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ﬁ i As per Report of the Comptrolier and Auditor General of india on Social Sector {Non-PSU) for
- et the year ended 315 March 2012 G.N.C.T.D Report No.2 of the year 2013 Chapter -2- Performance
: Audit in r/o Para no. {d)-irregular payment of Rs.17.85 crore on account of Service Tax and VAT & Para
No.(j}-Inadmissibie payment of Rs.1.39 crore on account of VAT was made, copies of relevant portions

of the report finformations are enclosed for compliance by all DDOs with immediate effect.

Essence of the Audit paras are re-produced below:-

1. As per Para No.(d} - “According to Clauses 37 and 38(1) of the General Conditions of
Contract {(GCGC), all tendered rates shall be inclusive of all taxes and levies (except
service tax) payable under respective statutes. In respect of service tax, the same shall
be paid by the contractor fo the department concerned on demand and it will be
reimbursed to him by the Engineer-in-Charge after satisfying that it has been actually
and genuinely paid by the contractor”.

2. As per Para No.(j) -“According to the VAT Act, VAT on renting of machinery is applicable
in case of transfer of right to use, However, in this case, the contractor had provided the
services of machine along with its operation and maintenance and therefore, there was
no ‘transfer of right to use’. Audit observed that while preferring bills, the contractor
claimed VAT @ 12.5 percent along with his claims, Machinery/equipment transferred
along with the operator should be treated as transfer of goods without transferring right
of possession and effective control and hence, levy of VAT was not applicable. However,
the DJB paid Rs. 1.39 crore to the contractors during 2007-12 on hiring of jetting cum
suction sewer cleaning machines, which was inadmissible and thus, recoverable from.
the contractors”. :
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Enc! - As above.
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According to Clausss 37 -and 38 (1) of the Generel Condiions of C
{GCC), =l tendered rates shali pe inclusive of ail 1exes and ievies {excep:
service 1ox) pavable undes respeciive states. In respect of service 1av, 1he
same shall be paid by the contractor to the department concered on demand
2nd 1t will be reimbursed to him by the Engineer-in:Charge 2fier satisfying
that &t has been actually and genovinely paid by the comtracior. Scrmimy of the
records revealed that the DIB did noi include the above clauses of geners!
conditions of contract in the agreemen.

The DJB paid service.tax 10 the tune of < 4:12 crore to various contractors
during the pericd 2007-12 through ranning bills. Payment of service 1ax

. - Withou! epsuring that the same- has acmaily been paid by the contracter te the
department concemed was imegular, :

Another condition for payment of VAT ‘was accepted by the D_IB whgle
~awarding the works. Audit is of the view that the VAT was giso 10 be
reimbursed. 1o the contractors in the manner in which service lax s 10 be
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_Teimbursed 2s..the contractors collected this .amount, as custodian of
government mopey. The DJB paic VAT (o contractors to the tune of T 13.73
o CToReduring 2007-12. . - L :

ST A ds ety

resulted in absence of a mechanist! for Verification of payment of service fax

it NG VATgmmmtmgto? 17.85 crore by-the vontractors to-the drpartment.
oD, ; stafd’IMa}cﬁ .2(_)13)”,tf‘|a'f ‘there Weac nbummons earlier that the
EPYits ax Wl be'reimbnrsid otly S0t eiosl. As per.VAT provisions
S ,;gpsD Bm;%zgﬁhe &lg%-NAI)ﬁom‘ﬂ:ebﬂls of contractor, The. reply
ook psmotacoepiablesas, clause 37 and 38 -0f the GEC elearly state that sepvict

- ageyies, Do

- This;*noh-mchision of relevant clauses 6f GCC in. the con‘i_rar;r agreements,

Ontactor s paysment would inchade-all taxes
pooepted thé condition of payment of VAT .
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G dnsdriissiile pavmient of €159 creve on aceoini of Ur
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Thewiorleof providing 30 vehicle meunied _ic-trinng“
(Annexure-2.3) Jnchiding " 7e op
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awarded 10 M/S City Line Travels Pyr. Lid. in April 2006 for & period of five
years at a cost or X 5.76 crore (at the rate of T 320 per day per'mackine). Ag
Per terms and conditions of the egreemen:, the T2tes inziuded all 1axes as
appliczble 1o government/semi-govercmem departmer tli the deployment of
machines in Delhj, EXCEpT government levies/taxes -on hiring of these

machines which were to be paid extra.

According to the VAT Act, VAT on renting of machinery is applicatle in case
of transfer of right to yse. However, i this case, the contractor ha¢ provided
the services of machine along with its operation and maintenance and
therefore, there was no ‘transfer of right to use’, Andit vbserved that while
preferring bilis, the contractor claimed VAT @ 12.5 per cent along with his
claims. Mach.incry/equipmem transferred alony with the operator should be
treated as transfer of Boods without transferring right of possession and
effective comtrol ‘and hence, levy of VAT was not applicable. However, the
DJB paid ¥ 1.39 crore to the contractors during 2007-12 on hiring of jetting
cum suction sewer cleaning mackines, which was inadmissible and thus,
Tecovereble-from the contractors.

' The DJB stated (March 2013) thar the VAT was paid considering the transfer

of right to use and the overall contro! of the machine remained with i, The
Teply was not acoeptable as in this case the DIB conld use the machine oniy
aght hours in & day amd six Uays m a week  The right to use was
icable only t#F DIB hag ired the machine for full period pf agreerment.




