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13.06.2014

To
The Commissioner Commercial Taxes

Jaipur

Sub:
Suggestions for modification in RVAT Act, Rules and Automation system for smooth functioning of day to day working
Dear Sir,

There are various small problems which needs your consideration which would save the time, cost and energy of the department as well as of the honest tax payers and it will motivate the honest tax payers to cooperate the department and pay taxes in time. The problems and suggestions are discussed below:
1. Input Tax Credit – ITC is being rejected mere on the basis of mismatch with vat-08 without conducting any enquiry or verification in real terms. Rejection of ITC is amounting to double taxation and creating undue hardship to the genuine and honest dealers. No ITC should be rejected unless the Vat Invoice is proved to be fake and false.
Suggestions: 

a) Sellers should be allowed to file the revised vat-08 at any time, whenever the mistakes comes to his notice, without any change in the figures of sales furnished by him in VAT-10. It would not affect the assessment of the selling dealer as it will not allow him to change his sales figure and it would also not lead to any manipulation on the part of the purchaser as he would also not get the opportunity to revise his vat-07 after his annual return and he would be entitled to claim ITC only in respect of those vat invoice which he would have already claimed in his return.

b) If there is a doubt, the AO of the purchasing dealer should use the powers given in section 92 and should investigate the claim with the books of the seller and of the purchaser either himself or through issuing commission to the other AO’s.

c)  In case where vat invoice is in cash and it does not have the name and TIN number of the purchasing dealer, its credit must be given to the person holding such invoice and who has accounted for such invoice in his books of accounts. In such cases a fine equal to some percentage of ITC claimed in respect of such invoices may be imposed to reduce such tendency and it will also motivate the dealers to mention complete particulars on the vat Invoice.
d) When the goods are purchased at the month end and delivery is received in the beginning of next month and the same is accounted for in the next month resulting into mismatch, as the seller shows the said bill in previous month and the purchaser shows the said bill in next month and the ITC  is disallowed. Since the claim is within time limit of 3 month its credit must be allowed. 

e) To secure the interest of revenue an indemnity bond may be taken from the purchaser to indemnify the government if he is found to be guilty of any fraud in taking the input tax credit. 
f) Put a list on the departmental website of the dealers who are indulged in doing fake transactions  and hard action should be taken against such dealers.

2. Exemption Certificate to Contractors: In case a contractor has obtained Exemption Certificate against a work order and after words if he receives additional payment on account of additional work in excess of the value of that work order, then he is obliged to obtain separate EC of such extended work. It has made the things more complicated and cumbersome for contractors who are going towards exemption scheme as against the normal vat system. The object of the EC system is to simplify the assessment process for those contractors who do not have proper accounting, who do not have proper vouching and who do not want headache of quarterly returns. Therefore only those contractors who do not want any headache regarding filing of returns as well as regarding assessment procedures go for EC scheme which intends to keep them headache free but obtaining of separate EC for additional work or extra payment will put them into difficulty which they do not want. If separate EC is not obtained the  assessment will also be made partly under normal vat system and partly under EC Scheme which will be most disadvantageous situation for them.
Suggestion: 

a) When additional payment is received against a work order covered by EC then the requirement of obtaining separate EC should be dispensed.  When a work order is covered by EC then the entire payment whatever it may be received under that work order should be treated as covered by that EC according to the object and spirit of the EC Scheme. It will reduce the unnecessary complication and will also reduce the time cost and energy of the dealer as well as of the department.
b) When more than one work is awarded under a single work order specifying separate value for each work then separate EC rate should be applied as per the nature of work and EC should be issued accordingly. 
3. Late Fee of Return: The late fee prescribed for delay in filing of return should be rationalised and should be commensurate with the size and paying capacity of the dealer. 
a) For monthly tax payers: the maximum late fee should be restricted to 30% of net tax payable or 25000/- whichever is lower for a quarter. The minimum late fees of Rs. 100/- per day is also highly excessive and it should be reduced to Rs.50/- per day. 
b) Other than monthly tax payer: the maximum late fee should be restricted to 30% of net tax payable or Rs. 5000/- whichever is lower for a quarter. Minimum Per day late fee should also be reduced to Rs. 25/- per day.
4. Uniformity in filing of return for all dealers: 
a) The date for filing of quarterly returns for all dealers should be same.

b) The date for filing of return should not be extended light heartedly. It may be extended only in case if there is any technical problem on the departmental website or internet connectivity which hurdles the  filing of return or in case of natural calamities. 

c) Unnecessary extension of time only motivates the dealers to delay the returns.

5. Copy of Orders:

a) Whenever the department makes any changes in the figures declared in the return either in purchases, sales, input or output tax, copy of order must be sent to the dealer whether assessment is made under self or deemed scheme or under regular scrutiny.
b) The copy of orders should be provided either by post to the dealer or to the authorised representative on his request or on the email on which notice is served 
6. Service of Notice:  Many times notices are sent only on the email . In mostly case the dealers do not have their own emails and the emails generally belongs to either accountant or to the tax consultant which may change for any reason. In that case if the notice is sent only on such email, the notice will not reach to the assessee and he would be prevented by the opportunity to file his reply or appear before the AO in time and it may lead to an ex-party assessment.
Suggestion: my suggestion is that the Notice should be served on the business place of the dealer only.

7. Disposal of Rectification Application/ grievances : At least two days in a month should be fixed for listening and disposal of grievances. Online mechanism should be developed for lodging grievances and that should be monitored on regular basis.
8. Online filing of Rectification and Refund Applications: A mechanism should be developed for online filing of rectification and refund applications and those applications should be monitored by higher authorities.  

9. Payment of Taxes: There are large number of small dealer who do not have computers and internet connection and nor they have knowledge to operate the same and therefore the generation of challan from e-grass system is very difficult task for them and it compels them to move around here and there for challan. Therefore challan upto Rs. 10000/- should be allowed to be deposited under the old system.
10. Changes /amendment in Registration details: Certain changes like changes in bank account, opening of new branch (additional POB), closure of additional POB, addition & deletion in commodities, etc. may be permitted to be done by the registered dealers themselves online.
11. Appeal Effect: Appeal effect of the order of DC (Appeal) should be given within a reasonable time in the same manner in which appeal effect is given in Income Tax. It should not be allowed to withhold till the disposal of appeal in Tax Board. If any relief has been given to the dealer by DC (Appeal) the relief should not be deferred in the guise of second appeal. If the relief is not given or deferred till the disposal of second appeal then all the exercise will be a futile exercise and filing of appeal to DC(Appeal) will have no meaning at all.  To establish the justice the AO’s should be directed to give appeal effect of the order of DC Appeal within a week or fifteen days or in a month.
I hope your honour will definitely consider these points in the coming budget or earlier.

With best regards.

Yours sincerely

CA Pawan Kumar Kedia

Jhunjhunu

