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. DAP NO. 18D FOR AUDIT REPORT 2014-15 (CENTRAL EXCISE)

Non reversal of cenvat credit on provision made for obsolete stock

Rule 3(5B) of Cenvat Credit Rules, 2004 stipulates that, if the value of any input or
capital goods before being put to use, on which cenvat credit has been taken is written off fully
or where any provision to write off fully has been made in the books of account then the
manufacturer shall pay an amount equivalent to the cenvat credit taken in respect of the said
input or capital goods. Interest on belated payment of ineligible cenvat credit, if any, is payable

as per Rule 14 read with Section 11AB/11 AA of the Central Excise Act, 1944,

M/s. Ashley Alteams India Ltd., under Pondicherry Commissionerate engaged in
manufacturer of components, parts and accessories of motor vehicles falling under chapters 84,
85 and 87 of tH'*e Central "Excise Tariff Act, 1985. made ‘provision’ of ¥ 1.56 crore and
X 1.45 crore for ‘obsolete stock' during the years ended March 2010 and 2011 respectively.
However the assessee did not reverse the corresponding cenvat credit of ¥31.10 lakh as
verified from the returns filed. The ineligible credit was required be reversed alongwith
interest.

Internal Audit of the assessee was conducted by the department in June 2011 but it did
not detect the irregtijarity.

When we pointed this out (March 2012), the department replied (February 2015) that
demand of duty of ¥17.03 lakh along with penalty of ¥ 8.52 lakh and interest of ¥ 2.70 lakh was
confirmed out of which ¥ 17.03 lakh was appropriated. The assessee preferred appeal in
CESTAT against the demand of interest of ¥2.70 lakh and penalty of ¥ 8.52 lakh, the outcome of
which was awaited (May 2015).
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2014-15 ON CENTRAL EXCISE RECEIPTS

Sub: Non reversal of cenvat credit on provision made for obsolete stock

Rule 3(5B) of Cenvat Credit Rules, 2004 stipulates that, if the value of any input or
capital goods before being put to use, on which cenvat credit has been taken is written off Tully
or where any provision to write off fully has been made in the books of account then the
manufacturer shall pay an amount equivalent to the cenvat credit taken in respect of the said
input or capital goods. Interest on belated payment of ineligible cenvat credit, if any, is payable
as per Rule 14 read with Section | IAB/11 AA of the Central Excise Act, 1944.

M/s. Ashley Alteams India Ltd., under Pondicherry Commissionerate is a manu facturer
of components, parts and accessories of motor vehicles falling under chapters 84, 85 and 87 ol
the Central Excise Tarifl Act, 1985. On a scrutiny of the Trading and Profit and Loss Account, it
was noticed that the assessee had made ‘provision’ of 7156.47 lakh and T145.49 lakh for
‘obsolete stock’ during the years ended March 2010 and 2011 respectively. However the
assessee did not reverse the corresponding cenvat credit as verified from the returns filed. The
ineligible credit has to be reversed alongwith interest paid. This aspect was not pointed out by
internal Audit conducted in May-June 201 1.

The objection was discussed with the Assistant Commissioner of Central Iixcise,
(February 2012) and communicated to the department (March 2012). The department (April
2014) replied that SCN was issued (March 2014) and demand of duty of ¥17.03 lakh was
confirmed (January 2015) in the Order passed by the Commissioner of Central lixcise,
Puducherry and that the demand was appropriated against the amount already reversed (April
2013 & June 2014). The assessee had also reversed #7.32 lakh (June 2014) for the further period

ended March 2013, However against the demand of interest of 72.70 lakh and the imposition of

penalty of ¥8.52 lakh in the Order, the assessee had preferred appeal, the outcome of which is
awaited (May 2015).

Approved on 12-06-2015

Director General of Audit (Central)
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l. | Name of the assessee | M/s. /\shl'ey Alteams India Ltd.,
2. | Commissionerate _ Pondicherry Commissionerate = -
3. | Division - Villupuram Division - )
3 | Range : Thiruvannam.lai Range -
4. | Reference B [ Para /1B vide letter NoPAG(C&RA)

4.

9.

[CERA/REP-NI/YT/11-0327/201 1-12/435
dated 12/3/2012

Letter C No. HI/10/03/2012- CERA dated
23/412014 of the Assistant Commissioner of
Central  Ixcise,  Villupuram  Division,
Puducherry Commissionerate.

This office letter No.DGA(CYCERA/Rep
H/VI/TT-03272011-12/110 dated 23/5/2014
Letter € No. [11/10/03/2012- CERA dated
6/6/2014 of the Assistant Commissioner of
Central - Tixcise,  Villupuram — Division,
Puducherry Commissionerate.

This office letter No.DGA(CYCERA/Rep
H/VH/TL-0327/2011-12/17 1 dated 18/7/2014
This office letter No.DGA(C)/CERA/Rep
WVI/11-0327/2011-12/284 dated 9/10/2014
Letter C No. [11/10/03/2012- CERA CX dated
23722015 of the Assistant Commissioner ol
Central — Excise,  Villupuram  Division.
Puducherry Commissionerate.

SEVNO. CLE 08/2014-15 dated 27/3/2015
C.No.  IV/10/42472014-  CERA  daled
12/572015 of the Commissioner of Central

Excise, Puducherry Commissionerate,
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EMENT OF FACTS No. CE-8/2014-15 FOR VERIFICATION AND POSSIBLE

framiesy SION IN THE AUDIT REPORT OF THE COMPTROLLER AND AUDI'TOR

{ERAL OF INDIA FOR THE YEAR 2014-1S.

Sub: Non reversal of cenvat eredit on provision made for obsolete stock

Cenvat Credit Rules, 2004 vide Rule 3(5B) stipulates that, if the value of any, input,
or capital goods, on which CENVAT Credit has baen taken is written off fully or where any
provision to write off fully has been made in the books of account then the manufacturer shall
pay an amount equivalent to the CENVAT credit taken in respect of the said input or capital
poods, Interest on ineligible cenvat credit is recoverable as per section 14 of the said rules
read with Section 11AB/11 AA of the Central Excise Act, 1944

M/s. Ashley Alteams India Lid., falling under Thiruvannamalai Range, Villupuraw
Division, and Pondicherry Commissionerate is manufacturer of Cast Jight metal components,
machine components, parts and accessories of motor vehicles falling under chapter 84, 85
and 87 of the Central Excise Tariff Act, 1985. On verification of the trading and Profit and
Loss Account noticed that the assessee had made "Provision for obsolete stock' for a sum of'
Z156.47 and T145.49during the years ended March 2010 and 2011. Tt was however noticed
that the assesset did not reverse the corresponding cenvat credit for the provision made which
is recoverable along with interest. Internal Audit was conducted by the department in May
and June 2011, but this aspect was not pointed out by them.

The objection was discussed with the Assistant Commissioner of Central Excise,
Villupuram Division (6th February 2012) and communicated to the department in this office
Letter No.PAG(C&RA)/CERA/REP-II/VII/] 1-0327/2011-12/435 dated 12/3/2012.  The
department in its letter C No. 111/10/03/2012- CERA dated 23/4/2014 replied that SCN No.
172014 dated 31/3/2014 had been issucd by the Commissioner of Central FExcise,
puducherry. The departments in its further reply (February 2015) stated that the SCN was
adjudicated and demand of Z17.03has been confirmed besides penalty and interest. As seen
from the O-1-0 1/2015(C) dated 12/1/2015(Para 13), the assessec have reversed cenvat credit
of 14,98 lakh (in April 2013) accumulated upto the year 2010-11and 9.37 lakh (on
10/6/201 3)for further period of 2011-12 and 2012-13. The details on recovery of interest and
penalty confirmed in the O-1-O is awaited from the department (March 2015).

Sd/-
Deputy Director/CX



Calculation sheet

M/s. Ashley Alteams [ndia Ltd.,

Reversal made by the assessec

(Para 13 of 0-1-O No. 1/2015 dated 12/1/2015)

Provision for obsolete
stock
Rinlakh)
454y

1987
59.22

Upto 2010
2011-12

——

Total )

Amount
reversed

R in lakh)
| 1498

Senior Audit Officer/CERA DP
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04146229833 / 2H1730

OFFICE OF THE ASSISTANT COMMISSIONER OF CENTRAL EXCISE

VILLUPURAN DIVISION, No.9A, SOLAI NAGAR, SUDHAKAR NAGAR,
° VILLUPURAM - 605 GUL.
C.NoAlL/ 1040372012 - CERA DatO('l.',) ;L].(M.')‘OM
N '.':':_"_'_'lll’_':'_..:-' o

£ {
[o

The Director General of Audit (Cent al)

Central Excise Receipt Audit

Lekha Pariksha Bhavan

361, Anna Salai

Chennai - 600 018.

Sir,
Sub: LAR on M/s.Ashley Alteams India Limited - Reg

Ref: DGA(C)/CERA/ REP-I/VIF/A 1-0327/2011-2012 dated 12.03.2012

Kok kK

Please refer to the above mentioned reference on the above subject. The
following reply is furnished hereunder:

Para 1/11B:Non reversal of cenvat credit under Rule 3 sub rule 5(B)(i) & (ii) of Cenvat
Credit Rules, 2004

In this regard, it is submitted that Show Cause Notice No.17/2014© dated 31.03.2014
has been issued by Commissioner of Central Excise, Puducherry Commissionerate (Copy
enclosed) demanding Rs.47,85,284/- being equivalent Lo cepvat credit involved on the
obsolete stock written off in the books of accounts during the financial years 2009-10 to
2011-2012,

In view of the above, this para may please be considered for closure please.

Para 4/11B: In correct availm ent of service tax input credit on out door catering service

n this regard, it 1s submitted that Show Cauise Motice No.17/2014©0 dated 31.03.2014
has been issued by Commissioner of  Central Excise, Puducherry Commissionerate
demanding Rs.1,41,797/- being wrong credit availed on out door catering service.

In view of the above, this para may please be considered for closure please.
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OFFICE OF THE
VILLUPURAM r)!\‘ WION, MO,

Mo 10/03/20
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Date: 23.02 2015

ihe Director General of Audil (Contral)

[
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S Amna Saloi, Chennai 600018

se Receipt Audil,Lakha Parikaho Bhavan
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CERA -
Rel: DGA (C) ¢

INOLL-0327/2010-12 -0/5
IERAJRIEP- YAIVAN

Ashley Alteans In
L0327 /201 12012

- Re yJ:
23.05.2014.,

Pledse refor lo this office letter of even no. dated 06.06.2014 on the ahove subject,
ceoly m respact of P'“u LB, A/, 6708 and 7A18 s furnished hereuncler,

Farther

Commissioner,

Notee Moo 17000

Hhadicated vide Order-in- Original No. 01/2015 dated 13 01.2¢
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-‘l/IH_%‘ .|IT(-O-IH‘([ .1;;.1-|_||-1;E'n| of ;(_nvir:o
Lax input credit

l.-'n/I-I"F';‘ ./\._\/;Ji)nrnﬂ_-()_f- Cenva l"-..:.:.?di-lmt)l]
ineligible  documents (Herox
copy, Lxtra copy, Wissing
nvoice)

}'ﬁ!.l._l B 1\_/1-i5;;:_ l.l.l(‘_()lT);‘_(.'-l()l'}]_il"- :nllr_‘»;i lof

| n(rl [)I()(|l|l rlrl lm .m(‘ll

As show cause notice issued cove

S daleu

ik

Amount
iy,

(3,87,293

ring the ah

L a1,00,087

5,54 001

cfi sl oy caninissionsr has been

L5, The details o the orela 12500 ivolverd

_GiL':I-: of the Order
"ZZ;)“n_ﬁrmr:(J Rs.i 7 \)3 /H‘)/

Appropriated Rs.17,03 A8/
63/

Panally imposad . 8.5,

Mterest: Rs.2,69,751/
2009 l[) t() )()U iz

Penod

(”lf'(lll allowml

Recovery

o

confirmed and ks LB/ paid and

appropriated,

Interes R$.6,557/- paid and
approprialed,
b (*nally impose R 10,841 /-

“Detaits pm(hu od, Frocecdings

dr Oppnrl

ove paras has been adjudicaled by the

Puducherry, itis requestod that the paras may bhe considered for closure

Younrs ImU\mH/

(R CALAIMANY)

ASSISTANT CORMISSION

Focredit of h.)l() /
availed on - ineligible doctuments




