documents like licenses?
	

	8.
	Is there any additional place of business in the State of Maharashtra under the same registration number?
	

	
	Has a list of such places been obtained from the dealer?
	

	
	Has the same been verified from the registration certificates issued under sales tax laws?
	

	
	Has the copy of Form 108, application for TIN number been obtained?
	

	
	Have the additional places of business and their addresses been verified from such application?
	

	9.
	Are there other places of business in the State of Maharashtra having different registration number?
	

	
	Has a list of such places been obtained from the dealer?
	

	
	Has the same been verified from the registration certificates issued under sales tax laws?
	

	
	Has the copy of Form 108, application for TIN number been obtained?
	

	
	Have the additional places of business and their addresses been verified from such application?
	

	10.
	Does the dealer intend to file consolidated return?
	

	
	Has a copy of Form 211 – application for filing consolidated return been obtained?
	

	
	Has it been verified that the consolidated return is not in respect of a place of business for which a certificate of entitlement has been obtained by the dealer – other than under Power General Promotion Policy, 1998?
	

	
	Has the dealer abided by the terms and conditions prescribed on issue of permission to file consolidated return?
	

	11.
	Has the auditor verified the places of business and their R.C. numbers for which the audit assignment has been accepted?
	

	
	Has the places of business under review been mentioned with their registration certificate numbers?
	

	
	If a dealer was having more than one certificates of registration in the year 2005-06 and was filing separate returns for his different places of business, is only a single audit report in form 704 in respect of all such places of business for which he was filling separate returns in the year 2005-06 being filed as per Circular No. 26T of 2006?
	

	
	If a dealer was holding an entitlement certificate anytime during the year 2005-06, is a single audit report being filed in respect of the year 2005-06?
	

	Section B
	Business related information
	

	
	Sections of the MVAT Act, 2002 applicable- 

· Section 2(13) - Importer
· Section 2(15) - Manufacture
· Section 2(22) - Resale
· Section 42 - Composition of tax
· Section 88 - Definition under Chapter XIV
Rules of MVAT Rules, 2005 applicable – 

· Rule 2(j) - Principal place of business

· Rule 58 - Determination of sale price 
Documentation :

· Business activity of dealer in brief

· List of goods sold according to classification and description as per Schedule entry

· List of contracts executed under works contract

· Formation documents like M&A of company, partnership deed, trust deed, Shop Act License

· Statement showing working capital employed

· Registration certificate issued under Profession Tax Act

· Registration certificate issued under any other acts administered by the sales tax department of Maharashtra 

· Certificate issued for IEC code 

· List of bank accounts and copy of bank statements
	

	1.
	Has the option chosen by dealer 

· Manufacturer

· Reseller

· Works contractor

· Lessor

· Bakery

· Restaurant

· Job Worker

· Importer

been verified with the definitions under the MVAT Act 2002 and their applicability to the dealer?
	

	
	Have the copies of application forms for registration been obtained from the dealer and verified for nature of business– Form 101, Form 1/3/4 for composition scheme for restaurant/bakery/reseller respectively?
	

	2.
	Has a commentary been received from the dealer pertaining to his business activity?
	

	3.
	Has a list of goods sold by the dealer as per schedule entry number been obtained from the dealer?
	

	
	Has the list been verified from the registration certificate?
	

	
	Have the invoices been verified for details of goods sold?
	

	4.
	Verify the registration certificate for the constitution of the business of the dealer:

· Proprietary

· Partnership

· HUF

· Cooperative society

· Private limited company

· Trust

· Public limited company

· Other (specify)
	

	
	Have constitutional documents, like registration issued by Registrar of Companies in case of a company been verified to ascertain the constitution of the dealer?
	

	
	Have other statutory documents like registration certificate under the Central Excise Act, 1944 been verified?
	

	5.
	Has a statement showing the working capital employed been obtained from the dealer?
	

	
	Has the same been verified from the audited financial statements of the dealer, the statutory audit report?
	

	
	Where the consolidated balance sheet is prepared, has the working capital employed for the State of Maharashtra been reported as per the balance sheet and has an appropriate footnote been given?
	

	
	Has the discrepancy, if any been disclosed in the audit report?
	

	6.
	Has a copy of the application for option for composition been obtained from the dealer (Form 1,2,3,4 or 5)?
	

	
	Has Form 101, application for registration, been verified in case of a new dealer?
	

	
	Verify the returns as to whether the option for composition has been duly taken?
	

	
	Have the conditions and restrictions as per Section 42 read with Rule 85 been followed?
	

	7.
	In case the dealer is a works contractor:

1. Has the total gross turnover been obtained from the dealer with contract wise bifurcation of the option exercised – composition or not

2. Has the sale price and purchase price on sale by transfer of property in goods been determined as per the provisions of Rule 58

3. Have the copies of Invoices been verified to determine the rate of tax 
	

	8.
	Has the type of incentives being availed under the Package Scheme of Incentives been obtained from the dealer?
	

	
	Have the Eligibility Certificate and the Entitlement Certificate been verified to ascertain the incentives availed?
	

	
	Has the return been filed in Form 209?
	

	
	Have the incentives been classified under Exemption Scheme and Deferment Scheme?
	

	9.
	Has the registration certificate under the Profession Tax Act been received and the registration number and date noted therefrom?
	

	10.
	Has the enrolment certificate number and date been noted from the registration certificate?
	

	11.
	Have the registration numbers under other Acts administered by the sales tax department been noted from the respective registration certificates?
	

	12.
	Has the PAN number under the Income Tax Act, 1961 been noted from the certificate issued by the Income Tax department?
	

	13.
	Has the ECC number been noted from the certificate issued by the excise department where the dealer is a manufacturer?
	

	14.
	Has the Import Export Code, if any, been noted from the certificate issued in this behalf?
	

	15.
	Has a list of bank accounts, addresses and account numbers been obtained from the assessee?
	

	
	Has the same been verified from the bank statements/ pass books and application for registration (Form 101 or 108)?
	

	Section C
	Consolidation of returns under the MVAT Act, 2002
	

	
	MVAT Act 2002 sections applicable-

· Section 2(32) - Turnover of purchase

· Section 2(33) - Turnover of sales

· Section 5 - Tax not leviable on Schedule A goods

· Section 8 - Certain sales/purchases not liable to tax

CST Act 1956 sections applicable-

· 6A Branch transfer

MVAT Rules, 2005 applicable-

· Rule 52 - Claim and grant of set off

· Rule 53 – Reduction in set off

· Rule 54 – Non admissibility of set off

· Rule 55 – Certain conditions for set off

· Rule 79 – Refund of tax for eligible units
Documentation :

· Copies of all returns filed under MVAT Act 2002 submitted to Sales tax department

· Where information is not available, true copies of the return may be asked from the sales tax department

· Working papers or sample copy of documents verified for consolidation of returns
	

	
	This section is applicable to dealers other than composition dealers
	

	1.
	Does the figure match with the calculation in Section G (1) of this report?
	

	2.
	Does the figure match with the calculation in Section G (4) of this report?
	

	3.
	Does the figure match with the calculation in Section G (2) of this report?
	

	4.
	Does the figure match with the calculation in Section G (5) of this report?
	

	5.
	For the amount of taxes:

1. have the invoices been verified to ascertain whether the taxes have been separately collected or not

2. has the amount of sale price been reduced where the sale price is inclusive of tax

amount of deduction is equal to R/(100+R), where R is the rate of tax applicable to the sale of goods

3. does the amount of taxes equal the total tax payable under MVAT Act, 2002

4. has the amount been verified with the books of accounts and the returns

5. does the figure match with the amount calculated in Section G (6) of this report
	

	
	For the amount of deductions:

is the amount a total of 

· non taxable charges

· amount paid or payable towards works contract executed by sub contractor

· amount paid or payable by the principal contractor towards works contract executed by the dealer

· sale of goods excluded from VAT

as computed in Section G (7) of this report
	

	6.
	Does the figure tally with [1-(2+3+4+5)] clauses of this Section of the audit report?
	

	
	Does this figure equal the turnover of taxable sales in the State of Maharashtra as verified from the books of accounts and returns?
	

	7.
	Have the taxable sales been bifurcated as per the different rates of tax applicable to them?
	

	
	Has the quantity also been verified from the sales register and mentioned in case of specified petroleum products liable to specific rate?
	

	
	Has rate of tax applicable to the goods been verified as per Schedule entry for each class of goods?
	

	
	Has the rate of tax in the returns correct?
	

	8
	Are the following mentioned as calculated in various clauses of Section H of this report:

· gross turnover of purchases

· imports into India

· inter State sales

· Branch transfers

· Local purchases from registered dealers

· Local purchases from unregistered dealers
	

	
	Does the gross turnover of purchases include all types of purchases as per the provisions of MVAT Act 2002?
	

	
	Has the figure been verified from the books of accounts and returns?
	

	9.
	In respect of tax paid on purchases from registered dealers

· Have the figures been mentioned as calculated in Section H (10) (1) of this report

· Have the purchases been bifurcated as per the different rates of tax applicable to them
	

	
	In respect of tax paid on purchases not applicable for set off under Rule 54

· Have the figures been mentioned as calculated in Section H (10) (2) of this report

· Have the purchases been bifurcated as per the different rates of tax applicable to them
	

	
	In respect of tax paid on purchases eligible for set off under Rule 52

· Have the figures been mentioned as calculated in Section H (10) (3) of this report

· Have the purchases been bifurcated as per the different rates of tax applicable to them
	

	
	In respect of reduction of set off at 4% of the purchase price

· Have the figures been mentioned on taxable purchase price and amount of set off of , commodity wise, as calculated in Section H (10) (4) of this report

· Have the purchases been bifurcated as per the type of commodities as mentioned in the report
	

	
	In respect of reduction of set off on goods used in execution of works contract for which the contractor has opted for composition in lieu of tax payable

· Has the figure been mentioned as per Section H (10) (5) of this report
	

	10.
	Have the exports been calculated as per the CST Act, 1956 (Section 5(3))?
	

	
	Has a duly certified statement relating to the refunds alongwith calculation been obtained from the dealer?
	

	
	Has the system of calculating sales by way of exports and calculation of refund thereon been ascertained from the dealer in a duly certified statement?
	

	
	Have the goods exported been verified with invoices, books of accounts, receipts in foreign exchange, identity of the purchasing parties, etc.?
	

	
	Have the goods so exported been matched with the Schedule Entry number for classification and rate schedule for rate of tax?
	

	11.
	Is the unit eligible for refund under Rule 79?
	

	
	Has a duly certified list of goods being raw materials been obtained from the dealer and verified with the registration certificate, eligibility certificate?
	

	
	Have the goods been matched with the Schedule Entry number for classification and rate schedule for rate of tax?
	

	
	Has the system of identifying raw material and computing set off or refund been ascertained from the dealer in a duly certified statement?
	

	
	Has the application for refund in Form 501 been verified?
	

	
	Have the purchases been verified from invoices and books of accounts?
	

	12.
	Has the unadjusted set off been correctly computed and verified with the March returns?
	

	
	Has the refund being claimed been verified with the books of accounts?
	

	
	Have the Rules 51 to 55 pertaining to set off been referred to for set off claimed and adjusted?
	

	
	The unadjusted set off/ refund claimed in March 2006, cannot be adjusted in returns pertaining to the year 2006-07.
	

	Section D
	Consolidation of returns filed by composition dealer under the MVAT Act, 2002
	

	
	MVAT Act, 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 42 - Composition of tax

MVAT Rules, 2005 rules applicable-

· Rule17-Submission of returns
	

	
	This section is applicable to composition dealers
	

	1.
	Does the information mentioned here match with Section B (6)?
	

	2.
	Does the figure mentioned here match with the returns for the period?
	

	
	Are the sales only the ones that are liable to tax?
	

	
	In case of a retailer

· Does the figure match with the calculation in Section (J) (4) (5)
	

	
	In case of a bakery,

· Does the figure match with the calculation in Section K (3) (3)
	

	
	In case of a restaurant, etc.

· Does the figure match with the calculation in Section L (4) (1)
	

	
	In case of a caterer, etc.

· Does the figure match with the calculation in Section M (4) (1)
	

	
	In case of a passenger motor vehicle dealer

· Does the figure match with the calculation in Section N (4) (1)
	

	
	Have the provisions of Section 42 been referred to?
	

	
	Has the sale price been determined according to Rule 58 in case of a works contract?
	

	3.
	Have the provisions of Section 42 been referred to?
	

	
	Do the figures of amounts and rates match with the returns?
	

	
	In case of a retailer

· Do the rate and amount match with the calculation in Section (J) (4) (5) & (4) (6)
	

	
	In case of a bakery,

· Do the rate and amount match with the calculation in Section K (3) (4) & (3) (5)
	

	
	In case of a restaurant, etc.

· Do the rate and amount match with the calculation in Section L (4) (2) & (4) (3)
	

	
	In case of a caterer, etc.

· Does the figure match with the calculation in Section M (4) (2) & (3)
	

	
	In case of a passenger motor vehicle dealer

· Does the figure match with the calculation in Section N (4) (2) & (3)
	

	
	Have the rates been checked as per Schedules?
	

	Section E
	Consolidation of returns under the CST Act, 1956
	

	
	MVAT Act, 2002 sections applicable

· Section 2(33) - Turnover of sales

CST Act, 1956 sections applicable

· Section 2(g) - Sale

· Section 2(g) - Sale price

· Section 2(g) - Turnover

· Section 5 - Sale in course of import/export

· Section 6 - Liability to tax in case of inter state Sales

· Section 9 - Rate of tax

· Section 8A - Determination of turnover

Documentation

· Copies of all returns filed under CST Act 1956 submitted to Sales tax department

· Working papers or sample copy of documents verified for consolidation of returns
	

	
	This Section is applicable for Returns under the CST Act, 1956.
	

	
	Where dealers registered under CST Act, 1956 have not filed returns due to “NIL” turnover, appropriate disclosure should be made.
	

	1.
	Does the figure match with amount calculated in Section G (1) of this report?
	

	2.
	Does the figure match with amount calculated in Section O (2) of this report?
	

	3.
	Does the figure match the sum of High Sea Sales and Sales Occasioning export as calculated in Section O (6) (4) & (5) of this report?
	

	4.
	Does the figure match with amount calculated in Section O (6) (6) of this report?
	

	5.
	Does the figure match with amount calculated in Section O (6) (7) of this report?
	

	6.
	Does the figure match with amount calculated in Section O (6) (8) of this report?
	

	7.
	Does the figure match with amount calculated in Section O (4) of this report?
	

	8.
	Does the figure match with amount calculated in Section O (6) of this report?
	

	9.
	Does the figure match with amount calculated in Section O (7) of this report?
	

	Section F
	Filing of returns and payment of tax
	

	
	MVAT Act 2002 sections applicable

· Section 20 - Returns

MVAT Rules 2005 rules applicable

· Rule 17 - Submission of returns

· Rule 18 - Special provision for first and last return

· Rule 41 - Time for payment

Documentation

· Statement showing tax liability of previous year 

· Statements of returns filed and date of submission and due dates in format as per section F duly certified from dealer for MVAT and CST returns separately
	

	
	Tax short paid/not paid should not be included in the observation.
	

	
	CST returns should also be included in this Section.
	

	1.
	Has the periodicity of the returns been verified?
	

	2.
	Have the following provisions been referred to

· Section 20 of the MVAT Act, 2002

· Rules 17, 18 and 41 of MVAT Rules, 2005

· Section 5 of the CST Act 1956
	

	
	Have all the returns been filed in the right Form and within the prescribed time?
	

	
	Have the list of returns filed been obtained alongwith certified copies of the returns and challans for payment of tax for verification of

· Due date

· Date of submission/deposit

· Whether the correct form applicable to the dealer has been used
	

	
	Have both MVAT and CST returns been mentioned in separate tables?
	

	3.
	Have the observations made above with respect to any deviation from the legal provisions been mentioned here?
	

	
	Have the MVAT and CST deviations been separately mentioned?
	

	
	Has the effect of the deviations been calculated and mentioned?
	

	Section G
	Verification of sales under the MVAT Act, 2002 (For dealers other than composition dealers)
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 2(25) - Sale price

· Section 8 - Certain sales/purchases not liable to tax

· Section 45 - Certain agents liable to tax for sales on behalf of principal

· Section 63 - Accounts

MVAT Rules 2005 rules applicable

· Rule 50 - Forms of certificates and declaration

· Rule 58 - Determination of sale price & purchase price in respect of execution of work contract

· Rule 59 - Determination of taxable turnover of sales of residential hotels

Documentation

· Working papers or sample copy of documents verified for turnover of sales on the basis of MVAT returns with books of accounts

· Working papers or sample copy of documents verified for sales register  with books of accounts

· Sample copies of sales tax invoices verified

· Copy of Form  No. 105 for Authorised signatory under VAT

· Working papers for verification of branch transfer and methodology for valuation of branch transfer 

· Audit working papers showing verification of stock

· List of items used as fuel and raw material

· List of customers under SEZ, EOU etc. Unit with proof of sales

· Verification of works contractor transactions like form 407, agreements, contracts

· working paper showing methodology followed for classification of sales including tax rate-wise classification

· working paper showing methodology followed  leasing and hire purchase transactions for determination of sale price liable to tax


	

	
	This section is applicable to dealers other than composition dealers.
	

	
	The turnovers as determined by the auditor should be mentioned in this Section.
	

	1.
	Has all the figures in returns filed under MVAT Act, 2002 been consolidated?
	

	
	Has the sales register containing all sales, within and outside Maharashtra been obtained from the dealer?
	

	
	Has the list of sales made to employees been obtained in detail from the dealer?
	

	
	Has the debit note and credit note register and the branch transfers been obtained from the dealer?
	

	
	Have the branch transfers been included in the gross turnover?
	

	
	Have all the transactions of sales during the period of audit been included, including scrap sales, sale of old assets, etc.?
	

	
	Do the figures in the sale register match with the invoices?
	

	
	Do the figures in the sales register, the lists received from the dealers, the debit and credit note register match with the books of accounts, financial statements and the returns?
	

	
	Has the tax been included in the sales or is it separately mentioned?
	

	
	Has the dealer has opted partly for composition scheme, then has the turnover of non composition scheme business only been included?
	

	
	Has the turnover been calculated at MRP in case of a medicine dealer?
	

	2.
	Has a statement been received from the dealer regarding transfers to the branch from the principal place of business or other branches?
	

	
	Has the register of F form been obtained from the dealer?
	

	
	Are there any transfers which have not been supported by Form F?
	

	
	Has the method of accounting and valuation followed by the dealer for branch transfers noted in the working papers?
	

	
	Have the transfers been verified with the returns, financial statements, books of accounts?
	

	
	Have the list of branches been obtained and verified from the registration certificates?
	

	
	Have the transfers for each branch been verified?
	

	
	Are there any transfers on account of predetermined sales?
	

	
	Have the transfers been verified by the delivery challans, stock book and books maintained at the branches?
	

	3.
	Have the turnover of sales as per returns been verified with the books of accounts and reconciled?
	

	
	Is the figure the difference between gross turnover of sales and branch transfers (1-2 of this Section)?
	

	4.
	Does the dealer deal in goods referred to in Schedule A?
	

	
	Has the total of sales of such goods been calculated and included? 
	

	
	Has the sales of such goods been verified from the invoices?
	

	5.
	Has the accounting policy followed for sales under the CST Act, 1956 been obtained from the dealer?
	

	
	Has the list of additional places in Maharashtra been obtained and the total turnover of sales within the State been consolidated?
	

	
	Have branch transfers within the State been computed?
	

	
	Have the sales against C Forms been computed?
	

	
	Have the C Forms received been verified and C Forms not received computed?
	

	
	Have sales as per Section 8(1) of the MVAT Act, 2002 

· Sales outside Maharashtra

· Sales in the course of import or export

· Inter state sales

been computed and verified with the books of accounts and returns filed under the CST Act, 1956?
	

	
	Have sections 3, 4 and 5 of the CST Act, 1956 been referred to in the computation?
	

	
	Have sales as per Section 8(2) of the MVAT Act, 2002

· Sale of fuel and lubricants filled into an aircraft which are registered in a foreign country

been computed and verified with the books of accounts?
	

	
	Have sales as per Section 8(3) of the MVAT Act, 2002

· Sale to SEZ, STP, EHTP and 100% EOU

been computed and verified with books of accounts and invoices?
	

	
	Have the status of the purchasing unit been verified with legal documents like registration certificates?
	

	
	Have the notifications and circulars pertaining to the exemption, issued by the Maharashtra State been referred to?
	

	
	Have sales as per Section 8(4) of the MVAT Act, 2002

· Class of goods exempt under the Package Scheme of Incentives

been computed and verified as per the books of accounts?
	

	
	Have the eligibility and entitlement certificates been verified for the goods exempted?
	

	
	Have the cumulative quantum of benefits been computed and verified with the ceiling limit on the benefits?
	

	
	Has it been verified that the dealer has not collected any tax against such sales?
	

	
	Has all the conditions of the eligibility certificate and section 8(4) been fulfilled?
	

	6.
	Have the invoices been verified to ascertain whether the taxes have been separately collected or not?
	

	
	Has the amount of sale price been reduced where the sale price is inclusive of tax?
	

	
	Is the amount of deduction above equal to R/(100+R), where R is the rate of tax applicable to the sale of goods?
	

	
	Does the amount of taxes equal the total sales tax payable by the dealer?
	

	
	Has the amount been verified with the books of accounts and the returns?
	

	7.1
	Has the definition of ‘sale price’ as per Section 2(25) of the MVAT Act, 2002 been referred to?

Have the provisions of Rule 59 been referred to in case of residential hotels charging composite sum for lodging and boarding?
	

	
	Are there any charges which are not to be included in the sale price?
	

	
	Have the charges been shown separately in the invoices?
	

	
	Have the deductions claimed in case of works contract been verified for admissibility?

Have the provisions of Rule 58 been referred to?

Have the contracts and orders been verified?
	

	
	Has the method followed for calculation of deductions been verified and mentioned?
	

	
	Has the admissibility of freight charges been verified on a case to case basis?
	

	
	Have the returns been cross checked with the books of accounts for deductions claimed?
	

	7.2
	Has the certificate in Form 407 issued by the sub contractor been verified for admissibility of payment?
	

	
	Has section 42 of the MVAT Act 2002 and Rule 58 of the MVAT Rules 2005 been referred to?
	

	
	Has a list of sub contractors been obtained with payments made to them on a contract basis and their registration numbers?
	

	
	Have the payments been made to sub contractors been verified? 
	

	7.3
	Has the certificate issued by the principal contractor in Form 408 been verified for payment admissible?
	

	
	Has a list of principal contractors been obtained from the dealer alongwith details of payments received and deductions claimed?
	

	
	Have the payments received been verified?
	

	7.4
	Has the list of goods as per Schedule entry number been obtained from the dealer?
	

	
	Have the goods excluded from VAT sold by the dealer been verified?
	

	
	Have the turnover of sales of Motor Spirits and of medicines been excluded, where appropriate?
	

	8.
	Has the list of goods as per Schedule entry number and rate applicable been obtained from the dealer?
	

	
	Has the list been verified with the rate schedules under the MVAT Act 2002?
	

	
	Has the method of classification of sales been verified and mentioned?
	

	
	Has the method for determining sale consideration of goods in case of a works contract been verified and mentioned?
	

	
	Has the method for calculating sale price in case of leasing and hire purchase transactions been verified and mentioned?
	

	
	Have the elements of sale not forming part of sale price been specified in case of lease and hire purchase transactions?
	

	
	Have the sales as per the rate of tax applicable been verified and the tax liability calculated on that basis?
	

	
	Has the description of goods been mentioned with schedule entry number for each rate?
	

	
	Have the tax invoices been verified with the books of accounts?
	

	
	Are any works contract entered into prior to 31-3-2005 (ongoing works contract where the execution has started before 1-4-2005)

· Has the method followed for discharging tax liability under the Maharashtra Sales Tax on transfer of property in goods involved in the execution of Works Contract Act 1989 (Works Contract Act) been verified with the amount of tax/composition payable under that Act

· Has the tax liability in respect of such sales been disclosed in the returns of the period under audit

· Has Section 96(g) of MVAT Act 2002 been referred to 

· Have the books of accounts as on 31-3-2005 been verified

· Have the contracts/agreements been obtained and verified
	

	
	Are there any leasing contracts entered into prior to 31-3-2005

· Has the method followed for discharging tax liability under the Maharashtra Sales Tax on Transfer of Rights to Use Any Goods for any purpose Act 1985 (Lease Tax Act) been verified with the amount of tax/composition payable under that Act

· Has the tax liability in respect of such sales been disclosed in the returns of the period under audit

· Has Section 96(f) of MVAT Act 2002 been referred to 

· Have the books of accounts as on 31-3-2005 been verified

· Have the contracts/agreements been obtained and verified
	

	Section H
	Verification of turnover of purchases and sales tax set off claimed in the return 
	

	
	MVAT Act 2002 sections applicable

· Section 2(20) - Purchase price

· Section 2(32) - Turnover of purchase

· Section 48 - Set off, refunds etc.

· Section 63 - Accounts

· Section 64 - Deduction of stock of goods held on closing date

· Section 86 - Tax invoice

CST Act 1956
sections applicable

· Section 3 - Sale /purchase said to take place in course of inter-State

· Section 5 - Sale in course of import/export

MVAT Rules 2005 rules applicable

· Rule 3 - Goods returned and deposits refunded

· Rule 51 - Set off in respect of purchases held in Stock 0n 31-3-2005

· Rule 52 - Claim and grant of set off

· Rule 53 - Reduction in set off

· Rule 54 - Non admissibility of set off

· Rule 55 - Condition for grant of set off or refund

· Rule 77 - Particulars to be specified in a tax invoice

documentation

· Working papers or sample copy of documents verified for turnover of purchases on the basis of returns under the MVAT Act, 2002 with books of accounts

· Working papers or sample copy of documents showing verification of purchase register with books of accounts

· Working papers showing methodology followed for classification of purchases under various categories like raw material, traded goods, capital goods etc.

· Sample copies of purchase invoices, bill of entry, custom clearances of all categories of purchases verified

· List of items mentioned in Registration Certificate issued under CST Act, 1956 for purchases eligible for issue under C form 

· Audit working papers for verification of stock

· Audit working papers for calculation of ratio if any for set off and system followed for identification of purchases not eligible for set off 

· Form no 6 for set off claimed on opening stock of goods 

· Audit working papers for verification of contingencies under which set off claimed is adjusted
	

	
	This section is applicable for dealers other than composition dealers.
	

	
	The turnovers as determined by the auditor should be mentioned in this Section.
	

	9.
	Has the method followed for classification of purchases been verified?
	

	
	Has the definition of purchase price been referred to under section 2(20) of the MVAT Act 2002?
	

	
	Are there any purchase returns?
	

	
	Have the returns been made within the prescribed period?
	

	
	Have the credit notes and debit notes issued been verified?
	

	
	Have the purchase records been maintained as per Rule 55 of MVAT Rules 2005?
	

	
	Have the purchase register and purchase return register been verified with the invoices, financial statements and returns?
	

	
	Has the fixed asset register been verified for any capital purchases?
	

	
	Has the Journal register been verified for any purchases booked through Journal entry?
	

	
	Has the stock register been obtained to verify the purchases?
	

	9.1
	For calculating imports into India

· Have the invoices and other supporting documents like Bill of Entry, custom duty payments, been verified

· Has section 5 of the CST Act 1956 been referred to

· Are there any imports from related parties
	

	9.2
	For inter state purchases

· Have the purchase invoices and supporting documents been verified

· Have the goods been utilised for intended purpose as per the registration certificate received under the CST Act 1956

· Have sections 3, 4 and 8 of the CST Act 1956 been referred to

· Has the C Form register been verified
	

	9.3
	For branch transfers

· Has the amount been verified with the books of account and returns

· Have the entries in the stock records checked

· Has section 6A of the CST Act 1956 been referred to

· Has the list of branches inside and outside Maharashtra been obtained and verified with the registration certificates

· Has the method of valuation been verified 
	

	9.4
	For local purchases from registered dealers

· Have purchases and supporting documents been verified

· Have the purchase register, journal register, fixed assets register and stock register been verified

· Has the registration of dealers been verified

· Have the purchases been classified on the basis of set off availability and rate of tax
	

	9.5
	Local purchases from unregistered dealers

· Have the purchases from all class of unregistered dealers/persons been verified

· Have full particulars of purchases above Rs 10000 been obtained

· Have the purchase register, journal register, fixed assets register and stock register been verified
	

	10
	Have sections 48, 63 of MVAT Act 2002 and Rules 51 to 55 of MVAT Rules 2005 been referred to?
	

	
	Have all the returns been verified for consolidated amount of set off?
	

	
	Have all purchases been obtained and verified?
	

	
	Has the method followed for claiming set off been verified?
	

	10.1
	Has the adequacy of set off register maintained by the dealer been verified?
	

	10.2
	Has the policy followed for computing and accounting for admissible and non admissible set off been verified?
	

	
	Have the purchases on which no set off is available been verified?
	

	10.3
	Are the purchases eligible for set off supported by tax invoices as per the requirements prescribed?
	

	
	Has rule 52 of the MVAT Rules 2005 been referred to?
	

	10.4
	Has the rate Schedules been referred to?
	

	
	Has the calculation for the reduction been verified?
	

	
	Has the method followed for computation of reduction for set off and reasonableness of the ratios adopted been verified?
	

	
	In case of goods used as fuels

· has the class of goods used as fuels and system followed for identification of such purchases been verified
	

	10.5
	Has the method followed for identification of gross set off admissible on purchases and method followed for working out the reduction of set off been verified?
	

	
	Have sections 42, 45 of the MVAT Act 2002 and rule 53 of MVAT Rules 2005 been referred to?
	

	
	Has a list of goods been obtained from the dealer as per Schedule entry number and rate of tax and verified?
	

	
	Have the ratios of value and quantity of transfer in works contract been verified?
	

	10.6
	Is the figure arrived by 10.3-(10.4+10.5)?
	

	10.7
	Has the stock declaration been verified with the closing stock as per the books of accounts?
	

	
	Have the corresponding purchase invoices, eligibility for set off and the amount of set off being claimed been verified?
	

	
	Has the sales tax form 31 been verified, where applicable, with purchases of goods and set off claimed?
	

	
	Has Section 84 of MVAT Act 2002 and rule 51 of the MVAT Rules 2005 been referred to?
	

	
	Verify the calculation and set off claimed with returns and books of accounts?
	

	10.8
	Verify the methodology followed for identification of goods which remain unsold and the corresponding purchases and set off amount?
	

	
	Has Section 84 of MVAT Act 2002 and rule 51 of the MVAT Rules 2005 been referred to?
	

	
	Have the stock records as on 31-3-2005 been verified?
	

	
	Have the stock records as on 31-12-2005 been verified?
	

	10.9
	Have the stock declaration and resale invoices been verified?
	

	
	Has Section 84 of MVAT Act 2002 and rule 51 of the MVAT Rules 2005 been referred to?
	

	
	Have the stock records as on 31-3-2005 been verified?
	

	
	Have the purchase invoices of such capital assets purchased on or after 1-4-2003 been verified?
	

	
	Has the accounting method followed for set off claimed been verified?
	

	
	Has the rate of tax as per the Bombay Sales Tax Act 1959 been verified for old capital assets?
	

	
	Has the fixed assets register and returns been verified?
	

	10.10
	Have the documents based on which set off is claimed been verified for the accuracy and admissibility of the set off claimed?
	

	
	Has the adjustment made been verified for its accuracy? 
	

	10.11
	Have the documents based on which set off is claimed been verified for the accuracy and admissibility of the set off claimed
	

	
	Has the methodology followed for identification of contingencies under which set off claimed earlier is adjusted been verified?
	

	10.12
	Is the figure calculated as

10.6+10.7+10.8+10.9+10.10-10.11?
	

	
	Has the figure been verified with returns and books of accounts?
	

	10.13
	Has the figure been verified with returns and books of accounts?
	

	10.14
	Has the figure been verified with returns and books of accounts?
	

	10.15
	Has the figure been verified with returns and books of accounts?
	

	
	Has the application for provisional refund in Form 501 been verified?
	

	10.16
	Is the figure calculated as

10.12-(10.13+10.14+10.15)?
	

	
	Has the reason for the balance been mentioned?
	

	
	Has the figure been verified with returns and books of accounts?
	

	Section I
	Verification of computation of cumulative quantum of benefits availed by the eligible PSI unit
	

	
	MVAT Act 2002 sections applicable

· Section 88 - Definition under Chapter XIV

· Section 89 - Grant of certificate of entitlement

· Section 90 - Cancellation of certificate of entitlement

· Section 91 - Change in the nature of incentives

MVAT Rules 2005 rules applicable

· Rule 78 - Calculation of QCB

· Rule 79 - Refund of tax to units

· Rule 81 - Condition for permission to defer payment of taxes

· Rule 82 - Appraisal of annual production capacity

Documentation

· Copy of the package scheme of incentives (PSI) applicable to dealer 

· Working paper showing for verification of opening, closing and utilisation of incentives during the period of audit

· Working paper for computation of Cumulative Quantum of Benefits

· List of material and finished goods mentioned in Eligibility Certificate

· Working paper showing verification of methodology followed for identification of sale of goods eligible for sales tax incentives and classification of goods and rate of tax adopted for computation of Cumulative Quantum of Benefits

· Calculation of NPV and correspondence with sales tax department and payment details of value of NPV
	

	
	This section is for computing cumulative quantum of benefits availed by eligible PSI units
	

	1.
	Is the number as per Section A (4) of this report?
	

	2.
	Is the number as per Section A (6) of this report?
	

	3.
	Has the entitlement certificate been verified with the returns under Form 209?
	

	4.
	Has the eligibility certificate been verified?
	

	5.
	Has the eligibility certificate been verified with the returns under Form 209?
	

	6.
	Has the eligibility certificate (including any addendum issued) been verified with the returns under Form 209, and previous assessment orders and returns?
	

	7.
	Has previous returns been obtained for cumulative quantum of benefits availed upto 31-3-05?
	

	
	Has previous assessment orders been verified for any difference with the returns?
	

	
	Have any appeals been filed by the dealer?
	

	
	Is the position of pending appeals mentioned in the report?
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	Has the quarterly follow up statement submitted to the sales tax department been verified?
	

	
	Is the figure equal to 6-7 of this section?
	

	9
	Have sections 88 to 94 of the MVAT Act 2002 and rules 78 to 84 of MVAT Rules 2005 been referred to for calculation of cumulative quantum of benefits?
	

	
	Have calculations been separately done for MVAT Act 2002 and CST Act 1956?
	

	
	Has the calculation been verified from books of accounts maintained for the PSI unit and returns and quarterly follow up statement submitted by the dealer?
	

	
	Has the description of goods as per invoices been verified with the entitlement certificate?
	

	9.1
	Has the list of goods as per eligibility certificate obtained from the dealer with the schedule entry number and rate of tax applicable thereon?
	

	
	Has the turnover of sales been verified with the books of accounts and quarterly follow up statement?
	

	9.2
	Does the figure tally with Section O (6) (9) of this report?
	

	
	Have the Forms C and D received been verified?
	

	
	Have the sales with and without declaration forms been segregated and verified?
	

	
	Has the description of goods sold been verified with the eligibility certificate?
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	Have sections 88 to 94 of the MVAT Act 2002 and rules 78 to 84 of MVAT Rules 2005 been referred to for calculation of cumulative quantum of benefits?
	

	
	Have calculations been separately done for MVAT Act 2002 and CST Act 1956?
	

	
	Has the calculation been verified from books of accounts maintained for the PSI unit and returns and quarterly follow up statement submitted by the dealer?
	

	
	Has the description of goods as per invoices been verified with the entitlement certificate?
	

	10.1
	Has the rates applicable been verified from the rate schedules?
	

	
	Has the turnover of sales been verified with the books of accounts and quarterly follow up statement?
	

	10.2
	Has the turnover of sales been verified with the books of accounts and quarterly follow up statement?
	

	
	Has the rates applicable been verified from the rate schedules?
	

	10.3
	Has Section 94 of the MVAT Act 2002 and Rule 84 of MVAT Rules 2005 been referred to?
	

	
	Have the details of premature payments been obtained and calculation of Net Present Value verified?
	

	
	Have the returns and challans been verified for net present value?
	

	10.4
	Does the figure equal 10.1+10.2-10.3?
	

	
	Has the figure been verified from the books of accounts, returns and quarterly follow up statement?
	

	11
	Does the figure of opening balance equal to figure calculated in 8 of this Section?
	

	
	Does the figure of cumulative quantum of benefits equal to 9 or 10 of this section according to exemption benefit or deferment benefit being claimed respectively?
	

	
	Does the balance to be carried forward equal the amount 8-(9 or 10) of this section , as the case may be?
	

	12
	Have the observations about methodology followed for identification of sales of goods eligible for sales tax incentives and classification of goods and rate of tax adopted for computation of cumulative quantum of benefits been reported?
	

	
	Has the treatment given to set off on purchases of goods other than raw materials against which refund cannot be claimed reported?
	

	Section J
	Verification of composition payable by retailer
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 42 - Composition of tax

MVAT Rules 2005 rules applicable

· Rule 17 - Submission of returns

Documentation

· Working papers of verification of eligibility criteria for applicability of composition schemes like non issue of tax invoice dealer status, no claim of set off, etc.

· Working papers of verification of turnover of sales and computation of taxable value and tax
	

	1.
	Is it as per Part I (2) of the report?
	

	2.
	Has Section 42 of the MVAT Act 2002 and Rule 17 of MVAT Rules 2005 been referred to?
	

	
	Has the rates of composition been mentioned for 1-4-2005 to 31-5-2005 and 1-6-2005 to 31-3-2006?
	

	3.
	
	Have the conditions prescribed as per notifications been verified?
	

	
	Is there any deviation from the conditions?
	

	
	Have all purchases been verified to ascertain that they are all local purchases from dealers in Maharashtra with the invoices, books of accounts and financial statements?
	

	
	Has it been ensured that there are no purchases from outside the State?
	

	
	Has it been ensured that the dealer does not come under the definition of a manufacturer or importer?
	

	
	Has it been ensured that the dealer is not a liquor dealer?
	

	
	Has it been ensured that no tax or composition has been collected from customers?
	

	
	Has it been ensured that no set off has been claimed?
	

	
	Has it been ensured that the dealer has not issued tax invoice?
	

	4.1
	Has the sales been reconciled with the books of accounts?
	

	
	Have the sales been bifurcated between 1-4-2005 to 31-5-2005 and 1-6-2005 to 30-9-2005 for the first half year?
	

	
	Have the sales been bifurcated into taxable and non taxable sales?
	

	4.2
	Has the description of goods been obtained as per schedule entry number and verified with invoices, returns and schedules?
	

	4.3
	Is the figure equal to 4.1-4.2 of this section (taxable sales)?
	

	
	Has the figure been verified with the returns?
	

	4.4
	Has the turnover of purchases been reconciled with the books of accounts and returns?
	

	4.5
	Is the figure equal to 4.3-4.4 of this section?
	

	
	Has the rate of tax been verified? 
	

	4.6
	Has the calculation been verified with the returns and the challans?
	

	Section K
	Verification of composition payable by Bakery
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 42 - Composition of tax

MVAT Rules 2005 rules applicable

· Rule 17 - Submission of returns

Documentation

· Working papers of verification of eligibility criteria for applicability of composition schemes like non issue of tax invoice dealer status, no claim of set off, etc.

· Working papers of verification of turnover of sales and computation of taxable value and tax
	

	1.
	Does this tally with Part I (2)?
	

	2.
	Has the eligibility of the baker been verified?
	

	
	Have all conditions prescribed been fulfilled?
	

	
	Have all purchases been verified to ascertain that they are all local purchases from dealers in Maharashtra with the invoices, books of accounts and financial statements?
	

	
	Has it been ensured that there are no purchases from outside the State?
	

	
	Has it been ensured that the dealer does not come under the definition of a manufacturer or importer?
	

	
	Has it been ensured that the dealer is not a liquor dealer?
	

	
	Has it been ensured that no tax or composition has been collected from customers?
	

	
	Has it been ensured that no set off has been claimed?
	

	
	Has it been ensured that the dealer has not issued tax invoice?
	

	3.1
	Has the sales been reconciled with the books of accounts?
	

	
	Have the sales been bifurcated between 1-4-2005 to 31-5-2005 and 1-6-2005 to 30-9-2005 for the first half year?
	

	
	Have the sales been bifurcated into taxable and non taxable sales?
	

	3.2
	Has the description of goods been obtained as per schedule entry number and verified with invoices, returns and schedules?
	

	3.3
	Is the figure equal to 3.1-3.2 of this section (taxable sales)?
	

	
	Has the figure been verified with the returns?
	

	3.4
	Has the rate of tax applicable been verified?
	

	3.5
	Is the figure equal to 3.3*3.4 of this section?
	

	
	Has the calculation been verified with the returns and the challans?
	

	Section L
	Verification of composition payable by restaurant etc
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 42 - Composition of tax

MVAT Rules 2005 rules applicable

· Rule 17 - Submission of returns

Documentation

· Working papers of verification of eligibility criteria for applicability of composition schemes like non issue of tax invoice dealer status, no claim of set off, etc.

· Working papers of verification of turnover of sales and computation of taxable value and tax
	

	1.
	Does this tally with Part I (2)?
	

	2.
	Has the nature of business of the dealer been verified with the registration certificate, licenses

· restaurant

· eating house

· hotel

· refreshment room

· boarding establishment
	

	3.
	Has the eligibility of the dealer been verified?
	

	
	Have all conditions prescribed been fulfilled?
	

	
	Have all purchases been verified to ascertain that they are all local purchases from dealers in Maharashtra with the invoices, books of accounts and financial statements?
	

	
	Has it been ensured that there are no purchases from outside the State?
	

	
	Has it been ensured that the dealer does not come under the definition of a manufacturer or importer?
	

	
	Has it been ensured that the dealer is not a liquor dealer?
	

	
	Has it been ensured that no tax or composition has been collected from customers?
	

	
	Has it been ensured that no set off has been claimed?
	

	
	Has it been ensured that the dealer has not issued tax invoice?
	

	4.1
	Has the sales been reconciled with the books of accounts?
	

	
	Have the sales been bifurcated between 1-4-2005 to 31-5-2005 and 1-6-2005 to 30-9-2005 for the first half year?
	

	
	Have the sales been bifurcated into taxable and non taxable sales?
	

	4.2
	Has the rate of tax applicable been verified?
	

	4.3
	Is the figure equal to 4.1*4.2 of this section?
	

	
	Has the calculation been verified with the returns and the challans?
	

	Section M
	Verification of composition payable by Caterers, etc.
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 42 - Composition of tax

MVAT Rules 2005 rules applicable

· Rule 17 - Submission of returns

Documentation

· Working papers of verification of eligibility criteria for applicability of composition schemes like non issue of tax invoice dealer status, no claim of set off, etc.

· Working papers of verification of turnover of sales and computation of taxable value and tax
	

	1.
	Does this tally with Part I (2)?
	

	2.
	Has the nature of the business of the dealer been verified?
	

	3.
	Has the eligibility of the dealer been verified?
	

	
	Have all conditions prescribed been fulfilled?
	

	
	Is the dealer maintaining separate books for catering activities and other activities?
	

	
	Have all purchases been verified to ascertain that they are all local purchases from dealers in Maharashtra with the invoices, books of accounts and financial statements?
	

	
	Has it been ensured that there are no purchases from outside the State?
	

	
	Has it been ensured that the dealer does not come under the definition of a manufacturer or importer?
	

	
	Has it been ensured that the dealer is not a liquor dealer?
	

	
	Has it been ensured that no tax or composition has been collected from customers?
	

	
	Has it been ensured that no set off has been claimed?
	

	
	Has it been ensured that the dealer has not issued tax invoice?
	

	4.1
	Has the sales been reconciled with the books of accounts?
	

	
	Have the sales been bifurcated between 1-4-2005 to 31-5-2005 and 1-6-2005 to 30-9-2005 for the first half year?
	

	
	Have the sales been bifurcated into taxable and non taxable sales?
	

	4.2
	Has the rate of tax applicable been verified?
	

	4.3
	Is the figure equal to 4.1*4.2 of this section?
	

	
	Has the calculation been verified with the returns and the challans?
	

	Section N
	Verification of composition payable by passenger motor vehicle dealer
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

· Section 42 - Composition of tax

MVAT Rules 2005 rules applicable

· Rule 17 - Submission of returns

Documentation

· Working papers of verification of eligibility criteria for applicability of composition schemes like non issue of tax invoice dealer status, no claim of set off, etc.

· Working papers of verification of turnover of sales and computation of taxable value and tax
	

	1.
	Does this tally with Part I (2)?
	

	2.
	Has the eligibility of the dealer been verified?
	

	
	Have all conditions prescribed been fulfilled?
	

	
	Is the dealer maintaining separate books for catering activities and other activities?
	

	
	Have all purchases been verified to ascertain that they are all local purchases from dealers in Maharashtra with the invoices, books of accounts and financial statements?
	

	
	Has it been ensured that there are no purchases from outside the State?
	

	
	Has it been ensured that the dealer does not come under the definition of a manufacturer or importer?
	

	
	Has it been ensured that the dealer is not a liquor dealer?
	

	
	Has it been ensured that no tax or composition has been collected from customers?
	

	
	Has it been ensured that no set off has been claimed?
	

	
	Has it been ensured that the dealer has not issued tax invoice?
	

	3.
	Has the correctness of the amount of set off claimed been verified as per the notifications issued in this behalf?
	

	4.1
	Has the sales been reconciled with the books of accounts?
	

	
	Have the sales been bifurcated between 1-4-2005 to 31-5-2005 and 1-6-2005 to 30-9-2005 for the first half year?
	

	
	Have the sales been bifurcated into taxable and non taxable sales?
	

	4.2
	Has the rate of tax applicable been verified?
	

	4.3
	Is the figure equal to 4.1*4.2 of this section?
	

	
	Has the calculation been verified with the returns and the challans?
	

	Section O
	Details of purchases on Form `C' in contravention of the CST Act, 1956
	

	
	MVAT Act 2002 sections applicable

· Section 2(33) - Turnover of sales

CST Act 1956 sections applicable

· Section 2(g) - Sale 

· Section 2(h) - Sale price

· Section 2(j) - Turnover 

· Section 4 - Sale outside the state

· Section 5 - Sale in course of import/export

· Section 6 - Liability to tax in case of inter state Sales

· Section 8A - Determination of turnover

CST Rules 1957

· Rule 5 - Submission of returns

· Rule 12 - Declaration and certificate

Documentation

· Working papers or sample copy of documents showing verification of turnover of sales on the basis of CST returns with books of accounts 

· Working papers or sample copy of documents showing verification of sales register with books of accounts 

· Audit working papers showing verification of stock

· Audit working papers showing verification of exports, deemed exports etc.

· List of non taxable charges from turnover of sales under CST Act 1956

· List of Form C and sample of forms verified

· List of goods sold and description of goods under CST Act 1956

· Audit working papers showing verification of exports, deemed exports etc.
	

	1.
	Does the figure tally with amount calculated in Section G (1)?
	

	2.
	Does the figure tally as per the returns under the MVAT Act 2002 and books of accounts?
	

	
	Has section 4 of the CST Act 1956 been referred to? 
	

	
	Has the debit note and credit note registers been verified?
	

	3.
	Does this figure equal 1-2?
	

	
	Has the figure been verified with the CST returns and books of accounts?
	

	4.
	Has the method followed for valuation of branch transfer been verified?
	

	
	Has the amount been verified with the books of accounts?
	

	
	Have the branches within and outside Maharashtra been confirmed?
	

	5.
	Is the figure equal to 3 – 4 of this section?
	

	
	Has the turnover of sales and sales tax payable verified with the books of accounts and returns?
	

	6.
	Have the details of deductions claimed been obtained and relevant sections and rules of the CST Act 1956 referred to?
	

	
	Have the sales and tax amount been bifurcated on the basis of rate of tax applicable?
	

	6.1
	Is the figure equal to the total sales tax payable?
	

	
	Has the tax amount been charged separately or computed as per Section 8A of the CST Act 1956?
	

	
	Has the figure been verified from the books of accounts and returns?
	

	6.2
	Has the description of charges claimed as non taxable been obtained?
	

	
	Has section 2(h) of the CST Act 1956 been referred to?
	

	
	Are the deductions admissible as per the definition of sale price?
	

	
	Has the deduction been verified with invoices, books of accounts and returns?
	

	6.3
	Have the sales concluded outside the State been calculated as per Section 4 of the CST Act 1956?
	

	
	Have the sales been verified with the returns, books of accounts and returns?
	

	6.4
	Has section 5(2) been referred to?
	

	
	Have the operating procedure and documentation in respect of high seas sales been as per the provisions of the CST Act 1956 and has the same been reported?
	

	
	Have the sales been verified with the books of accounts, financial statements and other documents maintained for high seas sales? 
	

	6.5
	Has section 5(2) of the CST Act 1956 been referred to?
	

	
	Have the operating procedure and documentation in respect of sales occasioning import been as per the provisions of the CST Act 1956 and has the same been reported
	

	
	Have the sales been verified with the books of accounts, financial statements and other documents maintained for such sales? 
	

	6.6
	Has section 5(1) of the CST Act 1956 been referred to?
	

	
	Have the operating procedure and documentation in respect of direct exports by dealer been as per the provisions of the CST Act 1956 and has the same been reported?
	

	
	Have the export been verified with the books of accounts, financial statements and other documents maintained for such exports? 
	

	6.7
	Has section 5(3) of the CST Act 1956 been referred to?
	

	
	Have the operating procedure and documentation in respect of exports by dealer been as per the provisions of the CST Act 1956 and has the same been reported?
	

	
	Have the export been verified with the books of accounts, financial statements and other documents maintained for such exports? 
	

	
	Has the Form H been verified?
	

	6.8
	Has section 6(2) of the CST Act 1956 been referred to?
	

	
	Have the operating procedure and documentation in respect of sale in transit by dealer been as per the provisions of the CST Act 1956 and has the same been reported?
	

	
	Have the export been verified with the books of accounts, financial statements and other documents maintained for such sale?
	

	
	Has the forms C, D, E-I or E-II been verified?
	

	6.9
	Are the class of goods eligible for exemption as mentioned in the eligibility certificate been verified?
	

	
	Are the sales supported by Form C or D?
	

	
	Have the sales been verified with the returns, invoices and books of accounts?
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	Is the figure equal to 5-6?
	

	
	Has the description of goods sold been verified as per schedule entry number and classified according to the rate of tax applicable and whether they are sales with or without form?
	

	
	Have the sales been verified with the returns, invoices and books of accounts?
	

	
	Have the C forms been received?
	

	
	Has the total CST payable been calculated and verified with the returns and books of accounts?
	

	Section P
	Details of purchases on Form `C' in contravention of the CST Act, 1956
	

	
	CST Act 1956 sections applicable

· Section 8 - Rates of tax on sales

CST Rules 1957 rules applicable

· Rule 12 - Declaration and certificate

Documentation

· List of Form C and sample of forms verified

· List of goods eligible for Form C

· Working papers of verification of contravention of purchase on Form C
	

	
	If goods are purchased from other States which are not mentioned in CST Registration Certificate, then the CST Registration Certificate needs to be amended with retrospective effect. Appropriate request may be made to the registering authority.
	

	1. to 5
	Are the class of goods eligible for purchase against Form C as per the provisions of Section 8(3) of the CST Act 1956 and Rule 13 of CST Rules 1957?
	

	
	Have all purchases against Form C from the dealer been verified?
	

	
	Has the registration certificate been verified to ascertain the goods in which the dealer deals?
	

	
	Have the purchases made been utilised for the intended purpose?
	

	
	Have the purchase invoices been verified for the description of goods to ascertain any goods not included in the registration certificate?
	

	
	Have the contravention been reported with

· name and address of the seller

· Bill/invoice number and date

· Taxable purchase price

· Description of goods supplied

· Nature of contravention
	

	Section Q
	Details of purchases of Rs. 10,000/- or more, from dealers / persons not registered under the MVAT Act, 2002
	

	
	MVAT Act 2002 sections applicable

· Section 2(8) - Dealer

· Section 2(32) - Turnover of purchases

Documentation

· Sample copies of invoice verified

· Working papers of verification of purchases of Rs. 10,000/- or more, from unregistered dealers / persons


	

	1 to 6
	Has a duly certified list of purchases exceeding Rs 10000 from unregistered dealers / persons been obtained from the dealer?
	

	
	Has the list been verified from the invoices?
	

	
	Has the fixed asset register, purchase register, debit and credit note register, journal register, trading and profit and loss account, documents relating to works contract been verified for purchases of such nature?
	

	
	Has a list of dealers/persons been obtained and unregistered dealers/persons identified?
	

	
	Have the purchases been bifurcated dealer/person wise?
	

	
	Have the sales been reported with

· Name and address of the seller

· Bill/invoice no. and date

· Amount

· Description of goods supplied/works contract

· Purchase order/contract no. and date

· Amount of tax deducted, if any
	

	Section R
	Details of tax deducted at source
	

	
	MVAT Act 2002 sections applicable

· Section 31 - Deduction of tax at source


MVAT Rules 2005 rules applicable

· Rule 40 - Deduction of tax at source

Documentation

· Working papers of tax deducted at source and transactions on which TDS not deducted by dealer 

· Sample copies of Form 407 verified
	

	
	Have the section 31 of MVAT Act 2002 and Rule 40 of the MVAT Rules 2005 been referred to?
	

	
	Have the notification 123 dt. 1-4-2005 and notification dated 29-8-2005 been referred to?
	

	
	Are there any works contract of the value Rs. Five lakhs or more?
	

	
	Is there any delayed payment of tax?
	

	
	Has interest been calculated on the delayed payment?
	

	1.
	Has the Form 210 been obtained with a monthly statement of TDS? 
	

	
	Have the details of tax deducted been mentioned on a monthly basis with

· Amount of tax deducted

· Amount of tax paid

· Challan number

· Date
	

	2.
	Has the Tax deduction Account number and date been obtained from the Tax deduction number issued by the sales tax department?
	

	
	Have the challans been verified to compute the delay in payment of tax deducted at source?
	

	
	Have the duly certified copies of TDS certificates issued been obtained and verified?
	

	
	Has the deviation observed in the certificate been mentioned in the report?
	

	
	Has the dealer maintained a register for tax deducted at source in Form 404 and a statement of tax deducted at source in Form 403?
	

	
	Have such register and statement copies been obtained from the dealer?
	

	
	Has the deviation observed in maintenance of the records been mentioned in the report?
	

	
	Has the statement and returns been filed with the sales tax authorities?
	

	
	Has the Tax Deduction Account number been mentioned in all documents pertaining to tax deducted at source?
	

	
	Are there any transactions liable to tax deduction at source where the tax has not been deducted?
	

	
	Are such transaction reported? 
	

	Section S
	Details of sales not supported by sales tax declaration forms
	

	
	CST Act 1956 sections applicable

· Section 8 - Rates of tax on sales


· Section 12 - Declaration and certificate

CST Rules 1957 rules applicable

· Rule 12 - Declaration and certificate

Documentation

· Working papers of verification of sales not supported by sales tax declaration forms

· List and details of goods eligible for issuing forms under CST transactions
	

	
	This Section should be restricted to details under the CST Act, 1956 only.
	

	
	Has a statement of sales not supported by sales tax declaration forms been received from the dealer and verified?
	

	
	Has Rule 12 of the CST Rules 1957 been referred to?
	

	
	Have all forms been verified with the sales register?
	

	1.
	Has the invoice number and date of such sales been mentioned?
	

	2.
	Has the amount of sales against which forms have not been received been mentioned?
	

	3.
	Has the Form No. been mentioned against which sales have been made?
	

	4.
	Has the list of goods sold been obtained from the dealer with description and schedule entry number and verified and mentioned? 
	

	5.
	Has the differential tax liability been calculated separately for MVAT Act 2002 and CST Act 1956?
	

	
	Have the debit or credit notes issued or received been verified?
	

	Section T
	Section T : Consignment / Branch Transfers not supported by Form F
	

	
	CST Act 1956 sections applicable

· Section 6A - Branch transfer

CST Rules 1957 rules applicable

· Rule 12 - Declaration and certificate

Documentation

· List of branches, agents etc

· List of documents generated for branch transfer by dealer

· Audit working paper for verification of branch transfer not supported by Form F
	

	1 to 3
	Has a statement on branch transfers not supported by Form F been obtained from the dealer and verified with the Form register and stock register?
	

	
	Mention such transfers with

· Branch transfer document reference

· Date

· Value
	

	Section U
	Stock account of declarations collected and utilised during the period of review
	

	
	CST Act 1956 sections applicable



· Section 8 - Rates of tax on sales


· Section 12 - Declaration and certificate

CST Rules 1957

· Rule 12 - Declaration and certificate 

Documentation

· Statement showing list of forms utilised, collected and in balance at the beginning and current year of audit

· Evidence of verification of forms register
	

	1 to 4
	Have copies of all forms been obtained

· Form C

· Form E-I

· Form E-II

· Form F

· Form H
	

	
	Have the Forms been verified?
	

	
	Has the following been reported for each type of Form

· Opening stock as on 1-4-2005

· Collected during the year

· Utilised during the year

· Closing balance
	

	Section V
	Other observations, if any, not specifically covered herein before
	

	
	· Observations, if any along with the effect on tax liability

· Copies of correspondence with sales tax department 

· Management representation for each observation
	

	
	Is there any observation not specifically covered in the audit report that may materially effect the tax liability of the dealer?
	

	
	Has such observation been reported?
	


Chapter 11

Audit Report Provisions as per 

Other States’ VAT Acts

11.1 Status Of VAT Legislation In Different States & Union Territories

State



Act
    
Rules
 
   
   Remarks

Andhra Pradesh 

(

   (


Revised in 2005

Arunachal Pradesh    

(
                (


Revised in 2005

Assam    


(

   (


Revised in 2005

Bihar  



(

    (


Revised in 2005

Chhattisgarh    

(

    (


VAT implemented 









from 01/04/2006 

Daman & Diu  

(

    (


Revised in 2005

Dadra & Nagar Haveli      
(

    (


Revised in 2005

Delhi  



(

    (


Revised in 2005

Goa  



(

     (


Revised in 2005

Gujarat    


(

     (


VAT Amendment Bill 









2006 yet to be ratified

Haryana 


(

      (


VAT implemented 









from 01/04/2003

Himachal Pradesh     

(

      (


Revised in 2005 

Jammu & Kashmir    

(

      (


Revised in 2005 

Jharkhand       


(

      (


Revised in 2005

Karnataka


(

      (


Revised in 2005

Kerala 



(

      (


Revised in 2005

Madhya Pradesh  

(

      (


Revised in 2005

Maharashtra  


(

      (


Revised in 2005

Manipur      


(

      (


Implemented

Meghayala      


(

      (


Revised in 2005

Mizoram         


(                    
      (


Implemented

Nagaland         

(                    
      (


Implemented

Orissa  


(

      (


Revised in 2005 

Pondicherry      

(




Not yet implemented 

Punjab



(

     (


Revised in 2005

Rajasthan  


(

     (


Revised in 2004

Sikkim    


(

     (


Implemented

Tamil Nadu      

(




Not yet implemented 

Tripura



(

     (


Revised in 2005

Uttar Pradesh      

(




Not yet implemented

Uttaranchal    


(

    (


Revised in 2004

West Bengal 


(

    (


Revised in 2005

All States and Union Territories except Tamil Nadu, Uttar Pradesh and Pondichery have implemented state-level VAT.  Tamil Nadu intends to implement VAT from January 2007. Pondichery is expected to decide on the issue soon.  While Uttar Pradesh, intends to decide on implementing VAT only after its assembly elections early next year.

11.2 Value Added Tax Websites Of Indian States And Union Territories

	S. No.
	Name of the State/ Union Territory
	Website Address

	1.
	Andhra Pradesh
	www.apcommercialtaxes.gov.in


	2.
	Arunachal Pradesh
	www.arunachalpradesh.nic.in


	3.
	Assam
	www.assam.gov.in


	4.
	Bihar
	http://comtax.bih.nic.in
 

	5.
	Chhattisgarh
	http://www.chhattisgarh.gov.in
 http://www.cg.gov.in


	6.
	Delhi 
	www.delhisalestax.com


	7.
	Goa
	www.goasalestax.com


	8.
	Gujarat
	http://www.commercialtax.gujarat.gov.in


	9.
	Haryana
	www.haryanatax.com


	10.
	Himachal Pradesh
	www.hptax.nic.in


	11.
	Jammu and Kashmir
	www.jammukashmir.nic.in


	12.
	Jharkhand
	www.jharkhandcomtax.nic.in


	13.
	Karnataka
	 http://ctax.kar.nic.in
 

	14.
	Kerala
	www.keralataxes.org


	15.
	Madya Pradesh
	www.mptax.net


	16.
	Maharashtra
	www.vat.maharashtra.gov.in


	17.
	Manipur
	www.manipurtaxation.nic.in


	18.
	Meghalaya
	http://megvat.nic.in


	19.
	Mizoram
	www.mizoram.nic.in


	20.
	Nagaland
	www.nagaland.nic.in


	21.
	Orissa
	www.ori.nic.in/salestax


	22.
	Punjab
	www.pextax.com


	23.
	Rajasthan
	www.rajtax.net


	24.
	Sikkim
	 www.sikkim.gov.in


	25.
	Tamil Nadu
	www.tnsalestax.com


	26.
	Tripura
	 www.tripura.nic.in


	27.
	Uttaranchal
	http://gov.ua.nic.in/tradetax

 

	28.
	Uttar Pradesh
	http://tradetax.up.nic.in


	29.
	West Bengal
	 www.wbcomtax.nic.in

	
	Union Territories
	

	30.
	Andaman and Nicobar Islands
	www.and.nic.in


	31.
	Chandigarh
	http://sampark.chd.nic.in/pls/esampark_web/home



	32.
	Dadar and Nagar Haveli
	www.dnh.nic.in


	33.
	Daman and Diu
	www.daman.nic.in


	34.
	Lakshadeep
	www.lakshadweep.nic.in


	35.
	Pondicherry
	 http://pondicherry.nic.in
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