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___l__. .. _ s ___ .

' This Report for the year ended 31 March 2005 has been prepared for

submission to the Governor, under Article 151 (2) of the Constitution.

- The audit of revenue receipts of the State Gov'ernm‘ent is conducted under

!
Section 16 of the Comptroller and Auditor General's (Dutzes Powers and

: Conditions of Service) Act, [1971. T his Report presents the results of audzt
of recelpts comprising commercial tax, state excise duty, taxes on

' vehicles, land revenue, other tax receipts, forest receipts, mmmg receipts

and other non tax receipts of the State.

| T he cases mentioned-in this Report are those which came to notice in the . |
- course of test audit of recor}fds during the year 2004-2005 as well as those .

- noticed in earlier years but"not covered in previous years’ Reports. -






Overview

OVERVIEW ]

This report contains 38 paragraphs, including one review, relating to non/short levy of
tax, interest, penalty etc., involving Rs.41.96 crore. Some of the major findings are
mentioned below:

I. General

The Government of Madhya Pradesh raised a total revenue of Rs.12,234.83 crore in
2004-2005, comprising tax revenue of Rs.7,772.97 crore and non tax revenue of
Rs.4,461.86 crore. The Government also received Rs.5,076.68 crore from the
Government of India as its share of the net proceeds of divisible Union taxes and
grant in aid (Rs.2,431.74 crore). Total receipts during the year were thus,
Rs.19,743.25 crore. Commercial tax/central sales tax (Rs.3,912.01 crore) formed a
major portion (50.32 percent) of the tax revenue. Receipts from non ferrous mining
and metallurgical industries (Rs.733.72 crore) accounted for 16.44 percent of the non
tax revenue,

(Paragraph 1.1.1 to 1.1.3)

Test check of records of sales tax, land revenue, state excise, motor vehicles tax,
stamps and registration fees, other tax receipts, forest receipts and other non tax
receipts conducted during the year 2004-05 revealed underassessment/short levy/loss
of revenue amounting to Rs.992.36 crore in 1,31,736 cases. During the course of the
year the departments accepted underassessment and other losses of Rs.31 9.03 crore in
1,22,867 cases pointed out in 2004-05 and earlier years.

(Paragraph 1.9)
II. Commerciz] Tax

Review on Pendency of Revenue Recovery Certificates in Commercial Tax
Department revealed the following:

® Delay in institution of Revenue Recovery Certificates (RRCs) in 99 cases
ranged between 15 days to 34 months.

(Paragraph 2.2.10)
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Over View

e Properties of 71 defaulters attached by the Department were not disposed
of resulting in non realisation of Government dues.

(Paragraph 2.2.13)

e One hundred and sixty revenue recovery certificates were sent to other
states for realisation of Government dues. No follow up action was taken
for realisation of the same.

(Paragraph 2.2.14)

Application of incorrect rate of tax resulted in under assessment of tax amounting to
Rs.1.43 crore.

(Paragraph 2.3)

Non recovery of commercial tax from closed units deprived the Government of
revenue of Rs.2.96 crore.

(Paragraph 2.5)

Incorrect allowance of deduction on sales items treated as tax free resylted in non levy
of tax of Rs.1.54 crore.

(Paragraph 2.6)
III. State Excise

Production of alcohol not in consonance with sugar contents resulted in short levy of
tax of Rs.64.82 lakh. -

(Paragraph 3.2.1)

Non realisation of excise duty of Rs. 4.06 crore on unacknowledged export of foreign
- fiquor/beer.

(Paragraph 3.4)

IV. Taxes on Vehicles

Non recovery of vehicle tax and penalty on vehicles resulted in non realisation of
revenue of Rs.5.80 crore.

(Paragraph 4.3)

Loss of revenue due to allotment of reserve registration numbers to vehicles without
levy of fee amounting to Rs.47.12 lakh.

(Paragraph 4.5)

VIII
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V. Other Tax Receipts
Stamp Duty and Registration Fee

Bonds valued at Rs.28.74 crore were executed but not registered resulting in non
realisation of Rs.1.15 crore.

(Paragraph 5.3)

Incorrect classification of two instruments resulted in short realisation of stamp duty
and registration fee amounting to Rs.1.80 crore.

(Paragraph 5.4)

VI.  Forest Receipts

Short fall in production of timber and fuel wood resulted in loss of revenue of
Rs.3.02 crore.

(Paragraph 6.2)

VII. Mining Receipts

Interest and process expenses of Rs.1.81 crore were not included in revenue recovery
certificates issued to defaulters.

(Paragraph 7.2)
VIII. Other Non Tax Receipts
Public Works Department

Incorrect categorisation of Government quarters resulted in short levy of licence fee
amounting to Rs.5.99 lakh.

(Paragraph 8.2)

IX



et a




1.1.1 The tax and'n non tax reverrlue raised by the Government of Madhya Pradesh -
during the year 2004-05, the State s share of divisible Union taxes and grants in aid-
received from the Government of India dv

for the precedmg four years are g1

iring the year and the: correspondmg ﬁgureS; :
ven below : '

(Rupees in Ct'ore) :

: |
2000-01

200405 | .

Sl 2001-02 2002-03 2003-04
No. i ’
L. Revenue mﬁsed_l by the Smtef Gm"emmetnf
(a) | Tax Revenue 5;639.553; 4,678.98 | 6,164.55 | 6,788.86 | - 7,772.97
(b) | Non tax Revenue | 1,724.33 1,601.68 | 1,635.48 ';1_,479_.82" J ';4,‘46_1.8'6'
Total 7,363.91 | 6,280.6G. - 7,80@.‘.@3:‘" ;8,_268.,68' 112:,_2341.,83-
IL | Receipt from the Government of India :
(a) | State’sshareof | 3,055.51 - 3,439.30 | 3,728.73. | "4,247.14 | 5.076.68'
| divisible Union L : I I R EE
taxes l
(b) | Grantsinaid 1,519. 8é | 149112 | 1,861.64-| 1,773.14 | 2,431.74
Total 5,475.3}9 493042 | 559037 | 602028 | 7,508.42
HI. | Total receipts of | 12,839.30 | 11,211.08 | 13,390.40 | 14,288.96 | 19,743.25 |
the State - (N ' o : ’
IV. | Percentage of - 56 58 58

Itolll -

62

For details please see statément No.l i

“Detailed Accounts of Revenue by Mznor

Heads’' in the Finance A cco‘unts of the Government of Madhya Prade.sh Sfor the year
2004-05. Figures under the head “0021 T axes on Income other than Corporatzon Tax

— Share of net proceeds assi

!

gnell 1o States”’ booked in the Finance Accounts. under A-

Tax Revenue have been e,\ct ded from Revenue raised by the State and mcluded in
State’s 5/1are of divisibie Union taxes in this stfltement
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. ﬁgures for the’ precedlng four years are glven below -

\

 1 12 The detalls of tax revenue ralsed durmg the year 2004 05 alongwrth theb

-" (Rupees in .c.rore)

] 'Hca_d of_Revenue‘:

2000-01°

200102

2003-04

'2004-05

Per centage
increase (+)/
decrease (-) in
2004-05 over .

:|-2003-04

(a) Sales Tax

(b) Central Sales
Tax =

2,766.57

: 2;737‘6()7_.'7.4;'7” :

© 290620

320326

3,912.01

(+)18.79

State Excise -

974.94

70468

890.32

108589

1,192:36

® 9.80

Stamps and
-Registration Fees = -

477.08"

444.96

535.05 -

1614.49

788.71°

. (#2835 -

Taxes and Duties on
Electricity

44791

L 268.19.

©801.26

' 697.06

707.18

(9145

Ta)_(es on Vehicles

405,90

39333

o 428.64.

45492

. 488.65 |.

0741

’ .’Fexes on goods and .

‘passengers

L333ss. |

26240 -

35120

39099

468.07°

) 19.7i A

. ‘.‘.W.\_..‘.',_-, B < | e s e | e

| -Other Taxes on.

.| Income and

1.Callings ‘and -

“|. Employments ©

Expenditure. Tax on,. ‘
: Proksmons Trades, |

116750 | -

17305

18744 |-

18890 | ¢

15021 |

0 2048

Duties on-
: Commodmes and

| Services

: omé} Tax'es irnd

1428

(679

Land Revenue -

s, |

as21 |

460"

W

Hbie_l Receipts

Cam

475 |

(795

~Taxes on
Immovable property
other’ lhan
\.,Aoncuhule Land

oot

| TFotal -5

'1.75,630.58 "

| 4,678.98

"6,16455

- 6,188.86. |

177297

.

: D"ue to dedu”c‘tvofReﬁmd (As j)er Finance 'Account 200_4—05)" -
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~ Reasons for varlatlons in recelptsldunng 2004 05 compared to those of 2003 04 as o

intimated by the respective departments are grven below:-

Sales ’K‘ax/CentraH Sa]les Tax: The increase of 18.79 percent was due to. 1ncrease in
rates of taxes on certam commodltles under State Sales Tax Act.

- Stamps & Regnstratnon Fees: The i 1ncrease of 28 35 percent was due to abolition of _
‘exemption ‘to anary ‘Housing Soc1et1es prevention of misuse of rebate’ on -
' Hypothecatlon 1mpos1t10n of duty on rental amount, increase in rate on women's
“share. '

_Taxes on goods and passengers The Increase of 19.71 percent was due to increase in
rates of entry tax on goods entered tlnto local area and normal growth in revenue.

- Reason for variation in respect of hther departments though called for have not been
received (December 2005). !

_ 1 1.3 The details of major non tax revenue ralsed durmg the year 2004 05 alonvw1th
~ the figures for the precedlng four years are glven below -

! (Rupees in crore)

’Sl.-‘ " Head of Revenue . 2000-01 2001-02. | 2002-03 '2003-04 | 200405 chrccntage
No. ’ ‘ o ] increase (+)/
- - ’ decrease (-) in
<‘ ) . . 2004-05 over
j 1 .| 2003-04
L . ) - s S s
L -| Interest Receipts | 184.56 ;7246.59, 32.05 1922 25.90 (+) 34.76
2. | Dairydevelopment - 004 ; - - - R -
3. | OtherNon Tax 203.14 237.68 249,32 14457 1 15748 |  (+)8.93
Receipts . : ’ . _
4. | Forestry and Wild life 372.56 }306.45 1497.30 496.75 559.11 (+) 12.55
5. | Non ferrous Mining 721.04 528.39 590.69 646.71 73372 | (+) 1345
|- and Metallurgical ‘ » :
lndustnes |
, _
6. Miscellaneous general 75.1'v7 ‘141.03 120.94 22.92 _ 79.61 (+) 247.34 ‘
services (including’ .
lottery.receipts) - }
7. | Power S| . 028 | 005 - 024 | 0.12 274949 | (+)2291141.67
8. | MajorandMedium = | - 47.17 139.15 24.64 37.80 '37.92 (+)0.32
"~ | Imigation - . ] : a
9. | Medical and Public 876 1'16.14 2036 | 1098 |- 1676 | . (+) 52.64
Health ! , . o
10. | Co-operation . [ 1679 |13.23 14.45 1560 1792 o (4) 1487
{11 |-Public Works - [ 2134 e 857717 909 | T 964 | (r)90s
12. | Police o 32,95 !42.'49’ : 13923 . 01T 2499:0 02323 L (7.04
13. | Other Administrative | - 35.03 f23.73 ©am60 [ TS0 T Ts7s | (go0s7
Services | ' ot el : :
Total o 1,724.33 1,?01 68 | 163548 | 147982 '_"‘-’4,“_16‘1.86 I ) 201.51

'

|
|
|
\
|




Audit Report (Revenue Receipts) for the year ended 31 March 2005

Reasons for variations in receipts during 2004-05 compared to those of 2003-04 as
intimated by the respective departments are given below:

Miscellaneous and General Services: The increase of 247.34 percent was due to
more receipts under the head unclaimed deposits.

Forestry and wild life: The increase of 12.55 percent was duc to increase in rates on
Tendu leaves.

Power: The increase of 2291141.67 percent was due to implementation. of
recommendations of Ahluwalia Committee.

Non ferrous Mining and Metallurgical Industries: The increase of 13.45 percent
was due to more receipts under the head other Receipts.

Reasons for variations in respect of other departments though called for have not been
received. (December 2005).

1.2 Variations between Budget estimates and actuals

The variations between the budget estimates and actuals of revenue receipts for the
year 2004-05 in respect of the principal heads of tax and non tax revenue are given
below:-

(Rupees in crore)

SL Head of Revenue Budget Actuals Variation Percentage
No. Estimates excess (+) or | of variation
shortfall (-)

A. Tax Revenue
1. Sales Tax 3,960.00 3,912.01 (-)47.99 . L2l
2 State Excise 1,213.00 1,192.36 (-) 20.70 1.71
3 Stamp and 678.05 788.71 (+) 110.66 16.32
Registration Fees '
4. Taxes and Duties on 740.95 707.18 (-)33.77 4.56
Electricity
5. Land Revenue 61.38 46.80 (-) 14.58 23.75
B. Non Tax Revenue
1. Forestry and Wildlife 450.00 559.11 (+) 109.11 24.25
2. Non ferrous mining 710.32 733.72 (+) 23.40 3.29
and metallurgical
Industries
3. | Co-operation 11.33 17.92 (+) 6.59 58.16




P o _ Chapter- I - General

|

The reasons for substantial vanatlon between budget estimates and actuals, though
called for, have not been recelved from the departments (December 2005)

The gross collection in respect of major revenue receipts, expenditure incurred on
“collection. and ‘the percentage of expenditure to gross collection during the years
2002-03, 2003-04 and 2004-05 alongwith the relevant all India average percentage of

expendlture on collection to gross collectlon for 2003-04 were as follows:- ,

| (Rupees in cmre)

SI. |+ Headof * Year| | Collection | Expenditure ]Pen'cemage All India
No. Revenue o ' om - lef . Average
' | collection of | expenditure | percentage
' , revenue on collection | for the year
! - o . 2003-04
1. | Sales Tax - 2002-03“ 1 2,906.21 41.14 : 142 . '
2003-04 3,293.26 - 50.84 1.54 - 115
2004-05 " 3,912.01 45.06 - 115 ‘
2. | Taxeson : 2002-03: , 779.84 1471 - 189 |
Vehiclesand | 593 04 845.91 16.27 192 - | 257
Taxes on Goods ‘ ‘ ,
and Passengers | 2004-05 956.72 . 11.87 1.24
) . 3. Sta_te Excise _ 2002-03}1 890.32 106.28 11.94
I - T 12003-04 1,085.89 22627 | 2084 3.81
o N 2004-05 | 1,19236 | 23092 1937
4. | Stamp Duty and' - 2002-03 - 535.05 | - 56.48 10.56 - " 3.66
RegistrationFee | 509304 | - 61440 | 6037 | = o982 |
L | :
' 2004-05 "788.71 - | - 7528 |~ 9.54

'I L O L (prees'm'cmre) .
 Year ~ No. of ,assessee - Salies Tax revenue’ | Revenue/assessee
2000-01 - 1,53,735 227242 | 0015
2001-02 . | 2,10,104 239344 | 0 0011
200203 - | 224298 | 292362 | - 0013
1200304 | - 223157 | 337075 | -~ 0015
2004-05 - | 233672 - .| . 397788 . | - 0.017

Figures furnished by D]Jepar_tment varies with Finance Account figures -
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'Audiit Report ‘(Revenue Reééiprs)' for the year ended '31_ March 2005
l

- Durmg the year 2003 04 revenue Was mcreased by Rs 447 13 crore desplte decrease
of dcalers/assessees Where as the reveniie in 2004- 05. increased by Rs. 607.13 crore
only inspite. of increase of dealers/assessees. ‘The reason for non-increase in revenue
- has been called for from the department whlch is awalted (December 2005)

{15 Analysi

- The| arrears of revenue as on 31 March 2005 in respect of some pr1n01pal heads of -
" revenue amounted to Rs.1,105.92 crore of which Rs.67.84 crore (excluding Transport A
_ 'Deplartment Commercial Tax Department) was outstandmg for more than ﬁve years
" as detalled in the- followmg table - B :

[ S SRR R (Rupéesiiz'érore) '

sul | Head of Revehue Ambunt' on_tstanding | Amount outstandmg for
“No. R as on 31 March 2005 | more than 5 years as on
1 B : B .- .- |31 March 2005
1.| | Taxes on vehicle - : § 37.84 o Not fu_rni_shed
- 2.| | State Excise * 5424 - 13599 ¢
3. | Taxes & Duties on 2796 - | 721
- | Electricity ’ o
:4. | | Sales Tax - o . 766.89 Not furnished
5. E Non ferrous mlnmg ‘and - 153. 04 : 11.54 .
- metallurglcal 1ndustr1es (Rs 130.53 crore was | ®Rs. 2 26 crore was dlsputed)
: : dlsputed)
- 6. | | Co-operation - 920 418
7.1 | Stamp Duty and 56.75 892
Registration Fees - ' ' -
‘ Total 1,105.92 67.84

L Amount outstandmg for more than five- years was not furmshed by Commetcial Tax -

. _ -Department & Transport Department.. Rs. 130.53 crore out of Rs.153.04 crore was’

dlsputed amount which is 85.29 percent (Mlnmg Department) It indicates the Control -

weakness of the department
' l

‘1. 6- Arrears in assessment

:The detalls of cases pendlng assessment at thg begmmng of the year, cases becoming
. due’ for ‘assessment durmg the year, cases disposed of durmg the year and number of

cases pendmg ﬁnallsatlon at.the end of the year 2004-05 as furnished by the Sales Tax




e

' |
Department in respect of Sales Tax, Professwn "l‘ax Purchase Tax on Sugar cane’,
Entry Tax, Lease Tax* ‘Luxury Tax and Tax on Works contracts etc. are glven below:-

|

- Chapter- I- General ,

‘Name of Tax Opening New cases: ’lI‘otal Cases',_. -Balance | Percentage

Balance | due for asses_sment ‘disposed | at the - of column
assessment | due of . |endof '|5¢t04
durﬁng the - o during | the year
, year o the year | -
(1) 2  3) 4 5) |- (6 (7)
Finance Department ~ . ' | S T

| Sales Tax | 2003-04 | 2,59,313 _3,52_3,197_ 582,510 | 2,96,147 2,86363 |  50.84
2004-05. | 2.86,363 3,{26,262_‘ 612,625 | 3,31915 ('2,80,710- | 54.18
Profession |.2003-04 | 83,576 99390 | 182966 | 94912 | 88054 - 5187
Tax 2004-05 | -88,054 | 132,834 | 220,888 (| 104411 | 116477 | 47.27
Entry Tax | 2003-04 | 1,36,509 1,;97,180: 333,689 | 1,73,980 | 1,59,709 | . 52.14
- 2004-05 | 1,59,709 ,1498,356 | 3,58,065 1,98,508 | 1,59,557 |  55.44
Luxury 2003-04 471 681 | L152 | 713 7439 | - 61.89
Tax 2004-05 439 | lo7ss 1 L1904 | 725 469 | 602
Taxon  |2003-04 | 1201 | 883 | 2084 | 1028 1,056 | . 49.33
Works 200405 | 1,056 15898 | 6954 .| 3747 3,207 | 53.88

contracts _ | e . . R
.- u. 200304 | 4,81,070 | 621,331 - | 11,02,401 5,66,780 | '5,35,621 | = 51.41

ota _ 21, - ONTED | 9:35,62 ,

2004-05 | 535621 | 664,105 11,99,726 761,39,306: 560420 | - 5329

l

The above posmon indicate the downfall 1n percentage dlsposal of cases 1n Profession
Tax and luxury Tax. S

[1.7- Evasion Tax

|
The details of cases of evasion of tax detected by the sales tax and- state exmse

~departments, cases finalised and ]the demands for addmonal tax ra1sed as reported by,

the departments are g1ven below:-

T
lp.
|
S
|

Figures aré nil -

A
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,Au\‘dit, Report (Revenue Receipts) for the year ended 31 March 2005

~-(Rupees in crore)

Si. | Name of Cases Cases | Total - No..of cases in which No. of
No. | tax/duty pending - detected o -assessments/investigations | cases
‘ -ason during | completed and additional | pending
31 March' 2004-05 .. -| demand including penalty | finalisation
2004. _ o . _etc. raised as on
' — 31 March
No.of - -~ | Amount of | 2005
‘ cases " | demand
1. Sales Tax 150 136 - 286 107 - 9479 179
2. i State Excise 1304 2019 - | 4223 | 2851 - | - 0.09- 1,372

bl
T

' Tﬁe' number of re‘fun‘t] cases péhd_ing at the beginning of the year 2004-05, claims =

L .fretceived during the year, refunds’ allowed during the year and cases pending at the -
close of the year 2004-05 as reported by the departments are given below:-

_ (Rupees in crore)

S'l.,| . R i State Excise " Sales Tax Works Contract
-No. . Category. . - — : — '
Sl e T No.of | Amount | No.of | Amount No.of | Amount
.| cases .  .|cases | cases
1! | Claiins outstanding at the | 158 | 094 | 855 | 56.26 58 4.18.
“beginning of the year ‘ S o : -
2., | Claims received duripg the year | - 183 2.01 6,942 645.93 533 24.65
. 3’ Refunds made during the yedr 24 021 |6437 546.61 531 25.84
R . : N
‘|4, | Balance outstanding at the end - 317 2.74 1,360 -°155.58 60 2.99
i | of the year ’ o o ‘

' T¢st check of records of sales tax, land revenue, state excise, motor vehicles tax,

- stamp and reglstratibn'ifee, other tax receipts, forest receipts and othernon tax receipts

conducted during the year 2004-05 revealed under ‘assessment/short levy/loss of
revenue amounting to Rs.992.36 crore in 1,31,736 cases. During the course of the
year the departmentsdcc’:epted underassessment and other losses of Rs.319.03 crore in-
1,22,867 cases pointed out in 2004-05 and earlier years. No replies have been
- received in respect of the remaining cases. - ' o -




_l

Chapter- I - General ‘

~ This Report contains 38 paragraph!s including one review relating to non/Short levy of
" taxes, duties, interest and penalties etc. involving Rs.41.96 crore. The
departments/Government accepted‘ audit observations involving Rs.13.24 crore out of
which Rs.27,70 lakh has been recoivered upto August 2005. In respect of observatlons'
not accepted by the Department glst of reasons for Departments' non acceptance has
been included in the related paragraph itself alongwith suitable rebuttal. However,
replies from the Government had niot been received (December 2005).

L1

L

Accountant General (Works & Recerpt Audit) Madhya Pradesh conducts periodical

inspection of Government departments to test check transactions and verify the
maintenance of important accounting and other records as prescribed in rules and
procedures. These inspections are followed up with Inspection Reports (IRs)
incorporating irregularities etc. detected during inspection and not settled on the spot,
which are issued to the heads of offices inspected with copies to next higher
authorities for taking prompt corrective action. The heads of offices/Government are
required to comply with the obser‘vatrons contained in the IRs and rectify the defects
and omissions promptly and report compliance through initial reply to the Accountant
General within six weeks from |the dates of issue of the IRs. Serious financial
irregularities are reported to the heads of the department and to the Government.
Inspection Reports (IRs) issued uptc December 2004, pertaining to various offices of
commercial tax, land revenue, reg‘rstratron and other departments under Government
of Madhya Pradesh disclosed that 20,146 paragraphs relating to 6,085 IRs remained
outstanding since 1980-81 to the end of December 2004. Department wise position of
the outstanding IRs and paragraphs was as under:-

- (Rupees.in crore)

: |
S. No. Department No. of IRs No. of Para Amoumnt
1. | Commercial Tax | 898 5,019 381.64
2. Land Revenue ‘ 1,484 3,830 1,174.08
3. | Excise . 365 1,247 | 550.55
4. | Entertainment " 156 226 4.16
5. | Mining _ 224 698 56641
6. |MV.T. } o257 | 1512 306.81
7. | Electricity _ .80 251 S 175.58
8. Registration and Stamp 886 1,999 75.63
duty |
9. |DRAP.(PWD - 1,103 ©3,670 - 397.43
Irrigation PHE) ‘ e
10. | Forest 632 | 1,634 868.54
Total . 6,085 20,146 " 4,500.83




B

Audit Regort.,_‘(Revenue:‘Rec'.e,tfgt's) [or the. year e{-:défd 31 March;ZOOj A

A review of the IRs whrch ‘were pendmg due to non recelpt of replies, in respect of
Commercial Tax, Land Revenue and Reglstratlon Department revealed that the head

of the offices and the heads of the departments did not send reply to.a large number of .

IRs/paragraphs indicating their failure to initiate action in regard to the defects,

_omissions and 1rregular1t1es pointed ‘out -by audit in the ‘IRs. The Principal’
Secretaries/Secretaries of the departments, who were informed. of the position through
half yearly reports, also did not ensure that the concemed ofﬁcers of the Department
take prompt and timely action. - : : -

Inaction ‘against the defaultmg ofﬁcers facrhtated the contmuance of ﬁnan01a1
1rregulant1es and loss to the Government, though these were pomted out in audit. Itis -
" recommended that Government may re examine the procedure for action against the
officials who failed. to send replies to IRs/paragraphs within the prescnbed time
“schedule, take action to recover loss/outstanding advances/overpayments in a time
~bound manner and revamp the system to ensure. proper response to - the . aud1t :
observations by the departments L :

i _The draft audit paragraphs proposed for 1nclus1on in the. Report of the Comptroller' '
and Auditor General of India are forwarded by the audit office to the Principal
-Secretarles/Secretarles of the departments concerned, drawmg their attention to audit
findings and requestmg them to send therr ‘Tesponse. within :six weeks. The fact of
non receipt of rephes from - departments is: mvanably 1ndlcated at’ the end of each ‘
paragraph included in the Audlt Report. - . : -

Draft paragraphs ! 1ncluded “in~ this Report were - sent to the : Principal h
Secretaries/Secretaries of the respective departments by name: The - Principal.
‘Secretaries/Secretaries of the departments did not send replies to the draft paragraphs.
These paragraphs have been included - in this Report w1thout the response of the
‘ Pnn01pal Secretarres/Secretarles of the departments S

~ The Report of ther Comptroller & Audrtor General - of Ind1a for the year ended':\ |
31 March 2004 (Revenue Receipts) was laid on the table of Vidhan Sabha on
-01 August 2005. Reports upto- the year 1999 2000 have been dlscussed )

_ The Audit Reports for the perrod 2000- 01 to 2002- 03 have been dlscussed partlally -
~and partial recommendations of . Public Accounts- Cominittee- (PAC) have been
received. Action taken reports (ATN) on the: PAC recommendatlons upto’ 1992-93 -

have been received. In respect of Audit Report 1993 94 & onwards ATNs have not S

been received from erght depart'nents
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Test check of . .assessment cases and other records relating to Commercial . Tax

*Department during the year 2004-05 revealed underassessment, non/short levy of tax
and penalty, apphcatlon of incorrect rate of tax etc. mvolvmg Rs.38.58 crore in 1,099
cases which can broadly be categorlsed as under: :

(Rupees in cmre) -

'SH,NO. ‘ o Catgegoryi - ' | | Number of cases | Amount
1. Non/short ievy of tax o _ | 276 : 4.44
2. Application of incorrect rhtc oftax 132 2.49
3. Incotrect determination of taxable - - - 90 5.95

turnover .
i t : .
4, Incorrect grant of exemptlon/deductlon/ 150 1919
set off } - '
5. |Others - a0 | A
6. Review :Penﬁd'enncy of Révenue ' 1 . - 179
Recovery Certificates fum! Commercial C |
Tax Department
Total o o ' 1,099 -38.58

During -the year 2004-05, the Department accepted underassessment of tax of
Rs.1.05 crore involving 29 cases, of which 20 cases involving Rs.94.41 lakh had been
pointed out in audit durlng 2004- 05 and the restin earher years.

A few illustrative cases 1nvolv1ng Rs.8.88 crore and a review on- Pendency of
Revenue Recovery Certificates| in Commercial Tax Department involving
Rs.1.79 crore highlighting important cases are mentioned i this chapter.



_nghhghts

® Delay in institution of Revenue Reeovery Certlﬁcates (RRCs) in 99 cases
ranged between 15 days to 34 months.
A (JParagraph 2.2.10)

- T Propertles of 71 defaulters attached by the Department were not disposed of
~_resulting in non reallsatlon of Government dues. :
(]Paragraph 2.2.13)

® One hundred and 51xty revenue recovery certificates were sent to other states
- for reahsatlon of Government dues. No follow up action was taken for

* realisation of the same. _
(Paragraph 2.2.14)

2.2.1 . Intmductton

The - Madhya Pradesh Vanijyik . Kar Adhzmyam 1994 (Adhiniyam) provides for
levy/collection of commercial/purchase tax from dealers whose annual turnover of
sales/purchases exceeds the limits prescribed under the Act. The registered dealer is
required to submit periodical returns in the prescribed manner to the assessing
 authority alongw1th[ proof of payment of tax after self assessment of tax. Thereafter,
the case is assessed by the assessing authority within a period of two calendar years
“from the end of the period for which the assessment is to be made.
A notice in Form 50 is issued to deposit the amount of additional demand of tax
within a period of 30 days of the receipt of such notice failing which the assessing
authority or any other officer having jurisdiction over such dealer or persons shall be
empowered to recover siich amount as arrears of land revenue by issuing Revenue
‘Recovery Certificate (RRC) incorporating the name of dealer, residential address and _
the amount recoverable. The sum -outstanding shall be recoverable as arrear of land -
revenue according to the provision of Madhya Pradesh Land Revenue Code, 1959
(MPLR Code) and Rules made theizunder for making payment within the specified
‘time in the demand notice. In case of default, warrant of attachment is issued by
Recovery Officer for attachment of property. .

As specified in Section 32 (13) (b) of the Adhiniyam the Deputy Commissioner,
Assistant Commissioner (AC), Commercial’ Tax Officer (CTO), Assistant
. Commercial Tax Officer (ACTO) are empowered to exermse all the powers and
perform all-the duties of Collector, Assistant Collector or Deputy Collector and
. Tahsildars respectively under the said code.

12



Chapter- Il — Commercial Tax

2.2.2 : Rewmmendaztidms

- It is recommended that, Goverument may consider:_

® developing a management information system to keep a watch on-.
arrears/RRC. |
® ensuring that RRCs are issued within the time ]llmrt fixed and arrears are

~ realised timely.

® laying down time limits for serving notice of additional demand: 'n Form 50
and for assessing ofﬁcer to send the RRC to recovery ofﬁcer

223 . @rgamsaﬂwnal/l set Mp

~ The Prlnmpal Secretary, Commercial Tax Department is t]he admmlstratrve head of
the Department at apex level and assisted by Commissioner, Commercial Tax (CCT)
~ with headquarters at Indore. There are four zones at Indore, Gwalior, Jabalpur and

" Bhopal. The zonal offices are headed by additional commissioners. Apart from this,

there are 13 divisions, each headed by deputy commissioner and 75 circles headed by
CTOs. The ACs, CTOs and ACTOS are the assessmg authorntles in the department

2.2.4 Scope of audit ‘

Test check of records of 44 out of 127 units for the year 1999 2000 to 2003-2004 was
conducted during June 2004 and May 2005 :

2. 2,5 Audit @bjectwes ,
The review was conducted with a view to'ascertain
) extent of compliance qf procedure/codal provisions and executlve mstructrons
to ensure timely collection of arrears. -
8 lacunae in the Act/Rules responsible for blockage of revenue in arrears.

e - efficiency and effectlveness of efforts made to recover arrear dues as arrears of
land revenue. : :
|

2.2.6  Internal Audit Wing

Internal Audit is considered to be an effective mechamsm for eva]luatmg the various
internal control ‘ systems an‘d identifying their weakness. It is, therefore, the
responsrblllty of the Department to ensure that a proper internal control structure is
instituted, reviewed and updated from time to time to keep ‘it effective. In the
Commermal Tax Department, Jlnternal audit wing was established in 1982.

Information made available to audit with regard to the units test checked revealed that

no internal audit was conducted durmg the period 1999-2000" to - 2003-2004. . .

The CCT and Government 1nt1mated in July 2005 that mternal audit wing was not'
functioning due to non postmg of staff,

13



Audit Report (Revenue Receipts) for‘ihe year.'ende‘d 31 March 2005

- 2.2.7 o Lacuna m Act/RuIes

Under the prov151ons of the Madhya Pradesh Vamjyzk Kar Nzyam 1995 the assessing .
‘authority is required to serve upon'a dealer an authenticated copy of order of
assessment and a notice in Form 50 for payment of any sum. payable by him under the
Act and Rules made thereunder.- However no t1me 11m1t has been prescribed for
service of notice in. Form 50. :

Test check of records of two ACs offices at Indore and Jabalpur and five cncle
offices' between September 2004 and April 2005 revealed that in 112 cases, involving -
a sum of Rs.4.04 crore,notice in Form 50 and order of assessment were served late -
after the passmg of the assessment order. The delay ranged between one to 10 months.

Absence of provisions 1n the Rules regardmg time limit for serving of notice upon the
dealer resulted in delay in initiation of recovery proceedlngs '

Further, as per provisions of the Adhiniyam, if any amount of the tax or any other sum -

* remains unpaid on the expiry of the period prescnbed for the payment in the notice in .

Form 50, on the explry of the period specified in the notice of demand the dealer
~ liable to pay such sum shall be deemed in default. The sum outstanding shall be -
" recoverable as arrears of land revenue according to the provisions of the MPLR, -

‘Code. However, no time limit. was prescribed for sendlng of RRCs prepared by the -
" assessing authonty to the recovery officer (RO) : :

Test check of records of office of AC Bhopal and two offices of CTOs each at Indore :
~and Jabalpur revealed , that 58 RRCs involving Rs.8.08 crore were sent to the
ROs after a delay of three weeks ‘to four and half months after their -preparation
between January 2001 and March 2004 by the concerned assessmg authorities. -

Absence of time limit for sendlng the RRC to the RO resulted in delayed 1n1t1at10n of
recovery proceedings. : o

2.2.8 Position of arrears

Information relating to amount of arrears pending collectlon in each d1v1s1on
~ recovery and addition of arrears made by a division during a year was being compiled
in Commissioner ofﬁce in the form of a statement called "Progress of Recoveries".

Fach statement comprlsed details of three preceding years. As per the statements,
amount of arrears pendmg collection ‘had increased from' Rs.196.23 crore to

Rs.646.47 crore during 2000-01 to 2003- 04. The pos1t10n of arrears pending -

collection during last five years was as under:-

Circle 2 Bl opal, Circle 1, 2, 3 and 4.Jabalpur :
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| , o . o Chaptef— I7— Cbmme‘rcial Tax -

(Rupees in crore)

Year Opening Adldﬁtio)m_ Total Amount | Ba]laumce Percentage
' Balance of -~ . | recovered | of recovery {
-+ | amount S ' | (Column
- ] _ Stod)

. | 2 3. 4 5. 6 7
1999-2000 197.13 | 531.38 728.51 | 439.41 289.10 6032
2000-2001 196.232 523;1i6 71939 | 49253 | 22579 68.46

(20012002 . | 22579 1,007.d7. 1,232.86 | 362.99 | 869.87 - 29.44
120022003 | 869.87 | 684.96 | 1,554.83 | 901.56 653.27 | 5798
| 2003:2004 | 65327 | 47369 | 112696 | 48049 | 64647 | 4263

o The various stages at which the arrecus are pendmg arc as under:

~ An analysis of division wise ﬁgures of the statement revealed that in eight divisions
~ figures of "addition of arrears' afnd 'amount recovered" for the year 2001-02 did not
tally with figures of 2001-02 ;shown in statement--prepared for successive year
2002-03. Similarly, figures "a‘lddrtlon of arrears" and "amount recovered"  of

year 2002-03.did not tally w1th the same figures of 2002- 03 shown in successive

year 2003-04 in respect of nine d1v1s10ns

‘Thus, it would be seen that pos1t10n of arrears avallab‘c with the Department was not
reliable and needs verification/r econcxhatlon with the respective divisions.

(Rupees in crore)

o - "Amount stayed by Court I 7 ) = 56.74
o Amount involved in revision pending with addltlonal' : = 9.04
~ commissioner and deputﬁ commissioner - ' 7
o - Amount involved in sick mills pending in BIFR o =" 103.12
o Amount involved in inStalments = 901
© Amount involved in RRC sent outside State - | , V = 50.41
j , inside State , o= 11226
o . Amount involved in. cas:es where the whereabouts of = = 120.76
' defaulters of their property is under investigation _
3 Amount involved in attachment of moveable and = ' 56.66
immovable properties t ' - o
o Amount proposed for write off - o = 9.05
0. Total norm_al recovery . = 11942

Total . -+ o I . 646.47

i

'Excluding the figures of Clz%hartisgarh State
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Audit Report (Revenye R:eceip_ts) for the year ended 31 March 2005 ..

Agewise analysis of these arrears was not available either with the CCT or in the
circles. o ' : '

229 - Skort achievement of targets ) L

CCT issued instructions in November 2000, 2001 and 2004 to all ROs to ensure that
the closing balance of arrears-was less than 10 per cent of the opening balance of
arrears for the year 2000-01, 2001-02; 2003-04 while for the year 2002-03 it was
fixed at 25 per cent. The CTO of each circle was responsible for effecting recovery
through a team of officers constituted for the purpose. The Dy. CCT was required to
. keep a constant watch over the progress of the recovery of arrears made by each circle
ofithis division. He was also required to submit a fortnightly report to the CCT.

‘The position of targets and achievements ag "xvorked out from information furnished .
by the Department was as under: ' '

(Rupees in crore)

Year Period of | Target fixed for | Open- Closing | Actual | Shortage
drive = |drive = - . |ing balan- | closing | in target
' balance | cesas = | balance | amount
of per of (Percent
arrears | targets | arrears -age)
_ fixed | . ' .
yE 2 3 4. 5. 6. 7.
2000-2001 | 1 December Closing balance - | 196.23 176.61 | 225.79 49.18
'['200,to 31 | should beless at - : | (21.78)
Mar-h 2001 | least by 10 per
cent of opening
v , balance
2001-2002 |1 December | --do-- 22579 | 203.21 | 869.87 | 666.66
: 2001 to 31 E ' (76.64)

, "| March 2002 ) '
2002-2003 | 1January |Closing balance | 869.87 | 652.40 | 653.27 0.87
S 2003 to 31 | should be less at : - (0.13)

March 2003 | least by 25 per

| cent of opening

balance
| 20032004 | 15 Jampory: Closing balance |- 65327 | 587.94 646.47 | 5853
- 2004 to 31 | should belessat |- : - (9.05) -
March 2004 | least by 10 per - :
~ = - | cent of opening
" | balance

- It would be seen from the above that the targets were not achieved during 2000-01
anid 2001-02. During these years arrears increased by 22 per.cent and 77 per cent.
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The Government in July 2005 stated that due to increase in. respon31b111tles and’
continuous shortage in number of working posts of departmental officers and scarcity

of resources in the Department the targets could not be achieved.

2.2.10 Delay in ussue/reg‘zistmtion of RRCS

Accordmg to the:provisions of the Adhiniyam, a dealer is required to deposit the tax
assessed by the assessing authorlty within 30 days from the date of service of notice
of demand failing which the amount is to-be recovered as arrears of land revenue.

Further in accordance with CCT’s circular of November 1992, if the amount remains
unpaid, RRCs are 'to be initiated \within 30 days from the date of explry of period of
payment. :

® Test check of records of 151x offices of CTOs® and two offices of the ACs,?
revealed between June 2004 and April 2005 that RRCs in 99 cases were issued after a
delay of 15 days to 34 months. A [few instances are given below:

SI. | Name of | Case No. | Datejof Due date oﬁ" Date of Delay
No. | CTO/AC | & assessmems/ imstitution certificate
. amount | issue of of proceedings
ﬁlmvoll.vedl demr.nz‘mdl ceg‘tnﬁca.rre Months | Days
(Rs. in notice proceedings :
_ lakh) o
01 CTO 277/2000 5.6.013 4.8.03 19.8.03 - . 15
Circle 02 | 2.07 - :
Bhopal } :
02. | CTO 48/96 1.1.03 28.2.03 27.9.03 6 | 27
| Circle 15 | 3.20 :
Indore ‘ , -
1 03. | -do- 46/96 -do- -do- -do- 6 27
0.96 }
04. | CTO 3/2000 17.1.01 - ].16.3.01 29.1.04 i 34 -
- | Circle I 1.18 | o :
Jabalpur v
05. | A.C. 22/2001 | 16.2.03 15.4.03 16.3.04 11 -
Jabalpur | 0.31 o '

According to the instructions issued by CCT (NoVember 1992), the RO is required to
register the case within seven days in a register prescribed by the CCT after recelpt of
RRCs from the assessing authorities.

|

RRCs in 104 cases valued at Rs.5.24 crore issued between December 1999 and
September 2003 were not entered%' in the relevant registers.

} Cu cle 2 Bhopal Cucle 13 and 15 Indore, C‘zrcle 1,3and 4 Jabalpur
¢ A.C. Indore and Jabalpur |




Audit Report (Revenue Receipts) for the year ended 31 March 2005

After this was pointed out, the ROs entered the cases in the relevant registers and
stated that RRCs were issued and registered late due to non availability of RRC
books, shortage of staff and its deployment on different duties like election, pulse
polio and census etc. The Government confirmed the reply in July 2005.

2211

As per provisions of the Adhiniyam and Rules, made thereunder and instructions
issued by the CCT in October 1978 and November 1992, the RO is required to issue a
demand notice within seven days after the receipt of RRC.

Non issue/delay in issue of demand notices after issue of RRC

L Test check of records of seven circle offices’ revealed that in 35 cases
registered between December 2000 and March 2004, demand notices involving
Rs.96.78 lakh were not issued by the RO even after a lapse of five to 42 months
resulting in non realisation of Government revenue to that extent. '

] Further test check of records of four circle offices” revealed in March 2005
that in 18 cases registered between January 2002 and February 2004, demand notices
involving Rs.1.03 crore were issued late by one month to 22 months by RO. A few
instances are given below:

S.No. | Name of Case RRC No. | Amount Date of issue of | Delay
CTO No. & date (Rs. in Demand Notice
lakh) 1
L CTO Bhopal | 57/97 36644 X 4 20.43 i 2.8.2004 5 months
Circle-6 7.2.04 |
2. -do- 4/96 36644 x 7 13.33 2.8.2004 5 months
7.2.04 -
3. -do- 95/98 8232 x 54 14.23 20.11.2003 22
7.1.02 1 months
4. -do- 17/99 8234 x 34 15.33 | 21.01.2003 2 months
1.11.02
5 -do- 53/00 7824 x 33 7.81 10.01.2003 1 month
30.11.02

After this was pointed out, the Department stated that demand notices were not
issued/issued late due to rush of work and shortage of staff and its deployment for
different duties like election, pulse polio and census etc. from time to time. The
Government confirmed the reply in July 2005.

2,212

As per instructions issued by CCT in October 1978 and November 1992 if a dealer
after issue of RRC fails to deposit the tax within seven to 15 days from the date of

Non issue/delay in issue of warrants of attachment

Circle 2 Bhopal, Circle 11 and 15 Indore, Circle 1,2,3 and 4 Jabalpur
: Circle 6 Bhopal, Circle 1,3 and 4 Jabalpur
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Chapter- IT - VC-Qilhﬁierc'ial Tax |

“issue of demand. notice, ac_tionf is required to be taken for issue of warrant for
- aftachment of property. . o T BRI
) ~Test-check of records of $even circle offices’ revealed that though the demand

~ - notice involving recovery of Rs.2.06 crore was served upon the defaulters in 71 cases
- during the period from year v199;9 to March 2004, necessary warrants for attachment
- +had not been issued by. the RO. Consequently, Government dues amounting to

- Rs.2.06 crore remairied unrecovered even after a lapse of five to 77 'moAn'th's.'

o Test check of records of* four units® between August 2004- and March 2005
revealed that warrants of attachment in 30 cases involving recovery of Rs.1.25 crore,
_prepared between August 1999 and February 2004, were issued after a lapse of five to
-59 months. Consequently, the properties could not be attached. This indicates that no
serious efforts were being made to get the defaulters traced resulting in 'acéﬂmulation
of arrears. - ' I

~‘After this was pointéd out, the Department stated that warrants of attachment could
not be issued/could not be served due to non availability of defaulters, as well as due
to shortage of staff and its deployment from time to time on. different: duties like
election, pulse polio-and census. The Government confirmed the reply in July 2005.

2.2.13  Non disposal of attached property

" As per instructions of CCT of Ig\IQVémber, 1980, action'to auction attached ‘pfoper_ty
~ should be taken within three days of the service of warrarit of attachment of property..

In 14 circle ‘offices’, test checl‘é of records between_August 2004 and April 2005

- revealed that the properties of 71] defaulter's who failed to pay Government dues were
~ - attached between August 1999 ajnd March 2004. However these were not disposed of
even after a lapse of five months to 65 months. Consequently, Government dues
. remained unrealised. :

I : . )
* After this was pointed out in audit, the Department stated that the properties could not
-be auctioned due to non attendance of bidders at. the venue. Thé‘ reply of the
Department was not tenable as there was no evidence on records to show that wide
publicity through local/regional/national paper was given to attract sufﬁcient'nu'mber

~ of bidder for public auction.

" 2.2.14 Failure to followfup the RRCs issued to other State A

In é@aSe__of defaulting dealers‘:_w‘h'o have shifted their bus‘incé_s/ﬁesidenc_es out. of the
State, the requiisition for RRCﬁ;f?r effecting recovery of outstanding Government dues
has to be.sent to the district . collectors of  the concerned States  through

- Dy. Commissioner to which the Jrécovery relates.

T Ciidle 3 Bhopal, Civele 7 and 11 Indore, Circle 1 2, 3 and 4 Jabalpur

. Circle’2 Bliopal, Circle 7 and'11 Indore and Circle 1 Jabalpur =~
2 Circle 1,24,5 and 6 Bhopal, Circle 4,6,7,10-ard 11 Indore, Circle 2 Jabalpur,

) 7 A

Circle 1 Satna, Circle Sendhwa and Circle Vidisha'™
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Test check of records of 15 umts revealed that in 160 cases RRC for the period
" 1965-66to 2002-03 were issued to various States between April 1999 and March
2004. No follow up action to effect the recovery was taken even after a lapse of one to
six years. The Department stated that they did not get any -information from the
concerned States. : :

A mechanism for prompt transfer’ of RRC cases to concerned authorities in places
outside the State to. which they have shifted their business or residence and. their -
follow up is requ1red to be developed for collectlon of Government dues.

2 2. 1 5 o Non musmg of demand for process ex; penses '

._ Under the provisions of Madhya Pradesh Lokdhan (Shodhya Rashiyon Ki Vasuli)
“Adhiniyam, 1987, the process expense at the rate of three per cent of the principal

a - -amount, due from the defaulter, shall be included in addltlon to other charges in the

demand notice to be 1ssued to the defaulter

Test check of records of 11 circle offices'' revealed that the process expenses

'~ ‘amounting to Rs.82. 32 lakh on prmmpal amount of Rs.27.44 crore recoverable from
. 200 defaulters were not iricluded in the relevant demand notices issued to the
. defaulters durlng the period between May 1999 and March 2004.

After this was pomted out, the Department and Government stated in July 2005 that
~ recovery proceedings were initiated under the MPLR: Code and no process expenses
as such were levied/included in the demand notice.

The reply of the Department/Government was not tenable in view of the provisions of
- section 3 of the Adhiniyam, which clearly prov1des for inclusion of process expenses
at the rate of three per cent of the prmmpal amount.

2216 Conclusion |

It would be seen from the above that there was lack of internal control mechanism for
~monitoring RRCs cases under MPLR Code and Rules made thereunder. The abnormal
delay in initiation of RRCs, non drsposal of attached properties and non follow up of

action against RRCs sent to concerned authorities of other states for revenue
realisation resulted in non recovery of huge amount of Govemment revenue.
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* Chapter- IT— Commercial Tax

Madhya Pradesh Vanljyzk Kar Adhznzyam 1994 (Adhmzyam) and notlﬁcatlons issued

.thereunder specify the rates of commercial tax lev1able on sale of different
commodities. |

Test check of records in 13 reglonal ofﬁces and 11 circle ofﬁces Tevealed between
June 2003 to December 2004 that in 25 cases assessed between July 2001 and January

12005 for the penod from Apml 1996 to March 2002, tax on sales turnover of
Rs.24.50 crore was levied at incorrect rates. This resulted in under assessment of tax

"amounting to Rs.1:43 crore. A few 111ustrat1ve cases are shown as under:”

e e e e S e = e e i
- - - - - . e [ N - ae . -

. L A A S L
= - an n ok -

1 _(Rupees in lakh)
! l Sl | Name | No.of Dateof | Taxable | Rateoftax . |Tax | Natureof
j § No. | of Unit | cases/ assessment | turn- : paid observat-ion
4|f | © | Assessment i over levi d-' levi ]t»]l short
:‘ ! year - . _ evie eviable
l 1. 2. 3. 4. |5 | 6 VA 8 -9,
| ' o g _
M 1. | RAC 3 No[vember 1,149 4.6/ 13.8 -] 102.72 | Pigment
- Ujjain | 1999-2000 200{2» . 1920 | ‘ | (dye) was
i /1 2000-2001 | December |- ) o ‘ treated as
! 2001-2002 | 2002 - o chemical
E January ‘
i ‘ 200-5

Remarks:- The Department stated that the case was demded on the basis of a clarlﬁcatlon
issued by CCT, wherein pigment! was treated as chemical. The clarification. 'was contrary to the |
provisions of the Act, as pigment (dye) is covered by a specific entry in the Act and is taxable at
13.8 per cent. Tax of Rs.102.72 lakh has been calculated at the rate of 4.6 and 9. 2 per cent.

2 |rac | 1 Apr1112003 4675 |69 |92 1.07 - | Mosquito

Indore | 1999-2000 Co : - | repellant

- ’ | machines
treated as
| electrical
’ i , , , _ goods

| Remarks:- The Department stated that mosquito repellant machine was an electric goods and
not a machlne The reply was not tenable as Kerala High Court in its decision dated 28.8. 2000
| held that mosquito repellant is not an electncal goods.

B

1 Regional Offices Gwa'lifor.(Z), Indore (6), Jabalpur, Satna and Ujjain (3)
B Circle Offices.: Bhopal, Dhar, Gwalior (2),,Indorev (6) and Sagar
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BRI T ] T Fr et B Y S B )
3.|cto | 2 |Juy2001. [3765 |4 |6 |05 |Craftpaper
Sagar . | 1996-97 A BT L v | istreated as
: ' ' T ‘ S packing
| material

Remarks:- The Department stated that the craft paper if used as packing material should be at
| four per cent and tax was levied accordlngly The -reply of the Department was not tenable as
| craft paper in. this case was sold by a wholesale dealer to retail dealers. There was nothing on
record to say that it was purchased for: packing: purposes. Consequently, it should have been.
' '--taxed at six per cent instead of four per cent. :

4. |RAC | 1 | April 128. |4 9.2 6.66 | Thermit
- | Gwalior- | 1999 2000» 2003 | A : | portion was

N . ' - treated as

iron steel

- Remarks The Department stated that thermlt portlon was mlxture of iron steel. The
contention was not correct as thermit portlon consists of ferric oxide (Fe203) ‘steel cuttings, |
ferro alloy and aluminium granules; as such, it is not a mixture of only iron steel and should

'-therefore be taxed at the rate of 9 2 per cent treatmg it as an unspecified goods. :

s.|RAC | 1 - | December | 9.49 - 23 |92 065 | Ghee was
| Ujjain | 2000-2001 { 2003 b b taxedas
' - S 1 - | hydrogenated

) oil.

‘ -Remarks The Department stated that dealer sold hydlogenated vegetable oil. Reply is.not |
tenablc because as per purchase list ghee was purchased and sold ’

6. CTO e 1 i Ap_ril 2003- ‘;_65.:60 -] 6/8- 8/12 - _l.76 Transfor-
" '| Bhopal | 1999-2000 : B R - | - | merswere
: ' - R | treatedas
electronics
-instead of
- |.electrical
S goodS- '

.’ Remarks -The Department stated that transformers were cla351ﬁed as electromc goods as per-l ‘
notlﬁcatlon dated 14.5.1997. The. reply of the Department was not tenable as there was no
such entry in the notlﬁcatlon The rate of tax on transformers is. 8/ 12 percent as per schedule II
or the Act. - :

: After this was pomted out, RAC I'ldore accepted thc audrt observatlon in one case and
rarsed a demand of Rs. 10.60 lakh. No reply was rece1ved in 15 cases WhllC in nine
cases| the Department did not accept the. audlt contentlon

:'In remalnmg cases ﬁnal reply has not been recerved (December 2005)




Chapter- Il — Commercicl Tax

2.4  Non/short levy of purchase tax

Adhiniyam, Rules and notifications issued thereunder, provide levy of tax on
purchase value of any raw material or incidental goods purchased without payment of
tax and which are consumed or used in the manufacture of finished goods. If goods so
purchased or the finished goods manufactured from such goods are transferred outside
the state, purchase tax is leviable. The rate of tax on aluminium ingots was enhanced
from two per cent to four per cent with effect from 01.01.2000. Surcharge at the rate
of 15 per cent of tax was also leviable.

24.1 Test check of records of regional office, Indore revealed in June 2004
that a dealer holding an eligibility certificate assessed in March 2003 for the period
1999-2000 purchased aluminium ingots valued at Rs.5.29 crore. The assessing
authority levied a tax of Rs.12.16 lakh at the pre-revised rates instead of Rs.24.32
lakh, resulting in short levy of tax.

2:4.2 During audit of regional offices, Gwalior and Indore, it was noticed
that PVC compound and other raw material and incidental goods, valued at
Rs.7.54 crore were utilised in the manufacture of finished goods by three dealers
availing exemption from payment of tax under Sales Tax Incentive Scheme, 1994
assessed for the period 1998-1999 and 2000-2001 in June 2002 and February 2004.
Purchase tax at the rate of 4.6 per cent was leviable. This resulted in non levy of
purchase tax amounting to Rs.34.68 lakh. In one case, regional authority Indore raised
demand of Rs.6.84 lakh and in two cases the regional assessing officer Gwalior stated
that tax will be calculated/levied.

243 In five cases of four dealers at Regional Office Gwalior and three
circle offices'* assessed between May 2002 and December 2003 for the period from
1998-1999 to 2000-2001, it was noticed between March and October 2004 that raw
material valued at Rs.3.23 crore was purchased and used/consumed in the
manufacture of other goods for sale, although the goods were purchased without
payment of tax and no purchase tax was levied by assessing authorities. This resulted
in non levy of purchase tax of Rs.10.37 lakh.

After this was pointed out, assessing authority Indore raised demand in two cases
while reply in the remaining cases has not been received.

The matter was reported to the Department and the Government (between April 2004
and February 2005); their reply has not been received (December 2005).

2.5  Non recovery of commercial tax from closed units —’

Under Adhiniyam and notifications issued thereunder, new industrial units availing
exemption from payment of tax under Tax Exemption Scheme 1994; shall keep the
unit in operation during the period of exemption and also for a further period of five
years from the date of expiry of the exemption, failing which the eligibility certificate

14
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Audit Report (Reyeﬁue Receipts) for the year ended 31 March 2005

shall be cancelled with consequent recovery of amount of tax exemption availed by
" the unit. s '

- Test check of records at two regional offices, Indore and Ujjain, revealed that two " -
industrial units- were allowed exempt1on from .payment of tax under exemption
scheme for the penod from 1.2.1997 to 31.1.2006" and 4.1.1995 to 3.1.2000
respectlvely Of these, one unit closed its business during the period of exemptlon
‘while the other unit closed its business within six months of the expiry of
exemption- penod Therefore the amount of tax exemption availed was recoverable.
No action was, however, taken by the Department to recover the same. This deprived
- the Government of revenue of Rs.2.96 crore.

The miatter was reported to the Department and the Govemment (between December
2004 and March 2005); their reply had not been received. (December 2005)

Under the Adhzmyam read with Central Sales Tax Act, 1956 and Rules and
notifications issued thereunder, commercial tax is not leviable on sale of goods"
specified’ in the scheduleI and those exempted by Government by issue of
notification. '

Test check of records at reglonal offices Indore and Gwalior and circle offices Bhopal
and Indore in six cases assessed between September 2000 and February 2004 for the
perlod 1997 98 to 2000 01, revealed that incorrect deduction of fibre glass cloth,
HDPE/PP"" fabrics and diesel engine valued at Rs.11.41 crore treated as tax free items
was. allowed This re<ulted in non levy of tax of Rs.1.54 crore at specified rates.

After this was. pomted out between March 2003 and March 2005 the assessing
authorities in four cases stated that HDPE fabrics are exempt under schedule-I and
notification dated 24.08.2000. Reply was not tenable as PVC. fabrics is taxable under
entry No. 42 of schedule-II and notification does not exempt goods manufactured in
mills, while in case of Indore demand of Rs.2 lakh was raised, which was reduced to
Rs.0.17 lakh by appellate authority.

Emal reply in other cases is awaited (December 2005).

As per MP Deferment of Payment of Tax Rules 1994 .and Tax Exemption Scheme
1995, facility of exemption and deferment can be availed of by non conventional
power generating units generating electricity. from non conventional sources who hold
a provxslonal eli glblllty certlﬁcate issued by the state level committee. The provisional

) HDPE — High Density Poly Ethelene also known as PVC fabt zc/
o PP — Poly Prog ylene
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Chapter- Il — Commercial Tax

. | .
certificate is valid for six months or up to the date of issue of permanent eligibility
certificate, whichever is earlier. ¥ o ' S

*“Test check of records. at regionalJ office, Gwelior,' revealed in September 2004 that

- provisional eligibility certificates was issued on 11 July 1997 to an indus_trial‘unit for-
availing-exemption' and defermenq. of tax under the scheme. This was not followed by

'. ~ --permanent eligibility certificate. The provisional eligibility certificate though liable to

be ‘cancelled on 10 January 1998 i.e.  after a lapse of six months, was not.

"+ cancelled. However, the assessing authority while finalising: the assessments for the
. year 1997-98 in December'’ 2003 allowed exemption of tax of Rs.1.17 crore and

" deferment of Rs.0.50 crore on manufacture and sale ‘of transformers and conductors
“valued at Rs.24.78 crore, which 'was incorrect. This resulted in non realisation of

-

.. Government revenue of Rs.1.67 crore.

o Aﬁer this was pointed out, the !as‘sessingaufhority forwarded the case to higher
- authority for final action (May 2005).

h The matter was reported to the Department and the Government .(December 2004);

o _their reply had not been received. . .

Under Adhiniyam‘ and.Rules made thereunder, taxable turnover is determined after

<+ allowing admissible deductions. Every dealer is required to mairitain a correct account
-« of his-transactions, failing which penalty and interest is leviable under the provisions

| “of Act.

i

* Testcheck of f'e,c_or(iS at four regional offices'® and three circle offices!” revealed

o ‘_b,_etween June 2003 and October 2@04 that in Scven cases-assessed between May 2002 . :'::' N
*‘and February 2004 for the period April 1998 to March 2001, taxable turnover was:”

| - determined less by Rs.5.27 crore which resulted in short levy of taxot;Rs;3498 lakh -

o _besides penalty and interest of Rs.7.47 lakh.

R A’f_te'r- this was 'pd"inted out, the Defjartment-acc'epted audit observations in three cases

L ‘cases. 'In'one::»ca'se,"fthe. Départiner"nt did not accept audit observation: stating' that ‘the'

“and raised 2 demand of Rs.4.31 lakh in these cases. No reply was received in two. .

total ‘purchases made were Rs.25.71 lakh and not Rs.36.43 lakh. The reply of the
- Department” was not tenable as cross verification of the records with the entry tax
-;assessment_order'rev'ealed that the!dealer purchased goods valued Rs.36.43 lakh from

- outside the State. As such the dealer suppressed sale of Rs.10.72 lakh. In another case

- the, regiehél officer, Indore, stated J'that assessee submitted combined balance sheet for
_'manufa'cturing and trading units de sale. of tyre and tubes for Rs.2.70 crore was
disallowed.- The reply of the Department is not tenable as the sale disallowed was

715
"6-  - Indore (3) and Satria -~ b o
""" Bhopal and Indore (2)

- Original assessment was madl"e:in October 2000 - - - L

|
1
I
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Audit Report (Revenue Receipts) for the year e:ided 31 March 2005

related to excess production of manufacturing unit of the same dealer while audit
observation relates to trading unit of the same dealer.

The matter was reported to the Government between December 2003 and April 2005;
their reply has not been received.

2.9 Non/short levy of entry tax

Under Madhya Pradesh Sthaniya Kshetra Me Mal ke Pravesh Par Kar Adhinivam,
1976 and notifications issued thereunder, entry tax is leviable on goods entering into
local area for sale, use or consumption as raw material or as incidental goods or as
packing material, at the rates specified in the schedule.

Test check of records of regional office Gwalior and three circle offices Indore
revealed that in six cases of five dealers, assessed between May 2001 and January
2004 for the period April 1998 to March 2001, entry tax on goods valued at
Rs.9.30 crore, was either not levied or was levied at lower rates. This resulted in
non/short levy of entry tax of Rs.7.42 lakh.

After this was pointed out between March 2003 and December 2004, the assessing
authority at Gwalior and Indore raised demand of Rs.8 lakh including penalty of
Rs.1.87 lakh in five cases. Final action in one case is awaited.

The matter was reported to the Department and to the Government between July 2003
and December 2004; their reply has not been received.

2.10 Incorrect deduction of tax paid sales J

Adhiniyam, Rules and notification issued thereunder, provide deduction of tax paid
goods on which tax has been paid within the State, whereas tax paid packing material
sold alongwith the taxable goods shall attract tax at the same rate as applicable to such
goods.

Test check of records of two regional offices’® and two circle offices'” revealed that in
five cases of four dealers assessed for the year 1994-1995 to 2000-2001 between
July 2000 and September 2003, sale of bitumen, cement and bhardana i.e. packing
material of oil cake valued at Rs.1.52 crore was treated as tax paid goods and
deduction of tax was incorrectly allowed. The incorrect deduction resulted in short
levy of tax of Rs.11.68 lakh.

After this was pointed out in audit between January 2002 and November 2004, the
assessing authority at Bhopal, Gwalior and Guna raised demand of Rs.10.22 lakh,
against three dealers whereas the assessing authority at Khandwa stated in
November 2004 that tax paid sale of bardana was assessed correctly in view of

18

Bhopal and Kl.andwa
Guna and Gwalior

2€



Chap‘rer- II - Commercial Tax

decision of Hon'ble High Court-of Madhya Pradesh?. Reply -of the Department is not
tenable in view of specific provisions of the Act as well as in view of the decision of
Hon'ble Supreme Court of India?! which held that packing material sold with the
© 8oods is taxable as goods itself. : ' '

The matter was reported to the Department and the Government (between
March 2002 and January 2005); their reply had not been received. (December 2005)

Under the Madhya Pradesh Vrittikar Adhiniyam, 1995 every person who is in A
employment either wholly or in part in Madhya Pradesh, shall be liable to pay
profession tax as per schedule. Inf the case of employees of the State and Central
Goverament, drawing and disbursing officer shall deduct the amount of tax payable
from paybills of the employees ' in 12 ‘monthly instalments and ‘deposit it in.
Govermnment account. - J

Test check of records at Barwaha office of Commandant, Central Industrial Security
Force (CISF) for the period from September 2000 to August 2004 revealed in
September 2004 that - professioq’ tax of Rs.8.96 lakh for the period from
September 2000 to-October 2001 was neither deducted by the employer nor deposited
by the employees in Government account. This deprived Government of the revenue
of Rs.8.96 lakh. '
After this was pointed out in Septen‘mber 2004, the officer incharge stated that action to

recover the amount has been taken 1;‘1p with higher-authorities of CISF.

The matter was reported to the D“epartment and the Government in October 2004;
Further progress made in recovery of the amount has not been received

(December 2005). |

20 M/s Raymond Cement Vs State of MP (HC) (1997) 30 VKN 219 MP
2 M/s Premier Breweries V/s State of Kerala (Supreme Court) (1999) 32 VKN 317
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

32 Prbii@tﬁﬁﬁf}iﬁﬁ;&lcohol not in consonance with sugar contents

3.2.1 Productlon‘ of Alcohol ni)ﬁn conSonance with the provisions
of Rules

Madhya Pradesh Distillery Rules, 1995 require the distillers to maintain minimum
fermentable and distillation efficiencies at 84 and 97 per cent respectively. Every
quintal of fermentable sugar present in molasses as per departmental laboratory
reports should yield minimum 91.8 proof litres (PL) of alcohol. For this purpose,
composite samples of the molasses are required to be drawn by the officer in charge
of the distillery after the end of each week and sent for examination to the
departmental laboratory. In case, the distiller fails to maintain prescribed efficiencies

and recovery of alcohol, the Excise Commissioner may impose maximum penalty of
Rs.30 per PL.

Test check of records of two distilleries' revealed between September and December
2004 that as per chemical analysis report of departmental laboratory 37,551 quintal
fermentable sugar was contained in 99,915 quintal of molasses used by the distillers
during the period from November 2003 to August 2004. The production of alcohol
should have been 34,47,184 PL instead of actual production of 32,31,101 PL resulting
in short production of 2,16,083 PL of alcohol. However, the district excise officers
(DEOs) did not refer the cases to the Excise Commissioner for levy of penalty of
Rs.64.82 lakh.

After this was pointed out in audit, the DEOs (Distilleries) stated that production was
according to the Rules. The reply of the DEOs (Distilleries) was not tenable as the
production was not according to the chemical analysis report of the departmental
laboratory as provided in the Rules, but was lower than the prescribed norms. As such
proceedings for levy of penalty should have been initiated by the DEOs.

3 z .2 Non| pmv:snon of norms for productlon of alcohol from base other
than molasses : o

The State Government has not laid down any norms for production of alcohol from
base cther than molasses even after commitment given by the Excise Commissioner
(EC) in June 1997. However, as per provisions of Technical Excise Manual (TEM), a
quintal of grain that may consist of wheat, jawar and bajara should yield 40.03 PL of
alcohol while starch should yield 118.6 PL of alcohol.

: M/s Associated Alcohol and Breweries Khodigram Barwah, Khargone

M/s Som Distillery Sehatganj, Raisen
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R Chapter—III—Stéte-Excise |

Test check -of records of three distilleries® revealed that the distilleries used
1,13,160 quintal grain and 81 494 quintal of flour during No(rember 2003 to October
2004 and produced 86.97 lakh PL of alcohol as against 141.95 lakh PL _produceable
under the provision of TEM. This resulted in short production of 54.98 lakh-PL of .

alcohol involving excise duty of Rs.44. 73 crore.

The matter was reported to the Department 1n August 2004 and to the Government in
March 2005; their reply has not been received.

Madhya Pradesh Foreign quuor‘ Rules 1996 provide that on expiry or cance]l]latlou of
the licence in form FL-9/FL-9A] the licensee may place the entire stock of spirit and
bottled foreign liquor, under the control of the DEO/Assistant Excise Commissioner
(AEC). However, he can be p
licensee within 30 days of such expiry or cancellation, failing which the Excise
‘Commissioner may ask any other licensee of the state to purchase such stocks or may
give necessary direction for the dlsposal of the stock. :

“Test check of records of AEC) Bhopal revealed in March 2005 that 2,791.53 PL_
foreign liquor and 42,120.94 PL of spirit 1nvolv1ng excise duty of Rs.67.37 lakh was

not disposed of even after 24 mouths of expiry of licence of one licensee on 31 March .
2003. No efforts were made by licensee/Department to dispose of the stock. Thls

resulted i innon reahsauon of Government revenue to that extent.

After thlS was pointed out in audlt AEC stated that the matter was reported to EC for
disposal. :

J A -
The matter was reported to the Department and to the Government in April 2005.

Madhya Pradesh Foreign Ltquor Rules, 1996 provide for export of forelgn liquor/beer

within India on payment of duty or on ﬁu’mshmg a bank guarantee or on executing a -

bond with adequate solvent sureties for the amount of duty involved. Rules also

provide that the leviable duty is to be recovered if verification reports from importing

units of foreign liquor/beer are not furnished by the exporter within the specified
) .Qenod of 21 days.

- Test check of records of seven dlstrlcts between June 2004 and March 2005 revealed.
' that exc1se ‘duty of Rs.4.06 crore was recoverable from hcensees on export of

? M/s Great Gallion Se]waya Dhar

M/s Associated Alcohol and Brewery Khodzgram Barwah Khargone
M/s Som Distillery Pvt. Ltd. Sehatganj Raisen -

Bhind, Bhopal Chhatarpur Gwalzor Indore Morena and Razsen
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- Chapter-Ill State Excise -

_ Madhya Pradesh Distillery Rules 1995 requlre lrcensees to malntam prescrrbed-
~ minimum stock of spirit at the dlstlllery A penalty not exceedlng Rs'5 per PLmay be =
leviable on the quantrty found short of the mlnlmum prescrrbed stock by the Excrse_‘ S

Commrssmner

_ Test check of records of DEO’s of ﬁve dlstlllerres between June and lDecember 2004.'"_ S
revealed that the distillers did not maintain’ prescribed minimum stock of spirit on " '
41 occasions dunng December 2003 to November 2004. DEOs did not initiate any S

action - to send the case to EC forr levy of penalty of Rs.2.85 crore on 57. 13 Jakh PL -
spirit found short. The EC also’ dld not monitor the mamtenance of stock. though a-
return in th1s regard was belng sent to h1m by the DEOs » :

- The matter was reported to the ]Department and the Govemment between August 2004 B
to February 2005; therr reply has not been recelved (lDecember 2005) T

may purchase rectified spirit at the prevalent open. market. at the risk and cost of the -

- licensee. Further, the Excise Commissioner may impose a penalty not exceedmg

Rs.2 per PL on ‘the quantity found short of the prescribed mlnlmum stock. -

. Test check of records of DEOs of Barwam and Bhopal revealed between J anuary and

© " March 2005 that adistillery was granted a licence for: supply of country liquor for the
- period from 25 May 2004 to 31 March 2005. As the licensee. farled to maintain supply -

. of liquor durmg October 2004 to -February 2005, ‘the excise officers purchased'

- 1,41,770 PL of rectified spirit from another distillery at the rate of Rs.21. 50 per PL

" against the licensee's rates between Rs.0.43 and Rs.0.88. per PL. The Department did’

not initiate any action to refer the cases to EC for 1mp051t10n of penalty and recovery
of difference amount. This resulted in non recovery of Rs.29.77 lakh. Besides a
penalty of Rs.22.94 lakh was also not imposed on 11 47 lakh PL of spmt found short
of the prescrlbed minimum stock.

The matter was reported to the Department and to the Government between February
and April 2005; thelr reply has not been recelved (December 2005). ’

>l M/s Great Galleon Sejwa}a Dhar

M/s Rairu Distillery Ranu Gwalior

M/s Associated Alcohol and Breweries, Khargone
M/s Som Distiliery Sehatganj, Raisen

M/s Ratlam Alcohol and Carbon dioxide, Ratlam
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Madhya Pradesh Country Splnthules 1995 provide that the licensee" is hable to'_- -
- maintain uninterrupted -supply of country spirit to the retail vendors- and prescribed s
~minimum stock of spirit and ﬁlled bottles at the warehouses falllng Wthh ‘the DEO"



Madhya Pradesh Dlst1llery Rules 1995 provrde that if the expend1ture mcurred on the
establishment in a dlstlllery exceeds five per cent of revenue earned on the issue of
" spirit therefrom by export fee or any other levy, the amount in excess of ﬁve per cent . -
'shall be reallsed from the drstlller :

: Test check of records -of four dlstrlct exmse ofﬁces between June and December
~2004 revealed ‘that: expendrture incurred om estabhshment in six’ distilleries’ was
Rs 17.51 lakh and the revenue earhed by Government was Rs.47.29 lakh during 2002-
. _03 to 2003 04. Consequently an amount -of Rs.15. 15 lakh incurred in’ ‘excess . of five
. per ceit of revenue earned was required to be realised. from the distilleries: No action
- was taken by the Department to recover the same. - :

After this was pomted out'in audit, all the excise ofﬁcers stated. between June and

.- December 2004 that, excess expendrture on estabhshment was not deposited by the

- dlStllleI‘S The reply is not tenable as the ofﬁcers have not taken any steps to recover -
' the same. Ce

: The matter ‘was- reported to the Department and the Govemment (between August
2004 and March 200.>) the1r reply has. not been received (December 2005).

‘_Madhya Pradesh Country Spmt Rules, 1995. allow a maximum wastage of 0.5 per -
~‘cent in transit by breakage of bottles transported from manufacturing warehouses to-
'storage warehouses. ‘On deficiencies oceurring in excess of the allowable wastage, the

EE dlstrllery/supply contractor is llable to’ pay ex01se duty with- penalty not exceeding
'Rs 30 per PL. T : '

-Scrutmy of the records of six d1strrcts revealed that transit wastage of 0.23 lakh PL of
country liquor allowed during transit in 1,316 cases during the period between
- October 2000 and September 2004 was in excess of the permissible limits. The -
licensee was liable to pay excise duty of Rs.7.70 lakh on excess wastage of country’
hquor Besides penalty of Rs.6.90 lakh was also leviable. The Department did not
levy the same resultmg n short realisation of Govemment revenue of Rs.14.60 lakh.

The matter was reported to the Department and the Government between May 2003
'and February 2005 the1r reply has not been received. (December 2005)

Dhar, Gwalzor Khargone and Raisen .

1. M/s Great Galleon Pvt. Ltd. Sejwaya, Dhar '

2. M/s Qasis Dzstzllery Borali Dhar
3. M/s Gwalzorl' Dzstzllery Raira, Gwalior = _
4. M/s Assoczared Alcohol and Brewery K, hodigram Khargone
5. M/s Agrawal Distillery Sabalpur Barwah, Khargone '

6. M/s Som Dzstzllery Sehatganj Raisen

Dhar, Harda, Panna, Sidhi, Sheopur and.U]jam




' Chapter—]f] _State Excis_eri.,,

Madhya Pradesh Excise Act an<’i Rules made thereunder provrde that auy licenced
vendor of intoxicant may be requlred to purchase the intoxicants left- by another_

'hcensee on the payment of such price as the DEO may determine.

Test check of records of AEC Shajapur revealed in November 2004 that 10 country
liquor shops run departmentally between April and October 2004 were allotted to the *

 retail vendors for the rest of the’financml year. The balance of liquor in these shops - o

was transferred to the new licensees, but the excise duty, cost of empty bottles. and
sealing charges amounting to Rs. 5 93 lakh were not recovered from them.

- After this was pointed out, AEC stated in November 2004 that actlon for recovery.
would be taken. : .

The matter was reported to the ]Department and the Government between Ji anuary and S

-March 2005; theirreply has not been received (December 2005). -







Test check of records relating: to taxes on vehicles- during the year 2004-05 revealed :
non assessment of tax and losses of revenue amounting to. Rs.68. 79 crore in - -
2,100 cases Whlch can broadly be categonsed as under:

(Rupees in crore)

| Sk Ne. o "Cm’feg@n'y - o _Nnﬁ'mber@ﬁ' cases Am@mﬁt
| O Non/short levy of vehlclc tax, penalty | 620 . 5.57
| and composition fee on pubhc service - -
: vehncles
2. | Non/short levy ofvehicle taxand | 695 158
-~ | penalty on goods vehicles ‘ . ‘ ‘ :
3. fothes | 4 | 3005
4. '-‘Arrea,rs-of Motor_Vehic}e Tax o 1 ‘ 22239
Tm_taﬂ' R 2‘,;]1@0._ _ '-6&79

During the year 2004-05, the’Department accepted underassessment of tax of
Rs.46.40 crore involving 2 099 cases which were ponnted out in audit during 2004-05.

An amount of Rs.27.70 lakh had been recovered in seven cases during the year
2004-05. '

A few illustrative cases mvolvmg Rs.6.35 crore hngh]llghtmg important cases are
mentioned in this chaptelr !




. Aua’zt Report (Reveﬁue é]{eceipts)‘for the ye}qrﬁéhd'ed 31 March 2005

' 4 2 I.. Introductwn :

Madhya Pradesh Motor Kar adhan Adhzmyam (Adhzmyam) 1991 provides that tax
shall be levied on every motor vehicle used or kept for use in the State at the rate
. specified . in the Adhmzyam and in accordance with the Madhya Pradésh  Motor
Vehicle Rules, 1994 (Rules). made thereunder. The tax levied under the Adhiniyam
shall be paid either monthly, quarterly, half yearly or yearly in advance by the owner .
g of the motor vehicle. “Where the owner of a vehicle fails to file declaration of payment
of tax, taxation authonty may on the basis of 1nformat10n available-with it, after
. giving-the owner of ;vehrcle an’opportunity of being heard in writing; determine the

~amount_ of tax and penalty and initiate proceedlngs to recover the amount. of tax,
~_penalty. and interest without any . delay.. Where tax in respect of a motor vehicle is o
‘paid, the taxation authonty shall issue a certificate to the owner of the vehlcle The

fact of tax being pard shall be recorded in'the RC of the vehlcle

' lf the tax dues are not paid w1th1n the prescrlbed t1me the owner of the vehlcle is -
. liable to pay-a penalty for the default of ‘each month orpart thereof In addition,
-, Interest is also requlred to be levied after six ‘months from the exprry of the due date

If any owner falls to pay the tax due, penalty or interest payable under this Act the o

- -taxation authority tol whom such amount is payable shall serve on the owner a nétice
in Form 'E-2' for the sum -payable to the State Govemment After servrce of notice, if
. within seven days, the sum.is not paid, it is recoverable as arrears of land revenue -
~under Madhya Pradesh Land .Revenue Code (MPLR Code) 1959. The power of
recovery of arrears- as arrears of land revenue was delegated by the State Government .
to all- Reglonal Transport Authorities (RTOs), Additional Reglonal Transport an
Authorltres (ARTOS) w1th effect from 9 December 1969. - '

422 Posztton of arreqrs

‘With a view to: assess the posrtlon of arrears in the Department the Rules prov1de for -

the maintenance of demand and recovery register. The Commrssmner Transport (TC) _

- . also prescnbed submrssron of monthly, quarterly’ and yearly retums in order to watch o

the progress of recovery of arrears of tax

Test check of records inTC ofﬁce in 2004 revealed that though monthly retums were.
‘ ',ibemg sent by the umts ‘these were not complled in the TC office; as such; the year -
~ ‘wise position of arrears pending collection was not-available. After this was pointed -
out, the Department stated that mformatron was being’ collected and on its receipt -

| N would be furnished to audit;

The yearwrse posrtron of outstandmg arrears collected from Audrt Reports as'.on
31 March 2004 was; as under: o :
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Chapter-1V-Taxes on Vehicles

(Rupees in crore)

SL Year Motor vehicle tax revenue | Arrear of motor vehicle tax |

No. collected during the year | at the end of the year
(private owners)

1. 1999-2000 402.01 20.80 -

2. | 2000-2001 405.90 11.09

3. 2001-2002 393.33 18.39

: |

4. | 2002-2003 428.64 18.34 |
7 5. 2003-2004 454.92 20.35
e Correlc}ness of the arrears | :

Test check of records of the five RTOs', five ARTOs” and DTO Sidhi and Tikamgarh
revealed that there was wide variation in the figures of arrears furnished to TC by the
units and actual arrears available with the units.

(Rupees in lakh)

Fig;c of

SL Name of Actual figure Difference | Percentage
No. Units arrears as | of arrears as of
per TC per units variation
record audited
1 Bhopal 42.06 176.70 134.64 320.11
2. | Chhatarpur 9.24 64.77 55.53 600.97
3. | Chhindwara 66.00 145.51 79.51 120.46
4. Gwalior 660.91 770.65 109.74 16.60
5. | Hoshangabad |  06.40 42.26 35.86 560.31 |
6. Khandwa 26.47° 30.72 4.25 16.06
7. Morena 149.84 258.50 108.66 12,31
Sagar 78.13 106.50 28.37 36.31
9. Seoni 3.22 125.98 122.76 3812.42
10. ? Shahdol 1548 132.11 116.63 753.42
I1. | Sidh 165.31 180.31 15.00 9.07
12. | Tikamgarh 12.10 73.84 61.74 51025
1,235.16 2,107.85 | 872.69

I

Bhopal, Gwalior, Hoshangabad, Morena and Sagar
Chhatarpur, Chhindwara, Khandwa, Shahdol and Sidhi
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

This indicates that report of position of arrears was not reliable and needed
reconciliation. A close monitoring for watching correctness of arrears was required to
be done at the apex level.

° Age wise analysis of arrears of units test checked

Private owners
(Rupees in crore)

S. No. Period Amount |
1. | More than 10 years ‘ 1.69 1
2. 51010 years 3.96
| 3. |3t05 years B 4.60
4. 1 to 3 years 11.34
‘ Total 1 21.59 crore’

® Madhya Pradesh State Road Transport Corporation

‘Rupees in crore)

S. No. Period Amount
1. More than 15 years old 239.41
2, 10 to 15 years old 24453
3. 5 to 10 years old 1,182.91
| 4. [ 3to5yearsold 245.47
? 5. 1to3 yearsold | 719.48 |
| Total 2.631.80 ;

Four DTO's* were separated from RTO Bhopal from July 1999. These DTOs were
empowered as assessing authority of their respective districts. Arrears of tax, penalty
and interest Rs.58.22 lakh pertaining to these districts was shown as transferred by
RTO Bhopal in January 2001 to respective districts. This amount was deducted from
the arrears of statement of RTO Bhopal. However, cross verification of arrears dues in
the respective districts reveaied that no such amount was accounted for. This resulted
in non accounting of arrears of Rs.58.22 lakh.

After this was pointed out in audit in September 2004, RTO Bhopal stated that audit
would be intimated after examination of the cases. Further progress had not been
received (December 2005).

This includes arrears of Rs.51.41 lakh in respect of ARTO Satna.
Rajgarh. Raisen, Sehore and Vidisha

40



- ——— - o n e ome
D T < 3y e il

: _cnsurc comphance with the rules’ ‘and departmental mstructl’ 1S whlch 'help

.1999- 2000 and 2000- Ol percentage of unlts test checked

E declaration’ of payment of tax requlred under sub: sectron 8 (1) or (2);:the: taxatlo

~ opportunity of ‘being heard, by hn order in writing* determme the amount- ofita

- . time as may be prescribed. |

D

T

S -

C/rapter—[ V-Taxes-o Vehicles
4.2.3 Improper mmntenance of tmtml recor ds

Under the provrslons of the A{d/muyam -every taxation authorlty sl 'll "aiir n
a.demand and ‘recovery register jof taxes in the prescribed ‘form showmg detaﬂ of
pdymcnt made by vehrcle owners‘ and posmon of arrears pendmg collect1 ’

E urther tcst check of records of five RTOs four ARTOS dnd DTO leamcarh
revealed that the- taxatron authoutles had not mamtamed the regrster at.all. In absenc
of this, Department was.not in a posrtron to exercrse effectlve watch over the recovery
ofoutstandmg anears from defaulters e :

424 Internal faudit

prevention and detection of fraud and other 1rregu1ar1t1es

Test check of records of TC ofﬁcc revcaled in August 2004‘” that no, 1te
conducted during the" year. 2000-2001, 2001-2002 and: 2003 ’)004

! ,
After thrs was pomted out in audit in August 2004 the T
be conducted due to shor taoc of staff : \

|

4. 2 5 F qure of tlxe Department to rewver arrears vf tax

® Accordmg to’ thc provrslons of the Ad/muyam, where the own_,_ ,fails:':-to “fil

authority may on: the basis of mfomlatron avarlable w1th it and after - grvm0 a

payable by such owner and mtrm‘ate the same to hlm m such form and 'w1thl'

Test check of records of five RT@s , five ARTOs and foul DTOs revealed_th
amount of Rs.14.86 crore was outstandmo against private vehlcle owners“for,;the W
period between April 1999 to March 2004. There was nothmg on records; {0 show” o
when first notice for payment of] the dues was issued to-the: defaulters. "B és: the‘; T

. penalty and interest payable by the defaulters was not worked out by the Departmeut
- The Department had not taken any action to recover- the dues as arrears of I'md'”f"
revenue. ‘ ’ o TS

Bhopal, Gwa/zoz Morena and Sagar

Chhattarpur, Chhindwara, Seom and S/mlzdol .
Bhopal, Gwalior, Hos/zangabad Morena and Sagar -
Chhindwara, Satna, Seoni and Shahdol ' R
Bhopal, Gwalior, flos/zalrgagad Morena and Sagar
- Chhatarpur, Dhar, K/zanduat Satna and Shahdol = .

Bhind, S/uvpuu Szd/u and Tzkamgath
B

TN

10 -
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

After this was pointed out in audit between June 2004 and August 2005, the
concerned RTOs/ARTOs and DTOs stated that action for recovery of arrears would
be taken after examination of the cases. Further progress of action taken had not been
received (December 2005).

° According to the provisions of Adhiniyam and Rules made thereunder, where
any owner fails to pay the tax or penalty or both, the taxation authority shall serve on
such owner a notice of demand for the sum payable to the State Government. In case
of failure to pay the sum contained in the notice within seven days of the service of
notice, the taxation authority may proceed to recover the amount as arrears of land
revenue.

Test check of records of four RTOs', four ARTOs" and five DTOs"™ between
June 2004 and August 2005 revealed that though demand notices were issued between
April 1999 and March 2004 to 1,739 owners for recovery of arrears of tax and penalty
amounting to Rs.6.53 crore for the period falling between April 1999 and
March 2004, the same was not paid by the owners of the vehicle. Thereafter, no action
for issuc of RRC was taken by the Department. Failure on the part of the taxation
authorities resulted in non recovery of tax including penalty of Rs.6.53 crore.

After this was pointed out in audit between June 2004 and August 2005, the
RTO's/ARTO's and DTOs stated that action for recovery would be taken after
examination of the cases, whereas ARTO Seoni stated in one case that as per
information furnished by the Tahsildar Seoni there was no immovable property in the
name of defaulter. The reply of the department is not tenable as a letter of Tahsildar
mentioned that there was a pucca double storey shop in the name of the defaulter.
Further progress of recovery had not been received (December 2005).

4.2.6 Failure in taking follow up action in cases where dues are
irrecoverable

Under section 15(1)(2) of the Adhiniyam and the Rules made thereunder, a notice is to
be issued to the defaulter to deposit the dues within seven days from the date of
service of notice, failing which property of the defaulter is to be attached.

Test check of records of ARTO, in Seoni February 2005 revealed that in 37 cases,
recovery of tax of Rs.71.82 lakh for the period April 1999 to March 2004 could not be
made, as the details of property of the defaulters were not available with the
Department. In the absence of these details, no action could be taken by the
Department for recovery of the amount as arrears of land revenue. This resulted in
non recovery of arrear of Rs.71.82 lakh.

After this was pointed out in audit in February 2005, the ARTO Sconi stated that all
the channels for recovery have been exhausted. The reply of the Department was not
tenable as neither any effort was made to obtain details of property from Revenue
Department nor was the fact brought to the notice of TC.

Bhopal, Hoshangabad, Indore and Sagar
Chhatarpur, Cihindwara, Seoni and Shahdol
Jhabua, Narsinghpur, Raisen, Ratlam and Tikamgarh
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Chapter-1V-Taxes on Vehicles

4.2.7 Delay in rcassessme‘m of tax inspite of court orders _

Test check of record of the ARTO, Shahdol revealed that tax for six public service -
vehicles for the period bétween June 1997 and September 2001 was assessed and
notice of demand for Rs.30.60 lakh was issued in-the month of February 2003. The
owner filed petition in the court of law in August 2003 against the assessmeént order
passed by the taxation: authority. The Honourable High Court Jabalpur (14.11.2003)
afforded an opportunity of hear“ing to the petitioner after depositing a sum of
Rs.3 lakh within a period . of eight weeks with direction to assessing authority for
finalising the assessment as expeditiously as possible. Despite the deposit of Rs.3 lakh
within the prescribed period, the case was not finalised by assessing authority till.
September 2004. Delay on the part of the taxation authority in reassessing the tax,
resulted in non-recovery of tax of Rs.27.60 lakh. :

After this was pointed out in audit, the TC stated (August 2005) that action is
being taken for reassessing the case. Further progress had not been received.
(December 2005) ‘ ~ '

4.2.8 Recommendations

The following recommendations a}e made to improve and strengthen recovery efforts:

) the Department shou!d _evélve an effective mechanism for regular monitoring
and follow up of recovery action in each pending case.

o the Department should insist on the owners furnishing full details of their
residential address of business and properties both movable and immovable,
at the time of application for registration of vehicles which should thereafter
be properly recorded by the Department and regularly updated for reference
in the event o default; ‘ : : .

o the Department needs to take urgent action to improve the maintenance of
records which had proved to be a major hindrance in the initiation and
pursuance of effective recovery action. .

. |
- The matter was reported to the Government between December 2003 and April 2005; -

~ their reply had not been received (pecexnbel‘ 2005).

'

43 . Non recovery of vehicle tax and penalty

According to the provisions of the; Adhiniyam, and Rules made thereunder, a tax shall
be levied on every motor vehicle used or kept for use in the State at the rate specified
in the first schedule of the Adhiniyam. If the tax due has not been paid, the owner
shall in addition to the payment of tax due be liable to pay a penalty at the rate of one
third of the unpaid amount of tax for the default of each month or part thereof but not -
exceeding twice the unpaid amount of tax upto February 2003 and thereafter on
percentage basis. Where the owner fails to pay the tax or penalty or both, the taxation

authority shall serve a demand notice and recover the dues as arrears of land revenue.
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23 c101e in 1espect of '267 vchlgles plymg betwcen lulv 1999 - 

]ev1cd by the_ A
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récovered: Rs.3.95 lak
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Action taken in
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_Ch‘(zptéf-]‘ V:Taxes-_ onV e/,z_icl-‘(‘,{s":-— -

As per provisions of the Adhiniya‘m and Niyam, 1991 any motor vehicle of other State |
“is permitted to ply in the State under reciprocal transport agreement on payment of tax
to the designated authority at the rate prescribed, failing which the owner shall be

_liable to pay a penalty at the rate‘specrﬁed in the Adhiniyam. In case, the owner does
not pay the tax or penalty or both, the taxatlon authorlty may proceed to recover the
dues as arrears of land revenue. . |

" Test check of records of RTO Mo‘rena and Addl. RTO Mandsaur revealed that vehicle

tax of Rs.4.15 lakh and penalty of Rs.3.86 lakh in respect of 15 public service

vehicles of Rajasthan State plymg on inter State routes under reciprocal ‘transport

~ agreement during the period betw;een April 2002 and March 2004 was neither paid by
the vehicle owners nor was it recovered by the taxation authorities. This resulted in
non levy of tax and penalty of Rs‘8 01 lakh. 7 '

: After this was pointed out, the Transport Commissioner stated in August 2005 that an

“amount of Rs.2.23 lakh has been recovered. In other cases actlon is being taken to

- recover the amount. |

~ The matter was 1eported to the Govemment between March 2004 and January 2005
~their 1ep1y had not been received (December 2005).

|

o As per Government of Madhya ﬁradesh notlﬁcatron of February 2001, the regrstermgf' -

foe authorxty shall allot ‘the reserve regrstratlon mark in-any series in operation to any = .
- .vehicle on- recerpt of apphcatlon from the vehrcle owners and on recelpt of payment of SR

- - fee prescnbed

. Test check of records of ARTO Dhar and DTO Panna revealed that regnstratlon N

~ nuimbers reserved by the State Govemment were allotted by the registering authorities

to 434 vehlc]es between 20 Febr"uary 2001 and 31 March 2004 without recovery of )
. prescribed. fee: from the. vehlcle OWners. Ihrsresulted in loss of revenue amountmg to"
© Rs47.12lakh. -

' lAfter this was; pornted out the Transport Commlssroner stated in August 2005 that an

- amount of Rs.4.04 lakh has been recovered and i in remalmng cases actlon for recovery

. is being taken. e

_ The matter was reportcd to the Government between August and November 2004
their reply had not been rece_rved (December 2005)
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5 Results of

Test check of records relating to stamp duty, registration fee, entertainment duty,
assessment and collection of land revenue during the year 2004-05 revealed
non-assessment/underassessment|of revenue and non raising of demand amounting to
Rs.197.96 crore in 1,19,765 cases which can broadly be categorised as under:

(Rupees in crore)

Sl. No. Cautegon;'y Number of cases | - Amount
A: STAMP DUTY & REGISTRATION FEES . -
1. Inordinate delay in finalisation of cases 2,773 10.99
Short realisation of stamp duty and 136 0.67
registration fee due tc under valuation - '
of properties |
3. Incorrect exemption frd‘m payment of 762 0.68
stamp duty and registration fees
4. Loss due to misclassification of 113 0.66
’ documents
5. Other irregularities 591 - . 2.20
Total 4,375 15.20
o - B: ENTERTAINMENT DUTY
1. Non/short deposit of entertainment duty 110 0.12
: by the proprietors of VCR's and VCP's : ‘
2. Non recovery of security. deposit/ 406 0.31 -
entertainment duty from cable operators
3. Non recovery of entertainment duty - - -
4. Others 173 0.19
Total - , : 689 00.62 .
' C:| LAND REVENUE
1. Delay in collection of revenue against 25,670 67.08 .
Revenue Recovery Certificate _ '
2. Non/short assessment and non revision 4,372 24.16
e of diversion rent and premium . -
3. Non levy of Panchayat|cess and non - 44,123 22.44
realisation of fines and penalties o - A
4. Others ‘ ' 40,536. . 68.46
Total 1,14,701 182.14
Grand Total 1,19,765 197.96




o
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Audif Report (Revenue j’{ec‘eipts) for the year ended 31 March 2005

During -the year 2004 05, the Department accepted undelassessment of tax of
Rs.194.54 crore mvolvmg 1.19 lakh -cases of which 1.15 lakh cases involving
Rs.181.95 crore had been pointed out in audit during 2004-05 and rest in carlier years
An amount of Rs.0. 3.) lakh had been recovered in one case.

A few 111ustrat1ve cases mvolvmg Rs 8. 75 crore are mentloned in this chaptel

" A.  STAMP DUTY AND REGISTRATION FEES

avour of co-operative: |

As per Govemment notlﬁcatlon of 24 October 1980, instr uments. exccutcd in favour
of primary co- operatlve housmg societies (Soc1et1es) for acquisition of land for
housing purpose are; exempted from payment of stamp duty. Department directed in

August 2001 to rev1ew all such cases where the societies were granted exemption - o

from payment of stamp duty as conveyance deeds and later on the land was used for
purpose other than housmg to its members . In such cases, stamp duty and registration .
 fees which were exempted at'the time of purchase of such land were to be recovered.

~Test check of records i in sub registrar (SR) office, Bhopal and Gwalior between May
and June 2004 revecaled: loss of revenue of Rs.16.44 lakh in seven mstruments _
- executed by or in fav,our of societies as under:- -

T Land valued at Rs.95.80 lakh purchased between Aprll 7002 and March 2003

for housing purpose in four instruments was.not utilised for housm purpose

of the. members of the societies and was subsequently dlsposed of 1n 2003-04 -
to_other societies/individuals. The. exemption of stamp duty and registration -
fee of Rs.10. 28 lakh gr'mted therefore, bccame recoverable. However, action
to recove1 the amount was not taken

e In three mstruments valued at Rs.57. 06 lakh thete was 1o mentron of o

purchase of land for housing purpose. However, exemptlon from payment
of stamp duty and registration fee of Rs.6. 16 lakh was. glven treatmg the
purpose as housmg o

~After this was pomted out in audrt the SR Bhopal stated May 2004 that deﬁcrenmes
.-would be made good after execution of- correction deed in favour of societies. The
leply is not tenable, as the duty is payable on the instruments ‘presented and registered.

) The SR Gwalior. stated in July 2004 that cases Would be referred to- Collector for.
. necessary actlon o , :

The matter was reported to Inspector General of Reglstratlon and Superintendent of

Stamps (IGR) and Government (between October - 2004 and February 2005) thetr ,
reply had not been recelved (December 2005) :




Chapter -V-Other tax receipts

Artiélé 15 of schedule 1 of Indian Stamp Act, 1899 (IS Act) as applicable to the state -
of Madhya Pradesh, provides for'levy of stamp duty at four per cent of amount or
value of bond executed in terms of section 2(5) of the Act. :

Information obtained from Director Town and Country Planning revealed that Chief

. Executive Officer Special Area DévelopmentAuthority, Gwalior executed two bonds

on 16 March 2001 and 20 May 2002 in favour of Director, Town and Country
Planning MP, Bhopal in lieu of repayment of loan of Rs.10.74 crore and Rs.18 crore
respectively without payment of leviable stamp duty of Rs.1.15 crore: This resulted in
short realisation of Government dues to the extent of Rs.1.15 crore.

After this was pointed out in November 2004 the Collector of Stamps, Gwalior stated
that a case against the defaulter has been registered and demand notice for recovery
has been issued in January 2005. '

The matter was brought to notice of IGR and Government between November 2004 .
and February 2005; their reply had not been received. (December 2005)

According to section 5 of IS Act, any instrument comprising or relating to several
distinct matters shall be chargeable with the aggregate amount of stamp duty with
which separate instruments each comprising or relating to one of each matter would
be chargeable under the Act. ' ‘

Test check of records of SRs Bhopal and Indore revealed between June 2004 and
October 2004 that two vendors purchased a flat and bunglow for Rs.39 lakh. Scrutiny

of deeds executed by the vendors with the builder further revealed that builder had

purchased land from another person on execution of sale agreement/exchange basis. .

- The recitals of the deed indicate that possession and other rights of property were

given to the vendors. These instruments were required to be classified as conveyance
deed instead of sale agreement/exchange. This resulted in short realisation of stamp
duty-and registration fee Rs.1.80 crore.

After this was pointed out in audit, the SR Indore stated in October 2004 that
document under question was agreement of sale of land with builder and further sale
of flat constructed on the said land to sub purchaser and accordingly the stamp duty
was charged on the sale of flat only. The reply of Department was not tenable as the

recital of land was transferred to the builder on the basis of sale agreement
dated 20 July 1994.

The matter was brought to notice of IGR and Government between November 2004
and February 2005; their reply had not been received. (December 2005)
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' Audit Report (Revenue Receipts) for the year ended 31 March 2005

Under the IS Act, 1899 stamp duty is leviable on instruments "as per their:
classification at the rate specified in the schedule or as prescribed by the Government
‘through notifications issued from time to time. ' -

Test. check of the records of SR Bhopal revealed that 16 instruments registered
between June 2001 and March 2004 were misclassified by treating eight of them
valued at Rs.72 lakh as power of attorney instead of settlement cum power of attorney
"while other eight instruments valued at Rs.24 lakhs were treated as settlement deeds .

instead of gift deeds. Consequently stamp duty and registration fee of Rs.1 lakh was

levied instead of Rs.5.91 lakh. This resulted in" short realisation of government

revenue of Rs.4.91 lakh. Similarly, two instruments valued at Rs.4.36 crore registered

~ in Jabalpur and Lateri were treated as agreement to sale without possession though in

both cases possession was granted and it should have been treated as agreement to sell

with possession. Due to incorrect classification stamp duty and registration fee of

'Rs.0.80 lakh was levied instead of Rs.38.44 lakh. This resulted in short realisation of -
_Government revenue of Rs.37.64 lakh. ' ;

" After this was pointed out between March 2004 and May 2004 the registering’
authorities accepted the audit observation. Further action taken has not been received.

Under the provisions of the IS Act, Collector of Stamps has been authorised. to

determine market value of the property and the amount of duty earnable thereon in the
~ cases referred to him by SRs. The Government' of Madhya Pradesh prescribed 1n

March 1977 a maximum period of nine months for disposal of such cases. - '

Test check of records of 14 '_:SR's1 revealed (between September 2003 and

 November 2004) thai 1,625 documents referred to Collector of Stamps between -
April 1999 and J anuary 2004 for determination of market value of the properties had
not been. finalised. This - resuited ‘in noh- realisation of revenue amounting to
Rs.5.16 crore as proposed by the concerned SRs. e

After this was point“ed out in audit (between September 2003 and November 2004) all .
- the SRs stated that Collector of Stamps would be rgquested for early disposal of cases.

The matter was reported to the 'Deparfment and the “Government (between -
November 2003 and ~February 2005); “their reply had not been Treceived -
- (December 2005). EEE o

Badnagar, Bﬂind, Chhindwara, Depdlp_ur{]ndok), Dhar, Harda, Hoshangabad_k '
Jabalur, Katni, Kalaras(Shivpuri), Pandhana (Khandwa), Satna, Ujjain and Shajapur

- 50



Chapter -V-Other tax recéipts

B. ENTERTAINMENT DUTY

yerators o —I

‘Madhya Pradesh Entertainments Duty and Advertisement Tax Act, 1936 and Rules.
made thereunder provide that every proprietor of cable television network and hotel or
lodging house providing entertainment through cable service shall pay entertainment
duty at prescribed rates. ' :

Test-check of records of eight® Assistant Commissioners Excise/district excise offices
revealed between February and, November 2004 that entertainment duty of
Rs.16.88 lakh from 320 cable operators and six proprietors of hotels or lodging
houses providing entertainment through cable service- during the period from
May 1999 to October 2004 was not recovered by the Department. This resulted in non
recovery of entertainment duty of Rs.16.88 lakh.

The matter was reported to the Government between February and March 2005; their -
reply had not been received (December 2005).

'C.  LAND REVENUE

ertifica

Madhya Pradesh Land Revenue Code, 1959 and Madhya Pradesh Lokdhan
(Shodhya Rashiyon Ki Vasuli) Adhiniyam and Rules made thereunder provide that the
recovery officer shall register a case on receipt of the revenue recovery certificate
(RRC) in revenue case register and issue a notice of demand within 15 days to
- the defaulter. '

Test check of records of nine tahsils® revealed between January and August 2005 that
1,393 RRCs involving recovery of Rs.4.84 crore received during the period 2001-02
to 2004-05 were either lying unregistered or no further action was taken. As a result,
outstanding dues remained unrecovered for a period ranging from 05 to 48 months.

After this was pointed out all the jtahsildar stated that cases will be registered after -
verification of records and audit would be intimated accordingly.

The matter was reported to the Commissioner Land Records and Government
between April 2004 and August 2005; their reply had not been received.
(December 2005). :

2

Damoh, Katni, Panna, Rewa, Seoni, Shahdol, Sagar and Shajapur
3 . Betul, Bhind, Badnagar ( (J]jain),<th{raqgi (Sidhi), Indore, Katni and Keshli (Sagar),
. Morena, -Lahar (Bhind) e o S '
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

(5.9 Non recovery of process expenses j

Under the provisions of Lokdhan Adhiniyam, 1987 and notification issued on
23 March 1995 by the Directorate, Institutional Finance, the banking authority who
issues RRC is responsible for paying the cost of process expenses at the rate of three
percent of the principal amount recovered and depositing it into the treasury by
challan. This is a statutory requirement.

Test check of records of eight tahsils* and recovery figures furnished by lead banks
revealed between February 2003 and January 2004 that an amount of Rs.6.58 crore
was realised between April 1999 and March 2005 against RRCs issued. Process
expenses of Rs.19.74 iakh were neither included by recovery officers nor deposited by
the bank. There exists no system to monitor that the process expenscs are deposited
by the banks.

After this was pointed no reply has been received.

The matter was repoited to Commissioner Land Records and Government between
February 2004 and August 2005; their reply had not been received (December 2005).

Barwani. Betul, Bhind, Ganj Basoda (Vidisha), Hatta (Damoh), Lahar (Bhind),
Movrena and Sendhwa (Barwani)
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" Test check of records of forest recerpts dunng 2004-05 revealed loss of revenue

amounting to Rs:191.65 crore in 185 cases which can broadly be categorised as under:

o ‘ , R - (Rupees_m crore)
S. No. Categ@r}; ‘ ‘7 ; Number.@_ﬁ‘ cases | Amounnnt
1. Loss due to non explortatlon of : - 37 83.68

, bamboo/trmber coupes

2. Loss due to sale below Lrpset price - .18' 7.53
3. Loss due to deterloratlon/shortage of 43 -+ 13.48
- | forest produce L ’ -
1 4. | Loss of revenue due to remeasurement of | 08 . - 059
' timber
"~ 5.- | Loss due to non accountal of forest . 08 - | 3.5
| produce S ' ' '
6. | Loss due to low. yield of tlmber/bamboos 19 ] _‘15,'81 :
agarnst estimated yreld S
7. | Othes o s2 | erst
Total . . - 185 | Il9]16§

During the year 2004-05, the Department accepted loss of Rs.43.68 lakh involved in
five cases of which four cases 1nvo]lvmg Rs 22. 22 lakh had been pomted out in audit
during 2004 05 and rest in earhert years. . -

A few 111ustrat1ve cases 1nvolvmg Rs 4 crore are mentloned in this chapter



- Audit Report (Reveriue Recefptk)fér the yé&r ended 31 March 2005

As per departimental manual, the qL'la.mtity: of timber and fuel wood to be obtained from
trees marked for felling are recorded in the marking register separately at the time of

~ marking of coupes. Tﬁe work of marking and felling of trees is to be done under the

supervision of range -officers and sub ‘divisional officers.  Further, departmental
instructions dated January 1984 stipulate that -variation not more than 10 percent

-should be all_pWedbet’Weén*estifnated andactual yield of timber. -

Test check of r.eAc,o'rd‘»s of two forest divisions revealed that 5,16,796 trees were marked
and felled in 16 coupes in which the actual yield during 2002-03 and 2003-04 was

Sie 19,621.47 cu. m: timber and 18,148 fuel stacks against the revised estimated yield of

26,874.358 cu.m. timber and 23,399 fuel stacks.  The shortfall in actual production

‘ranged between 26 and 30 per cent in case of timber and 16 to 33 per cent in case of
“fuel wood. Even after allowing permissible variation of 10 per cent, the actual

production fell _shOrt by 4,565.453 cu. m timber and 2,911 fuel stacks involving loss
of revenue of Rs.3.02 crore after adjustment of exploitation and transportation charges
of Rs.49.79 lakh as detailed below: o ' - :

SL. Division Year No. of No of trees Particulars Yield . Shortfall Loss of revenue Percentage.
No. . coupes - . in Rs.
Marked Estimated Actual Cu.m ’
Felled Cum
1 DFO’ 2002 09 395558 R Timber 214610 15852 5608 " 1.75.35,030 26
(Production) 10 : 05558 el : ’ 285 | 2400 . 985
Khandwa 2004 395558 [ll.L- ) .114694 - 12285 2414 _ 5.11,985 16
2 DFO 2003 - 07 121238 Timber 54]3:‘552{ 3768.470 ’ 1044.888 .| 1.09.64,903 30
(Production)’ |- 10 21 : : 705 ) . " aegn s 13 .
Harda 2001 - - 1-1_38_ : Fup.l - 8705 L 5863 2842 ‘11.46.46. . 33
Total 2002 e 5167‘)6 o Timb"c‘r 26874.358 - 19621.47 7252888 2.84.99.933 27
) ‘,‘2)0 . 516796 > | Fuel- . | 23399 Nos 18148 Nos. 5251 Nos. 16,58.450 22
GT. . - 3,01,58,383
or 3.02 crore

. After this was. poihted .out -in aud‘it:,-' Divisionél Forest Officer (DFO) (Production)

Khandwa stated in' March 2004 that estimated quantity has since been revised.
‘The reply 1is not'tenablé; as audit observation is based on revised estimates prepared by
DFO (G), Khandwa in May and June 2004 long after the felling has taken place.

" DFO-(P) Harda could not furnish the reasons for low production. :

The matter Was' reporté(d'td the .Principal Chief Co,‘nserv_atdr of Forests (PCCF) and the
Government in November 2004 and Marc_:h 2005_;, their reply had not been received.

.(December 2005).

6.2.1 Undue benefit to a.‘compahy due t_o\irrjegular release of industrial bamboo

As per conditions for sale of industrial bamboo through auction, if bamboo is sold but
riot removed from the depot by the purchaser within six months from the date of sale
order or any period extended by the Conservator of Forests (CF) in exceptional cases,
then the left over material alongwith its sale value. shall be forfeited to the

/ ey .
Revised estimates
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,Government and reauct1oned The or1g1nal purchaser shall have no cla1m on sich .
forfeited material. There is no provision in the auction conditions to review: the orders
for forfeiture of material or to extend the per1od for removal of material after. its
forfeiture.

Test check of récords of DFO (P) Betul revealed (October 2002) that 7,121. 973 sale

~ unit (SU)* of industrial bamboo stored - at Gawasen depot was sold in-auction on
22 September 2001 to a mill. The sale order was issued on 3 November 2001.
The entire quantity was therefore, required to be lifted by the mill from the depot by
2 May 2002. However, the mlll could not lift 3,075.175.SU of bamboo valued at
Rs.21.46 lakh within the stlpulated period. DFO (P) Betul forfeited the unlifted
material on 6 May 2002 in favour of Government in accordance wrth auctlon V
conditions, as no application for extens1on was received. :

After forfeiture, instead of re- anctmmng the bamboo, the DFO sent a proposal on
17 May 2002 to the CF recommending extension for two months without disclosing
- the fact that such bamboo had already been forfeited by him on 6 May 2002

The CF accorded on 23 May 2002 extension for two months and the mill was,
allowed to lift the balance quantity. Thus, undue benefit for Rs.21.46 lakh was
allowed to the m111 : :

The Government stated in March 2005 that no order of extensron was received from
‘the senior officers up to 6 May 2002, therefore, forfeiture of the bamboo by the
DFO was in order in view of the auction condition No. 14:(b). '

“The reply confirms: the fact that 1rregular recommendat1on for extens1on by the-
DFO after 11 days from the date lof order of forfeiture of bamboo resulted in 1rregular’_ :
benefit to the mill. i

6.2.2 Loss of revenue due to non obserwmce of tlze prowsmns of the A greemem

As per clause 7 (ii) of the agreement (7 March 2003) between M/s Onent Paper Mlll
- and C F Betul circle, Betul, bamboo sold but not removed by the purchaser within the -
~contract period i.e. upto 31 October 2003 will be forfelted in favour of the
'-Government who wrll be free to drspose of the bamboo, the way-it feels appropnate

Test check of the records of DFO (P) Betul revealed (.lanuary 12004) that' _ |

5,190.832 'SU of industrial bamboo was sold to a mill through tender. The entire -
quantity was required to be l1fted‘ by 31 October 2003, of which only 1,927.868 SU of
bamboo could be lifted within the stlpulated period. The remaining quantity: of.

3,262.964 SU of bamboo valued at'Rs.37.52 lakh was forfeited in November 2003 by -

the CF in favour of Government as per provisions of the ‘agreement. The purchaser

made an appeal in November 12003 with Addl. PCCF (Production)  against the - 7

forfeiture requesting that payme‘nt was delayed due to financial crisis; bad roads,

heavy rains and shortage of railway wagons and hence the period of transportat1on
may be extended _upto June 2004 : '

*  Sale Unit is 2400 Running Meter'
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Audit Report (Revenue Receipts) for théyeaf ehded 31 March 2005

Although there was no. prov1s1on in the agreement for grantrng extension of period of
transportation, the period was extended by 120 days by the-Addl. PCCF on the appeal
of ‘the purchaser. The decrsron of the Addl. PCCF resulted in loss of revenue of
Rs.37.52 lakh.

As per provisions of the Forest Manual, forest produce shall be disposed of in public
auction after determination of upset price. In case the sale price obtained is not equal
to upset price, sealed tenders shall be 1nvrted to dispose of the forest produce

Test check of records of DFO_North Narmada (Production), Khandwa revealed
January 2005 that 408.527 cu.m timber and 69,685 poles kept in 128 lots were sold in
auction at Rs.24.22 lakh as against the upset price of Rs.63.47 lakh which resulted in
loss of revenue of Rs.39.25 lakh to the Government. The timber was put in auction
two to five times but the sale price of these lots ranged between 50 and 88 per ceit
below the upset price during the period between November 2002 and February 2004.
The Department made no efforts to drspose of the forest produce throuOh sealed -
- tenders. :

The Goyernment to whom the matter was reported stated. (June 2005) that it was
_ neither practical nor considered necessary to follow the system through tender. The ’
reply is not tenable as the provisions of Forest Manual were not followed.
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Test check of records relating to assessment and collection of mining revenue during
the year 2004-05 revealed non/short assessment of royalty, dead rent, non recovery of
contract money, royalty, mineral girea development cess and short levy of interest on
belated payment of royalty etc. amounting to Rs.250.71 crore in 1,286 cases which
can broadly be categorised as under: - : : ‘

(Rupees in crore)

S. No. A o Category, Number of cases | . Amount

1. | Non/short realisation of mineral area 317 _ 940
development cess and revenue against ’ ‘
Revenue Recovery Certificates

2. Non assessment of royalty and dead rent 87 ' 90.49'

3. Short levy of interest on belated h 22 12.52
' payments of royalty : '

4. | 'Non levy of 1oyalty and Hehalty on minor 53 42.87

mineral and non recovery of contract
amount, stamp duty and registration fee

5. | Others - | 807 95.43

Total o | 1286 | 2507

During the year 2004-05, the Dep\ﬁrtment accepted underassessment of royalty, dead
rent of Rs.88.92 lakh involved in:340 cases. All these cases were pointed out during

2004-05. : :

A few illustrative cases involving Rs.2.53 crore are mentioned in this chapter.




. Audit Report (Revenue Receipts) for the year ended 31 March 2005

According to Mines and Mineral (Development and Regulation) Act, (MMDR Act),
1957 and Mineral Concession Rules, 1960, if any rent, royalty, fee and other sum is
due as arrear for payment to the State Government, the lessee is liable to pay simple
interest at the rate. of 24 per cent per.annum on.arrears from sixtieth day of the expiry

of the stipulated date until payment of such royalty; fee or other sum etc. Under the
provisions of Lokdhan Adhiniyam, 1987 and notification issued on 23 March 1995 by
the Directorate, Instltutlonal Flnance the bankrng authority which issues RRC is
respons1ble for paylng the cost of process expenses at the rate of three per cent of the
principal amount recovered and depos1t1ng it into the treasury. by challan.

- Test check of records of mining offices, Morena and Vidisha revealed that though
Revenue Recovery Certificates (RRCs) on arrear of royalty of Rs.1.04 crore
outstanding on March 2004 were issued to defaulters, interest of Rs.1.78 crore and

process expenses.|of Rs.0.03 crore as leviable were not included in RRCs.

This resulted in non levy of interest including process expenses amounting to
Rs.1.81 crore. '

After this was pointed out in audit the Department admitted the facts. However,
reasons for non 1nr‘1us10n of the amounts in RRCs and action taken to recover the 4
same were not 1ntrmated

The matter was reported,td the Government in December 2004; their reply had not
been received (December 2005).

According to.MMDR Act, the holder of mining lease, whether granted before or after
the commencement of the MMDR Act, shall notwithstanding anything contained in
- the instruments of lease or in any other law for the time being in force, pay to the
 State Government every year, dead rent at such rate as may be specified in the third

- -schedule for all the areas included in the instrument of lease. If dead rent was not paid -
within stlpulated date interest at the rate of 24 per cent is also leviable.

Test check of records of mining office Shahdol and Diamond Officer Panna revealed
~bétween September 2004 and January 2005 that dead rent for the period from 1999 to
2004 amounting to Rs.33.04 lakh was outstanding from lessee. In addition, interest
- amounting to Rs.9.30 lakh was also leviable on the outstanding amount. The
Department had not ‘taken any action for recovery. This resulted in non realisation of
revenue amountlng to Rs. 42.34 lakh.

After this was pointed out in audit (between September 2004 and January 2005)
Mining Officer Shahdol and Diamond Officer Panna stated between September 2004
and January 2005 that action would be taken and intimated to audit. Further progress
of action taken had not been received (December 2005).

The matter was reported to the Government in December 2004 and March 2005; their
reply had not been received (December 2005).
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Chapter-VII-Mining Receipts

According to the MMDR Act, the holder of a mining lease. granted before the
commencement of this Act shall, notwithstanding anything contained in the
instrument of lease or in any law in force at such commencement, pay royalty in
respect of any mineral removed or consumed by him or by his agent, manager,’
employee, contractor or sub lessee from the leased area after such commencement at
the rate for the time being specified in the Second Schedule in respect of that mineral.

If the royalty is not paid within the specified date, interest at the rate of 24 per cent is
also leviable. ' '

® ' Test check of records of Mining Office, Katni revealed between July 2004 and
May 2005 that a lessee had not ]pai‘d royalty amounting to Rs.4.50 lakh pertaining to
period from July 1999 to December 2003. The Department had not taken action for
the recovery of outstanding amount of royalty and interest thereon leviable to the tune
0f Rs.1.32 lakh. This resulted in non realisation of revenue amounting to Rs.5.82 lakh.

After this was pointed out in audit (July 2004) the mining officer stated that audit
would be informed after verification. '

o Besides, another lessee was using white clay during April 2003 to March 2004
for production of cement and paid royalty at the rate of Rs.10 per tonne instead of

Rs.21 per tonne. This resulted in short levy/payment of royalty including interest .
0f Rs.25.50 lakh. - 3

The matter was reported to Director Geology and Mining and Government (between
July 2004 and May 2005); their reply in first case had not been received while in the
second case Government stated in June 2005 that demand has been raised against the
lessee (August 2005).

The Mineral Concessions Rules, 1960 provide that every iessee will submit to the
Mining Officer every month a return of despatch of mineral by the 10th of the
following month. The Mining Officer shall assess the dead rent/royalty payable by
lessee after such encuiry and verification, as he may deem necessary. The rate of
royalty of lime stone was Rs.40 per tonne. ‘

Test check of records of Mining (5fﬁce Damoh, revealed that lessee M/s Diamond
Cement had in his annual return) for 2002-03 shown despatch of lime stone as
15.32 lakh tonne and paid royalty of Rs.5.83 crore instead of Rs.6.13 crore.
This resulted in evasion of royalty of Rs.29.61 lakh. Besides, interest of Rs.10.81 lakh
was also leviable. ' '

After this was pointed out in audit (September 2004), the Department stated that the
matter would be considered and action would be taken (December 2005).
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Test check of records: relating to Public Works Water Resources Co operatlve lFood
. & Civil Supplies, Agriculture, ‘Public Health; Electricity Duty and Safety departments
during the year 2004-05 revealed npn/short realisation and loss of revenue amounting

“to Rs 95.23.crore in 3,015 cases which can broadly be categorised as under:
; 7 S (Rupees in crore)

| Sl No. Categoﬂ'yl » Nnmben‘ ol‘ cases Amoumt -
, - PUBLIC WORKS DEE’AR’H‘MEN’]I‘ _
.- | Non recovery of lease rent 19 1.03
2. Non levy of licence fee at penal rates 1,019 0.19
3. ‘Non recovery'of loss - ‘ 11 0.27
4. | Non imposition of penalty fornon . 29 0.02
R employment of technical staff : :
5. |Others | 618 2.28
.| Total "~ - .| 1,696 3.79
o - WATER RESOURCES DEPARTMENT
1. | Non levy of betterment contribution - 31 79
- 2. - [ Non ‘i"mpositi‘on of penélty for non 144 23
- | employment of technical staff .
3. |Non levy of penalty on delayedl 71 10.19
payment = ; ' 7
4. |Others - | 642 .~ 58.03
| Total B 888 7124
o - CO- @PlERlA’E‘}lVlE DEPARTMENT
L Short/non recovery of aud1t fee 84 0.77
2. | Others | 05 0.04
Total L 89 0.81
- FOOD & ClWlJ SUPPLIES DEPARTMENT o
1. | Non disposal of seized goods 19 0.32
2. |Others =~ 24 0.09
Total ) 1 43 0.41




Audit Report (Revenue Receipts) for the year ended 31 March 2005

SI. No. Category Number of cases Amount
AGRICULTURE DEPARTMENT
Non deposit of revenue in treasury 01 0.07
2 Loss due to non registration of 03 0.04
institutions
3 Others 64 1.34
Total 68 1.45
PUBLIC HEALTH DEPARTMENT
L Others 55 0.01
Total 55 0.01
ELECTRICITY DUTY & SAFETY
Short assessment of electricity cess 05 16.93
2. Non recovery of electrical appliances 01 0.05
and payable interest
Loss due to irregular rebate 09 0.53
4. Others 161 0.01
Total 176 17.52
Grand Total ‘ 3,015 95.23

During the year 2004-05, the Department accepted underassessment of tax of
Rs.67.24 lakh involved in 836 cases. All these cases were pointed out during 2004-05.

An illustrative case involving Rs.5.99 lakh is mentioned in this chapter.

PUBLIC WORKS DEPARTMENT

8.2  Short levy/recovery of licence fee due to incorrect categorisation of
Government Quarters

The Government of Madhya Pradesh, Finance Department clarified in July 1990 that
uncategorised accommodations allotted to senior officers were to be categorised on
the basis of plinth area and licence fee would be recovered accordingly. The
Government of Madhya Pradesh revised in June 2000 the rate of licence fee
recoverable from Government servants, ranging from: Rs.50 to Rs.1,150 per month
depending upon the category of quarters allotted.

Test check of records of Public Works (Building and Roads) Division I, Gwalior
revealed in July 2004 that licence fee in respect of 45 residential buildings under
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Chapter-VIII-Other Non-Tax Receipts

occupation by senior officers/Government servants during the period from April 2001
to March 2004 were assessed and recovered at lower rates due to incorrect
categorisation of the Government quarters by executive engineer. This resulted in
short levy/recovery of licence fee amounting to Rs.5.99 lakh.

After this was pointed out in July 2004, the Executive Engineer stated that action
would be taken.

The matter was reported to the Department and Government between August 2004
and March 2005; their reply had not been received. (December 2005)
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