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Allegations of the Informant , Shri M.R. Mohanty, Additional Commissioner,
- Office of Commissioner of Central Excise, Ahmedabad

1. The Informant has alleged that the Respondent had prepared Balance Sheet of M/s
Neesa Leisures Ltd. (hereinafter referred to as the “Company”) for the financial period
ending on 30™ September 2012 and had issued a certificate dated 4™ May, 2013 (A-8)
“which was alleged to be issued for the purpose of evasion of service tax of more than
'Rs.10 Lakhs. As per the Informant, Note 22 (C-22) of the financials for the period
ending 30" September 2012 shows an income of Rs. 4.57 crores under the head

| ‘Lease and Rent Income”, however there was short payment of service tax.-on the
revenue income to the extent of Rs. 1.08 crores under the taxable service namely
“Rentlng of immovable property”. it was further mentioned by the Informant that the
Respondent in his statement recorded under Sectlon 14 of the Central Excise Act
1944 on 24™ May, 2013:(A-5 to A-7) before the Superintendent of Central Excise,
Ahmedabad-lIl had admitted that the said certificate was issued without verifying any
documents. '

Proceedings:

2. At the time of hearing on 20" November, 2018, the Respondent was present in
person along with his authorized Counsel to appear before the Committee. The
Respondent was put on oath. Thereafter, the Cornmlttee asked the Respondent
whether he wished the charges to be read out or these cou|d be taken as read. The
Respondent stated before the Commiittee that he was aware of the allegations raised
against him and the same may be taken as read. On being asked, as to whether he
pleaded gui'lty, he replied that he did not plead guilty and would opt-to defend his case.

4., The Coqnsel”tor Respondent made_his submissions in the matter before the
Committee. The Respondent wa's exami'ned by the Committee on the submissions
made by him. The Counse! for Respondent thereafter made his final submissions in
- the mattet.'Based on the documents available on record and. after considering the oral
and written submissions made by the Respondent before it, the Committee concluded
the hearing in the matter. | : A
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Findings of the Committee :

5. The Committee perused ¢ ' papers on record along with the documents/submissions

- received from the Respondent vide his letter dated 30" April 2018 whereby he had
submitted month-wise summary of Laundry Income of Neemrana unit and his
response_ explaining the status of .‘Lea'se_ & Rental Income’ under the parameters of
materialtty ooncept. The COmmittee noted that the charge against the Respondent was
.thét the company had not deposjted service tax on the entire revenue earned by it
dUring the ﬂnanciél_ period ended 31st September, 2012 based on the certificate dated
'04th May, 2013 (A-8) prepared by the Respondent. It was noted that while under ‘Note
22: Oth_er’_ Income’ shows Lease & Rental Income of Rs. 4.57 crores (C-22) the
certificate stated that it compﬁses of rental income of Rs. 3.49 crores (A-8) and sales
of Rs.. 1.08 crores (A-8) It was noted" that due to sales not being subject to Service
Tax, the d|fference had arlsen ' ) K

6. It was further noted that the Respondent had submitted, in his defence, that while
grouping “other income” under the head “Lease and Rental Income”, miscellaneous
sales of insignificant nature were inoluded under the said head by mistake and such
income from miscellaneous sales was neither in the nature of rental income nor
subject to'se_'r_vice tax. As perr the Respondent, certificate dated 04™ May, 2013 (A-8)
was issued oniy to rectify his inadvettent mistake relating to grouping of income. The
Respondent further submitted that ‘when original audit was conducted, bills were

verified by applying appropriate auditing techniques.

7. The Committee noted in this context that there was no dispute regarding
classification of incotfi& undér the head revenue from koperations, sales of services
under Note ‘2'1 g?;ﬁﬂ Jtalso ,noteq‘_tgét the total income shown as “Lease and Rental
itutes 2.6% of the total revenue of Rs. 189 crores (C-
Gl

21) and théth%éf;ﬁégy‘egt;. htbqf’rgr_,gqrﬂbf it by the Respondent was clerical in nature
wh|ch couId not be consldered ‘to have caused any loss to the exchequer It was

Income of Rs. 4. 97 g

further noted that incorrect grouplng of an insignificant amount of income Rs 1.08
~_Crores remalned unnoticed by the Respondent at the tlme of conductlng audit by way

‘ 3*3:-of samplmg technlque Subsequently the Respondent had acknowledged the same by
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way of issuing a certlﬁcate (A-8) to depict the effect of such incorrect grouping. 1t was

also noted that the Respondent had produced monthly summary of ledgers of income

falling within Sales(others) of the concerned unit, which was taken into consideration

by him at the time of issue of the said certificate. Thus, it was observed by the

Committee that this was not a case of gross negligenée on the part of the Respondenf.

~ Accordingly, the Committee is of the considered opinion that the Respondent is not

| guilty of professmnal misconduct falllng within the meaning of Clauses (2) and (7) of
- Part | of the Second Schedule to the Chartered Accountants Act, 1949.

Conclusion :

8. Thus, in conclusion, in the opinion of the Committee, the Respondent is NOT
GUILTY of Professional Misconduct falling within the mea_ning of JCanuses (2) and (7)
of Part | of the Second Schedule to the Chartered Accountants Act,‘?‘-1 949.

9. The Committee accordingly passes Order for closure of this case against the
Respondent. | |
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