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2012 Central Budget

may be got delayed

The forthcoming state assembly election scheduled
for February & March months may influence the
timing of the central budget. Its presentation on Feb
26th as usual may not happen this year. Accordingly
the business plannings are also to be rescheduled.

FOOD INFLATION CATCHEN
COLD TO WARM UP ECONOMY

Food inflation
in India falls
below zero for
the first time
in six years,
down to 3.36%
from year ago
on increased
supplies of ~
fruits and
vegetables.

Circular No. 29/2011
Thiruvananthapuram Dtd. 07/12/2011
Sub: Guidelines for verification
of accounts and Assessment
data entry in KVATIS - Reg.

20m00ilnag andeam ailaiosaBsudas
@CIVINICWaHB 3920TMV)BIW] IR |S)ds.
GaNJ6NI: 0481-2567570




KSSIA KOTTAYAM UNIT
2012 CHINA INDUSTRIAL STUDY TOUR
APPLICATION FORM

Name of the Participant

Name of the Unit

Address of the Unit

Nature of Business

Contact Number : Mobile

: Landline

Do you have a valid passport : YES[ | NO[ ]

IfYES , Date of Expiry

Signature of the Applicant

Date

KSSIA Kottayam unit is Participating in this exhibition, Already 25 people have registered their names.
Only linited seats more available. Last date of registration 06-02-2012.




PRE BUDGET MEMORANDUM TO HON’BLE FINANCE
MINISTER OF KERALA SRI.K.M. MANI - 2011-12

Subject : KERALA VALUE ADDED TAX ACT 2003

Rates of Tax on certain products relevant to rubber sector in Kerala — Reduction without any sort
of Revenue loss to the exchequer

Requlests for amending rates and certain provisions to save Small Scale Industries in the State of
Kerala

1. RNR rate of 12.5% on Rubber Mats under KVAT Act -03

Rubber Mat is the major item of manufcture in our state using raw rubber. The current rate is
12.5% under revenue neutral as applies at all points of sale. Despite the input credit of 8.5%,available
this high rate of 12.5% is a major cause for accumulation of Workin% capital under tax aspect. This
high rate also promote evasion of tax because of higher advantage for evaders.

] A similar product Rubberised coir mat is classified under the 1% schedule entry 23(9) and exempted
rom tax.

Considering the downfall trend in the prices of Natural Rubber its industrial application has to
be promoted and one opportunity is to bring Rubber Mat under schedule 1 and exempt it from Vat
tax. Since there is major export market for Rubber Mat, there will not be much of revenue loss to
the Government by exempting it from vat tax or to list in the third schedule attracting 4% rate.

2. Tyre Flap RNR - 12.5%

Tyre flap is now a main item of manufacture by SSI units in Kerala. Major manufacturers like
Appollo, MRF are OEN suppliers and for them revenue neutral rates are advantageous but for SSI
units it is a huge burden.

1}111 Kerﬁla also Tractor tyre flap attracts only 4%. Any RNR attracted products cause tax evasion
in the trade.
The Government is requested to bring tyre flap into 3" schedule which attracts only 4% VAT.

3. Tax exemption to organic bio fertilizers and other products.

Your Government has already granted exemption to few organic products in the last budget by
bringing them to schedule 1. There are several such organic fungicides which are essentially used
by rubber growers and ofcourse by other small growers of different plants against phytophthora
diseases.

Ready to use Bordeaux paint and Bordeaux Mixture are two such organic fungicide widely used
by Rubber growers in Kerala as Bordeaux paint on stems and also as prophylactic spray.

We request you to schedule these items also to schedule 1 exempting from VAT tax so that the
small agri. Growers in Kerala will greatly be relieved from high agri input cost.

4. Plywood, RNR - 12.5%

Plywood is a major industrial product in Kerala manufactured out of rubber trees are now charged
12.5% vat under RNR rate. This high rate prevent number of manufacturers in this sector in
Kerala from expanding their production and market. They cannot compete outside state
manufacturers who are selling at CST 2%.

Veneer a similar product is now in Schedule 3. Plywood as well as veneer are industrial raw
materials, therefore eligible to be scheduled in 3 as per the Vat Act. We are of the opinion that this
measure will definitely increase the tax revenue from this industry as at the moment large scale
evasion is there because of the high rate. Corruption is also prevalent in the tax collection area of
plywood industry.

Both these items are used as raw material in construction industry, furniture industry etc., Vat



really provide protection to industrial raw materials putting 4% as vat rate. It is also alleged that
there is large scale evasion going on in plywood industry and the major reason is this high rate of
12.5% CST is only 2% and this also causes for interstate purchase.

Our request is to bring plywood into 4% taxable category (schedule 3) and the Government may
have to study the revenue impact for one year at least.

5. Primer Paints - RNR 12.5%

This product is largely consumed by lower income people and this paint is never considered as a
luxury item like emulsion paints. Primer paint is only used to have an anticorroding effect on
metal and for wood it is a cost saving paint for common people.

Primar paints are manufactured by Micro & Small Scale Units and all its raw materials like
resin, clay, whitening talc and its packing material etc., are 4% rated products only.

Primer paints are in the schedule of industrial raw material with a tax rate of 4% in all
neighbouring states of kerala. This prompt units to shift its manufacturing base to Tamil Nadu. It
causes revenue loss to Kerala’s exchequer.

We therefore request to you having Primer paints manufactured in Kerala to the 3 schedule
which attract only 4% VAT.

MODIFICATIONS ON VAT TAX LAWS.

1. Refund of input tax under section 13 of Vat Act, essential requirement of producing form
No.21 J under rule 46 and 47.

We request the hon’ble finance minister to waive the condition of providing 21j form to claim
export refund of purchase input taxes for manufacturing export products. The exporter or deemed
exporter could provide number of other documents to prove the validity of the export turnover like
Form H and Payment Certificate.

The other documents which the exporter / deemed exporter could provide are copy of Bill of
lading, form H and payment certificate.

Form 21J has to be given to the assessee by the supplier of the respective raw material or semi
finished product to make the final product for export. Form 21J has to be produced from large
number of material suppliers to the exporter, throughout India. It’s timely procurement is an
ufpassaillable task and therefore the exporter many times fail to obtain the form from his hundreds
of suppliers.

To overcome this problem, we request you to remove the condition of filing 21dJ for claiming refund.

2. Section 25/1 of Kerala Vat Act, 2003
Best of Judgement Assessment

Assessing Authorities of Commercial Taxes Dept. throughout Kerala now a days used to assess
under Section 25/1 of the Kerala VAT Tax Act 2003 on escaped assessment of tax. Even though as
amethod of best judgment the statute authorizes the assessing authorities to proceed to determine
to the best of judgment of the turnover escaped, but

by overusing the statutory provision they are estimating and adding tax turnover against probable
and imaginary suppressions. This method of best of judgment assessments are creating arbitra
demands upon the dealer community and enormous recoveries, appeals, stays, etc are being, resulted.
This cause much difficulties to the dealers, unnecessary harassments are being faced with and lot
of litigations are followed. The Revenue recovery actions immediately after the above assessment
order causing major problems for the SSI sector to run the unit.

Therefore our simple prayer is that the position of law may be cleared and strict direction to
complete actual turnover escaped may be found. We request if necessary amendments or clarifications
in the Act, may be proceeded as expeditiously as possible.

3. Section 55 - APPEALS, REVISIONS AND SETTLEMENT OF CASES

Request for refund of appeal fees in case of appellate orders in favour of the assessee: It is to be
noted that in most of the cases the demands by way of evaded tax, penalties, overdue interests etc.,



------------------------------------------------------------------------------------------------------------------------------------------

are being rejected by the appellate authorities on account of shortage of sufficient charges or
evidences. In cases of favourable orders to the assesseee the taxes department has to refund the
appeal fees collected from the assesses. Government is collecting the appeal fees in several stages
also from the assesses. This 1procedure is causing heavy financial damage to the assesses hence it is
requested to limit the appeal fees only at the first stage and the department has to refund the paid
fees if the assessment order is cancelled by the appellate authority or subsequently by legal courts.

i.. Sectionll, subsection (6) 47 A & 48 issuing a refund adjustment order in Form No.21

Refund of input tax remaining unadjusted at the end of the financial year. The above refund
provisions are actually causing for unwarranted procedural compliances for the tax department as
well as for the assesses.

This proviso may kindly be modified so that the assessee gets the privile¥e to carry forward the
excess input credit (ie., unadjustable input tax) to the succeeding financial year if tl);e assessee is
not closing down his business for ever. Currently the vat tax department is taking months to issue
the refund order by which the small industries and traders are facing cash flow problems in their
working capital management. -

GENERAL ISSUES

1. Industrialization in Kerala, more thrust to Micro & Small Scale Units by establishment of Micro
Industrial Estate in 1000 Panchayats. The most potential sector suitable for spreading
industrialization in Kerala is establishing Micro and Small Scale industries. The huge fund you
have allocated for creating micro units in all the Panchayaths in our state will get a boost if the
government propose to develop land in all the 1000 panchayats in Kerala to establish 10 Units each
in every such developed plot. Panchayath can use its fund allocated for development purposes and
all the plots can be distributed to the selected entrepreneur either on higher purchase or at outright
sale or on 99year lease so that immediate revenue could be generated to the Panchayath also.

2. We have a suggestion to entrust Kerala Financial Corporation to fund these new units to be
established within one and half years in the Micro estates as above. The KFC should be able to even
give working capital facility also.

3. Development of infrastructure facilities to the existing industrial plots and estates meant
for Micro and Small Scale Industries. The facilities include good road accessibility, good internal
roads, rest, canteen and health care facilities to the staff and workers of the industries located
there.

4. Purchase preference to products manufactured by Small Scale Industries in the State while
framing stores purchase policy of the Government departments and State Public Sector undertakings.
This new policy require an amendment to the existing government order No. G.O P 385/ 2008/Fin
dt.27.08.2008 made by the previous government. By issuing a new order which may require a policy
announcement in the budget should provide quota preferences to small scale industries inside the
state with regard to the purchases of stores and materials by government departments and other
public sector undertakings in our state. This should include tender forms at free of cost, exemption
from earnest money deposit and security deposit while settling purchase orders to MICRO and SSI
units. There is an Act enacted by government of India by name called MSME development Act 2006.
State Government has to critically form rules to provide price preference under section 11 of the
above Act.

Compiled by Shri.Xavier Thomas Kondody, Dr.T.C Joseph and James Immanuel.

Submitted by District President Dr. T.C Joseph, Kerala State Small Industries
Association, Kottayam
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To
Sri.Oommen Chandy, QAMIO All&mm EqIS3G:El0RI ALl 66200
Hon’ble Chief Minister, MotnIMUl 5] n RO sEMEAIOMGINE GREMIMICWM
Thiruvanathapuram 236W2(Menge 203 2(M0N228L030

Dear Sir, MmOl mleasmo

Reference: Letter as enclosed issued by Addl.Chief Secretary (Industries F dept) to Director of Industries,dt.1.10.2011.
Sub: Direction to evict industrial occupants who are unable to continue with their

manufacturing activities,from their industrial plots situated in Industrial Estates, parks
& Development Plots and taken possession that land to INCAL’s land Bank;

Request for withdrawing the above direction and issue fresh modalities after interaction with us, reg:-

Thru this order the Govt.is blocking certain essential privileges hitherto enjoyed by small scale industrialists who had
occupied plots in industrial estates, parks and industrial development plots in our State.

1. Availing permission from the Department of Industries for pledging the industrial land to Banks or KFC to avail loans. If an
entrepreneur wish to do the same.

2.If the entrepreneur is forced to transfer the allotted land in which case the payment has been fully made, the conditions now
prescribed are : the product should not be changed by the new entrepreneur, the existing unit holder has to avail permission
from the Industries department to make the transfer, etc.

The small scale industrialist should have the unbridled freedom to exit from his activity at lest on the following situations.

(Your Govt’s industrial policy 2011 also highlight this privilege of peaceful exit )

(a) When the entrepreneur attains old age or because of financial problems when he cannot run the unit, he has to transfer his
land which has attained much of value addition for a peaceful retirement.

(b) When his product either loss its market or profitability from sales.

(d) The unit itself sinks in continuous loss for years and his debts exceeds much of his assets, and of course his only valuable
asset at that occasion is his land & shed which might have appreciated to some level he has to transfer /sale the land and has
to settle his accounts.

If the government doesn’t give permission to transfer the land and building for a price and enforce eviction to attach to the
land bank, entrepreneur has no other option but to think of suicide.

In this regard the following points are to be considered by the government.

(a) Entrepreneurs were being allotted industrial lands under 99 years lease or on outright purchase terms from the industries
department or SIDCO.

(b) There has been clear cut allocation letter or pattayas or sale deed to the occupant in major cases.

(c) No financial institution will lend Money to unit holder either as term loan or as working -capital unless they have the
collateral security of the land & building where the machineries are erected or the materials are stocked.

Therefore when some land is given to the entrepreneur for starting a small scale unit, the permission to pledge the land should
be an implied condition of the allotment.

IL. Permission is to be obtained from the Govt.for transferring the land to another entrepreneur for starting another industry
should be an implied condition of outright sale, long term lease or unconditional pataya.

In all the above situations if there is a restriction from the Govt.to sell off the immovable assets then the industrialist can not
exit himself peacefully. The commercial value of his such assets would be depreciated down at any point of time if such a
control by the department is enforced.

New entrepreneurs will not be keen to venture into new industries in Govt. sponsored industrial estates in our state. Private
property cannot be used for starting industries in Kerala because of the high awareness or misconception on pollution issues.
Govt’s take over condition as stipulated in the above letter.

It isthe most arbitrary decision any Govt could take in the above type of situations. No clear cut policies or terms of take over
are presently available.

Outright sale agreement, Hire purchase agreement,Pattayas,99 years lease etc are terms, the industries Department has
signed while allotting industrial plots, hence this order would be challenged in court of Laws.

This order itself is a negative policy stand of the govt. in the scope of large scale industrialization in our State.

The manufacturing sector contributes large opportunities to generate self employment, increase in C.D.ratio, in the credit
flow, more employment opportunities to semi skilled and unorganized youngsters, all at limited capital cost. This secondary
sector of the economy is supporting agriculture heavily and thus the most contributory factor for the inclusive growth without
any cost to the Govt.exchequer.

Under this circumstances we request to you stay the above order till a fresh clear cut order is issued after the modalities are
being discussed with the stake holders.

Yours faithfully.
For KSSIA Kottayam District Unit, President
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| Re-Gain moderately

|

|
I During the Second week of the January |
I The Rupee closed stronger ending the week with a 0.9% gain as foreign investers bought local l
I debt. However according to a few expert analysis report that the local unit will remain under I
I pressure in the near term. The partially convertiable Rupee ended at 52.7150 to the dollar during |
I the last week end. However the dollar is now ina consolidation mode, but it may gain further in |

I the near future. rupe likely to face resistance at 53.92 level.

I
I EURO CRISIS CAN SNOWBALL INTO A BIGGER CRISIS THAN '08

1 The time to solve the credit Crnch is long past. Measure and yard sticks that were used before
I cannot be used to correct the crisis. So, unles you can anticipate a situation correctly, it is
better not to invest rather than loss money.

George Soros, Legandary Investers, Billanaire
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