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This report for the year ended 31 March 2007 has been prepared for 
submission to the Governor under Article 151(2) of the Constitution. 

The audit of revenue . receipts of the State Government is conducted under 
Secti9n 16 of the Comptroller and Auditor General's (Duties, Powers and 
Conditions of Service) Act, 1971. This report presents the results of audit of 
receipts comprising Sales Tax, State Excise, Land Revenue, Taxes on Motor 
Vehicles, Stamp Duty and Registration Fees, Other Tax and Non-Tax Receipts 
of the State. 

The cases mentioned in this report are among those which came to notice in 
the course of test audit of records during the year 2006-07 as wen as those 
noticed in earlier years, which could not be included in previous reports. 



I. 



H 4208- 2 

,· .. 

ThJ~ RqJ6~ C6ntafus '32- ,pilrasrapM irttluding three revle.ws relating to noIJI 
~ott• levy 9(: fa1<e$, <ltJti¢~, •~· and penalty~ et.¢,, invol¥ing-· Rs, 854.63 
er ore- So.mt'.: 9f the ·m~jor ·t1ifi.cti1i,g.s at~ mentio.ned be~w~ · · . .· 

G~~. :·: ''.>:'.;tJ~:~::t.. . .:• ............... ::::-: .. :·::{( ........ -:.f~'.~ltilJllI@Ift@t]j 
The ~otal •::receipt} of the·• Sfute during' the .year 20Q6-0:7 am6~ fo : 
Rs. 61.'.3S.3.63 crore. of which the -revenue raiSed by the state 
Government was Rs, 46$05~74 crore·.and receipts from the Government 
of India were Rs . .14.577,89 cro~ The revenu~r.aised ool1Stituted 16 per: 
qeo(of th.¢ fot(11 ~¢eipts of tile State, The reooipcs from the Go-ve:rnnrent 
<>(@.~~ i!lC:}udcd Rt~ f,i,~Z.;76 ctore on. accoµ:p.t. of the. St:a!A}+s .share;. of 
divi.Sibie ''ljn(Qn tt1~~~{ ::::~44 ,)4: 8.55ffa -#&e as granm~in-aid and 
registered an incteMe:of:20.89 p({f' cent and 114,90 per cent respectively 
over2005-06. · 

itlflHI~~~ftltlf{l@jftltlftWl {faragraph 1.1} 

At~· e~d. of: 2006-07( ~ars in respect"ofwtrte m~ ttdmitllsfored by 
•·• ~e 4.~~e-9.t$: 6f F~~~.:·and ~ome amo~~e.:<f tb Rsno\~~(1:47 ¢'.fO(~~ 

()f wlilCi '$hl~ Wt e~: :al®e·a~c6unte<l ·!obRs~··oo)s24~22· er.ore.:-: ::::: · · · · ... :: r :·: · · · · · ::: t> · · , .. >:..... · · (Pa:ragr~jh l.5} I 
In respect of the taxe:s a~inistered by i:he:Fmance pepttrtment . $Uch M 
&al~ :u~~ .. n'l6t6r Splni.tmc~· profession ~ purchase tax Q1l. ~mcane"' 
entry tnx~ l.e~tax, l'u~iii)i tM: and ~on w-0rks contracts etc:.) :12,46)503 
11ssess~~~ were ~W.P.i~ed ··~wing 2~¢~ l~vin_g u .• balance of 
l7 .2~t3$.1 assess:me.nt5 ·as=:9n .a! Mnrch. 1.()Q-7. (/. •·: . 

. . :-:::: •·: )} . . .':;.· ifflJ {Paragraplt 1.6} 

Test~checi( o.f the: records of sales t~ State exci~ motor vehicles ta:x"' 
stamp duty and (egfa'tra.tiem fees, land revenue and other departmental 
offices conducted dui:,ing the year 2006-07 revealed under assessment, 
short levy alli:l loss of revenue. etc., M).()unting to Rs. 545.16 crore 1n 
16,020 cases~ The departments cumcetned accepted under assessment, 
short levy, etc., of Rs, 54 .37 crore in l2,626 cases pointed out in 2006-07 
and earlier years and recovered Rs. 41.78 crore. 

{Paragraph 1.10} 

At the end of June 2007, 10,481 paragraphs involving Rs. 916.41 crore 
relating to 4,664 inspection reports issued upto 31 December 2006 
remained outstanding, 

{Paragraph 1.11} 
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·····: 

Internal control mechanism was weak.: as is evidenced by arrears in 
armual filswc.t19n of~.egi~ation office$ by Deput:yJ~ecto:rs OeneraJ <>f 
Registration, Assistant . Inspectors General of Registration and Joint 
District Registrars. which ranged between 53 and 61 per cent. 

................ ·.··=·=·=·=·=·=·=·=·=·=.... ··· · · · • .. =·=·=·=·=·===:·:·.·········· ..... ·=·=·=·=·=· ...... {P$l ~gr.av'& 3.a..:t o} 

•.• .. •.·.················: ...................... ·:·:·:···:·:·:·: .. ·:·:·:·:·······.··· ··.··· ... . 

Stamp duty of Rs. 1.86 crore was sh6rt levied due to undervaluation and 
~~CQ.tt'e« COf1:lp'JtBtiQn Of ll)arket: varue ()f property; 

{Paragraph$·3.3 and 3.4} 

State Excise 
:·: 

Short recovery oflicence fees of Rs. 2.04 crore due to apptication of pre­
te\'ised rates. 

{P~ragraph 4.2} 

Other Tax Receipts 

Re'(..iew of "Levy and tolleclion of electricity duty, tax and fees'' 
reveated the:following: 

.Non-maintenance of records fur monitoring the receipt._ of returns in 
Jo:rm 'A\ :,a' & 4-Q: led t<> nQ:n-le-vy and cons¢quent ndn-ttalisati6n 
of revenue of Rs. '(;? ,72 crore:. 

{Paragraph 5.2.6.J) 

Failure <;}f tjle department to ~utinise:the retur.11~ in :forµ) ~:a & 4 C' 
laj tQ. ·sh6rflevy ():f: electrfoity duty 6f ll~~ 2. 72 cr6re. ::: 

:~· 

{Paragraph 5~2.63} 

faih.tte of the department tO Gottelate tbe infurmatiun vjde form 'A' & 
1.c:•Jed to snort·real isaton of revenue ofRs, 1.29 crore, 

Fa:iluxe to eany out inspections of. lift$ and electrical installations 
resulted in non-realisation of inspection fee:s, futalling Rs. 7.44 
crore. 

{~arag.raph S.2.8.l and 5.2.8.l} 

Interest of Rs. 85.14 lakh was not levied:for delayed payments of duty by 
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N-0l)~entoln1ent of persons liable tbr enrolment under the Profession.Tax 
Act re.suited in under assessment o( Rs. 345,80 crore. 

{f arai;raph 5~3} 

N{)n/Short remittance of edt\cation. and: employment _guarantee .. ~s 
09lle.cted by the. Jalgoon, Mnrnbai and Nagpur Muniejpal Corporations, 
into the Qovernmenf account. an1()unted to Rs. 36A68 crore. 

fParllgraplt 5,6} 

N6n·preparation of working plan~ as: well as .failure to follow 
prescriptions m the worlcing :plans resulted in deferment of revenue• of 
Rs. :14 7 .63 crore. 

{ht~raph 6~149~2} 

Apathy on the-part 6.f the department/Gowmment to tak~ timely ad:i6n 
ta recover -0utstandjng dues· resulted in.a&i.umulatiou .ofhuge arrears of 
Rs. 26.28 c.tore. 

{Paragraph 6~2.IJ} 

Delay in invitation of tenders for sale of tendu leaves led to Che loss of 
revenue ofRs. 19.74 crore. 

{Paragraph 6.2..12} 

Non-accounting of loans to 12 co-operative mills resulted in non­
recovery of principal and interest of Rs. 88.67 crore and Rs. 19.66 crore 
respectively. 

{Paragraph 6.3} 

xii 
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The tax and non-tax revenue raised by the Government of Maharashtra during 
the year 2006-07, the State's share of divisible Union taxes and grants-in-aid 
received from the Government· of India during the year and the corresponding . 
figures for the preceding four years are given below: 

I. Revenue raised by the State Government 

e Tax reveriue 22,799.45 25,162.16 30,605.75 .33,540:24 40,099.24 

(j) Non-tax . 4,249.48 2,964.76 3;505.22 . 5,167.92 6,706.50 
revenue1 

(4,517.47) (3,548.94) (4,118.83) (5,935.05) (7,518.25) 

Total . 27,048.93 28,126.92 341,110.97 38,708.16 . 46,805.741 
(27,316.92) (28,7U.10) (341, 724.58) (39,475.29) (417,6:n.7.49) 

n. Receipts from the Goverriment of Jindia 

0 State's sh ate 2,279.97 3,389.49 3,595.03 . 4,982.00 6,022.76 
of divisible 
Union taxes 

(j) Grants~in-aid 1,506.15 2,269.93 2,69,3.72 3,981.00 8,555.13 

Total 3,786.12 5,659..412 6,288.75 . . 8,963.00 141,577.89 

Ill. Total receipts of 30,835.05 33,786.34 . 40,399.72 47,671.16 61;383.63 
the State (31,103.04) (34,370.52) (41,013.33) ( 48,438.29) (62,195.38) 

IV. Percentage of 88 83 84 8Jl 76 
Hom 

·The above table indicates that during the year 2006-07, the revenue raised by 
the State Government· was 76 per. cent of the total revenue receipts 
(Rs. 46,805;74 crore) against 81 per cent in the preceding year. The balance 
24 per cent ofreceipts during 2006-07 was from the Government ofindia. 

1.1.1 ·The following table presents the details of tax revenue raised during 
the period 2002-03 to 2006-07 : 

1Lottery receipts included in ~on-tax revenue are net of expenditure on prize-winning tickets. 
Figures in brackets indicate gross receipts. 

Note: For details, please see Statement No. 11 - Detailed accounts of revenue by minor heads · 
in the Finance Accounts of the Government of Maharashtra for the year 2006-07. Figures · 
under the heads '0020 -. corporatio~ tax, 0021 - taxes on income other than corporation tax, 
0028 ~ other taxes on income and expenditure, 0032 - wealth tax, 0037 - customs, 0038 -
Union excise duties, 0044 - service tax and 0045 - other taxes and duties on commodities and 
services' - share of net proceeds assigned to the State booked in the finance Accounts under 
tax revenue have been excluded from the revenue raised by the State and included in the 
State's share of divisible Union taxes in this statement. · · 



Audit Report (Revenue Receipts) for the year ended 31 March 2007 

· 1. Sales tax 

@ State sales 
tax.etc. 

0 Central sales 
tax 

2. State excise 

3. Stamp duty and 
registration fees 

4. Taxes and duties on 
electricity 

5. Taxes on vehicles 

6. Taxes on goods and 
passengers 

7. Other taxes on income 
and expenditure- taxes 
on prnfessions, trades, 
callings and 

· employments 

8. Other taxes and duties 
on commodities and 
services 

9. Land revenue 

10. Service tax 

Totan 

' ,. 

11,746.21 12,795.01 16,399.62 17,358.56 21,583.06 (+) 24.34 
/ 

1,742.14 2,530.95 2,417.10 2,318.18 2,547.66 (+) 9.90 

1,938.68 2,324.42 2,218.87 2,823.85 3,300:70 (+) 16.89 

2,823.11 3,354.06 4,116.49 5,265.86 6,415.72 (+)21.84 

1,149.18 ' 629.72 1,673.76 1,660.87 (577.19 (-)5.04 

941.23 1,205.97 1,177.14 1,309.11 l,84L06 (+) 40.63 

245.03 231.91 427.75 504.63 224.48 (-) 55.52 

1,028.56 1,018.77 1,076.57 1,157.70 (246;72 (+)7.69 

798.90 710.86 737.73 712.40 878.31 (+)23.29. 

386.41 360.49 360.72 428.97 484.17 (+) 12.87 

0.11 0.17 (+) 54.55 

The reasons for the significant variations in the receipts during 2006-07 over 
those of the previous year were as follows: 

Salles fax: The increase was due to book adjustments carried out for the 
previous years in ~espect ofdeferred sales:tax converted into loans under the 

. Package Scheme ofinceritives (PSI). ' · · - · · . · 

Stamp duty a!llldl wegistiratfollll foes: The increase was due to more receipts 
under 'sale of non-judicial stamps', which increased by 8220 per cent over 
the previous year. · . · 

. . . . 1 
Taxes Oll!l .vehndies: The increase was mainly due to revision of tb'.e 'one time 
tax' on four wheelers from four to seven per cent. 

2 
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Tanxes Olm goods mnd paisselll\geli'S: The decrease was due to non-adjustment of 
subsidy sanctioned on account of concessional passenger fares .. · 

Other taxes and! dllllties ®HR cmimmodnties allll<dl se!l'Vnces: The increase was 
mainly due to increase in rates by 50 per ce_nt as compared to previous year 
under 'entertainment· tax' and more· receipts under· 'tax. on hotels and lodging 
houses', which increased by 41.59 per cent over the previous year .. 

Land r\evel!lluie: The increase was mainly due to recovery of arrears. 

The other departments did not· inform (October 2007) ·the reasons for variation 
despite being requested (June 2007). 

' ' 

1.1.2 The followiilg table presents the details of the non-tax.revenue raised . 
during the period 2002-03 to 2006-07 : 

1. Interest receipts 1,777.27 356.91 737.46 1,737.24 2,503.92 (+) 44.13 

2. Dairy development 800.51 774.73 676.10 612.25 611.87 . (-) 0.06 

3. Other no11-tax 245.07 547.93 584.56 614.21 696.03 (+) 13.32 
receipts 

4. Forestry and wild 104.58 '86.33 88.62 92.02 121.37 (+) 31.90 
life 

5. Non-ferrous 400.61 475.50 574.80 698'.oo 819.44 (+) 17.40 
mining and 
metallurgical 
industries 

6. Miscellaneous 290.14 113.65 117.17 390.69 801.64 (+) 105.19 
generaf sei-vices 
(including lottery 
receipts) 

7. Power 85.79 l.32 5.16 174.61 133.83 (-) 23.35 

8. Major and medium 113.05 230.69 335.68 372.39 444.93 (+) 19.48 
irrigation 

9. · Medical and public 95.89 91.53 107.98 126.92 159.20 . (+) 25.43 
health 

10. co~operation 63.01 60.06 ' 48.86 55.76 64.46 (+) 15.60 

11. Public works 54.31 65.26 64.29 88.82 154.09 (+)73.49 

12. Police 152.77 102.75 96.63 106.60 101.84 (-) 4.47 

13; Other 66.48 58.10 67.91 98.41 93.88 (-) 4.60 
administrative 
services 

'fotall 4,249.48 2,964.76 3,505.22 5,11.67.92 6,706.50 

The significant increases in receipts during 2006-07 over those of the previous 
year were mainly due to the following: 

2 Net of expenditure on prize winning lottery tickets. 

... 

.J 
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Interest receipts: More receipts froth the public sector and other 
undertakings, which increased by 72.31 per cent over the previous year. 

JF®restiry m11ull wiH«ll Rnfe~ More receipts from the sale of timber and other forest 
produce, which increased by 35.73 per cent over the previous year. 

Medncal mnd. ptrnbUc llnemlltlln: The increase was mainly due to raising the salary 
limit for entitlement upto. Rs. 10,000 p.m. from Rs. 7,500 p.m. besides 
recovery of Rs. 20.95 crore which pertained to the previous year. · 

Plll!lb>Dic wmrks~ More receipts under 'Other Receipts' such as lapsed deposits, 
fines and penalties to contractors etc., which increased by 140.71 per cent over 
the previous year. 
The other departments did not inform (October 2007) the ·reasons for· 
variations despite being requested (June 2007). 

The vanat10ns between the budget estimates and the actuals of revenue 
receipts for the year 2006-07 in respect of the principal heads of tax and non­
tax revenue are given below: 

Sales tax and other taxes3 26,314.51 24,130.72 (-) 2,183.79 (-) 8.30 

State excise 3,100.00 3;300.70 (+) 200.70 (+) 6.47 

Stamp duty and registration fees 5,600.00 6,415.72 (+) 815.72 (+) 14,57 

Taxes and duties on electricity 1,502.22 1,577.19 (+) 74.97 (+) 4.99. 

Taxes on vehicles 1,410.10 1,841;06 (+) 430.96 (+)30.56 

Taxes on goods and passengers 525.00 224.48 (-) 300.52 (-)57.24 

Other taxes on income and 1,100.00 1,246.72 (+) 146.72 (+) 13.34 
expenditure - taxes on 
professions, trades, callings and 
employments . 

Other taxes and duties on 962.43 878.30 (-) 84.13 (-) 8.74 
commodities and services 

Land revenue 940.00 484.17 (-) 455.83 (-) 48.49 

Interest receipts 1,048.34 2,503.92 (+) 1,455.58 (+) 138.85 

Dairy development 549.80 611.87 (+) 62.07 (+) 11.29 

Other non-tax receipts 633.45 696.04 (+) 62.59 (+) 9.88 

Forestry and wild life 146.73 121.37 (-) 25.36 (-) 17.28 

Non~ferrous mining and 722.10 819.44 (+) 97.34 . (+) 13.48 
metallurgical industries 

3 
Other taxes totalling Rs. 168.34 crore, included tax on sale of motor spirits and lubricants, 
surcharge on sales tax and tax on purchase of sugarcane. 

4 
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15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

Miscellaneous general services 

0 Lottery receipts4 135.60 41.28 (-)94.32 (-) 69.56 

e Other receipts 124.62 760.36 (+) 635.74 (+) 510.14 

Power 96.23 133.83 (+) 37.60 (+)39.07 

Major and medium irrigation 609~80 444.93 (-) 164.87 (-) 27.04 

Medical and public health 139.00 159.20 (+) 20.20 (+) 14.53 

Co-operation 57.33 64.4,6 (+) 7.13 (+) 12.44 

Public works 81.71 154.09 (+) 72.38 (+) 88.58 

Police 126.71 101.84 (-)24.87 (-) 19.63 

. Other administrative services 97.00 93.88 ·(-)3.12 (-}3.22 

Service tax ,; -- 0.17 (+)0.17 

Total 46,022.68 46,805.74. 

The reasons for variations. between the budget estimates and actuals as 
reported by the concerned departments were as follows: 

Taxes on vehicles: The increase· was mainly due to revision of the 'one time 
tax' on four ~heelers from four to seven per cent. 

Taxes on goods and passengel!'s: The decrease was due to non-adjustment of 
subsidy sanctioned on account of concessional passenger fares. 

Land revenue: The decrease was mainly due to less receipts under the heads 
'Land Revemie Tax', 'Rates and Cesses on Land' and 'Other Receipts'. 

Interest receipts: The increase was mainly due to more receipts on loans . 
given to the Maharashtra State Electricity Board. 

Lottery receipts: The decrease. was due to non-implementatio~ of the 
anticipated revision in the lottery. structure._ · · 

Powerr: The increase was due to more receipts of lease money recoverable 
from the Maharashtra State Electricity Board in respe~t of hydm-power 
projects. 

The break-up of the total collection at the pre-assessment stage and after 
regular assessments of.sales tax, motor spirit tax, profession tax, .entry tax and 
luxury . tax for the year 2006-07 · and the corresponding figures for the 
preceding two years as furnished by. the department, was as under: 

4 Net ofexpenditure on prize winning tickets. 
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lNFl"h@E*&-M 

Finance Deputment 

Sales fax 2004-05 13,213.18 826.32 34.58 368.14 13,705.93 96 . 
2005-06 20,771.12 342.81 23.89 1,661.76 19;476.06 107 . 

• 25,259.71 389.34 25.67 1,799.49 23,875.23 106 . 2006-07 

Motor spirit 2004-05 4,978.04 Nil Nil Nil 4,978.04 100 
tax 2005-06 ** 

2006-07 ** 
Profession 2004-05 1,061.34 8.99 Nil 0.06 · 1,070.27 99 
tax . 2005-06 . 1,123.26 27.66 Nil 0.20 1,150.72 98 

*2006-07. 1,203.04 38.66 2.4 0.35 1,243.75 97 

Entry tax 2004-05 6.80 4.86 0.02 Nil 11.68 58 
2005-06 8.81 2.87 0.03 0.01 11;70 75 

*2006-07 3.66 2.25 Nil Nil 5.91 62 

Luxury tax· :2004-05 .. 142.33 4.64 0.37 0.02 147.33 97 
2005~06· 113.47 0.47 0.05 0.02 113.97 100 

*2006-07 ·-192.96 0.88 0.26 Nil 194.10 99 

The above table shows that coHection of revenue at the pre:-assessment stage 
ranged between 58 and 107 per cent during 2004-05 to 2006-0i 

The gross coHection in respect of major revenue receipts, the expenditure 
incurred on their collection and the percentage of such expenditure to the gross 
collection during the years 2004-05, 2005-06 and 2006"'.07 were as foHows: 

* 
** 

Figures as furnished by the department are at variance with the Finance Accounts. 

Motor spill'it tax was merged into the Maharashtra Value Added Tax with effect from 
J April 2005. 
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Sales tax· 2004-05 18,816.72 122.01 ·o.65 
2005-06 19,676.74 135.92 0.69 0.91 
2006-07 24,130.72 139.19 0.58 

State excise 2004-05 2,218.87 30.12 1.35 
2005-06 2,823.85 31.98 l.14 3.40 
2006-07 3,300.70 42.22 l.28 

Motor vehicles 2004-05 1,177.14 41.06 3.49 
truces 2005~06 1,309.11 38.91 2.97 2.67 

2006-07 1,841.06 41.06 2.23 

Stamp duty 2004-05 4,116.49. 41.69 1.01 
and 2005-06 5,265.86 96.25 1.83 . 2.87 
registration 2006-07 6,415.72 60:73 0.95 
fees 

The arrears of revenue as on 31 March 2007 in respect of some principal heads 
ofr~venue amounted to Rs. 30,836.47 crore, of which Rs. 4,897.81 crore were 
outstanding for more than five years, as mentioned m the following table: 

etc. 

2. State· 
xcise 

3. Sale of jail 
articles 

Total 

5.63 

6.62 

30,836.47 

. 5 Figures.as ~~r the Finance Accounts. 

Stay orders were.granted by·the appellate 
authorities for Rs. 8,428.18 crore; 
recovery proceedings for Rs .. 18,530.98 
crore were not initiated as the time limits 
were not· over and the remaining amom1t 
was under different stages.ofrecovery. 

1.84 Recoveries amounting to Rs, 3~08 crore 
were pending in the courts. Out of 
balance of Rs. 2.55 crore, Rs. 2.03 crore 
was in the process pf recovery under the 
Land Revenue Act. TI1e remaining 
Rs. 52 lakh was · recoverable at the 
de artmental level. : .. 

1.99 Suitable instructions were issued to the 
subordinate offices for speedy recovery 
ofart~ars. 

4,897.81 
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Finance Department 

Sales tax 2004-05 . 

2005-06 

2006-07 

Motor spirit . 2004-05 
tax 2005-06 

2006-07 

Profession tax 2004-05 

2005-06 

2006-07 

Purchase tax 2004-05 
on sugarcane 2005-06 

2006-07 

Entry tax 2004-05 

2005-06 

2006-07 

Lease tax i004-05 

2005-06 

2006-07 

. Luxury tax 2004-05 

2005-06 

2006-07 

Tax on works 2004-05 
contracts 2005-06 

2006-07 

1lot2D 2004-05 

2005-06 

2006.-07 

· Audit Report (Revenue Receipts) for the year ended 31 March 2007 

The details of cases pending assessment for the years 2004-05, 2005-06 and 
2006-07, cases due for assessment during the years, cases disposed of during 
the years and the number of cases pending finalisation at the end of these years 
as furnished by the Sales Tax Department in respect of sales tax, motor spirit 
tax, profession tax, purchase tax on sugarcane, entry tax, lease tax, luxury tax 
and tax on works contracts were as under: 

20,06,005 8,51,216 28;57,221 -- 5,75,307 5,75,307 . 22,81,914 80 

22,81,914 14,81,169 37,63,083 -- 2,47,176 2,47,176 35,15,907 93 

35,15,907 Nii7 35,15,907 16,74,602 9,21,801 25,96,403 9,19,504 26 

8,137 229 8,366 915 915 7,451 89 

7,451 1,357 . 8,808 475 475 8,333 95 

8,333 Nil8 8,333 223 500 723 7,610 91 

7,76,082 2,50,287 10,26,369 -- 3,67,633 3,67,633 6,58,736 64 

6,58,736 2,20,750 8,79,486 -- 1,72,393 1,72,393 7,07,093 80 

7,07,093 2,28,437 9,35,530 -- 3,08,041 3,08,041 6,27,489 67 

1,419 1,419 419 419 1,000 70 

1,000 162 1,162 58 58 1,104 . 95 

1,104 93 1,197 488 488 709 59 

15 42 57 35 35 22 39. 

22 68 90 51 51 39 '43 

39 528 567 -- 201 201 366 65 

5,709 1,164 6,873 1,205 1,205 5,668 82 

5,668 1;398 7,066 606 606 6,460 91 

6,460 Nil9 6,460 189 720 909 5,551 86 
'6,624 1,874 8,498 1,447 1,447 7,051 .· 83 

7,051 1,888 8,939 1,456 1,456 7,483 84 
7,483 1,019 8,502 1,212 1,212 7,290 86 

1,20,693 38,317 1,59,010 15,836 15,836 1,43,174 90 
1,43,174 38,236 1,81,410 8A83 8,483 1,72,972 95 
1,72,972 Ni110 1,72,972 3,570 13,540 17,110 1,55,862 90 

29,24,684 • ll.Jl,43,11.29 40,67,813 -- 9,62,797 9,62,797 3].,«D5,016 

3ll,«D5,0].6 ].7,45,028 48,50,044 - 4,30,653 4,3«D,653 44,11.9,3911. 
44,11.9,3911. 2,30,077 46,49,468 Hi,78,5841 :D.2,46,503 29,25,087 ll 7,241,3811. 

6 
These cases were not ~o be assessed according to the Government Resolution dated . 

5 January 2007. · 
7• 8• 9• IO N "d t"fi d s:-. b "- ,,I . ft h . l .. · o cases were u en 1 e ior assessment y tllle uepartment a: er t e imp ementatmn 

. of Value Added Tax. 
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The department informed (October ·2007) that the ·huge pendency in 
assessments was due to diversion of manpower for implementation of the 
Maharashtra Value Added Tax (VAT) Act. 

!~,zi~zm~~~~~m:~Iq:rj!i!~1.t~. 

The details of cases of evasion of ta.X detected by the Sales Tax and the State 
Excise departments, cases finalised and the demands for additional tax raised 
as reported by the departments are mentioned below : 

1. Sales tax 

2. State 
excise 

3,812 1,001 4,813 

1 1 

. 2,379 404.51 2,434 

1 0.01 

During the year 2006-07, demands for Rs. 2.43 crore in 12,868 cases and 
Rs. 7.08 lakh in 26 cases, relating to Sales.Tax and State Excise were written 

. . 

o:ffby the departments as irrecoverable due to the following reasons: 

Rwi ees in la.kh) 

1. Whereabouts of defaulters not 12,270 234.85 7 4.83 
known 

2. Defaulters no longer alive 9 0.74 

3. Defaulters not having any 596 5.79 4 ·o.63 
property 

4. Defaulters adjudged insolvent ·2 0.30 
/ 

5. Other reasons 

6. Remission of penalty 2 2.83 4 0.58 

Total 12,868 243.47 26 7.08 

9 



Audit Report (Revenue Receipts) for the year ended 31 ¥_arch 2007 
fc-t .5%f'f''r•·~' .. ;;ts 'lfM·• 9- -·Hf""'•·•* GBRitfiS• .. t.H.frlg,.,·f!fififr?i!pmt B·m -qr 1 i~• •·&Ii• ~> · -y<i.:<··?ffo .µ ?·.< 4±SY •~-+.gt-Ntg Y: i >·S•3 '-'-'"E· f''"·r·x~ "!?•"'· 9 

I. 

2. 

3. 

4. 

The number of refund cases pending at the beginning of the year 2006-07, 
claims received during the year, refunds allowed during the year and cases 
pending at the dose of the year 2096-07, as reported by the departments were 
as under: 

Claims outstanding at the 2,902· 96.23 31 4.13 121 0.56 
beginning of the year 

Claims r~ceived during 42,573 1,855.92 178 10.16 31 0.77 
the year 

Refunds made during the 39,694 1,799.84 183 10.29 65 0.26 
year 

Balance'outstanding at 5,781 152.31 26 4.00 87 1.07 
the en~ of the year 

Test check of the records relating to sales tax, land revenue, state excise, 
motor vehicles tax, stamp duty and registration fees, electricity duty, other tax 
receipts, forest receipts and other non-tax receipts conducted during 2006-07 
revealed under assessments/short levy/loss of revenue amounting to 
Rs. 545.16 crore in 16,020 cases. During the course -of the year, the 
departments accepted under assessments of Rs. 54.37 crore in-12,626 cases 
pointed out in 2006-07 and earlier years and recovered Rs~ 41.78 crore. No 
replies bad been received in respect of the remaining cases (October 2007). 

This report contains 32 paragraphs including three reviews relating to non/ 
short levy of taxes, duties, interest and penalty etc., involving Rs. 854.63 
crnre. The departments/Government accepted au~it observations involving 
Rs. 461.86 crore, of which Rs. 2.77 crore had been recovered upto October 
2007. No replies have been received in the other cases (October 2007): 

The Principal Accountant General (Audit)-!, Mumbai and the Accountant 
-General (Audit)-H, Nagpur arrange to conduct periodical inspections of the 
various offices of the Government departments to test check transactions of 
the tax and non-tax receipts and verify the _ maintenance of important 
accounting and other records as per the prescribed rules·and procedures. These 

* Reconciled position furnished by the department. 
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inspections are followed by inspection reports (llRs) issued to the heads of 
offices, with copies to the next higher authorities. The Government of 
Maharashtra, Finance Department's circular dated 10 July 1967 provides for 
response by the executive to the !Rs issued.by the Accountants General (AsG), 
within one month, after ensuring action _in compliance of the observations 
made during audit inspections. Serious irregularities are also brought to the. 
notice of the heads of departments by the offices of the AsG. Half yearly 
reports are sent to the Secretaries of the concerned departments in respect of 
the pendmg !Rs to facilitate the monitoring of audit observations. 

Inspection reports issued upto 31 December 2006, pertaining to offices under 
the Finance; Home; Revenue and Forests; Industries, Energy and Labour; 
Housing; Urban Development; Co-operation and· Textiles; Irrigation; 
Agriculture, Animal Husbandry, Dairy Development and Fisheries; Public. 
Health; Public Works and Education and Employment departments disclosed 
that 10,481 observations relating to 4,664 !Rs involving Rs. 916.41 crore, 
remained outstanding at-the end ofJune 2007. Of these, 1,763 !Rs containing 
3,293 observations involving Rs. 365.83 crore had not been settled for more 
than four years. The year-wise position of the outstanding IRs and paragraphs 
is detailed in the Annexure-I. 

Inrespect of 1,213 paragraphs relating to 455 lRs involving Rs. 118.34 crore, 
issued upto December 2006, even the first replies, which were required to be. 
received from the heads of offices within one month, had not been received. 

A review of the !Rs which were pending due to non-receipt of replies from 
various departments, revealed that the heads of the offices and the heads of the 
departments (Secretaries) had failed to sen<;l replies to a large number of 
!Rs/paragraphs, indicating that proper action was not being taken to rectify the 
defects, omissions and irregl)larities pointed out in the !Rs issued by the AsG. 
The Secretaries of the departments, who were informed'bf the position through 
half yearly reports, did· not erisure prompt and timely action. Such inaction 
could result in the. perpetUation of serious :financial irregularities and loss of· 
revenue to the Government, despite these having been pointed out in audit. 

The details of outstanding !Rs were reported to the Government in August 
2007; their reply had not been received (October 2007). , 

cl~.~i~~~m:~: 

· In order .to expedite the settlement of the outstanding audit observations 
contained in the !Rs, departmental audit committees are constituted by the 
Government. These committees are chaired by the Joint Secretary/Deputy 
S~cretary of the ·administrative department concerned and attended, among 
others, by the concerned officers of the State Government ·and offices of the 
AsG. 

In order to expedite clearance of the outstanding audit observations, it is 
necessary that the audit committees meet regularly and ensure that final action 
is taken in respect of all the audit observations outstanding for mo!:_e than a 
year, leading to their settlement. During the year 2006-07, four meetings each 
were convened by the Finance Department and the Revenue and Forests 
Department. Meetings were not held by the Home; Urban Development; 
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Industries, Energy and Labour; Housing; Relief and Rehabilitation and 
Irrigation departments. This indicated that ·the Government departments did 
not make effective use of the machinery created for settling oµtstanding audit 
observations. · 

The Finance Department issued directions to all the departments in July 1967 
to send their responses to the draft audit paragraphs proposed for inclusion in 
the Report of the Comptroller and Auditor General of India within six weeks. 
The draft paragraphs were forwarded by the respective Audit offices to the 
Secretaries of the concerned departments through demi-official letters, 
drawmg their attention to the audit findings and requesting them to send their 
response within the prescribed time. The fact of non-receipt of replies from the 
Government was invariably indicated at the end of each paragraph included in 
the Audit :Report. 

Draft paragraphs included_ in the Report of the Comptroller and Auditor 
General of India (Revenue Receipts) for the year ended 31 March 2007 were 
forwarded to the Secretaries of the respective departments between April and 
August 2007 through demi-official letters. Replies to most of the paragraphs 
have not been received. Such paragraphs (clubbed into 32 paragraphs) have 
been included in this report. 

According to the instructions issued by the Finance Department, all the 
departments were required to furnish explanatory memoranda, vetted by 
Audit, to the Maharashtra Legislative Secretariat, in respect of paragraphs 
included in the Audit Reports, within one month of their being laid on the 
table of the House. °"" 

A review of the outstanding explanatory memoranda on paragraphs included 
in the Reports of the Comptroller and Auditor General of India (Revenue 
Receipts) which were still to be discussed by the PAC, disclosed that as on 30 
September 2007, the departments had not submitted remedial explanatory 
memoranda on 58 paragraphs for the years from 1997-98 to 2004-05 
(excluding 1999-2000)• as detailed below: 

~ 1999-2000 - Explanatory memoranda were received and the Audit Report discussed. 
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Chapter-! General 

l. Revenue and forests 4 2 5 1 6 5 23 

2. Finance 

3. Home l 5 

4. Urban develoP.ment 2 2 2 2 9 

5. Industries, energy & 
labour 

2 5 

6. Hou~ing 2 2 2 7 

7. Relief and 
rehabilitation 

3 1 5 

8. Public Works 

9. · Medical and public 
health 

10. · Co-operation 

Total 

1 

. 6 rn ss 

With a view to ensure accountability of the executive in respect of all the 
issues dealt with in the Audit Reports, the Public Accounts Committee (JP AC) 
lays down in each case, the period within which action taken notes (ATNs) on 
its recommendations should be sent. 

The PAC discussed 162 selected paragraphs pertaining to the Audit Reports 
· for the years from 1986-87 to 1999-2000 and their recommendations on 82 

paragraphs were incorporated in their 2?1h Report _(1994-95), 9th Report (1995-
96), Iih, 131

\ 14th and 18th Reports (1996-97), 21st Report (1997.:98), 5th 
Report (2000-01), 1i0 Report (2002-03), 5th Report (2006-07) and 6th Report 
(2007-08). However, ATNs had not been received in respect of 50 
recommendations of the PAC from the departments concerned as mentioned in 
the following table: 
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1986-87 1 

1987-88 1 

1988-89 1 

1989-90 1 2 4 7 

1990-91 7 4 2 13 

1991-92 1 3 

1992-93" 3 

1993-94 3 2 6 

1995-96 

1996-97 l 2 3 

1997-98 3 4 

1998-99 5 6 

1999-2000 1 

'fofall ]3 H 2® 2 4 5® 

~J;~,Rg~~~~~E«lti!-~~:~. 

During the period from 2001-02 to 2005-06, the departments/Government 
accepted audit observations involving Rs. 1,910.95 crore, out of which an 
amount of Rs. 770.85 crore had been recovered till 31 March 2007 as 

· mentioned below: 

2002-03 1,999.22 553.98 52.61 

2003-04 1,246.50 693.77 590.02 

2004-05 555.47 333.92 27.97 

2005-06 1,332.03 123.15 2.48 

'lfofall 5,627.®7 770.85 

Despite the matter being taken up with the concerned Secretaries as well as the 
Chief Secretary a number of times, the position relating to recovery of dues as 
pointed out by Audit, remains highly unsatisfactery. 

/ 
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Test check of the records of the Sales Tax Department .conducted during the 
year 2006-07, revealed under assessment/short levy/loss of revenue amounting 
to Rs. 13.08 crore in 633 cases, which broadly fell under the following 
categories: 

1. Non/short levy of tax 315 4.51 

2. Incorrect alkiwance of set-off 156 1.37 

3. Non/short levy of interest/penalty 27 0.17 

4. Omission to forfeit tax collected in excess 11 0.09 

. 5. . Other irregularities 124 6.94 

TotaR 633 13.@8 

During 2006-07, the department accepted under assessments and other 
deficiencies involving Rs. 15.55 crore in 1,032 cases, out of which 89 cases 
involving Rs. 26 lakh were pointed out during 2006-07 and the rest during the 
earlier years. The department recovered Rs. 2.96 crore. In 11 other cases 
involvirig revenue of Rs. 7.1418;kh, action was stated to be time barred. 

A few illustrative cases involving a financial effect of Rs. 8.97 crore are 
mentioned in the following paragraphs against which'an amount of Rs. 14.52 
lakh had been recovered upto October.2007. 



Audit Report (Revenue Receipts) for the year ended 31March2007 

2.2.1 Under the provisions of the Maharashtra Sales Tax on the transfer of 
property in goods involved in the execution of the Works Contracts Tax 
(WCT) (Re-enacted) Act, 1989 and the Rules made thereunder, the rate of 
composition tax was two per cent from May 1998 (one per cent. for April 
1998) of the total contract value in respect of construction contracts1 and three 
per cent of the total contract value for other contracts. The composition tax in 
respect of an types of contracts was revised to three per cent for the year 
2000-01 and four per cent thereafter. Besides, interest and penalty were also 
leviable as per the provisions of the BST Act. 

Dming test check of the records of three divisions2 between September 2002 
and September. 2006, it was noticed ·in the assessments of four dealers 
finalised between September 2001 and December 2005 for the period between 
1998-99 and 2001-02 that due to incorrect application of rate of composition 
tax, there was under assessment of tax of Rs. 2.44 crore including interest. 

After the cases were pointed out, the department revised the assessments/ 
rectified the mistakes between February 2006 and February 2007, raising 
additional demands. including penalty. A report on recovery had not been 
received (October 2007). 

The matter was reported to the Government in April and May 2007; their reply 
had not been received (October 2007). 

2.2.2 Under the provisions of the WCT Act and the Rules made thereunder, 
every dealer was required to obtain a certificate of registration under the Act if · 
the turnover of sales or purchases exceeded Rs. 2 lakh in a year. Tax at the rate 
specified in the schedule to the .Act was leviable .on the turnover of sales 
involving transfer of property of goods in the execution of works contracts. 
Besides, interest and penalty were leviable as per the provisions of the BST 
Act. 

Scrutiny of the records of Ghatkopar qivision in March 2004 revealed that a 
dealer registered under· the BST Act, purchased taxable goods valued as 

. Rs. 36.40 lakh during 1998-99 to 2001-02 for utilisation in job work. Further 
scrutiny, however, revealed that the dealer was not registered under the WCT 
Ad and no action was taken py the assessing officer (AO) to register him and 
assess the tax payable on the basis of the particulars of purchases available in 
the records of the dealer submitted under the BST Act. Thus, goods valued as · 
Rs. 36.40 lakh escaped tax amounting to Rs. 7.42 lakh including interest. 

After the CaSe Was pointed OUt, the department accepted the audit observation 
and assessed the dealer in November 2006 raising an additional demand of 
Rs. 7.59 lakh including penalty, against which the dealer filed an appeal. The 

1 Construction· contracts include contracts for buildings, roads, runways, bridges, flyover 
bridges, railway overbridges, dams, tunnels, canals, barrages, diversions, rail tracks, 
causeways, subways, water supply schemes, sewerage works, drainage works, ·swimming 
pools, water pmri:fication plrunts etc. 

2 Andheri, Bandra and Nariman Point (2). 

16 



H 4208-6 

Chapter-II Sales Tax· 
r, -fr sc5q E; F~ ~ - ic ., ... , ·tr ....,. · ''", e ~ "'"- •~"" "" · o; ... -·a ,_ ·- "1·5 • ~,.....£-, i ·- - 3 ¥-·· ,..!f3~*. ·'"'~ ~ 3g-µ_,_ .. * - u ....... &*?-¥·-- '1#54--,,-w,~""45 JI -- ' 

report on developn:ient in respect of the appeal had not been received (October 
2007). 

The matter was reported to the Government in May 2007; their reply had not 
been received (October 2007). ·· ·· · 

2o3o1 According to the Bombay Sales Tax (BST) Act, 1959 and Rule.41D of 
BST Rules, 1959, a manufacturer who had paid taX: on purchase of goods 
specified in entry 6 of Schedule 'B' and Schedule 'C' to the Act and used_ 
them within the State in the manufacture of taxable goods for sale or export or 
in the packing of goods so manufactured, was allowed set-off of tax paid on 
purchases at the prescribed rates. Where the manufactured goods were 
transferred to the branches otherwise than as sale, set-off was to be allowed 
proportionately. Besides, interest and penalty were leviable as per the relevant 
provisions of the BST Act. 

2o3.1o1 During test check of the records of 12 divisions3 between March 2003 
and June 2006, it was noticed that in the assessments finalised between March 
2002 and January 2006 of 24 dealers for the period between 1996-97 and 
2002-03, set-off was .incorrectly granted either on purchases which did not 
qualify for set-off or due to mistakes in computation. This resulted in under 
assessm~nt of tax ofRs. 95.24 fakh, including interest. A few iHustrative cases 
are mentioned in the foHowing tablle: 

2. 

3. 

Nashik 
1 

Bandra 
1 

1999~2000· Set-off was incorrectly allowed 
August 2004 without verifying the purchase 

· invoices and details of tax paid 
purchases from the books o 
accounts of the dealer. · 

1999-2000 Set-off on manufactured goods 
March 2003 transfen·ed to branches outside 

Maharashtra was inc(;m·ectly 
calculated, resulting in excess 
set-off. 

1999-2000 
April 2003 

Set-off was incom:ictly allowed 
without identification of goods 
purchased against form '31 '• or 
on surcharge and turnover tax. 

7.73 

5.22 

3 Andheri (4), Bandra (2), Borivali, Ghatkopar, Kolhapur, Mazgaon, Nashik (2), Nariman 
Point, Pune-I (4), Pune-U (5), Thane and Worli. J · 

• A certificate issued by the selling dealer confirming that sale price is inclusive of the tax 
leviable. 
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2.3.1.2 During test check of the records of the Sales Tax Officer (STO), 
Yavatmal, it was noticed in May 2005 that while finalising (March 2004) 
assessment of a dealer manufacturing sugar for the period 1999-2000, set-off 
ofRs.15.97 lakh on purchase of goods valued as Rs. 74.88 lakh was allowed 
by the AO though a certificate in form '31' had not been furnished by the 
dealer in support· of the payment of tax. This incorrect grant of set-off resulted 
in under assessment of tax of Rs. 17.17 lakh, including interest. 

After the cases were pointed out, the department revised the assessments or 
reassessed the. dealers betwe~n February 2005 and January 2007 and raised 
addit_ional demands totalling Rs. 1.1 J crore including penalty. Two dealers 
paid Rs. 2.08.lakh. A report on recovery in the remaining cases had not been 
received (October 2007). 

The matter was reported to the Government in April and May 2007; their reply 
has not been received (October 2007). 

. . 
2.3.2 According to Rufo 43C of the BST Rules, a registered dealer was 
entitled to set-off of taxes paid on the turnover of purchases of goods from 
other dealers registered in Maharashtra provided the goods so purchased are 
resold within a period of nine months from the dates of their purchase in the 
same form in which they were purchased, either in the cour~e of export or in 
the course of inter State trade or commerce. Besides, interest and penalty 
were.leviable.as per the relevant provisions of the State A~t. 

During test check of the records of four divisions4 between May 2003 and 
March 2006, it was noticed in the assessments of eight dealers, :finalised 
between August 2002 and April 2005 for the period between 1999-2000 and 
2002-03, that set-off was incorrectly. aHowed on purchases which did not 
qualify for set-off or were incorrectly computed; This resulted in under 
assessment of tax of Rs~ 55.65 lakh, including interest. 

After the cases were pointed out, the . department revised/rectified the 
assessments between August 2004 and January 2007, raising additional 
demands totalling Rs. 55.67 fakh including penalty. Against this; two dealers 

- paid Rs. 1.58 lakh. A report on recovery in the remaining cases had not been 
received (October 2007). 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). 

2.3.3 Under the provisions of Rule 42L of the BST Rules, a dealer was 
entitled to set-off of tax paid on purchases effected from 1 May 2000 in 
respect of Indian made foreign liquor and from ~1 April 2002 in respect of 
fermented liquor (beer) as specified in entry 22 in Part II of Schedule C. 
Besides, interest and penalty were leviable as per the relevant provisions of the 
State Act. 

During test check of the records of three divisions5 between January 2004 and 
November 2005, it was noticed in the as~essments finalised between 
December 2002 and April 2004 of five deal~rs for the period 2000-01 to 2001-
02 that set-off was incorrectly allowed on purchases which did not. qualify for 

4 Andheri (2), Borivali (3), Churchgate and Nariman Point (2). 
5 Ghatkopar, Thane (2) and Worli (2). 
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set-off or_ set-off was incorrectly calculated. This resulted in under assessment 
of tax of Rs. 10.23 liakh, including interest. 

After the cases were pointed out, the department rectified the mistakes 
between November 2004 and December 2006 and raised additional demands 
totalling Rs. 10.24 lakh, including penalty. Against this, two dealers paid 
Rs. 4.23 lakh. A report on recovery in respect of the remaining cases had not 
been received (October 2007). 

The matter was reported to the Government in May 2007; their reply had not 
been received (October 2007). 

2.3.4 Under the provisions of Rule 41F' of the BST Rules, a manufacturer 
was entitled to full set-off of tax paid on purchases of goods used by him 
within the State in the manufacture of specified goods for sale. Besides, 
interest and penalty were leviable as per the relevant provisions of the State 
Act. 

During test check of the records of three divisions6 between April 2004 and 
March 2005, it was noticed in the assessments of three dealers, finalised 
between April 2003 and January 2004 for the period between 1997-98 and 
2001-02, that set-off was either incorrecdy computed or allowed on purchases 
used in the manufacture of goods such as IV7 sets, lead sheets and lead ingots 
which did not fall.under the category of specified goods~ This resulted in under 
assessment of tax of Rs. 7.29 lakh, including interest. 

After the cases were pointed out, the department revised the assessment orders 
between October 2005 and January 2007, raising additional demands totalling· 
Rs. 7.32 laklr, including interest and penalty. A report on recovery had not 
been received (October 2007). · 

The matter was reported to the Government in May 2007; their reply had not 
been received (October 2007). 

2.3.5 Under the provisions of Rule 42H of the BST Rules, a dealer having 
turnover of sales in excess of Rs. 1 crore (Rs. 50 lakh from l October 1996 
and Rs. 40 lakh from 15 May 1997) was entitled to set-off of tax paid on the 
purchase of goods. With effect from 1 April 1999, a dealer holding a trade 
mark or patent in respect of goods sold by him was entitled to set-off of tax 
paid on the purchases. Besides, interest and penalty were leviable as per the 
relevant provisions of the State Act. 

During test check of the records of four divisions8 between December 2003 
and February 2006, it was noticed in the assessments :finalised between August 
2002 and January 2005 of four dealers for periods falling between 1 April 
1996 and 31 March 2001 that.set-off was allowed in excess due to mistake in 
computation of purchases consumed in sales. This resulted in under 
assessment of tax of Rs. 5.63 l~ including interest. 

After the cases ·were pointed out, the department rectified/revised the 
assessments between JuRy 2005 and January 2007 and raised additional 

6 Andheri, Mandvi and Nashik. 
7 Intravenous sets 
8 Andheri, Bandra, Ghatkopar and Prnne-I. 
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demands totalling Rs. 5.68 lakh, including interest and penalty. A report on 
recovery had not been received (October 2007). 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). 

2.4.1 Under the provisions of the BST Act and the Rules made thereunder, 
where a dealer purchased any goods specified in Schedule B or C from an 
unregistered dealer, then mtless the goods so purchased were resold, purchase 
tax was leviable on the turnover of such purchases at the rates set out against 
each good in the schedules to the Act. Besides, interest/penalty was payable 
as per the provisions of the Act. 

During test check of the records of Mumbai Enforcement B and Nariman 
Point d:i.vi~ions :i.n August 2003 and June 2004, it was noticed in the 
assessments of two dealers finalised in July 2002 and March 2004 for the 
period 1. April 1998 to 31 March 1999, that on the turnover of purchases of 
Rs. 7.75 crore effected from unregistered dealers which were not resold, 
purchase tax which was leviable was not levied. This resulted in under 
assessment of tax of Rs. 1.13 crore, including interest. 

After the cases were pointed out, the department rectified the assessments in 
May and August 2006, raising additional demands totalling Rs. 1.13 crore, 
including interest and penalty. In one case, the department issued a revenue 
recovery certificate (RRC) under the Maharashtra Land Revenue (MLR) Code 
for the recovery of dues. A report on recovery had not been received (October 
2007). 

The matter was reported to the Government in April 2007; their reply had not 
been received(October 2007). 

2.4.2 Under the provisions of the BST Act, the Government, by a 
notification issued in October 1995, exempted certain classes of purchases 
from payment of tax, subject to certain conditions. · ff the ~onditions were not 
complied with, purchase tax was leviable on the purchase price of the goods at 
the rates specified in the schedule to the Act. The amount of taX paid on such 
purchases was to be set-off against the purchase tax so leviable. Besides, 
surcharge and interest at prescribed rates were also leviable as per the 
provisions of the Act. 

During test che.ck of the records of Andheri division between September 2003 
and July 2004, it was noticed in the assessments of a dealer finalised in 
February 2003. and June 2003 for the period 1999-2000 and 2000-01 that raw 
material worth Rs. 2.28 crore purchased by a manufacturer on declarations in 
form G9 were exempted from payment of tax. Further scrutiny revealed that 
these goods were not used within the SEEPZ in the manufacture of goods for 
export outside the territory of India as required under the notification. Thus, 
the tax exemption allowed was incorrect, resulting in non-levy of purchase tax 
ofRs. 15.31 lakh including surcharge and interest. 

9 Form G entitles a registered dealer in Santacruz Electronic Exp-ort Processing Zone (SEEPZ) 
to purchase goods without payment of tax subject to certain conditions. 
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After the case was pointed out, the department revised the assessments in 
January 2006, raising an additional demand of Rs. 23.05 lakh including 
surcharge with interest and penalty. A report on recovery had not been 
received (October 2007). · · 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). 

2.4.3 Under the provisions of the BST Act, if a dealer had purchased any 
goods specified in Part I of Schedule C of the Act and used such goods in the 
manufacture of taxable goods and had despatched those manufactured goods 
to his own place of business or to his agent's place of business situated outside 
the State within India, then such a dealer was liable to pay purchase tax at the 

. rate of two per cent on the turnover of such purchases with effect from 
1 October 1995. Besides, surcharge and interest were leviable as per the 
provisions of the Act. · 

During test check of the records of Ghatkopar, Nariman Point and Nashik 
divisions between December 2002 and May 2005, it was noticed in the 
assessments of three dealers finalised between May 2001 and March 2005, 
that purchase tax was not 'levied on purchase of goods valued as Rs. 4.31 crore 
during ·the period falling between 1 April 1998 and . 31 March 2002. This 
resulted in under assessment of tax of Rs. 9 .21 lakh including interest. 

After the cases were pointed out, the department rectified/revised the 
assessments in two cases and reassessed the third dealer between May 2005 
and May 2006, raising additional demands totalling Rs. 9 .21. lakh, including 
interest. In one case, the department adjusted Rs. 34,000 against the refund 
payable. A report on recovery in the remaining cases had not been received 
(October 2007). - · 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). 

Under the BST Act, if any tax remained unpaid on the date prescribed for 
filing of the last return in respect of the period of assessment, the dealer was 
required to pay simple interest at the rate of two per cent {1.25 per cent with 
effect from July 2004) of the amount of tax for each month or part thereof 
from the date following the date of the period of assessment till the date of 
payment or the order of assessment, whichever was earlier. The Act also 
provided for levy of penalty if a dealer concealed the particulars of any 
transaction liable to tax. ff the amount of tax paid by the dealer was found to 
be less than 80 per cent of the amount of tax assessed, then he was. deemed to 
have concealed the turnover liable to tax and penalty not exceeding the 
amount of tax due was leviable. The provisions were also applicable for levy 
of interest and penalty under the Central Sales Tax (CST) Act. 

During test check of the records of Borivali and Nariman Point divisions 
between June 2004 and January 2006, it was noticed in the assessments of 
three dealers finalised between October 2003 and March 2005 for the period 
between 1995-96 and 1998-99, that two dealers paid tax of Rs. 2.38 crore 
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belatedly. The delays ranged between 82 and 91 months, for which interest 
was either not levied or levied short. In· another case, the dealer concealed 
turnover of Rs. 24.19 lakh, being purchases from unregistered dealers during 
the period 1998-99 and also paid less than 80 per cent of the total tax levied 
for which penalty upto Rs. 53.86 lakh was leviable but was not levied. This 
resulted in non/short levy of interest of Rs. 67.01 lakh and penalty upto 
Rs. 53.86 lakh. 

After the cases were pointed out, the department levied-interest and penalty of 
Rs. 67.01 lakh and Rs. 28.60 lakh respectively. Of this, in one case, the 
department issued an RRC to recover the dues under the MLR Code. A report 
on recovery had not been received (October 2007). 

The matter was reported to the Government in April and May 2007; their reply 
had not been received (October 2007). 

Under the prov1s10ns of the BST Act, the rate of tax leviable on any 
commodity was determmed with reference to the relevant entry in Schedule B 
or C of the Act. Further, the State Government, by notification from time to 
time, exempted certain sales or purchases from payment of tax in full or any 
part thereof: which was payable under the provisions of the Act, subject· to 
such conditions as were prescribed. Besides, turnover tax, surcharge and 
interest were also leviable as per the provisions of the Act. 

During test check of the records of 11 divisions10 between July 2001 and 
March 2006, it was noticed in the assessments of 30 dealers finalised between 
March 2001 and March 2005, for the period between 1996-97 and 2002-03, 
that there was under assessment oftax of Rs. 94.46 lakh, due to application of 

. incorrect rates of tax, incorrect exemptions, non-levy of tax; incorrect levy of 
concessional rates of tax and incorrect deductions from the turnover of sales. 
A few illustrative cases are mentioned in the following table: 

10 Andheri (4), Bandra (4), Churchgate (2), Ghatkopar (2), Mandvi (2), Nashik (2), Nariman 
Point (5), Pune-1 (2), Pune-H (4), Thane and Worli (2). 
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I. Nariman 
Point 

1 

:::2. Mand vi 
I 

3 . GhatkoQar 
I 

-4. Nashik 
I 

:s. Pune-1 
l 

. 
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(Rupees in lakh) 

lmml Name of Nature of Taxable Rate of tu Under assessment Total 
Mo•tbof co•modity il:replarity tllrnover 

Leviable Lel·ied Tu SC Interest u1eumeat 

1997-98 Cakes and Counter sales 199.16 20 8 23.90 -- 2.84 26.74 
March 2001 pastries of cakes and 

pastries in a 
five star hotel 
were taxed at 
eight per cent 
instead of 20 
!per cent. 

2000-01 and Lead sheets Incorrect 81.08 13 4 7.30 0.73 1.81 9.84 
2001-02 classification 

April 2003 of a 
commodity 
led to tax 
being levied 
at a lower 
rate. 

1998-99 and Indian Payment of 55.29 20 8 6.63 -- 9.66 16.29 
April 1999 to made tax at r~uced 

February foreign rates was 
2000 liquor incorrectly 

July 2001 (CMFL) allowed to 

18.3.99 to Country 
unregistered 

14.31 13 Nil l.86 1.86 dealers -- -
31.3.99 and liquor, instead of the 1.27 8 Nil 0.10 -- -- 0.10 

April 1999 to Wine, full rate of 15.87 20 8 l.91 - 3.44 5.35 
July 1999 IMFL tax. 
November 

2003 

1999-2000 Mouth Mouth 43.63 13 4 3.93 0.39 1.64 5.96 
June 2003 freshener freshener was 

incorrectly 
classified as 
'raw saunf 
and taxed at 
four per cent. 

Total 66.14 

After the cases were pointed out, the department rectified/revised the 
assessments or reassessed the dealers between July 2005 and January 2007, 
raising additional demands totalling Rs. 95.80 lakh, including interest, penalty 
and forfeiture of tax, against which one dealer paid Rs. 41 ,000 while three 
dealers filed appeals. A report on recovery in respect of the remaining cases 
and the developments in the cases in appeal had not been received (October 
2007). 

The matter was reported to the Government~ April 2007; their reply had not 
been received (October 2007). 
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Under the provisions of the CST Act, the last sale or purchase of any goods 
preceding the sale occasioning the export of those goods out of the territory of 
India is deemed to be in the course of export and is exempt from tax, provided 
the last sale or purchase takes place and is for the purpose of complying with 
the agreement or order for such export and the selling dealer produces a 
certificate in form 'H' (form 14B in case of a dealer within the State) duly 
fiHed in and signed by the exporter, along with evidence of export of such 
goods. Furth~r, it has been judiciaHy 11 held that packing material which is 
used as the ordinary mode for packing and transportation of goods is not the 
subject matter of export. and hence is not eligible for exemption :from tax~ 

During test check of the records of 10 divisions 12 during July 2002 and 
· January 2006, it was noticed in the assessments of 15 dealers fmaHsed 

- between June ,2001 and August 2004 for the period between 1994-95 and 
2002-03, that sale of goods of Rs. 7.50 crore were exempted from levy of tax 
though the claims were not supported by the prescribed certificates/complete 
certificates or documentary evidence in relation to the exports. In respect of 
one dealer, packing materials used as the ordinary mode for packing of goods 
to be exported out of India were incorrectly exempted from tax. This resulted 
in under assessment of tax of Rs. 76.68 lakh including interest. 

After the cases were pointed out, the department raised between July 2004 and 
January 2007, additional demands totalling Rs. 76.73 lakh including penalty. 
Three dealers paid Rs. 5 .41 lakh under the amnesty scheme while three dealers 
filed appeals. The reports on the developments in the appeal cases and 
recovery in the remaining cases had not been received (October 2007). 

The matter was reported to the Government in April and May 2007; their reply 
had not been received (October 2007). 

Under the provisions of the BST Act, as amended on 31 March 1999, turnover 
tax at the rate of one per cent on the turnover of sale of goods specified in 
Schedule C after deducting resale of goods from such turnover and surcharge 
at ·the rate of 10 per cent of the tax payable where the aggregate of taxes 
payable by a dealer exceeded Rs. 1 lakh in any year were leviable. From 1 
April 2001, surcharge at the rate of 10 per cent of the taxes payable was 
leviable in all cases. Turnover tax was also leviable on the turnover of sales 
supported by declarations under the BST Act. Besides, interest and penalty 
were leviable as per the provisions of the Act. 

During tesf check of the records of six divisions 13 between November 2003 
and February 20069 it was noticed in the assessments of eight dealers, finalised 
between January 2003 and September 2004 for the period between· 1999~2000 
and 2001-02, that turnover tax and surcharge were either not levied or levied 

11 Packwell Industries Pvt. Ltd v/s State of Tamil Nadu (51 STC 329) 
12 Andheri, Bandra (2), Borivali (2), Enforcement _A, Ghatkopar (3), Mandvi, Nariman Point, 

Pune-II, Thane (2) and Worli. . 
13 Borivali, Ghatkopar (2), Nashik, Nariman Point, Pune-H (2) and Thane. 
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short. This resulted in under assessment of taX of Rs. 36.57 lakh including 
interest. - · 

After the cases were pointed out, the department revised -the assessments/ 
reassessed the dealers between May 2005 and September 2006, raising -
additional demands· totalling Rs. 36;63 fakh, including penalty. A report on 
recovery had not been received (October 2007). -

The matter was.reported to the Government in April and May 2007; their reply 
had not been received (October 2007). 

Under the provisions of the CST Act~ tax on sales ih the course· of inter State 
trade or commerce supported by vallid dedaratjons in form. c is 1eviab1~ at the 
rate of four per cent of the salle price. Otherwise, tax is leviable at twice the 
rate applicable to the sales inside the S~te in respect of declared goods and in 
respect of goods other than declared goods at 10 per cent or at.the.rate of tax -
applicable to the sale or purchase of such goods inside the State, whichever is 
higher. :Besides, interest and penalty are leviable as per the relevant provisions 
of the State Act. 

During test check of the records of eight divisions14 between J~y 2002 and 
February 2006, it was noticed in the assessments of· 11 dealers finalised. 
between October 2001 and March 20_Q5 for the period between 1997-98 and 

_ 2003-04 that inter State sales of :RS: 2.95 crore were subjected to tax at 
concessional rate though these were either not supported by dedaratioris or 
·were supported by invalid dedaratio~. -This resulted in under assessment of -
tax of Rs~ 13 .7 l fakh including interest. -

After the cases were pointed out, the department· rectified the assessments 
between January 2005 and February 2007 and ·raised additionall demands 
totalling Rs. 13:73 lakh including penallty, against which one dealler paid 
Rs. 47,000. A report on recovery in the rerri.ailling cases had not been received 
(October 2007). 

The matter was reported to the Government in Apriland May 2007; their reply 
had not been received (October 2007). 

z.~:~Qj~~&Jig~~*!~,,,._ -~·~~~~~1~!ff 

Under the provisions of the B~T Act, an AO was empowered to make a 
summary assessment in respeet of a .defiler by accepting his returns and . 
satisfying himself that the returns furnished were correct and complete. 

During test check of the records of Bandra and Ghatkopar divisfons in April 
2005 and February 2006, it was noticed-in the returns of two dealers accepted 
for summary assessments in October 2002 and October 2004 for the pf;riod 
between 1998-99 and 2002-03 that there were anomalies in the daim.3 on 
account of resales/taxable sfiles as compared to the purchases . from the 
registered defilers during the relevant periods. 

14 Andheri, Bandra (3), Churcbgate (2), Ghatk<;>pair, Mazgaon, Nariman Point, Thane and 
Worli. - -

!----------·-· -
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After· the cases were pointed out, the. department accepted the audit 
· observation and revised/rectified the assessments in June and December 2006, 
raising. additional demands totalling Rs. 14.95 liakh, including interest. . A 
report on recovery had not been received (October 2007). 

The matter was reported to the Government in April and May 2007; their reply 
had not been received (October 2007). 

2.11.1 :!Introduction 

_ Value added ·tax (VAT) was implemented in Maharashtra with effect from 
April 2005. The Government of India (GOI) agreed to compensate the State 
Government for loss of revenue consequent to the implementation of VAT and 
issued guidelines in June 2006 on the modalities for calculation of 
compensation daims. As per the guidelines, VAT receipts were to be 
compared with· the revenue of the pre..:v AT period, suitably extrapolated on 
·the basis of the average growth of the rate of revenue of the previous five 
years. Further, motor spirit .tax (MST) receipts, tax on liquor and credits on 
account of input tax (ITC) under VAT adjusted against CST. were to be 
excluded while computing the receipts. These amounts were to be deducted 

, from the total revenue collection . for the year 2005-06. The resultant net 
revenue was to be compared with the projected tax revenue for 2005-06 to 
arrive at the. loss due to the introduction of VAT. The compensation was 
allowable at I ao per cent of such loss of revenue during the year 2005-06. The 
State Government preferred (September 2006) 'their final compensation claim 
of Rs. 3,548.42 crore for the year 2005-06, against which the GOI sanctioned 
Rs. 1,374.64 crore upto September 2006. 

The. refunds granted and MST (non-VAT revenue) allowed as per the returns 
relating .to the period from April 2005 to March 2006 in the Nariman Point 
(Mumbai) and Pune divisions (outside Mumbai) were scrutinised in audit 
between December 2006 and February 2007. The total amount of refund 
involved in the compens_ation claims upder VAT was Rs. 1,637.33 crore, of 
which Rs. 423.46 crore was involved in 719 cases which were test checked in· 
audit. Besides, receipts of Rs. 5,818.53 crore relating to MST in the case of 
eight oil compames were also test checked. 

The important audit findings are mentioned below : 

2.Jl 1.2 lndusiion of inadmissibfo refunds in the dahn 

-2.H.2.1 According to the modalities prescribed by the GOI, tax refunds 
allowed by the department relating to VAT items only are to be taken into 
consideration for claiming compen8ation. 

The Government of Maharashtra considered the total refunds of Rs. 1,637.33 
crore allowed during 2005-06 for compensation. Of this, Rs. 554.80 crore15 

15
· Total refunds granted by the Pay and Accounts Office, Mumbai were Rs. 684.23 crore 
against which Rs. 129.43 crore pertaining to Raigad division have been excluded. 
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related to- nine divisionsr6 of Mumbai and Rs~ 4 i 0.64 crore related to Pune 
. division. However, as per the information furnished to Audit by :fue Sales Tax · 
. Department, the .refunds relating to VAT am~mnted to Rs. 203.44 .crore for 
Mumbai division and Rs. 375.64 crore for Pune division. This indicated that in 
these divisions, a total amount of Rs. 386.36 crore$ related to refunds granted 
under the Bombay Sales Tax (BST) Act, 1959 which was ineligible for 
compensation. 

In reply, the department stated (March 2007), that refunds were allowed from 
the total receipts of the department, which i.Ilcluded both VAT and BST. These 
receiptS were not separately classified into VAT receipts. and BST receipts, 
because that was neither fea8ible nor cost· effective. The department further 
stated that this view had been accepted by the· OOL The reply of the 
department is not tenable as this test check was conducted only after the GOI 
requested Audit in November 2006 to offer comments on the compensation 
claim preferred by the Government of Maharashtra .. m addition, according to 
the modalities prescribed by the GOI, mtly tax refunds relating to VAT items 
are to be taken into consideration for claiming compensation. The Government 
of Maharashtra belatedly opened a separate detailed head (00) (02) ooder sub­
head 102 to account for the receipts under VAT in August 2006. Belated 
opening of the detailed head of account for the VAT receipts led to deposit of 
tax under both BST and VAT Acts in the same head of account during the · 
period from April 2005 to Jilly 2006. · 

2.11.2.2 In two cases in Pune division, refunds of Rs. 1 L98 lakh for the period 
from April 2005 to December 2005 and October 2005 to February 2006 were 
made in January 2006 and March 2006 respectively. Since the refunds were 
due to the set-off allowed on -the purchase of liquor which was a non-VAT 
item, the refund considered· for compensation was incorrect. 

The department, while agreeing with the audit observation, stated that the 
amount involved was negligible. The reply is not tenable as these irregularities 
were noticed as a result of test check of records of onlly two divisions. Further 
reply has not been received (October 2007) •. 

·· 2.11.2.3 m the case of a dealer ofNariman Point division, it was noticed that 
exemption on branch transfer. of Rs. 1.22 crore was allowed under the CST 
Act .. · However, as per the CST Act, production of form 'F' hadl been made 
mandatory from May 2002. Thus the branch transfer of jewellery .of Rs. 1.22 
crore, not supported with form 'F', should have been treated' as inter State 
sales and taxed at the scheduled rate of one per cent. This resulted in short. 
levy of tax of Rs. L22 lakh. · 

The department, while agreeing with the audit observation, stated· ¢at the 
amount involved was negligible. The reply is hot tenable as this irregularity 
was noticed as a result oftest check of records of only two divisions. A report 
on recovery had not been received (October 2007). 

16 Andheri, Bandra, Borivali, Churchgate, Ghatkopar, Mandvi, Mazgaon, Nariman Point and 
Worli. 

s Ineligible amount= Rs. (554.80 - 203.44) crore +Rs. (410.64 - 375.64) crore =Rs, 386.36 
er ore 
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2.U..3 Jl!lllCO.ll"ll"ed adjus~ent ®f llll.®D=VAT tax rrewenue ilteliims _ -

According to the guideHnes of the GOK, receipts on account of MST, are to be 
excluded whllie computing the compensation daims. The compensation drum 
preferred by the State Government induded a deduGtion of Rs. 5,818.53 crore -
on account_ of MST receipts in respect of eight oH companies, from the total 

- VAT receipts of Rs.· 17 ,229 .46 crore during the year 2005-06. Scrut~y of the 
returns of two companies17 revefiled that as against receipts of Rs. 1,854.24 
crore showri. in the return, Rs; 1,871. 78 crore had been considered. for 
deduction. This resulted in excess deduction of Rs. 17.54 crore :from the VAT 
receipts, foading to an excess claim of compensation to that extent. 

After the ca8es were - pointed out, the department aecepte~ the audit 
observation. A -report oh final adjustment had not been received (October 
2007). 

_ .
17 Hindustan Petroleum Corporation Etct (HPGL):and mdo Burma Petroleum Company (IBJP 
Co.). - ': -
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Test check of· the records relating to stamp duty and registration fees· 
.· conducted during the year 2006-07 revealed non/short levy of dufy and loss of 

revenue etc .. amounting t9 Rs. 174.34 crore in 567 cases, which broadly feU 
under the foUoWing categories: 

l. .Concessions in Stamp Duty (A review) · 01 133049 

2. Non-levy of stamp duty on instrumen.ts 
58 2.46 

executed :by, co..,operative societies 

J. Incorrect grant of exemption of stamp· 
30 1.90 

dutY. and registration fees 

. 4. Short levy due to · misdassification of 
29 10.51 · 'documepts · . j ~. : \. 

5. Short· levy due to under valuatiOn of 444 25.66 
property .. 

6 .. Other irregularities 05 0.32 

'fota.R 567 174.34 

During the year .2006-07, the department accepted under assessments, short 
levy etc. in 166 cases and recovered· Rs. 6. 72 crore, of which three cases 
involving ~- 5.75 crore were pointed out during 2006-07 and the rest in 
·earlier years. 

A review on ~concessfol!lls in Stamp DMfy9 involving financiall effect of 
Rs. 133.49 crore and a few iHustrative cases involving financiall effect of 
Rs. 2.20 crore are mentioned in the following paragraphs . 
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High.Ugh ts 

(Paragraph 3.2.6) 

(Pairagraph 3.2. 7) 

(Paragraph 3.2.8.2 & 3) 

(Pairag1raph 3.2.10) 

(Pairagraplbi 3.2.lll) 

3.2.1 lllll.tr1DHd.udfon 

Levy of stamp duty (SD) in Maharashtra on different types of instrmnents1 is 
governed by the Bombay Stamp Act, 1958 (BS Act) which empowers the 
Government to reduce, ·remit or compound SD in pubHc interest. Concessions 
in SD have been granted from time to time on instruµlents relating to 
information technology (IT) units in the IT sector With a view to generate 
employment, self employment, promote business and enterprise in the JT 
industry. For promotion and growth of other industries ill the State, similar 
concession. in: SD is · offered on instruments relating to amalgamation of · 

. compapies and new industries. · 

Jit was dedded !by audil.t to review the mechanism for enslll!ring that the 
coimcessfons were granted Cl(])Jl"J!"ectly. The review l!'evea!ed a llll1lllmber of 
system. and. compliallllce id!efidencies which have been discussed Hllll the 
subsequemrt-p~nragl!'aphs. 

1 Instrument as defined in the Section 2 of the BS Act 
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3.2.2 Organisatimmal selt-llllp 

Principal Secretary, Relief and Rehabilitation (R&R) heads the Registration 
Department. The overall control and superintendence over collection of SD 
and registration fees vests with the Inspector General of Registration (IGR), 
Pune. The IGR is· responsible for ensiiring correctness of the grant of 
concessions; He is required to oversee the inspection of the offices of Sub­
Registrars (SRs) by deputy inspectors general of registration (DI Gs), assistant 
IGRs and 100 per cent check of documents involving concessions in SD by 
the Joint District Registrars (JDRs). The JDRs are empowered to adjudicate 
the docwnents and grant concession in SD. Further, the SRs can also grant 
concession in SD after verifying the compliance of an the conditions 
governing the grant of concession. The IGR is assisted by nine2 DIGs, three 
assistant IGRs, Superint~ndent of Stamps (SOS) at Mmnbai, 313 JDRs and 
317 SRs at district and taluka levels. · 

3.2.3 Scope and methodrifogy of audlit 

Instruments pertaining to the registration of amalgamated companies, IT sector 
units and new industries executed between. January 2002 and December 2006 
in 154 out of 35 registration districts were sampled using the software 
Interactive Data Extraction and Analysis (IDEA). Sdected instruments were 
scrutinised between January 2007 and May 2007 to determine the correctness 
of concessions granted. 

3.2.4 A:udit olbjedives 
I . . 

The review was conducted with a view to : 

c ascertain whether a ·record of concessions granted in SD was available 
to monitor the results of concessions for periodically reviewing their 
continuance or otherwise; 

m examine whether the concessions were correctly granted/administered; 

o ascertain whether any system exists for obtaining periodical 
information from the Registrar of Companies (ROC) on amalgamation 
of companies and increase in share capital for levy of SD to ascertain 
gaps, if any, in levy of SD; and 

assess the effectiveness of the internal control mechanisms instaUed by 
the department to ensure the correctness of the concessions granted. 

3.2.5 Acllmowledgement 

Indian Audit and Accounts Department acknowledges the co-operation of the 
Registration Department in providing necessary illformation and records for 
audit. The draft review report was forwarded to the . Government and 
department .in May 2007 and was discussed in the Audit Review Commi~ee 
meeting held in September 2007. Principal Secretary Relief and Rehabilitation 
Department represented the Government · whHe . Inspector General of 

2 
· Including one DIG, Headquarter at Pune 

3 There is no post of Joint District Registrar in Gondia, Hingoli, Nandurbar and Washim 
.districts 

4 Amravati, Aurangabad, Beed; Bhandara, Jalna, Nagpur, Nashik, Mumbai, Mumbai Suburb~ 
District, Pune, Raigad, Sangli, Satara, Solapur and Thane . · 
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Registration represented the department. Views of the Government/department 
have been incorporated in relevant paragraphs. 

Audit findings 

System deficiencies 

3.2.6 Absence of database of revenue forgone 

The Government in extending concessions decides to forgo revenue in 
pursuance of certain defined objectives. A reliable database of revenue 
foregone is, therefore, a pre-requisite for informed decision making. It was 
noticed in audit that the computerised system for registration of instruments 
introduced in January 2001 had the facility for recording concessions in SD 
granted by SR/JDR/SOS at the time of registration of instruments. The 
consolidated database with IGR, however, showed that there was no data 
on revenue remitted due to grant of concessions as the in-built facility in 
the computerised system was not being used. Consequently, the revenue 
remitted during 2002-07 on account of grant of concessions in SD was not 
quantified by the IGR. 

The Government stated (September 2007) that action to update the database 
has been initiated. 

3.2. 7 Concession for instruments pertaining to amalgamation, etc. of 
companies 

The Indian Registration Act, 1908 provides that instruments of conveyance 
should be registered compulsorily after payment of the registration fee. 
Further, Section 394 of the Companies Act, 1956 provides that every 
amalgamation order of the High Court (HC) is to be filed with the ROC within 
30 days for registration of the amalgamated company. Under the provisions of 
the BS Act, SD on conveyance, relating to an order of the HC in respect of 
amalgamation of companies, is leviable at the prescribed rate on the market 
value of shares/immovable property on the 'appointed date' mentioned in the 
scheme of amalgamation. Immovable property includes land, benefits to arise 
out of land and things attached or permanently fastened to anything attached to 
the earth. SD at the concessional rate is also leviable when the share capital of 
any company is raised. Maximum duty chargeable was fixed at Rs. 25 crore 
from I May 2002. It was noticed in audit that the department did not have a 
system for obtaining periodical information from the ROC on amalgamation 
of companies and increase in share capital of the companies for levy of SD. 
This resulted in non-levy of SD on instruments of amalgamated companies 
which amounted to irregular extension of concession beyond what was 
provided under the various orders. A few cases are discussed in the 
succeeding paragraphs. Non-installation of a system to obtain peri~dical 
information from the ROC thus resulted in unintended extension of 
concession amounting to Rs. 72.53 crore as revenue not being recovered 
at the prescribed concessional rates. 

3.2. 7.1 Non-levy of stamp duty on instruments of amalgamation of 
companies 

From the records available with the ROC, it was noticed that 140 cases of · 
amalgamation were registered with the ROC from 2001 to 2006. Cross 

32 



H 4208-8 

Chapter-III Stamp Duty & Registration Fees 
flhJ..35-d 'i- 4=<& #;Pfri""' ·lli .... , •. 4_, P·J·@ilf8tbJ&>-~ ....... \@& R-· :n;e - _\.,.~ *WN• >riM P·' R+ ,,b·Ss "'·7? .. tgE.P@r# & !\h#$c,,ii b &i &- R- ... 'IJ _, latg 

checking of these cases with those adjudicated by the SOS revealed that SD 
was levied only in 21 cases as and when the iristruments were presented to his 
office. fa three cases of amalgamation finalised between 2002 and 2004, SD of 
Rs. 1.80 crore was due. But, in the absence of relevant details from the ROC it 
was not. demanded. 

The Government stated (September 2007) that details in respect of these cases 
have been obtained and notices for recovery had been issued. 

3.2.7.'1. Faiil!mre to coHed stamp chnty on inc!l'ease in share capital 

In the office of SOS, it was noticed in April 2007 that share capital of a 
company was increased in 200 I on which SD of Rs. 50 fakh was leviable. 
However, the SOS did not levy and realise SD in absence of relevant details 
from the ROC. 

The Government stated. (September 2007) that SD would be recovered after 
verification. The Government also stated that consequent upon audit 
observations, a system of co-ordination of SOS with the ROC had been 
evolved for collecting periodical information from the ROC relating to 
amalgamation and revision of share capital of companies. 

- ~ , .. 

3.2.7.3 .lFaiBllllre t® Bevy stamp dul!ty pireva!ell!lt ow the 'appointed! date' 

It was noticed in three instruments of conveyance pertaining to amalgamation . 
of companies that the SOS, Mumbai and JDR, Thane levied SD of Rs. 25.41 
crore at the rate prevailing on th~ date of amalgamation order issued by the 
HC instead of Rs. 95.64 crore at the rate prevaHing on the 'appointed date' 
mentioned in the instruments: This omission led to short levy of SD of 
Rs. 70.'23 crore detailed as under: 

Reliance Reliance 01/04/2001 13,581.48 95.07 25.00 70.07 
Petroleum Industries 07/06/2002 3.97 
Limited Limited 

Pharmacia Pfizer Ltd 01/12/2003 4.81 0.47 0.34 O.B 
Healthcare 04/05/2005 6.66 
Ltd. 

Gala Gala 01/04/2004 Nil 0.10 0.07 0.03 
Spring Pvt. Precision 06/08/2005 1.42 
Ltd. Technology 

Ltd 

Ti!llfa! 95.641 25.41 70~23 

., . 
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Thus, the .. -department by not taking the market 'value of shares on ,the 
appoint~d date had allowed unintended extra concession in these cases . 

. The Government stated (September 2007) that the matter would be referred to 
the Law and Judiciary Department and appropriate action for recovery of 
differential duty would be taken on the lines suggested by the Law and 
Judiciary Department. 

The Government may therefore c«Dimsider prescribing a system ®f 
obtsiniiimg peri@dlical illllformmtfoiil from the ROC for wegistl!"atfolll\ of 
instmments of compaimies amallgamated mmder the sdnemes of 
amaHgamatnon. 

3.2.8 Con.cession of sfamJP dlunty mu illllstmmellllts of 11' mmnts 

By a notification (December 2003), the Goverllm.ent granted 100 per cent 
concession i,n SD, effective from 4 June 2003 to 31 May 2008, on :instruments 
executed by the IT units or IT Enabled Services (]TES) units for starting 'new 
IT units' in public sector IT parks and 75 per cent concession if the new IT 
unit was located in a private IT park. Location of the unit in public or private 
IT park was. to be certified by the Development Commissioner (Industries) or 
any authorised officer. l'his llUJlttifncatfon, however, did llll®t stipllll11illte any 
meciumism for ascertainn!Illg that the IT . ill!Inits which had avainerll tllue 
comcessim1 had subseqwtelllltlly Cl{Jlmplied with the cm11«1itiolllls 11B.nd!er wlb.iclln. 
the concessfo!llls were gra!lllted. 

Jt was noticed that the Marathi version of the notification (December 2003) 
stipulated grant of concessions in SD to leasing and financial institutions for 
acquiring space/premises in public/private sector IT parks on the basis of 
instruments evidencing the lease of the space/premises to IT or I'fES units. 
English version of the notification (December 2003), however, stipulated that 
the leasing. and fmancial institutions would be granted concession in SD for 
subseqµent lease of the space/premises to IT or ITES units. No time frame for 
execution of instrument of lease in favour of the IT or ITES unit 'subsequent' 
to availing of the concession was, however, prescribed. 1fhlllls, tlhell"e wans a 
s1111bstantial diffore1111ce bu tlh.e two versfolllls of the same llll®tificatfon. The 
omissions noticed· while granting concessions are as under: 

· 3.2?8.1 Sh~rt ievy olf staiullllp «ll\lllfy 
. . . . ' 

· Scrutiny of the records relating to IT writs in six SR and two JDR offices of 
four5 districts revealed that the registering authorities by ignoring the 
conditions .put forth in the notification had allowed unintended extra 
concession in 16 instruments which led to short levy of SD of Rs. 20. 71 crore 
as mentioned below: · 

5 Mumbai, .Mumbai Suburban, Pune and Thane 
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(Rs. in lakh) 

SR/JDR Number of SD SD SD short Natare of irTeg111arity 
in tnments leviable levied levied 

Andheri II 2 59.19 15.89 43.30 Requisite certificate from the 
authorised officer indicating 

Kurla Ill 4 66.23 19.04 47.19 starting of a new IT unit was 
not on record. 

Haveli VnI I 56.25 14.06 42.19 

IDR, Pune 1 14.85 3.71 11.14 Concession was granted for 
extension of an existing IT 
unit. 

Borivali I I 327.30 65.57 261.73 Concession was granted for 
construction of IT parks. 

Thane Ill I 187.76 Ni l 187.76 

IDR, Thane 1 650.00 Nil 650.00 

Haveli VII I 10.00 1.00 9.00 

Haveli Vlll 2 187.50 46.87 140.63 

Borivali 1 I 646.00 Nil 646.00 Concession was granted for 
acquisition of an en tire IT 
park. 

Borivali I 1 42.21 10.52 31.69 The unit was not in an IT park. 

Total 16 2,247.29 176.66 2,070.63 

The Government accepted (September 2007) the observations and agreed to 
issue notices for recovery of SD. 

3.2.8.2 Irregular availing of concession 

SRs Kurla III and Borivali IV (Mumbai Suburban) granted concession of SD 
of Rs. 12.27 crore on 14 instruments of leasing and financial institutions/ 
companies executed (October 2005-April 2006) for acquiring space/premises 
in IT parks. However, these institutions/companies did not subsequently lease 
the space/premises in IT parks to IT or ITES units as of May 2007. The 
institutions/companies, thus, violated the condition of production of the 
evidence of lease of space/premises for availing the concession or evidence for 
subsequently leasing the space/premises leading to irregular availing of 
concession of Rs. 12.27 crore in payment of SD. 

The Government accepted (September 2007) the omission and agreed to issue 
notices for recovery of SD. 

3.2.8.3 Breach of conditions after availing concession in stamp duty 

In the offices of the JDR, Thane and SR, Mulshi (Pune) it was noticed that 
three IT units availed concession in SD of Rs. 55 lakh (July 2001-.March 2005) 
for acquiring open plots/premises for starting new IT units. These units, 
however, sold the open plots/premises to other IT units without starting their 
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own units. Since the scheme did not provide for any penal provision/ 
withdrawal of concession already availed on violation of condition for 
grant of concession, the department did not withdraw the concession of 
Rs. 55 lakh already availed in these cases. 

The Government accepted (September 2007) the omission and agreed to issue 
notices for recovery of SD. 

The Government may, therefore, consider bringing out a clarification to 
the effect that the concession in SD shall be available to specified leasing 
and financial institutions only on the basis of instruments evidencing the 
lease of the space/premises to IT or ITES units to maintain uniformity 
between the notification in Marathi version and English version. They 
should also incorporate a penal provision and withdrawal of concession in 
case of any subsequent violations. 

3.2.9 Delay in disposal of cases and realisation of demand 

The BS Act provides for levy of penalty and recovery of non-realised SD as 
arrears of land revenue. No time limit for disposal of cases referred for 
adjudication to the adjudicating authorities bas been prescribed. This led 
to non-realisation of revenue as discussed below: 

In the office of SOS, 37 cases of amalgamation referred for adjudication 
between 1997 and 2007 were decided between 2004 and 2006 and SD of 
Rs. 30.12 crore was levied. The SD was, however, not realised even though a 
period ranging between one month and 34 months had already expired from 
the date of issue of demand notice. Further, the SOS had not decided SD 
leviable in 158 cases of instruments of amalgamation referred between 1994 
and 2007. Age wise pendency of these cases was as under: 

Age of pendency Number or cases 

6-12 years 30 

1-5 years 103 

Below 1 year 25 

The Government stated (September 2007) that based on audit observations 
demand notices were issued in 37 adjudication cases, Rs. 2.33 crore were 
recovered in eight cases and final action in rest of the cases would be 
completed by December 2007. In respect of 158 cases, it was stated that these 
cases would be expedited. It was also stated that, indicative time limit would 
be considered for deciding the cases by adjudicating authorities. 

The Government may, therefore, consider prescribing a time limit for 
disposal of adjudication cases by the adjudicating authorities. 

3.2.10 Inadequate inspection 

The departmental instructions (November 1991 and June 2001) stipulate 
checking of all instruments by JDR which are registered by the SR after grant 
of C?Qncession in SD. The DIG and JDRs/ Assistant IGRs are also required to 
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annu~Uy inspect 48 and 36 offices of SRs: respectively. It was noticed that this 
important internal control was not implemented strictly resulting in shortfall in 
scrutiny of instruments as discussed below: 

During scrutiny ofrecords of the IGR it was noticed that during the years 2002 
to 2006 shortfall in annual inspections by eight DI Gs, three assistant IGRs and 
33 JDRs ranged between 53 and 61 per cent as detailed below: 

2002 384". . 175 
• J -· 

108 24 1,584 501 
""·'f 

--.. , .. 

2003 384' 195 108 16 1,584 632 

2004 384 177 i08 20 1,584 .735 

2005 384 123 108 72 1,584 636 

2006 384 228 108 86 1,584 551 

Total 1,920 898 540 218 7,920 3,055 

·Overall 
I) 

percentage 53 60 61 
of sb.ortfalll 

Shortfall in inspections contributed to shortfall in scrutiny of instruments on 
which concessional SD was levied. Records at IGR revealed that 12,001 
instruments of concessional SD from 2002 to· 2006 were to be checked by six 
JDRs6

• It was observed that JDR Jalna and Mumbai did not check any 
instruments while the rest of the ID Rs checked 2,246 instruments (out of 
.12,001 instruments). 

The Government accepted (September 2007) the position and stated that cases 
of short levy would be seen on a regular. basis in addition to regular 
inspections. Further, steps to rationalise and streamline the system of 
inspection would be taken. 

Compliance d!eficnel!llcies 

3.2.11 Faih.lll!"e to levy stamp duty on tllne ma11rket value of immovable 
piroperties 

As per the BS Act, SD and registration fee on conveyance deed is leviable on 
the true market value of the property at the rates applicable to the area in 
which the property is situated. These rates are prescribed in the ready 
reckoner. 

6 Amaravati, Jalna, Mumbai, Raigad, Solapur and Thane. 
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It was noticed in four instruments of amalgamation of companies that . the 
value of immovable property i.e. the fixed assets/plant and machinery was 
incorrectly worked out which led to short levy of SD of Rs. 28.74 crore as 
mentioned below: · 

Rhone Poulenc Nicholas 117.72 58.18 2.87 5.37 Incorrect valuation 
(India) Ltd. Pi ram al 8.24 of properties 
and 2 others (India) Ltd. 

Piramal Morarjee 196.25 124.15 6.21 3.60 Valuation was 
Holdilngs Ltd Realtors Ltd. 9.81 based on the ready 
& others reckoner rates for 

the year 2006 
instead of the rates 
for the year 2005. 

National Relene Petro 292.02 19.00 1.90 18.54 Market value was 
Organic Chemicals 20.44 not considered for 
Chemical Pvt. Ltd. the levy of SD. 
Industries Ltd NOCIL 
(NOCIL) 

Clariant 
(India) Ltd. 
and 3 others 

TotaR 

Petrochem 
Ltd. 

Colourchem 172.99 148.30 7.42 1.23 Value of plant and 
Ltd. 8.65 machinery was not 

considered 

778.98 349.63 ].8.4Q 28.74 
47.]4 

In the above cases, unintended extra concession through improper valuation of 
properties and/or adoption of incorrect rates was allowed by the department 

The Government stated (September 2007) that in the case of Rhone Poulenc 
(India) Ltd., demand of Rs. 5.37 crore has been raised, :in respect of the other 
two cases revaluation of properties would be undertaken and in the case of 
Clariant (India) Ltd the movable · and immovable properties would be 
segregated and subjected to SD. 

3.2.11.2 Cmmcessfon nllll stamp dullty Olli\ instJrumeimts of Illlew ihmd1111stiries 

·By a notification issued on 29 December 2003, ·the Government granted 
concession in SD on instruments of hypothecation, pawn, pledge, deposit of 
title deeds, conveyance, further charge ori mortgage of property, lease, 
mortgage d~ed etc. for starting a. new industry/new extension of industry in 
notified areas on the basis of a ·certificate issued by the Development 
Commissioner (Industries) or any authorised officer. · 
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In 147 SR of nine districts8 and JDR, Satara, in 30 instruments of lease, 
mortgage etc. concession in SD was· granted by classifying the instruments as 
instruments of new industries. From the. recitals in the instruments it was, 
however, observed that the dassification was incorrect. which led to non-levy 
of SD ofRs. 47.29 lakh. A few illustrative cases are mentioned befow: 

Gangapur 01 1.34 0.01 1.33 Instruments are of 
assignment/transfer of 

Jalna I 02 - 1.44 0.003 1.44 lease chargeable to SD 
under Article 60 of the 

Nagpur VI 04 10.93 0.64 10.29 Act. 

Saoner 01 16.25 1.40 14.85 

B.eed I 07 10.33 0.01 10.32 Instruments related to 

.j 
obtaining of loan for 

Sindkheda 01 3.10 Nil . 3.10 farming/cattle rearing, 
building contractor for 
business purpose and a • 
car dealer. 

Satara 01 4.22 Nil 4.22 Requisite certificate. from 
the authorised officer was 

Miraj I 02 i.75 0.01 1.74 not attached. 

Tot:nll Jl.9 49.36 2.07 47.29 

· The Govermrient accepted (September 2007), the omissions in all the cases 
except for four documents of the SR I, Beed, where the. certificates were stated 
to be available. These certificates were, however," not produced for 
verification (October 2007). 

3 .. 2.13 Cmmdusfon 
r..-:.: 

A ·reliable database of revenue forgone which is a pre-requisite for informed 
decision making was absent. Hence,· the revenue remitted during 2002-07 on 
account of grant of concessions in stamp duty could not be quantified by the 

·Inspector General of Registration. Rev~nue from registration of instruments of 
companies amalgamated under the scheme of amalgamation and increase in 

' ' 

share capital of companies was also not tapped in the absence of a system for 
collection of relevant details :from the ROC. The provisions of notification for 
concession of SD to IT units were also not complied with. The internal control 
mechanism to monitor grant of concession in SD was weak: as is evidenced by 
the arrears in periodical inspection of aB the registration units and number of 

1 

7 Aurangabad, Beed-1, Bhandara, Gangapur, Georai, Jalna-1, Miraj 1 and 2, Nagpur 6 and 7, 
Saoner, Satara l, Sidkheda, Solaprnr 1, . 

8 Aurangabad, Beed, Bhandara, Buldana, Jalna, Nagpur, Sangli, Satara and Solapur. 

39 



Audit Report (Revenue Receipts) for the year ended 31 March 2007 
ff& f?¥'f §8'4i l-jl!·if•j ._3,§-9-.,.ea1q ... ±~·<.,• 1 • •··?~~Ci!!? .. ""'-< T "fU£"#"9'"•9k ... \ ·fu#"'"\<yffe·,·•i!t ... •±>fiil·>'iF·•b§ faj#'"..,j£.1<jO.-p.iO !! ijiif .. "'·.!@»· ·!ii&\ 1Ji 

pending cases with the adjudicating authorities for adjudication and realisation 
of SD. 

3.2.14 Sumnmny of recommendlatimms 

The Government may consider: 

0 maintenance of a centralised database of the concessions in SD for 
effective monitoring and instituting deterrent penalties for their abuse; 

o prescribing a system of obtaining periodical information from the ROC 
for registration of instruments of companies amalgamated under the 
schemes of amalgamation; 

@ bringing out a clarification to the effect that the concession :in SD shaH 
be available to specified leasing and financial institutions only on the 
basis of instruments evidencing the lease of the space/premises to IT or 
ITES units to maintain uniformity between Marathi version and EngHsh 
version of the notification of December 2003 and check misutilisation of 
the concession; and 

® prescribing indicative time limit for disposal of adjudication cases by the 
adjudicating authorities. , 

As per the BS Act, SD and registration fees on conveyance deed are leviable 
on the true market value of property at the rates applicable to the area in which 
the property is situated. These rates are prescribed in the ready reckoner9

. 

In the offices of the SOS:, Mumbai and SR H, Nagpur, it was noticed between 
October 2005 and May 2006 that 14 · instruments of conveyance were 
adjudicated (Mmnbai 1 )/registered (Nagpur 13) between May 2003 and April 
2004 and SD and registration fees of Rs. 5.05 crore was collected on the 
consideration of Rs. 5.2 crore. It was, however, observed that true market 
value of the properties was Rs. 68.86 crore on which SD and registration fees 
of Rs. 6.59 crore was ieviable. Thus, undervaluation of the properties led to 
short levy of SD of Rs. 1.54 crore. 

After the cases were pointed out, the IGR, Pune accepted the omission in 
November 2006 and directed the Co Hector of Stamps to recover the deficit SD 
and registratipn fees in respect of 13 instruments. SOS, Mumbai in May 2006, 
accepted the omission in respect of the ·instruments adjudicated by him.· A 
report on recovery had not been received (October 2007). 

The matter was. reported to the Government between March and April 2007; 
their reply has not been received (October 2007). 

9 Ready reckoner is an annual statement ofrates of property prescribed by the Government 
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. Chapter-Ill Stamp Duty~ Registration Fees 
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Under the provision of the BS Act, SD at prescribed rate is leviabli~ on the· 
market value of the ·property conveyed or delivered through :instruments of 

· conveyance or development agreements. 

In. the office of the SR, HaveH VII, l?une in-October 2005, it was noticed that 
on two instruments· of conveyance and development· agreements ·executed in 
March 2004 and June 2004 respectively, SD of Rs. 22 fakh was levied on the 
consideration of Rs. 11.20 crore set forth iin the instruments. Scrutiny of the 
instruments, however, reyealied that the true market value of the properties 
conveyed/delivered for development was RS'.'22.18 crore on which SD of 
Rs. 53. 73 fakh was ·Ieviable. Incorrect computation of market value thus led to 
short levy of SD.of Rs. 31.73 lakh~ 

After the cases were pointed out, the Joint District Registrar, l?tine accepted 
the omission in March 2007 and directed the SR to recover the deficit stamp 
duty. A report on realisation of deficit SD had not been received (October 

-2007) .. 

The matter was reported to the Government in April 2007; their reply has not 
been received (October 2007). · 

Under the provisions of the BS A.d, on ~ 'histrument of lease, SD as leviable 
on a conveyance, is levied 10 on the basis of the amount of average annual rent" 
of the leas_~d property, other considerations and premium, if any; paid. 

In the office of the SR IH, Nagpur it was noticed iin December .2006 that an 
instrument of lease for a period of 25 years with a renewal clause was 
executed in March 2005. Further scrutiny revealed that as per the recital in the 
instrument; gross value of the average annual rent, premium and other 
consideration worked om to Rs. 5.04 croreo:n whlch SD of Rs. 25.19 fakh was 
leviable. The SR, however, levied SD of Rs. 8.11 · fakh only, which led to 

. short levy of SD of Rs. 17 .08 lakh.. 

After the case was pointed out, Joint District Registrar, Nagpm (Ciity) 
accepted the omission in February 2007 and directed the SR to· recover the 
deficit SD: A report on recovery had not been received (October 2007). · 

The matter was reported to the Government in May 2007; their reply has not 
been received (October 2007). 

10 Five per cent ori 10 times of the amount of average amJlual rent (iirncludmg animal municipal 
tax) mull premium (deposit and advance rent) as per Articles 36 (a) (Ilv), (c)andl 25 (b) (v) of 
the BS Act . . 
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Under the provisions of. the BS Act, on instruments of .conveyance and 
development.agreements, SD at five and one per cent respectively i~ 1eviable 
on the market value of the property. 

During test check of the records in the-office ofthe SR,;HaveH XV, Pune in 
May 2006, it was noticed that on three instruments. of conveyance executed 
between February and July 2005, SD of Rs . .14;76 lakh was leviable on the 
market yalue of the properties amounting to Rs. 2.95 crore. The SR however, 
levied SD of Rs. 2.95 lakh only treating these instrumelDl.ts as-..development · 
agreements. Misclassification of the instruments thus resulted in short levy of 

. SD of Rs. H.81 lakh. . . 

·.After the cases were pointed out, the Joint District Registrar, Pune (City) . 
accepted the omissiOn :in March 2007 and directed the SR to recover the 
de:ficitSD. A report on realisation of deficit SD had not been received 
(October 2007). 

The matter was reported to the Government in May 2007; their reply has not 
been received (October 2007). · 

Under the provisions of the BS Act, where the le~e p_urport~ to be for a period 
. m excess of 10 years with a renewal clause~--SD shall be levied on 10 times of 

the amount of annual average rent at the rates prescribed m the Act. 

In the office of the SR Il, Nagpmr it was noticed in October 2005 that in a lease 
deed for 12 years executed in August 2003, SD of Rs. 6.67 lakh was levied by 
working out 10 times of the annual average rent at Rs. 83.35 lakh. However, 
scrutiny of the recital m. the deed·. revealed that there was a clause of 
enhancement of rent by 15 per cent after expiry of every three years. The 
amount of consideration based on this worked om to Rs. 1.49 crore on which 
SD of Rs.· n .92 Will was leviable. Incorrect determination of consideration 
thus resulted in shortlevy of SD of Rs. 5.25 lakh. 

. After the case was pomted out~. the Joint District Registrar, Nagpur (City) 
- accepted the observation in June 2006 and directed the SR, Nagptµ" to recover 

the deficit SD. A report on recovery had not been received (October 2007). 

The matter was reportedto the Government in March 2007; their reply has not 
been received (October 2007). 
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Test c~eck of the records of State excise, taxes on _motor vehicles and land 
revenue conducted! during the year 2006-07 revealed under assessments, short 
lievy, loss of revenue etc. amounting to Rs. 72.69 crore in 8,925 cases, which 
broadly feH utndler the foUowing categories: 

L 
2. 

3. 

4. 

A- STATE EXCISE 
Non/short levy of excise duty 
Short -recovery. of licence/privilege fees/ 
escort charges/interest 
Non/short recovery of supervision charges/ 
bonus -
Non-recovery of toddy instalments 

B -TAXES ON MOTOR VlEIDCLES 

6,429 
72 

269 

216 
6,986 

5. Non/short levy of tax due to incorrect 1,642 
a lication of rates 

6. Short lery of tax due to incorrect exemption/ 55 
classification/miscellaneous 

C - LAND REVENUE 
7. Non/short/incorrect levy of NAA, ZPNP - 124 

cess, conversfon-tax and royalty -
8. Non/short/incorrect levy of increase of land 17 

revenue 
9. Non/short le of education cess etc. 

10. Non/short levy of occupancy price/rent etc. 
11. Short levy of measurement fees, sanad fe~s 

etc. 

34 
50 

2412 
8,925 

0.77 
0.44 

0.32 

2.01 

7.22 

0.01 

- 7.23 

35.65 

- 0.13 

U.49 
14.43 

1.75 

63.415 
72.69 

During the year 2006-07, the department accepted under assessments, short 
levy etc. in 8,213 cases and recovered Rs. 9.59 crore, of which 7,040 cases 
involving Rs. 1.24 crore were pointed out during the year 2006-07 and the rest 
in eatlier years. · 

A few illustrative cases involving :financial effect of Rs. 4.12 · crore are 
mentioned in the following paragraphs against which an amount of Rs. 2.36 
crore had been recovered upto October 2007. . 
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Under the provisions of the Maharashtra Potable Liquor (periodicity and fees 
for grant, renewal or continuance oflicences) Rules, 1996, the Commissioner 
of State Excise revised the rates of licence fees for sale or storage of imported 
foreign liquor/Indian made foreign liquor (FL I, FL H, FL IH), country liquor 
(CL U and CL HI) and retail salle of CL in sealed bottles (FL/CL/TOD HI) on 
30 May 2003. The rates were :further revised for the years 2005-06 and 2006-
07 vide notifi~ations dated 18 January 2005 and 7 January 2006 :respectively~ 
Kn cases of default in the payment of dues, interest at the prescribed rate was 
leviable. 

· Dm-ing test check of the records of eight1 offices.in seven2 districts, conducted 
between October 2003 and June 2006, it was noticed that in respect of 201 
licences renewed for the periods between 2002-03 and 2006-07, licence fees 
were rec0vered short by Rs. 2.04 crore due to application of pre:--revised rates. 
Interest at the prescribed rates was allso leviable for the delay in payment of 
dues. · 

After the cases were pointed out, the department, between September 2004 
and August 2007, :intimated recovery totalling Rs. 1.66 crore along with 
interest of Rs: 5.23 ]akh in respect of 158 cases. A report on recovery of the 
balance amount had not been received (October 2007). 

The matter was reported to the Government in May 2007; their reply had not 
been received (October 2007). 

Under the provisions of the Bombay Prohibition (Privilege Fees) Rules, 1954, 
the fee payable by a licencee on every occasion of admission or withdrawal of 
a partner is 50 per cent of the fee chargeable for grant or renewal or 
continuance of the licence, whichever is higher. further, a. licence fee is 
chargeable for the transfer of a CL HI or FL H licence from one name to 
another.· In the case of the transfer of a licence from one site to another, within 
or outside a district, the fee chargeable for the grant of the Hcence at the place 
of the proposed shifting is leviable. · 

During test check of the records of the offices of the Superintendent of State 
Excise at Mumbai,· Osmanabad and Thane, . between March 2004 and 
Septmnber 2006, it was noticed that during the period between 2002;..03 and 

· 2005-06, privilege fees aggregating Rs. 56~ 79 1akh in respect of 3 I cases were 
eithe~not recovered or recovered short. 

1 Superintendent of State Excise: Beed, Mumlbai, Nanded, Na.sh.Ilk, Ratnagiri, Solapur, Thane. 
and Commissio'1er of State Excise, Mumbai. · 

2 Beed, Mumbai, Nanded, Nashik, Ratnagiri, Solapur and Thane. 
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After the cases were pointed out, the departmeltllt, · betweeltll September 2006 
and August 2007, mtimated the recovery totallmg Rs. 51.56 fakh ID. respect of 
30 cases.·. A report Oltll recovery of the balan.ce amount had not been received 
.(October 2007). · · · · · · ·· · · 

The matter was reported to the Government ID. April 2007; their reply had ltllot 
been received (O?tober 2007). 

. - -· . . ; 

Under the Bombay.Motor Vehicles Tax (BMVT) Act, 1958 and the Rules 
made thereunder, tax at the prescribed rates is lieviable on au vehiides used or 
kept for use ID. the State. The Act further provides that the tax levfable is to ·be 
paid ID. advan.ce by the owners of the vehiides; ll.nterest at the rate of two per 
cent of the amount of tax :for each morith or part thereof is payable ID. each 
case of default in payment of the tax due. 

. . . . . _. . 
. : .. . . ~ ' . . 

Payment of one time tax (OTT) had been made compulisory for Right motor 
vehicles (LMV) used for. carriage of goods registered on or after 1 May 2000. 
From 1 June 2001, this had been e?Ct:ended to aU LMV s paying tax at the 
m:mual rate. 

During test check of the records of 14 offices3
, between August· 2003 ·and JUltlle 

2006, iit was noticed that ID. respect of 406 cases of goods carriage vehicles; 
motor vehicles tax (MVT) of J!.ls. 52.~F 'lakh· for different periods faUing 
between February 2002 and May 200((was not paid. Jby the owners of the 
.vehldes. No action had been taken by the department to. reoo_ver the dues. 
This resulted ffi.non-realisation ofMVTofRs; 52.47 mkh. Fmther, ID. case of 
103 LMV s, OTT was either not recovered or recovered short, resulting iin 

·non/short recovery of OTT. of Rs. 7 ,89 iakh. Interest at the prescribed rates for 
defayed/non~paymentof OTT and MVT was also foviablie ID. these cases. 

. . . . . . .. · 

After the cases were· pomtedl out,. the 4,epartment intimated, between January 
2005 and October 2007, the recovery of Rs. 14.99 lakh, afong with interest of 
Rs. 2.09 lakh, in respect of194 vehldes. Areportonrecovery ID.respect of the .. 
remaining vehiides had not been received (October 2007). 

The matter was reported t~ the Government ID. April 2007; the:irrepliy rad ltllOt 
been received (Ocfo~r 2007). ' · · -

3
· Regiolllail Tran.sport Office (RTO): Am1mgalbadl, Jailgaolffi, Mumlbai Central, Mumlbai East, 

Mumlbai West, Nasllnk ood ThWill.e. . 
Dy. R'tO: Beed, Jama, Maiegaon, Nimdurbar, Pimpri~Chmchwadl; Satara and Solapur. 
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Under the provision of the Maharashtra Land Revenue (MLR) Code 1966, 
nori-agricultur81 assessment (NAA) ·is !evied with reference to the use of land. 
NAA is revised whenever the Government revises the rates from time to time 
subject to expiry of the guarantee period4 mentioned in the respective NAA 
orders. Further, increase of land revenue (l[LR), under Maharashtra ILR and 
Special Assessment Act, 1974 and cess at the prescribed .rates under the 
Maharashtra Zina Parishad . and Panchayat Samities . Act, J 958 are also 
leviable. The NAA rates were.revised by the Government m September 2001 
with retrospective effect from 1 August 200 I. · · · · 

4.5oll In JP>une (City) tahasil, it was noticed in December 2005 ·that in 22 
cases involving 5.76 Iakh square metres ($q m) ofland used for residential and 
commercial purposes, NAA was either not levied or levied at the pre-revised 
rates. This resulted in non/short levy ofNAA of Rs. 45.04 lakh. 

After the cases were pomted out, Tahasildar, Pl!lille (City) accepted the 
omission in February 2007. A report on recovery has not been received .· 
(October 2007). .~ . . · 

The matter was reported to the Government in April 2007; their reply has not 
been received (October 2007). 

. . 

4.5o2 . In three tahasils5 of Pune district, it was n~ticed between December 
2005 and February 2006 that NAA was levied at pre-revised rates in seven 
cases involving 5.45 lakh sq m of land used for residential and industrial 
pU!fJPoses. Since; the amount of XLR and cess payablie are linked with NAA, 
levy ofNAA at pre-revised rates in these cases resulted. .in short levy of NAA, 
!LR and cess of Rs. B.07.lakh. 

After the cases · were pointed out, all the three tahasHdars accepted the 
omission in February 2007. A report on recovery has not been received 
(October 2007). 

The matter wa.S reported to the Government in May 2007; thell- reply has not · 
been received (October 2007). . . 

41o5o3 · m Miraj and Sallllgli tabasils, it was noticed in February 2006 that 3.63 
fakh sq m of land of :five users was put to non-agricultural use during periods -
faHmg between 1 August 2001 and 31 July 2006. But, NAA and ILR were 
either not levied or levied at the pre-revised rates. This resulted in non/short 
Bevy ofNAA and XLR of Rs~ 10.56 .lakh. 

After the cases were pointed out, the tahasildars accepted the omission in 
September 2006 and reported recovery of Rs. 3.54 fakh. Further report on 
balance recovery of Rs. 7 .02 lakh has not_ been received (October 2007) .. 

4 Th.e standard rate of NAA remains in force for a pefiod of five years which is called 
'guarantee period!' 

5 Dam1d, Muns~ and Punm.dar . 
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,. 
The matter was reported to the Government in March 2007; the:i.r reply has not ' 
been received (October 2007). · 

Under the provision of the MLR Code, NAA is lievied with reference· to the . 
use of fand and is revised by the Government from time to time. KLR is ailso 
leviabile at 100 per cent of the fand revenue if the land holding is 12 hectares 
or more. If the land is situated within the areas of municipal corporations and 
A or B dass municipal councHs, conversion tax equail to five tfutries of the 
NAA is allso levfa.bfo when permission for non-agricuilturaluse or change of 
use of the land is granted. The Government revised the NAA rates in 

. September 2001 with retrospective effect from 1August2001. 

In Pune collectoirate, it was noticed :in September 2006 that seven fandowners 
under the area of Pune and Pimprii. Chlnchwad municipal corporations put 2.05 

. fakh sq m of liand to non-agricultural use or ·changed the purpose of use of the 
fand dUring various periods between August 2001 and June 2005. However, 
NAA and conversion tax was either not levied or Ilevied short in these cases . 

. This :resullted in nollishort Ilevy ofNAA and,conversion tax of Rs. ~2.64 .Iakh. 

After the cases were pointed out, . Collector, Pune accepted the omission in 
February2007. A report on recovery has not been received (October 2007). 

The matter was reported to the Government in AprH 2007; their reply has not 
been received (October 2007). 
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Test check of the records refating to electricity duty, profession tax, 
entertainment duty, tax on buildings {with farger residential premises), State 
education cess and employment guarantee cess conducted during 2006-07, 
revealed short realisation or loss of revenue amounting to Rs. 130.23 cro:re m 
5,850 cases as mentioned below: · ·· n'' .... 

1. Levy and collection of electricity duty, l 100.91 
tax and fees (A review) 

2. Electricity duty, tax and fees 417 L29 

3. Profession tax 3,529 0.72 

4. Entertainment duty · 870 L32 

5. State education cess and employment 684 23.76 
guarantee cess 

6. Tax on buHdings (with· larger 349 2.23 
residential premises) 

'JfofaR 5,85® 130.23 

During 2006-07, the concerned departments accepted under assessments, short 
levy etc., in 3,159 cases and recovered Rs. 3.59 crore, of which 515 cases 
involvmg Rs. 43 lakh related to 2006-07 and the rest to earlier years. 

A review of nLevy a1mdl coUedfollll «Df e~edriiciify dt111ty, tax alllldl fees 99 

involving a total financial effect of Rs~ 100.91 crore and a few illustrative 

cases involving Rs. 385.03 crore are included :in the following paragraphs 
against which an amount of Rs. 26.54 lakh ·had been recovered upto October 
2007. 

'I. 
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. (Paragiraplln 5.2.6.1) 

(Pairagll"aph .5.2.6.2) 

(Pairagwaph 5.2.11) 

5.2.1 lIHRtrodudfollll 

Levy and collection of taxes and duties on electricity are governed by the 
Bombay Electricity Duty (BED) Act, 1958 (for consumption and safo of 
electricity), the Maharashtra Tax on Sale of Electricity (MTSE) Act, 1963 (for 
sale of electricity), the Bombay Lifts Act, 1939 (for inspection of lifts and 
collection of fees) and the Rules made thereunder. Under the Indian 
Electricity Act, 1910, which is a Central Act, and the Indian Electricity Rules, 
1956, fees for inspection of electrical :installations are levied and collected. 

Every licencee, licensed to sell electricity, is responsible for collecting 
electricity duty {ED) from the consumers and crediting it to the Government 
by the prescribed dates. The duty is also required to be paid by persons for 
captive consumption of energy generated by them. Electricity generating 
licencees are reqrmired to pay tax on every unit of energy sold by them. 

A review on the levy and cimlHectfoill! of ED and fees was iHlldrurnlledl illll the 
Report of tllne Compltr®Hfol!" aimd Alllldfttmr GelllieraD of fodia for the year 
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. Chapter-V Other Tax Receipts 

ended! 31 Mall"clln 20020 The cmurirellllt review of the same subject bas 
revealed a- number ®f system aimd c@mpliance defkilencies wlb.klhi have been 
discussed illll the subse(]lfillelll\t paragraphs. 

5.2.2 Oirgarmisatiol!Rai set up 

The Chief Engineer (Electrical), Maharashtra (CE), under the administrative 
control of the Industries, Energy and Labour Department, is responsible for 
the administration . of the Acts and Rules; He :i.s assisted by four1 

Superintending Engineers (SE), 13 Electrical fospectors2 (Eli) and an fuspector 
of Lifts at Mmnbai. · 

5.2.3 Scope of al!ldit · 

The review ofthe.e:fficaey~bfthe system oflevy and collection of ED and fees. 
d1!fing ~QJn:;Qz.,:fo 2005:06 was coriductedtii· the offices of the CE, fuspector 
of Lifts:'ilii.'a hlhhe Els in the State between October 2006 and March 2007. 

5.2:~~·:.~··i\~d~t o~Jedives ·• . . . 

The review was conducted with a view to: 
'i!!i assess the efficiency and effectiveness of the system of levy and 

collection of duty, tax and mterest; 

ascertain whether statutory inspections of . lifts and electrical 
installations were being carried out and fees for inspections were being 
realised; and · 

i.i assess whether an adequate internal contro 1 mechanism existed to 
ensure proper realisation of duty, tax, interest and fees. 

5.2.5 AcknowBedgemellllt 

The Indian Audit and Accounts Department acknowledges the co-operation of 
the Kndustries, Energy and Labour Department in . providing necessary 
information and records for audit. The draft revi~w report was forwarded to 
the Government and department in June 2007 and was discussed in the Audit 
Review Committee meeting held in August 2007. _ JPrindpal Secretary, 
Industry, Energy and Labour Department represented the Government while 
the Chief Engineer (Electrical) represented the department. Views of the 
Government/department have been incorporated in relevant paragraphs. · 

Audit f.i111dings 

System deficiemicies 

5.2.6 Levy of eledridfy duty and! tax mm sale of eled!l"idty 

All licencees and units other than licencees who hold registration numbers3 are 
required to file quartedy returns :in form 'A' showing the units of energy sold 

1 Aurangabad, Mumbai, Nagpur and Pune 
2 Ahmednagar, Aurangabad and Nashik (Aurangabad region); Mumbai (2) (Mumbai region); 

Amrnvati, Nagpur and Wardha (Nagpur region) and Kolhapur, Miraj, Pune and Thane (2) 
(Pune region). · 

3 A person who intends to generate energy or intends to continue generation of energy 
exclusively for his own use has to be registered with the department under the BED Act and 
the Rules made thereunder. · 
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as well as the tax payable and· paid~ They are also required to file quarterly 
returns in form 'C' and 'B' respectivdy, showing the units of energy suppHed 
to consumer~/consumed and the duty pl:_lyable and paid. 

Audit scmtiilllly irevem«ed that the departl!l!llent llnad failed fo e:ffecttivelly 
SCJr!Ultiillllise the l!"eceipt ofthe pl!"escrilbedl retmrns ai!llli!l! tlhe coll"irectlllless of dlll!fy 
and faxes pti!tyable ms pell" the ll"etmnms. The. omissions are discussed bdow: 

5.2~«id. Non-levy ®if electricity dhrnty and tax oHll salle q)f eHectr'icity payable 
~ by iill~its ge!llle:rating eaectridty tllD.Jl"@!lllgb wiillll«i!llllllllifa 

Cross' verification of the records in the offices of three Els with information · 
collected from fouir4 SEs of MSEB revealed that 146 units generating 
electricity through windmills (windmill writs) permitted to sell electricity and 
98 windntjll units permitted to generate and utilise the energy for their own 
use neither paid ED nor filed prescribed returns during the period from April 
2001 to March 2006 and April 2005 respectivdy. These units sold/generated 

· 18,833.90 fakh units on which ED of Rs. 56.50 crore, tax ofRs. 2.47 crore and 
-interest of Rs. 28.75 crore were leviable. As no ll"ec@irds weire mmiintmined by 
tthe Els t® ~olllliit@ll" tllne ireceiipt of l!"etru11rlllls, neittllne1r C®lllllldl ~lilly llllot1:Ilces @f 
d.emmnd be issued l!!H!H' c@Mlld these m1ntstall!ldimig d!l!Hes be prncessed for . 
rec@very= as al!"ll"e~rn ®f Band revenll!le. ·This resulted in non-realisation of 
revenue ofRsAn. 72 crore. · 

After the cases were pointed out, the department accepted the observation and 
stated (September 2007) that ~ction for recovery was in progress. 

5.2.6.2 Slluni paymennt ®f dUlty d\llle to ligllll®ring the c«>rred !!"ate 

Under a notification of April 2001, ED at the rate of 15 paisa per unit was 
payable with effect from 1 April 2000 on the consumption of energy which 
was generated in a generating station by a person carrying on an mdustry. and 
consumed by himself for such industry, provided the generating station was 
instaUed prior to 1 April 2000. If the gep.erating station had beeri installed 
after 1 April 2000, duty was payable at 30 paisa per unit of electricity 
generated and consumed. · 

Audit scrutiny of the records of Els, Pune and Thane revealed that two 
electricity generating units for captive consumptiol!ll of electricity had been 
:installed after April 2000. These units generated and consumed 593.37 fakh 
uruits of electricity between March 2002 and April 2005 on which ED of 
Rs. 1.78 crore was payable, against which, only Rs. 89.01 lakh was paid. 
Faiil!l!ll"e of the departmell!lt t® Kink tlhe notificaltimrn wlitlln the date of 
hnsfaUatfon Ilerll to slhwrt reallisatfon. ®f ED @f Rs. 88.99 Balkh. · 

After the cases were pointed out, the department stated that under the 
Government's resolution (GR) of September 1999, captive consumption of 
electricity by hydro-electric projects had been exempted from duty. The reply 
is not tenabl~ as the BED Act provided for an enabling notification to be 
issued to give effect to the GR which was not issued and the notification of 
April 2001 did not provide for such an exemption. Moreover the department 
itself had accepted ED at the rate of 15 paisa per unit of electricity generated 
and consumed~ 

4 Ahmednagar, Nashik, Sangli and Satara 

52 



Chapter-V Other Tax Receipts 

5.2.63 Shcrt levy @f dl!!lty payable by liiceH!lcees/cmmsumers due to incoir.1rect 
C®llllllllllllllfatfoIDJ 

Under the BED Act, duty at the rates specified in the Schedule to the Act is to 
be levied and paid to the Government on the energy consumed, depending on 
the purpose for which it was consumed. · 

Scrutiny of form 'C' and 'B' returns of eight licencees/consumers and five 
electricity generating units revealed that as against the duty of Rs. 63.84 crore 
payable, duty of Rs. 61.12 crore was paid due to incorrect computation. 
Faiim!!re ®f tlhie. depari:mrnellllt to dieted mistakes nn the retu.irns resulted! urn 
sllnor1: Hevy of duty of Rs. 2.72 crmre as id.etaiiletdl in Aimlllleu11re-II. 

After the cases were pointed out, the department accepted the observation and 
raised demands totalling Rs. 1.36 crore in seven cases. The report of recovery 

. and action taken in the remaining cases had not been received (October 2007). 

5.2.6.4 Short levy ®f tax ol!R sale illlf eiectricity 

Under a notification of May 2004, the Government specified the rates· of tax 
leviable from 6 April 2004 on every unit of electricity sold by licencees for 
sale of electricity. In areas granted under licence to Tata Power Company, 
Reliance Energy Limited and BEST," the :rate of tax was 19 paisa per unit for 
sale of electricity to industrial or commercial consumers. In respect of other 
consumers; the rate of tax was 15 paisa per unit. In all. other areas in the State, 
the rate of tax payable on sale of electricity to industrial or commercial 
consumers was four pruisa per unit, while it was 'nil' in respect of other 
consumers. 

Audit scrutiny of the returns submitted in form 'A' and 'C' by three licencees5 

tO the Els, Mumbai and 'Thane revealed that in five cases, the licencees had 
·recovered and paid tax on sale of electricity on 78,053.24 fak:h writs instead of 

80,127.18 lakh units. The short levy of tax on 2,073.94 lakh,units amounted 
· to Rs. 1.41 crore. This escaped the l!Rotice of the department as ut had llll®lt 

coirreHated the il'.11fol!'mm2tfollll lfllllmishedl vnde the tw® iret1mrns. 

After the cases were pointed out, the department accepted the observation and· 
raised demands totalling Rs; 1.29 crore in three cases. A report on recovery 
and action taken in the remaining two cases.had not been received (October · 
2007). 

The Goveriunmemnt may c@l!llsndeir JPlll'escrilbiillllg a system fol!" liinlkages «l>f 
vairious i1111fmrmmatiioimfretums at tllne levell of Els to check shmrt ll'tmllitfafil\ce 
of tax on sale of eledriefity. 

5.2.7 Collnedfon of eiectrficity dludy :mllll«ll fax mm sale of elledridty 

5.2.7.11. All"!l"teall"s pelllldlil!llg coinecti®llR 

Under the BED Rules, where any licencee or other person/consumer fails to 
pay any ED recovered by him-from his consmners to the Government account 
within the prescribed period, the EI can issue a notice of30 days in writing for 

. payment of the dues, together . with the interest thereon. ff the licencee stm 
5 MSEB (7,221.63 lakh units - 5,676.37 lakh units = 1,545.26 lakh units) M/s Reliance 

Energy Ltd and Tata Power Co. (72,905.55 lakh uni.ts - 72,376.87 lakh units = 528.68 Iakh 
units). 
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fails to pay the dues, the EI has to report the matter to the Government for 
recovery of the dues as arrears of land revenue. No ttfilme iimit for ll"lfJJMDrtiillllg 
the matter to the G@veir1111ment has, however~ bee!lll prescll"ibed umller tlhie 
Ad. 

Further, under the provisions of the BED Act, every licencee which supplies 
electricity to consumers is required to coUect duty from the consumers and 
credit it, together with its own charges, if any, to the Government account by 
the prescribed date. In cases of default, interest at the rate of 18 per cent per 
annum for the first three months and 24 per cent per annum thereafter is 
chargeable on the amounts of duty remaining unpaid till the date of payment. 

Scrutiny of the records revealed that there was delay either :in raising the 
demands or reporting the matter for recovery of dues as arrears of land 
revenue. This resulted in. accumulation of arrears totalling Rs. 1,022.65 crore 
m cases of five licencees as on 31 March 2006 as mentioned beliow : 

MSEB 

Sugar 
factories 

Captive 
consumers 

138.40 667.74 806.14 

4.59 17.59 22.18 

101.71 84.56 186.27 

40 

25 

As on 31 March 2006, duty of 
Rs. 138.40 crore and interest of 
Rs. 667.74 crore was payable. 
Although the matter had· been 
commented upon in the ARs for the 
years 1999-2000 to 2005-06, the CE 
raised a demand for the outstanding 
duty of Rs. 138.40 crore and the 
interest of Rs. 667.74 crore payable 
only in July 2006. No action had 
been taken by the Government either 
to recover the amount or. adjust the 
duty and the interest against the 
subsidy payable (October 2007). 

The proposal for recovery of dues as 
arrears of land revenue was sent to 
the Government by the CE in June 
2006. Orders of the Government had 
not been received (October 2007). 

Recoveries in respect of all the 25 
captive consumers were pending at 
the level of Els. 

Textile 0.91 6.02 6.93 3 Necessary action to recover the 
mills arrears of duty as arrears of land 

1-0-th_e_r ---t-----+----+-----+--
3
----J revenue was pending at the level of 

0.63 0.50 L 13 the CE. 
factories 

Totan 246.24 776.41 .R.,@22;65 

Except for MSEB for which the pendency of dues was from 2001-02, in all the 
other cases, the amounts shown were pending for recovery from 1978-79 
onwards. 
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Failure of the department to effectivdy monitor the recovery of dues led to 
arrears of revenue accumulating to Rs. 1 ;022.65 crore. 

Tlhle Governmellllt may therefore considerr pJresciribhug a tfrme limit for 
reporting the cases of defallllDtiimg licellJlcees/cmmswimers t({} eH!lable it t({} 
pmrsue tl!ne arre:aurs of dues umdleir the Malln:aurashtra La!llld Revenlllle Code. 

5.2.7.2 Norm-recollllcilliatnmu olffiguires of revemrnne coHederll 

Tl!ne departmellllt ll"equisitfons monthly wevemHrne figmres from the Accmmmts 
brallllcllll of the MSEB carde alllld these figures are regularly reported by it 
fo tllne Goverlllll!llllCllllt but, tlherre ns l!W system l!llf rrecolllldHiatimm between these 
figID11res alllld the figw11res av:aHab[e wiitlbi the departmellllt as perr form 'C9

• 

Audit scrutiny of MSEB's return in fo!1ll 'C' revealed that they had collected 
electricity duty amo'unt:ing to Rs. 716. 78 crore during 2005-06. The 
department had, however, reported to the Government that the· revenue 
collected was Rs. 704.32 crore, based on the information collected from the 
Accounts branch ofMSEB. The difference of Rs. 12.46 crore in the :figures of 
the return iii form 'C' and the figures obtained from the Accounts branch of 
MSEB had not been reconcHed. 

After this was pointed out, the CE stated that reconciliation would be carried . 
out. 

'Jfl!ne Government may c~KJlsiidle1r illllstihtuthng a sysltem foll" cariryillllg 1Dmt 
perfodlic ll"CC®llllCHiiatfolll of the fnguires ll"CjplGrted by the departl!l!llelllt. 

5.'1,".7.3 Iirregullall" !l"efwnmd ®f' eHedricity duty c@Uected 

Under the Maharashtra Treasury Rules, 1968, every refund is req~ired to be 
noted against the original credit in the departmental accounts or other 
documents in which the money received is entered in detail and a certificate of 
such a note having been made is required to be given in aH the vouchers for 
refunds. 

Scrutiny of the refund cases in the office of the CE :in respect of the duty 
coHected by MSEB from its consumers revealed that in three cases of 
Aurangabad, duty of Rs. 45.86 fakh paid between May 2003 and June 2004 
was refunded by MSEB by adjustments in the energy bills issued between 
June 2004 and January 2005. Audit scrutiny revealed that MSEB had actually 
credited the amount to the Government account between December 2004 and 
March 2005. ][n three other cases of Aurangabad and Ahmednagar, duty of 
Rs. 81,000 paid in March 2004 was adjusted between September 2004 and 
September 2005 though the amount had not been credited to the Government 
account by MSEB as of 31 March 2007. The CE, tllms, failied to foUfow the 
pll"ocedures prescribed for refund of the revel!llme a11ul! reflllln«lled tllne 
amollllnt evellll befmre it had been credited to the Govermnelllt. 

After the cases were pointed out, the CE stated in August 2007 that the 
irregularity pointed out would be strictly avoided in future. The reply was 
silent about the reasons for the irregularities committed. 
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5.2.8 Inspectiollll of Rnfts all1ld eHect1rftcai install!atl:Rons al!B.d levy of fees . 

5.2.8.l Inspectfon of lifts anl!ll«ll Revy of fees 

As per the Bombay Lifts Act, every lift is required to be inspected at least 
once in six months by an authorised officer of the Government and an annual 

·fee at the prescribed rate (the minimum rate being Rs. 300 per inspection) is to 
be charged for such inspection. 

Audit scrutiny revealed that there were substantial shortfalls in conducting of 
inspections, as mentioned hereunder: 

No'. of lifts to be inspected 34,908 38,439 42,985 47,667 53,142 2,17,141 

No. of lifts actually inspected 21,776 20,671 19,744 22,861 17,951. 1,03,003 

No. of lifts not inspected 13,132 17,768 23,241 24,806 35,191 1,14,138 

No. of lifts inspected 2°d time Nil Nil Nil Nil Nil Nil 

Percentage of lifts not 37.62 46.22 54.07 52.04 66.22 52.56 
inspected 

During the period 2001-02 to 2005-06, the ·percentage of lifts not inspected 
varied between 37 and 66 per cent .. None of the lifts was inspected twice in a 
year as prescribed. Failure to inspect the lifts resulted :in non.:.realisation of 
inspection fees of Rs. 3.42 crore (calculated.at the minimum rate). 

After the cases were pointed out, the department stated that considering the 
available staff strength, there had been no shortfall in the inspections of lifts. 
The reply is not tenable as it is the responsibility of the department to carry out 
inspections as Raid down in the Act. This should also be seen in the context of 
safety of the users and the manag~ment of risks associated with leaving the . 
lifts uillnspected. r 

' 
5.2.8.2 Inspectiollll of electl!"acmR ipstaRhntfolllls and Revy of fees 

Under the Indian Electricity Rul~s, to ensure public safety, installations which 
are connected to the supply systems of suppliers, are to be periodically 
inspected at intervals not exceeding five years, either by inspectors or by the 
suppliers as may be directed by the State Government. The minimum rate of 
fee is Rs. 20 per inspection. 

Scrutiny of the records in 13 divisions revealed that out of 50.35 lak:h 
electrical installations required to be inspected, only 30.24 lakh were inspected 
by the department during the period 2001-02 to 2005-06, leaving a shortfall of 
20.11 lakh installations. The year-wise break-up was as follows: 
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Nagpur· 

Mumbai 
. · (SantaC.ruz) 

Ahmednagar 

K.olhapur 

·, Sangli , 

61,960 
. 17,644 

' 0 " 

1,40,953 
. 82;230 

53,667 
. 31,497 

-

1,47,160. 
85,512 

66,050 
45,489 . 

50,394 
35,684 

·-- -. .. __ ,_ . 
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. , 1,04,612} 
76,978 

.• 61.960 . 61,960 . 61,960 
· 14,228_ .. <17,236 . •• 15,920 . 

1,43;966. l,45,566 J,45,566 
-~ 89,513 .. : 1,06,808 98,541 

... 66,710 '69,919 70,936 
. 50,601 . '58,736 53;761 

. 33,677 . •28,107 
- .·. 

29,259 
33,67.7 .· .. 28,107 29~259 

.. 

,- - -

. 3,09.800 
_:, 

2,32,063 
··77,737 

7,23,211 2,60,607 
4~62,604 

.. 
3,40,955 82,674 

.2,58,281 . 

.. 
1;91,765 . 37,074 
1,54,691 .. 

"4" 

52,659 •.. · 51,685 . 51,625 .·. . 52,026' ·2:61,662 . J,22;844 
33,655. <31,711 .. 25,9~1 · 16,024 :· ..• 1;38,818 -

Pline ... , 82,303 
60;018 

75,277 ' . 76,500 ' . 86,389 ·. 4;01,160 '1,01,461 ... 
55,937 .. 2,99,699' . 59,086 : 53,825 

Mumbai· 98;740 98,740 98,140 98,740. 
(Tardeo) 62,985 46,343 ·\ ·.55,888. 5i,561 

·. 

r,06;8.51 Amravati -.. · J,06;577 l,06,577 1,06,851 
4~;565 44;~53 6?,;27}' '.49,063 

-
Wardha 59,235 • ' 59,403 

16,178 ... : 15~996. 
.. . 

: 

98.740 4;93,700 . • 2,26,600 
50~323 .. 2,~7,100 

" 

:1,21,487. ·5~48,343 3,09,917 
•· ... 34,868 2,38,426 

. 60,896 . · .. 2,99,912 . 2,18,334 

. 16,247 ' . 81,58) 

.. 
.. 

Aurangabad . . • 6T611 
' -"-'-"-=-=-

67;767' 
'.· 36;251 

67,763 
32,42_8' 

68,329 ' . 3,39,248 
37,277 • '· l,81;502 

.1,57,746 

Thane:..i' 

Thane-II 

Total 

H 4208-11 

36; 145 

.·• .. 6L254 
56,073 

''·54,498 
50,702 

66,476 
55,693 

. 54,500 
50,414 , 

10,06,662 . 10,18,215 
•. 6,18,270 . 5,86,558 

~6.476. 66,910 ·.· .·.·. 66,910 .· .. 56,490 
5_4,139 53,353 52,278 .· 

55,769 
52,966 

'55,769 : ·. 2,76,305 .. · 32,823 
34,670 2,43,482 ·. 

9,93,041 ·9,941,395 . : 10.22,879 . • 50,35,192 ~O,;Jl.190414 
if'i,25,328 6~21,9~9 ' 5,729083. ·. ·. 309249148 

Failure to c~urry ®1111t. the li1mspectio~s Jresudted imL imon-reaAism'ti®1111 ®f­
inspection fees of Rs. 4.02 crrore (cakllllllated at the milll\ilmnwim irate). 

After the cases were pointed out, the de~artm~nt. stated that c~nsfd~ring the .· 
available staff strength;. there had .been no shortfall! m i)rlSp~ctiOns of d~ctrica! 
installat.ions. _. The reply is •nof tena,ble as His the ~esponsibility of the 

· departll:\ertt to carr)r ouflnspections as laid down in the Act. This must also .be . 
seen: in the context of safety and the mariag~!lqent · of risks associated with . 

. leavmg th~ installationsuninspectedL · . · · · · · · ·· 
- . . - -· --:-- ' ~ . 

.. ~-

.. .. 1 .. ·' 

57 

... .. 



A udil Report (Revenue Receipts) f or the year ended 3 I March 2007 

5.2.9 Weak internal controls 

5.2.9.1 Supervisory checks 

Annual administrative inspections of the offices of Els were carried out by 
CE/SEs in respect of levy and collection of electricity duty and tax on sale of 
electricity. However, percentage checl<s of the work of the Els to doubly 
ensure the correctness of levy and collection of electricity duty and tax on 
sale of electricity had not been prescribed for the supervisory officers. 

5.2.9.2 Improper maintenance.of records 

• Scrutiny ofrefund registers maintained in the offices of Els revealed that 
complete details were not being entered into. Besides, the upkeep of the 
registers was not upto date. 

• No record was being maintained by the department to ensure that tax on 
sale of electricity was being recovered in respect of all consumers 
exempted from payment of duty but not from tax on sale of electricity. 
Consequently, it was not possible for Audit to ascertain whether tax on 
sale of electricity was being recovered from all consumers who had been 
exempted from payment of duty. 

After this was pointed out, the CE accepted the observation and stated that 
instructions .were being issued to the Els for maintenance of proper and 
updated records. 

5.2.10 Internal audit 

The internal audit wing (IA W) of an organisation is a vital component of its 
internal control mechanism and is generally defined as the control of all 
controls to enable the organisation to assure itself that the prescribed systems 
are functioning reasonably well. However, it was observed that IA W was 
pot functioning in the department, leaving it vulnerable to the risk of 
control failure. 

The Government may consider setting op of an IA W to monitor the levy 
and correctness of ED/fees paid. 

Compliance deficiencies 

5.2.11 Non-levy of interest 

Under the BED Act, any sum due on account of electricity duty, if not paid 
within the time and in the manner prescribed, is deemed to be in arrears and 
interest is payable on the sum at the prescribed rates till the sum is paid. 

Scrutiny of returns in form 'C' and the related records of four Els6 revealed 
that six 7 consumers had delayed payment of Rs. 14.81 crore towards duty and 
tax for periods varying between 3 and 1, 793 days during the years April 2001 
to March 2006. The department failed to levy interest as required under the 
provisions of the Act, resulting in non-recovery of interest amounting to 

6 Kolhapur, Mumbai, Pune, and Thane. 
7 Dy. Engineer (Agricultural Construction Division) Aarey Colony, Shree Warna Sahakari 

Dudh Utpadak Prakriya Sangh Kolhapur, Tata Power, Vindhyachal Hydro Power Co. Pune, 
Vindhyachal Hydro Power Co. Ltd, Thane and Western Railway. 
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Rs. 85.14 lakh, of which an amount of Rs. 14.31 lakli pertained to the last five 
years. 

After the cases were pointed out, the department accepted the observation and 
raised demands for Rs. 84.37 lakh against which one consumer paid Rs. L69 
lakh. A report on recovery and action taken fu the remaining cases had not 
been received (October 2007). . 

5.2.12 Conclusion 

The Act provides for filing of quarterly returns by the licencees which are an 
important internal control measure to monitor the payment of ED and its 
correGtness. The department had failed to effectively scrutinise the receipt of 
the prescribed returns and the correctness of duty and taxes payable as per the 
returns. This led to leakage of revenue. No time. limit has been prescribed for 
reporting the cases ·of defaulting licencees/consumers to the Government 
resulting in non/delayed pursuance of dues. The system of reconciliiation of 
figilres of the revenue collected was practically non-existent, leading to 
incorrect reporting of the same to the Government. Failure of the department 
to carry out inspections of lifts/electrical installations led to non-realisation of · 
inspection fees. The internal control mechanism of the department was 
abysmally weak as is evidenced by the absence of an internal audit wing 
which is the control of all internal controls · and . a management tool for 
plugging leakages of revenue and non-prescription of percentage of checks by 
the supervisory officers over the work of Eis. 

5.2.13 Smnrnmary of recomme11ufations 

The Government may consider: 

(;) prescribing a system for linkages of various information/returns at the 
level of Els to check short remittance of tax on sale of electricity, 

o prescribing a time limit for reporting the cases of defaulting 
licencees/consumers to enable it to pursue the arrears of dues under the · 
Maharashtra Land Revenue Code, 

instituting a system for carrying out periodic reconciliation of the 
figures reported by the department; and 

setting up of an IA W to monitor the levy and correctness of ED/fees 
paid. 

Under the provisions of the Profession Tax Act, every person liable to pay tax 
is· required to obta~ an enrolment certificate·and pay tax annually at the rates 
specified in Schedule I to the Act. Section 5( 5) of the Act provides that, if a 
person liable for enrolment failed to apply for such certificate, a penalty of 
Rs. 2 per day is leviable. 
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In ·order to ascertain whether an persons liable to be . covered nnder certain 
categories specified in Schedule K to the Act are brought under the purview of 
the Act, details were collected from the Transport Commissioner's office in 
respect of holders of permits for tr~port . vehicles, the . In~ome Tax 
Department in respect . of· self employed· persons from the -motion· picture 
industry, the Labour Commissioner's office m respect of shops/establishments 
covered under the Bombay Shops and Establishment Act, 1948 andthe Royal 
Western India Turf Club Ltd, in respect of bookmakers, trainers and jockeys. 
licensed by jt. 

. : . ' . . 

On the details being cross checked with the number of enrolment~ in the 
·Profession Tax Department,- it was revealed that 30,76,059 persons had not 
. been enrolled. The amount of revenue involved in these cases apiounted to 

·· Rs.345.80 crore as mentioned below: 

I . 

Holders qf permits 
granted under the Motor 
Vehicles Act for 
transport yehicles, used 
for hire. i 

. 1, _, 

·2001-02 
to 

2005-06 

27;88,159 9,23,639 18,64,520 750 139.84 

7 .. Self-employed persons 2002-03 23,787 8,051 15,736 -
· in the motion pichrre to 

industry. :; 2005-06 

6. Bookmakers, trainers 2001-02 
and jockeys licensed by to 
the Roy~;Westem r..,!ia 2005-06 
Turf Clul{ · 

1,197 . 816 381. 1,700 0.06 

4. 8, 9, 10, Owners ofshops and 2005 19,23,871 7,28,449 11,95,422 1,700 203.22 . 
11, 12, establishments covered 
14; 16 under th~ Bombay 
and 18 . . Shops and 

Establishments Act, 
1948. 

30,76,059 345.80 

. After the cases were pointed out, the_ Pripcipal Secretary, Finance pepartment 
accepted the data regarding non-enrolment in respect of persons listed under 

, Sl. nos. 2, · 3 and 4 .. fa respect of holders of permits for transport vehicles, the 
· · department stated that there could have been more than one permit With the 
· holder and hence the . number of such enrolment cases. may be less. The 
·Principal Secretary.directed the Joiilt Cormllissioner of Sales Tax (PT) in.July 
-•2007 to get the figures reconciled. with th~ Transport Commissioner~ Further 
report had not been rece1ved (October 2007). · 
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Under the provisions of Profession Tax· Act,· every employer or person 
engaged· in any profession -is required to apply for registration or enrolment 
withln 30 days of his becoming liable to pay tax to the prescribed authority. 
For failure to apply within the stipulated time, the prescribed authority, after 
giving him reasonable opportunity of being heard, can impose penalty at the 
rate of Rs. 5 per day in the case of an employer and Rs. 2 per day in case of a 
person liable for enrolment. 

Scrutiny of registration/enrolment records pertaining to the period 2001-02 to 
2005-06 in 23 profession tax offices8 revealed that in 515 cases, there were 
delays tanging from 66 to 9,487 days in applying for registration/enrolment. 
However, penalty was either not levied or was levied at lower rates. As against . 
the penalty of Rs. 20.30 lak:h leviable, penalty of oruy Rs. 91,000 was levied .. 
This resulted in non/short levy of penalty of Rs. 19.39 lakh. 

After the cases were pointed out, the department stated that the Profession Tax 
Officers had been directed to take necessary action for recovery of penalty. A 
report on recovery had not been received (October 2007). 

Under the provisions of the Bombay Entertainments Duty (BED) Act,' 1923; 
entertainment duty (ED) is. payable with effect from 1 May 2000 by cable 
operators at flat rates of Rs. 30, Rs. 20 or Rs. 10 per television set per month, 
depending on whether the area is a municipal corporation (MC), A and B class 
municipality or other area. Further, ED is payable on or before the 101

h of the 
subsequent month to which it relates, failing which interest at the rate of 18 
per cent per annum for the first 30 days and 24 per cent thereafter, is leviable. 

Test check of the records of 12 units9 in siX10 districts between December 
2003 and August 2005 revealed that ED amounting to Rs. 41.51 lakh was not 
paid by 251 cable operators during various periods between 2002-03 and 
2004-05. Demands were also not raised by the Resident Deputy Collectors/ 
Taluka Magistrates against the operators. This resulted in non-recovery of ED 
of Rs. 41.51 -lakh. Besides, interest at the prescribed rates was also leviable. 

After the cases were pointed out, the department, between January 2004 and 
July 2007, recovered ED amounting to .Rs. 21.10 lakh, along with interest of 

8 Ahmednagar, Akol.a, Amravati, Dhuie, Jalna, Mumbai (8), Nashik, Palghar, Pullle (5), 
Raigad, Satara and Solapur. . · · 

9 Resident Dy. Collector: Akola, Aurangabad, Jalgaon, Mumbai Zone VU, VHI, 
Taluka Magistrate: Andheri Zone I, Kurla IX, Vasai at Thane 
Entertainment Duty Officer: Pune Zone A, H, K, I 

IO . 
Akola, Arnrangabad, Jralgaon, Mumbai, Pune and Thane. 
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Rs. 26,000, from 131 cable operators. A report on recovery of the balance 
amount had not been received (October 2007). 

The matter was reported to the Government in April and May 2007; their reply 
had not been received (October 2007). 

Under the provisions of the Maharashtra Education and Employment 
Guarantee (Cess) Act, 1962 and Rules made thereunder, cess and penalty 
recovered by the MCs during a calendar week are required to be credited to 
the Government account before the expiry of the following week. If any MC 
defaults in payment to the State Government of any sum under the Act, the 
State Government may, after holding such enquiry as it thinks fit, fix a period 
for the payment of such sum. The Act also empowers the Government to 
direct the bank/treasury in which the earnings of the MC are deposited, to pay 
such sum from the bank account, to the State Government. 

During test check of the three MCs11 between May .2006 and October 2006, :i.t 
was noticed that the MCs did not remit the revenue amounting to Rs. 36.68 
crore relating to the State education cess (SEC) and employment guarantee 
cess (EGC) collected during 2005-0§.. The Statei Government also did not 
direct the bank to pay the amount due from the bank accounts of the MCs. H 
was also noticed that there was no provision for furnishlng of the details of 
cess collected and remitted to the Government account. This showed that no 
internal control existed in the Revenue and Forests Department over the 
receipts and deposits of revenue by the MCs. 

After the cases were pointed out, MCs, Mumbai and Jalgaon stated {June 
2006) that orders for adjustment of the amount against the grants due to them 
w~re awaited. MC, Nagpur stated in August 2006, that the amount would be 
credited to the Government account. The replies are not tenable as the rules 
provide for the remittance of cess before the expiry of the following week 
during which it is collected. 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). 

Under the provisions of the Cess Act, refund of SEC and EGC is admissible, if 
refund of property tax (i.e. general tax) is permissible under any municipal 
law. The Government, vide an ordinance dated 2 March 1998, abolished the 
provision for refund of property tax on accolint of vacant properties. 

11 Jalgaon, Mumbai and Nagpur. 
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Scrutiny ~f the records in three12 wards of Brihan Mumbai Municipal 
CorporatiOn (BMC) during February and March 2003 revealed that the 
department continued to ·refund SEC and EGC during 2003-04, though the 
provision for refund of property tax on vacant properties had been abolished in 
March 1998. This resulted in irregular refund of Rs. 20.37 lakh (SEC: 
Rs. 17.21 lakh and EGC: Rs. 3.16 lakh) in respect of353 vacant properties. 

After the ca~es were pointed out, BMC, between August 2005 and May 2006, 
issued supplementary bills and recovered Rs. 3.75 lakh in respect of 159 
properties. A report on recovery of the balance amount ofRs .. 16.62 lakh had 
not been received (October 2007). 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). 

Under the provisions of the Maharashtra Tax on Buildings (with Larger 
Residential Premises) (Re-enacted) Act, 1979, tax recovered by an MC on 
behalf of the State Government is to be credited to the Consolidated Food of. 
the State within 30 days from the date of its recovery. ff any MC defaults in 
payment. to the St~te Government of any sum due under the Act, the State 
Government can, after holding such enquiry as it thinks fit, fix a period for 
payment of such sum. . The Act also empowers the Government to direct the 
bank/treasury in which the earnings of the MC are deposited, to pay such sum 

· from the bank account to the State Government. 

During test check of the records of three MCs 13 between June and September 
2006, it was noticed that the MCs did not remit revenue amounting to Rs. 1.73 
crore collected on accc;mnt of tax on buildings (with larger residential 
premises) during the year 2005-06. In none of the cases was the bank/treasury 
directed to pay the sum to the State Government. This resulted in non-
remittance of tax of Rs. 1.73 crore. · 

After the cases were pointed out, the· MC, Mumbai stated in Jun~ 2006 that 
remittance oftaX coHected was held up for want of an administrative decision 
on adjustment of the amount of tax -from the grant receivable from the 
Government. The MCs, Solapur and Pune stated in July ,and September 2006 
:respectively,· that tax would be remitted :into the Government account. The 
:replies are not tenable as the tax collected was required to be deposited into 
the Government account within 30 days from: the date of recovery. 

The matter was reported to the Government in April 2007; their reply had not 
been received (~ctober 2007). 

n M (East), N and P/South wards ofBrihan Mumbai Municipal Corporation. 
13 Mumbai, Pune and Solapur.c 
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Test check of the records of non-tax receipts conducted during the year 2006-
. 07 revealed under assessment/short levy, loss of revenue etc. of Rs. 103.11 
crore in 44 cases, which broadly feU under the following categories: 

1. Forest Receipts (A review) 01 73.95 .. 
2. Loss of revenue on sale of tendu 16 16.34 

leaves 
~ :: 

3. Loss of forest revenue 20 12.15 

4. Miscellaneous 05 0.63 

5. ·Others 02 0.04 

Total 44 103.U 

During 2006-07~ the department accepted under assessments in 56 cases 
pertaining to earlier years and recovered Rs. 18.92 crore. . . ( . - -" 

A review on 'Foireslt Receipts' involving a financial effect of Rs~ 73.95 crore 
. and ~ few illustrative cases involving a financial effect of Rs. 94.24 crore are 
·mentioned in the following paragraphs. 
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(Paraugiraplht 60208) 

(Pairagiraph 6.2.9.2) 

(Pairagiraplln 6.2.10.3) 

(IP'arngraph 6.2.11) 

(Parmgn·aph 6.2.12) 

6.2.2 htrodw:io.!ttimm 

The subject 'Forests' is included in the 'Concurrent List' in the seventh 
S~hedule to Article 246 of the Constitution of Ind~a. The Indian Forests Act, 
1927 and Forest. Conservation. (FC) Act, 1980, which are Central Acts, 
Bombay Forests Rules J 942, and Bombay Forests Manual maIDlly govern 
protection and management of forests in the State. Under the FC Act, :it is 

·. necessary to get prior approval of the Government of India (GOI) for use of 
forest land for non-forestry purposes . 

. Forests in Maharashtra constitute 20.13 per cent of the geographical area of 
the State. The Forests Department generates revenue through salie of timber, 
firewood, bamboo, tendu leaves and other minor forest produce. .In addition, 
compensation including fines is charged for unauthorised use of forest fa.nd · 
and illicit foiling of trees. The exploitation of forest produce is done either 

·departmentally or through Forest Labourers' Co-operative Societies (FLCS) 
and Contractors. The.forest produce is disposed through auction, invitation of 
tender and long term agreement with private parties. 

The system 'of cIDJlledioin of lfo!l"est ireceiipts was ll"eviewed illll alllldit which 
irevealed a nllimber of system alllld ieompHfa1111ce deficiencies which have been 
Sl!llbsequentHy discussed. 
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6.2.3 . 01l"gaimisational set up 

The protection and conservation of forests for sustained growth is the 
responsibility of the forests' Department which functions under the Principal 
Secretary (Forests). in the Revenue and Forests Department. The Prindpal. 
Chief Conservator of Forests, (PCCF) Maharashtra at Nagpur iS responsible · 
for the overall administration of the department. He is assisted by three 
Additional PCCFs and seven Chief Conservators· of Forests (CCF). There are 
11 territorial cir~les comprising 48 divisions and 309 ranges headed by CCF, 
CF, Deputy Conservator of Forests (DCF) and Range Forest Officers (RFO) 
respectively. The .administration of forest division, sale of forest produce and 
realisation of revenue .are responsibilities of DCFs. Besides protection of 
forests, the RFOs ·are responsible for carrying out the work of plantation, · 
marking and felling of trees, transporting timber and fuel wood. from the forest · 
floor to the sale depots, etc. 

6.2.4 Scope of aID1dlit 

The review of the effi.cacy of the system of collection of forest revenue was 
conducted for the period 2001-02 to 2005-06~ Records of 16Lout of48~ 
territorial divisions in the State as well as those ofthe Mantralaya; PCCF, and 
two2 out of 11 circles were examined ,in the course of thiS review. · 

6.2.5 Audit objectives 

The review was conducted to as(;ertain whether 

e .working plans {WP.s) of the divisions·were prepared and got·~pproved ' 
fro1i:1the Gove~en~ ofindia(GoI) in time; .. · · · · •. :~. · · .. ·· 

(,) the activities envisaged. in the WP were e~ecuted as per schedufo; 

forest produce availabi~ and due for exploitation were e~acted in tilne : 
and expected revenue realised; and · · · · · · · 

fu.temal control mechanism 'to ensure. proper functioning of\~arious· . 
wings .and for optimum coUection of revenue existed in the department .. · 

6.2.6 Acknowledgement 

The Indian Audit and Accounts Department acknowledges the, co~operation of 
the Forests Department in providing necessary information:. ~d ;records for 
audit. The draft review report was forwarded to the Government ·and 
department in May 2007 and was discussed in the· Audit R~Vi~w Cominittee 
meeting held in September 2007.. Principal Secretary, Forests Department 
represented the Government while the Principal Chief Conservator of Forests 
represented the department. Views of the Government/department have been 
incorporated in relevant paragraphs. 

6.2.7 Treml of forest revenue 

The preparation of the annual budget estimates of revenue is the responsibility 
of each DCF. This estimation is based on the estimated yield of fo,rest produce 

1 Allapalli, Bhandara, Bhamragad, Central Chandrapur, Dahanu, East Melghat, Gadchiroli; 
Nagpur, Nanded, Nashik (West), Pa:ndharkawada, Satara, Solapur, Wadsa, Yavatmal and 
YawaL · 

2 North and South Chandrapur circles. 

67 



AuditReport (Revenue Receipts) for the year ended 31 March 2007 
1 , .. -- . '!" - ,-.if .,. ii· ft VI'§,UiJ,· R - -- fi·:- 5- q §fii·#· h"hk t!.iM • 1 ff iii'•· J # -- -~-- dfr· -;,:<·,-.§ ... · ~PHS 8' a--, Cfo n.fi?. i?±b ¥Sf•s;1- ...-<-,. 4§¥ . -U1·X-tii•-" \Bil 2 "Mi 

~from the coupes3 due for exploitation in a particular year as per. the WP and is 
··required to be submitted to the JPCCF through the CF conceme<i for approval. 

Audit scrutiny reve~lied that the actual · receipts fell short of the budget 
estimates by 23 to . 45 per cent every year during 2001-02 to 2005-06 
indicating unrealistic preparation of bud~et . estimates. The details are 
mentioned below : 

2001-02 200.00 134~14 (-) 32.93 

2002-03 136.50 104.58 (-) 23.38 

2003-04 143.33 86.33 (-) 39.77 

2004-05 160.90 88.62 (-) 44.92 

2005-06 126.46 92.02 (-)27.23 

Further scrutiny revealed that DCFs of <Bhandara and Gadchlroli divisions 
retained Rs. 9.57 cirore reajlised :from the sale of timber during 2001-02 to 
2005-06 in forest . deposits instead of crediting it" to revenue due to non­
finalisation of the account of coupes allotted to FLCS for expfoitation. 

After the cases were pointed out, the Government while accepting the facts 
stated :in September 2007 that shortfall in revenue collection was attributable 
to non-exploitation of coupes for want of funds for regeneration activities; 

System deficiencies, 

6:2.8 Working pllan 

A working plan (WP) is a document prepared for a period of l 0 years which 
contains detailed scheme of management for silvicultural operations4

• The 
forest produce resulting from these operations generates revenue for the Forest 
Department. Non-existence of a WP has a major impact on the growth and 
reg~µeration of the forests; It also Xeads to stoppage of aU activities relating to 
extraction -of forests produce from the forests which affect the receipts of the 
department and hence, it is in the interest of the environment as well _as the 
department that the WPs are prepared and approved well in advance. Audit 
scrutiny revealed a number of deficiencies m the preparation as weU as 
impl~mentation of WPs which are mentioned.below. 

3 Coupe is the demarcated forests area where the exploitation activity is to be carried out 
4 'Raisi~g ofoew pK~mtation and developing exiSting plantatiollll and irn the process collection of 
revenue through sale of forest produce. 
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6.2.8.1 Preparatiollll ofw@Jrking piallll 

DCFs of WP divisions are required to take up the work of revision of WP two 
and half years in advance of the expiry of the existing plan so as to allow 
sufficient time for obtaining the sanction of the GOI through the PCCF. · 

Three5 divisions did not prepare.the WPs during 2001-02 to· 2005-06 while 
eight6 divisfons did not have continuous WPs for one to three years between 
2001-02 and 2005-06. Theire was Iii® m@niforftng by the PCCJF to ensmre 
the Jlllll"eparatfolln and tiimdy sulbmissfon· of WP to the GOI. Non-

... pH'eparatfon of new WPs before expiry of the existing WPs resulted nllll 
deferring of' timber extradfoJ!ll and reve)ime from these dnvi\sions. 

After the cases were pointed out, the Government while accepting the facts 
stated in September 2007 that due to shortage of staff there was delay in 
prep~ation of WP. H was fin1:her stated that in future, staff from other 
diviisions would be depfoyed and within two years WP would be prepared in 
all divisions. Remote sensing and digital data would also be used for the 
preparation of WPs. The reply is not tenable as separate WP divisions existed 
in the department which have been created with the sole aim of preparation 
and finalisation of ~s. 

6.2.8.2 Impfomeimtatfol!ll of the working plans 

As per the WP, forest area is divided into various working circles and circles 
are divided into coupes. Marking of the coupes due for exploitation in a 

' particular year is to be done ill the year preceding the year :in which respective 
· coupe is due for exploitation as per prescription in the Wl?s. Non-exploitation 

of coupes as per the prescription of WPs leads to deferment .of :revenue 
realisable from the extracted timber and other pmduce and also blocks · 
regeneration activities affecting future revenue adversely. 

Under the directions issued' in September· 2000 ·by the Supreme Court, the 
Government was required to provide sufficient funds for regeneratfon of 
forests before commencement of exploitation in forests as per the prescription 
in the-WPs. Under these directions of the Apex Court, the GOl was to grant 
permission for exploitation after ensuring that the State Government had made 
sufficie~t provision of funds for regeneration activities. 

The Bombay Forest Manual stipulates maintenance of control books to 
compare the actual exploitation .in the year with the prescriptions of the WP 
and recording the yield of timber and other . forest produce and the revenue · 
derived· therefrom. 

Audit scrutiny revealed that the State Government had made a provision of 
only Rs. 21.98 cm.re against the requirement of Rs. 55.75 crore for 
regeneration activities in 2002-03. Because of this failure of the State 
Government, the GOI did not grant permission for exploitation which resulted 
in revenue· not being realised due to non-expfoitation of timber as discussed 
below: 

5 Dahanu, WestNashik, Yawal 
6 Allapalli (2001-02 to 2003-04), Central Chamlrapull' (2003-04), East Melghat (2003-04 to 

2005-06), Gadchiroli (2005~06), Nagpur (2001-02 to 2003-04), Pandharkawada (2001-02), 
Solapur (2005-06), Wadsa (2001-02). · 
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· Bhandara 

Gadchiroli 

Audit Report (Revenue Receipts) for the year ended 3 I March 2007 
f!-i"<§ih'E' e.•e a·--tCik-#rl•h?<O"PbfHb -e;put-S,..'iS'·bd \d<JIU"-·%"';vg1 ..... ,t;nf.-><•-r 1 ·•"kd~P"·" "J'·"'-*k"'"'d•9fr• "iv--h958-·¥··d"-·-··t-:n 

In six divisions, it was 'observed that though 651 coupes were due for 
exploitation during the years 2001-02 to 2005-06, yet these coupes were not 
exploited resulting in revenue of Rs. 147.63 crore remaining unrealised. 
Details of coupes which were not ·exploited "ruongwith reason8 for non­
exploitation furnished by the divisions.are mentioned as follows: 

2001-02 to 
2005-06 

2002-03 

2001-02 

2002-03 

469 

36 

33 

39 

1,93,806.25 ' 80,611.50 

10,779.06 22,279.00 and 
21,227 poles 

4,376.88 20,493 .00 

3,348.57 17,403.00 

availability o 
funds 

132.15 Naxalite 
problem 

5.23 Non-receipt 
of permission 
oftheGOI 

1.07 Naxalite 
problem 

1.28 Non-receipt 
of permission 
of the GOI 

Pandharkawada 2002-03 32 4,600.00 1,400.00 6.33 Non-receipt 

w'adsa 

TofaR 

of permission 
oftheGOI 

2003-04 to 28 2,437.00 4,943.00 1.19 Naxalite 
2005-06 problem 

651 2,19,872. 76 1,479316.50 am:I 147.63 
21,227 po~es 

H was also noticed that in four8 divisions, control books had not been 
maintained. This indicated that the vita! inter11u11I colllltirol to watch 
explloitatfon of coujpes :ais per pirescriptiolll of the WP was mot being 
impllemenlted which lied to delficie!lllcies ill!! iimplemmeimtatimm of' the WPs lll!Ot 

being highlighted. 

After the cases were pointed out, the Government while accepting the facts 
stated. in September 2007 that exploitation of coupes in naxa!iite affected areas 
would be decided after consultation with the Home Department. It was further 
stated that in future, efforts would be made to minimise the other reasons for 
non-exploitation of coupes. 

7 Beat is a stack of fuel wood of two metre length, 1.2 metre breadth and one metre height 
8 Gadchiroli, Nagpur, Nanded and Wadsa . · · 
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6.2.9 Exploitafo;nn of bambo® 

In the WP, the bamboo coupes are· divided into three felling series and each .. 
felling series becomes due for harvesting after every three years. If bamboo is 
not harvested from a felling series in a particular year, that felling series can 
be harvested only after three years resulting in loss of revenue. Non­
exploitation of bamboo coupes also blocks regeneration of new shoots which 
becomes exp!Oitable after thre~ years. . Audit scrutany revealed serlious 
defidel!llcies iHll exploitation of bamboo which cmdd have been avoided had 
the deparilffilleimt takeD. timely action. Some of the important cases noticed in 
audit are discussed below: · · 

. - . . 

6.2.9.1 Loss of revenue d.ue to 11nomHexpHoitatno!lll of bamboo 

As per the WPs of four divisions, bamboo in 43,011.72 hectare area was due 
for exploitation during 2001-02 to 2005-06. It was, however, observed that the 
area under bamboo was not fuHy exploited resulting in loss9 of revenue of 
Rs. 11. 72 crore. Reasons for non-exploitation furnished. by the divisions. are 
mentioned below~ · · · 

Bhamragad 33,780.85 . 10,934.63 22,846.220 Less demand of nistar10 

bamboo from the local 
people·_ 

Bhandara 4,807.148 . 2,774.874 2,032.274 Shortage of funds 

. Nashik '824.00 Nil 824.00 Poor quality due to illicit · 
(West) cutting/ grazing/fire. 

Yawalat 3,599.72 Nil 3,599.72 Absence of an· approved 
Jalgaon WP 

Total 43,011.718 13,709.504 29~302.214 

. . . 

The reasons given by the department are not tenable because in the case of 
Bhamragad division, out of 75 coupes, 51 coupes were aUqtted to Ballarpur 
Industries Limited (BILT) which exploited them and 24 coupes were reserved 
for departmental exploitation without ascertaining the· acttial requirement for 
nistar bamboo. · · 

After the cases were pointed out, the Government while acceptirig the facts 
stated· in September.2007 that action·would be taken in future to ensure proper 
estim~tion of exploitable quantity of bamboo. 

9 Based on the financial return of Rs: 4",000 per hectare of bamboo plantation as mentioned in · 
the publication of'Indian Forestry and Education Institute, Deharadun' 

10 Making av;;tilable the forest produce at concessional rates to the villagers residing in or near 
· the forest area. 
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6.2.9.2 Loss of 1reveimue dl!lle to llllOn-expDoitation olf bamboo by colllltractors 

In Wadsa division, two contracts were executed in December 2001 for 
exploitation of three bamboo coupes during 2001-02 to 2003-04. As per one of 
the tender conditions, security deposit was to be paid separately for each year 
on or before tlie first day of each supply year11 and royalty Was to be paid in 
advance in three instahnents in October, December and February of the 
respective supply year for harvesting ofbamboo as per the working season12

• 

Thus it was necessary for the department to obtain permission of the GOI for 
exploitation before the commencement of the supply year. 

The contractors exploited bamboo only during 2001-02 and did not pay the 
security deposit of Rs. 4.63 crore towards royalty and other taxes for the year 
2002-03 as permission for exploitation before commencement of the supply 
year 2002-03 was not granted. Scrutftny of !l"ecords R"evealed that the GOI 
did . imot accord peirmi\ssion during 2002-033 as the reqlll!iired budgetary 
aHocatfon foR" irege!llleratfomi activities was not made by · the State 
Govemmel!llt in time. It was noticed that even after the receipt of the GOis 
approval, the department failed to· terminate the existillg contracts and fl.oat 
new tenders for the remaining working season till 31 May 2003. The contracts 
were belatedly terminated in September 2003 after a delay of eight months. 

It was further ~oticed that these three coupes due for exploitation during 2003-
04 for which permission of the GOI for exploitation wa8 received in October 
2003, were sold in March 2004 to BIL T at a rate lower than the rates offered 
by the onginal contractors which led to loss of revenue of Rs. 6.31 crore. 

Thus, failure ofthe department to provide adequate funds for regeneration 
activities led to non-exploitation of the bamboo coupes during 2002-03 and , 
sale of coupes during the year 2003-04 at a lower rate led to a loss ofrevenue 
of Rs. 10.94 crore. 

After the cases were pointed out, the Government accepted the facts in 
September 2007. 

6.2.93 Loss of l!'evemne due to illlladfon of the Govemmeimt 

The Government in October 2001, invited tenders for exploitation of 21 . 
bamboo coupes during 2001-02 to 2003-04 ofAmravati and Chandrapur forest 
cirdes. However, eight coupes of Gadchlroli and' S:ironcha divisions with 
estimated quantity of 44,914.87 air dry metric tonne13 (ADMT) bamboo under 
the Chandrapur cirde remained unsold as the offers received were lower than 
the estimated rates. Tenders were again invited four times between December 

· 2001 and April 2002 but the rates offered were lower than expected. 

It was noticed that BILT, in September 2002, offered to purchase bamboo at 
the rate of Rs. 1,141.25 per ADMT in 2002-03 and Rs. 1,255.38 per ADMT in 
2003-04 from these eight unsold coupes and requested the Government to 
incorporate these unsold units in the quantity of. existing Bhamragad 
agreement executed between departmentand BILT in December 2001. The 

II ' . · . 
Supply year means the year commencing 1 October and ending on 30 September of the 
subsequent year. . , 

. 
12 Working season means extraction period from 1 October to 31 May of subsequent year 
13 ADMT means l,000 kgs weight of air dry bamboo.· . 
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. Goveirl!D.ment accepted this offe!l" in Jalllluu111ry 20@3 afttelf' a «llefay ®f more 
than tllniree mm:nths and also failed to @lbtain the GO[ permfasfoll!l foll" 
exploitation due to nollll-aHfotment of flllm«ll :foll" iregel!lleratfon activities in 
time. Even though BILT exploited bamboo from the coupes in Bhamragad 
division after January 2003, they expressed linability to accept the offer of the · 
Government to exploit 44,914.87 ADMT of bamboo from the eight unsold 
coupes. Thus, delay on the part of the Government in accepting the offer of 
BIL T coupled with faiiure to obtain the GOI approval due to non-allotment of 
fund for regeneration activities resulted in loss ofrevem~e of Rs. 5.B crore. 

After the case was pointed out, the Government while accepting ·the facts 
stated in September 2007 that BIL T wa5 ~tcyfug to negotiate the rates and 
avoiding exploitation of coupes in these divisions. The reply is, however, 
silent regarding reasons for delay. of more than three months in accepting the 
offer of BIL T and ·non-allotment of fund for regeneration activities which 
eventually led to loss of revenue. 

6.2.10 Weaknesses in l!"eportiing ~nd accolllllfllfablll!ity 

6.2.lOol Delay in pll"eparai11:ion @f ttimbeir accollll.1111t 

Timber account showing receipts and di8posal of forest prodµce and seiz;~d 
material is required to be compiled monthly by the RFOs for submission to 
DCF for monitoring the harvesting and disposal of the forest produce as well 
as for facilitating submission of consolidated report of the stock of forests 
produce to the Government through the CF concerned. H was observed that 
due to the delay in preparation of timber accounts by52 RFOs of eight14 

divisions, preparation of the consolidated account of timber by CF for 
submission to the Government through PCCF was in arrears·. for 7 to 24 
months. 

6.2.Ut2 Under reporting of revenue loss due to illicit felliil!D.g 

Tb.e Bombay Forest Manl!Ral dloes ncit pJrescribe tl!ne piroce«lluire for working 
out the cost of iHicitB.y fell.led trees and the seized ll!lllate1rfal. As per the 
procedure followed by the department, the loss of revenue due to illicit felling 
is worked out by deducting the value ofseized material at sale depot rates 
. (SDR) from the cost of illicitly felled trees. The cost of illicitly feUed trees is 
based on the schedule of rates (SOR) approved by the CCF/CF for each year 
for valuation of the quantity of timber from illicitly cut trees. SDR is always 

· higher than the SOR as the transportation and other departmental expenditure 
are :included in SDR. 

In five 15 divisions, it was observed that 14,576.724 cubic metre (cum) of 
timber was illicitly cut during 2001-02 to 2005-06 and was valued at Rs. 6.71 
crore on ,the basis of SOR. The divisions seized 7,081.99 cum of timber 
during the above period valued at Rs. 5.27 crore on the basis of the SDR 
which wa,s adjusted from the loss of Rs. 6.71 crore calculated as per the SOR. 
Loss of revenue in this case was thus calculated at Rs. 1.44. crore. Since the 
value of seized timber was calculated at SD~ this included departmental 
expenditure incup-ed on dragging and transportation of timber upto the point · 

14 Bhamragad, Bhandara,Gadchiroli, Nagpur, Nashik West,Pandharkawada, Wadsa, Yawal· 
15 Bhanu~gad, Central Chandrapur, East Melgbat, Gadchiroli and Pandharkawada. 

··-·--7.-_ ........ : 
·-~ 
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of sale. The actual loss sho'tifd have been worked out by considering SOR in 
respect of both seized and unSeized material. Considering the SOR applicable 
to seized timber,.the value works'otfrto Rs. 3.40 crore and thus, the actual loss 
of revenue is .Rs. 3 .31 crore iriif~ad of Rs. 1.44 crore as reported by the 
department. · · ' · · 

After the cases were pointed out, the G_overnment in September 2007 assured 
that the procedure of workmg out loss due ~o illicit felling would be recast and 
correct mechanism adopted. 

'· 1rh.e Govemmel!Rt may cm:nsnde!I" prescl!"nbY.!lllg a llllllliform pirocedul!"e for 
workiimg out time cost olf mnci\tiy JeUed tre_es and 11:llne cost of seized material. 

6.2.:B.0.3 De:ficnency in pmrsmAnce of dillies 

Under the Bombay Forest Manli~I,· every forest division should maintain. a 
register showing outstanding dues and furnish a quarterly r~port to the 

. concerned CFs. The CFs in turn furnishes a quarterly report of outstanding 
dues in respect of all the divisions under him to the· PCCF. Further, the 
conditions governing sale of forest produce provides that the arrears of dues 
recoverable from purchaser/contractor are required to be recovered as arrears 
of land revenue by issue of revenue recovery certificate. Audit scrutiny 
revealed that forest revenue of Rs. 26.28 crore remained unrecovered as of 31 
March 2006 as mentioned below: 

More than 20 years 4.36 

Between 10 years and 20 years 11.78 

Between 5 years and 10 years 2.52 

Less than 5 years 7.62 

'JfotaH 26.28 

·Out of the above dues, recovery of Rs. 7.07 crore due upto2005-06 from the 
contractors was not referred to the revenue authorities. Further, dues of 
Rs. 3 .28 crore for the period upto 2005-06, though referred to revenue 
authorities, had not been recovered by it as of September 2007. · 

. . . 

Besides, Rs. l2.60 crore was due from 369 FLCS, ofwhich, dues of Rs. 3.35 
crore pertained to 86 societies. which are now dosed and Rs. 8.lO crore 
pertained to 93 societies which were under liquidation: Only, Rs. 1.15 crore 
was recoverable from 190 FLCS which were functionai. 

After the cases were pointed out, the PCCF stated that due to non-existence of 
any property and credit in bank account in case of closed/liquidated societies, 
recovery of dues was not possibie. As regards functional FLCS it was stated 
that due to non-existence of WPs, there was no work for FLCS and thus 
recovery from them was pending. In other cases; PCCF stated that reasons for 
non-recovery would be ascertained from the CFs. 
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The position above also shows that non-existence ofWPs.as·weUas apathy on 
the part of the dep~ment/Government to take tim~ly action to recover 
outstanding dues resulted in accumulation of huge arrears with the passage of 
time. 

6.2.11 Wmrlkillllg of nllllteirnal alllld.it willllg 

Internal audit wing OA W)_ :i.s a vital component of the internal control 
mechanism and is generally defined as the control of a:U controls to enable an 
organisation to assure itself that the prescribed systems are functioning 
reasonably wen. · 

The IA W attached to the PCCF in March 2007, had one desk officer (DO), 
three Chief Accountants (CA) and one derk as against the sanctioned staff of 
one DO, three CA, two account~ts and three clerks. The IA W was required 
to inspect 102 units annually. Out of 510 units to be inspected during 2001-02 
to 2005-06, the IA W inspected only-107 units. The ye_ar wise break up of the 
inspection reports (IR)/paragraphs issued by the IAW during the years 2001-
02 to 2005-06 is as follows: 

2001-02 36 4,058 13 517 212 49 . 4,363 4.63 

2002-03 49 4,363 is 781 37 67 5,107 0.7i 

2003-04. 67 . 5,107 42 1,465 27 109 6,545 0.41 

2004-05 109 6,545 28 1,022 29 137 7~538 0.38 

2005-06 . 137 . 7,538 06 264 124 143 7,678 1.59 

The above table_· shows that the percentage of clearance of IRs was nil and 
deaiance of paragraphs ranged between 0.38 and 4.63 per cent. At the end of 
March· 2006, 143 IRs with 7,678 paragraphs were outstanding for want of. 

· remedial measures. limciremsing tiremd of l!J)l!lltstanrllihmg objedfolllls, a!T'rean of 
inspectfol!ll and vacancies in the IA W indicated that the vital ulllltemall 
coetll"ol measull'e to ensU11ll"e that the ll"eVeKJ1_ue conlledfoim was 11Dptiimnram11 arm«ll 
an the planned activities were .carried out by the fieR«ll .officeirs ihm the 
maJmllH~ll" prescribei!l!, W2S llllOt obsenred jplll"Operl!y. . . . 

The department did not furnish any reason for the . arrears of inspection and 
·low clearance of internal audit ob8ervations (October 2007). 

The Govemmeimt may co1msnder stremgtlbeniill1lg tllne IA W amHdl ellllsurillllg tiime 
boul11ld adfollll lbiy the fo!l"est (Dfficialls mn tine ®bjediimms iraiised by tlbie KAW so 
as to salfegua!l"d hnterest @f irevemll!e all!ld avoiidl !!'ec11111r!T'ennce of mistakes 
JPllD lllli \te«!l mllt. 
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Com piilance ·defi.ciel!llcies 

6.2.12 Loss «ll.f lfeveimlll!e «lllllle to delay Hllll sale o'ltendu 
. . 

Tendu leaves are disposed of by invitation of tenders. For harvesting .the 
produce in the month of AprH-May (tendu season), contracts for collection and 
removal of tendu leaves are required to he finalised by the month of December 
of the preceding year to enable the contractors to take up operations such as 
coppicing 16

, etc. for good yield of the· produce. Any delay in this process 
. results in less yield and low offers. · · 

Records of the CCF (Evaluation and Nationalisation), Nagpur showed that 
invitation of tenders for 437 tendu units for tendu season 2005 was delayed 
upto February 2005 ... Consequently, only 234 units were sold and 203 units 
involving revenue of Rs. 13.82 crore, remained unsold and were subsequently· 
declared unproductive in June 2005. Further, the revenue realised from the. 
units sold was onlly Rs. 14.86 crore against the expected revenue of Rs. 20.78 
crore. Thus, delay in inviting tenders resulted in less realisation of revenue of 
Rs. 19.74 crore.17 . 

After the cases were pointedl out, the Government while accepting. the facts 
stated that delay was due to elections for the State .Assembly. Further there 
was· also low demand for tendu leaves. However, faster processing of tenders 
would have made some difference in. revenue. -

The reply is.·not tenable as invitation of tenders is a yearly process and the 
Government is alSo ·aware of the likely adverse impact on teridu Sa.le in case of 
delay .in. the tendering process., Therefore, the process of tendering should 
have been started in time. 

. . 

6.2.13 Loss _Of revemne dune t® excess shrinkage in. transportm.tion 

As per the . recommendation of the Public Account Committee made m 
December 1996, the PCCF in September 2002 fixed the norms for shrinkage 
and accordingly four per cent shrinkage· in teak timber during transportation 
from ccmpe depot to sale depot was permissible. 

In Gadchiroli.and Pandharkawada divisions, it was noticed that 1,425.489 cum 
· of teak timber was. transported from the coupe depot to sale depot during 
2004-05 to 2005-06. The sale depot records, however, showed receipt of 
1,242.041 cum timber. This resulted in loss of revenue of Rs. 14.39 lakh on 
the qrumtity lost/pilfered in transit The divisions, however, did not fix 

··responsibility- for less receipt of timber. 

·After the'cases were pointed out, the Government-while accepting the facts 
stated in September2007 that action would be taken to investigate the reasons. 
Further development is awaited (October 2007). 

6.2.141 Condllllsion 

A working plan is a document which contains the ·detailed scheme of 
management for silvicultllllral operations. Non-existence of a WP would 
consequently . have a major :impact on the growth and regeneration.· of the 

.. 
16 Making small cutjn theroot suckers of teimdu trees so as to facilitate growtli ofnew shoots/ 

leaves. . 
.17 Rs. B .82 crore + (Rs. 20. 78 CJI"OIJ'e - Rs. 14.86 crore) 
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forests. WPs were not prepared for a number of divisions. Control books 
which are a vital internal control to watch exploitation of coupes were not 
maintained which led to deficiencies in implementation of the WPs not being 
highlighted. Failure to enforce conditions of contracts for exploitation of 
bamboo and failure to take timely decisions led to the loss of revenue. Apathy 
on the part of the department/Government to take timely action to recover 
outstanding dues resulted in accumulation of huge arrears with the passage of 
time. Increasing trend of outstanding observations, arrears of inspection and 
vacancies in the IAW indicated that the vital internal control measure to 
ensure that the revenue collection was optimum and all the planned activities 
were carried out by the field officers in the manner prescribed, was not 
functioning properly. 

6.2.15 Summary of recommendations 

The Government may consider: 

• streamlining the implementation of WPs to ensure sustained development 
of forests so as to avoid deferment of revenue; 

• expediting procedures for exploitation of bamboo; and 

• strengthening the IA W and ensuring time bound action by the forest 
officials on the observations raised by the JAW so as to safeguard interest 
of revenue and avoid recurrence of the mistakes pointed out. 

The loans advanced by the Government usually carry interest at rates fixed by 
the sanctioning authorities. The period and manner of repayment of loans as 
well as the rates of interest and the modes of their payment are generally 
specified before grant of the loans and are indicated in the sanction orders. 
Amounts paid by the Government on invocation of guarantees by the lending 
institutions are also treated as loans to the concerned borrowers. Penal interest 
is chargeable on instalments of principal and interest not paid as per the 
conditions of sanction. 

Test check of the records of the loan accounts of co-operative spinning mills 
maintained by the Director of Textiles in July 2007 revealed the following: 

6.3.1 In respect of seven mills18
, loan amounts totalling Rs. 36.03 crore and 

interest of Rs. 24.52 crore, which were paid between December 2002 and May 
2005 by the Government on invocation of guarantees, had not been accounted 
for in the respective loan accounts of the mills. This resulted in the 
Government not claiming interest of Rs. 13.30 crore on the total amount of 
Rs. 60.55 crore upto 31 March 2006. 

18 Baramati Co-op. Spinning Mills Ltd, Padadhare, Pune; Jawahar Sbetkari Co-op. Roto 
Spinning Mills Ltd, Dhule; Nav Maharashtra Co-op. Spinning Mills Ltd, lcbalkaranji, 
Kolhapur; Renuka Adivasi Co-op. Spinning Mills Ltd, Jaldbara, T~. Kinwat, Nanded; 
Sanjay Gandhi Co-op. Cotton Mfg. Mills Ltd, Jamod, Buldhana; Vasantdada Co-op. 
Spinning Mills Ltd, Kadepur, Sangli and Veer Jagdeorao Cotton Mfg. Co-op. Spinning 
Mills Ltd, Malkapur, Buldhana. 
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6.3.2 fa the cases of two mills19 revenue recovery certificates were issued 
between March 2003 and September 2005 to the respective Collectors for 
recovery of outstanding loans arid interest of Rs~ 18.14 crore and Rs. 5.16 
crore respectively. However, Rs.16.08 crore paid. by the Government on 
irivocation of guarantees had not been reflected in the loan accounts for the 
years 2002 to 2005 and consequendy the claim lodged for recovery :was short 
by Rs. 19.62 crore including Rs. 3.54 crorewhichhad accrued as interest. 

6.3.3 In respect of three mills20 under liquidation, claims for recovery of 
loans paid by the Government on invocation of guarantees were lodged short 
with the liquidator to the extent of Rs. 14.86 crore, including interest of 
Rs. 2.82 qore, between December 2002 and May 2005. 

After the cases were pointed out, the Director, Textiles, agreed to update the 
loan accounts of the co-operative spinning mills and also revise the claims 
lodged with the Hqu:iidatot, besides submitting the revised claims to the 
respective Collectors (September 2007). 

The matter was reported. to the Government in August 2007; their reply has 
not been received (October 2007). 

The Government of Maharashtra, Home Department, vide its resolutions 
issued between October 2001 and Mar.ch 2006 allowed the Maharashtra State 
Road Transport Corporation (Corporation) to retain 5.5 per cent of· the 
passenger tax collected by them, which was payable to the Government and 
convert it as share capital contribution of the Government to the· Corporation. 
The Corporation was lliable to pay interest at the rate of six. per cent per annum 
on the share. capital contribution. 

Test check 9f the records of Pay and Accounts Office, Mumbai in July 200~ 
revealed that interest of Rs. 74.58 crore payable for the years 2004-05 and 

· 2005-06 on the share capital of Rs. 723.64 crore by the Corporation to the 
Government was neither . paid by the Corporation nor . demanded by the 
Government. · · 

The matter was reported to the Government in April 2007; their reply had not 
been received (October 2007). · 

19 
· Painganga Co-op. Spinning Mills Ltd, Sakharkhed, Buldhana and Maharashtra Co-op. 
Spinning Mills Ltd, Bhus·awal; Jalgaon. · 

20 
Prabhavati Co-op. Spinning M:ms Ltd, Parbhani; Solapur W eaver;s Co-op. Spinning Mills 

Ltd, Solapur and Yavatmal District Co-op. Spinning Mills ~td;-Pusad, Yavatmal. 
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Test cJ:ieck .of the :re.cords of the Revenue and Forests Depm.ment conducted 
d~ing the year 2006-07 revealed loss of revenue under . the following 
categorie~: 

l. . ' 
. \ . . . 

Failure to fuvest money in, fixed 
deposits ·. , , , 

51o7l. 

The. case involving fmancial effect of RS. 5 L 71 crore is. mentioned in the . 
following paragraph:· · · · 

. (G.C.P.) H 4208- lS (1350-3-08) ; 
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· Urider- the directions issued by the Supreme Court (November 2002) and ·as . 

per the provisions of the Forest Conservatipn Act, forest land can be diverted 

for non-forestry activities with the Government oflndia's (GOI) prior approval 

after the paY111ent of Net Present Value 1 (NPV) of forest~ land· and other allied . 

charges .. The Governme~t instructed ill December 2003 that from 30 October 

". t002, NPV should be realised from the project authorities withln two months 

from the date of.final approvat Further, under the direct.ions of the Ministry 

of Environment and Forests· iSsued in March 2004, State Government was 
- . 

· required to keep the funds received for compensatory afforestation and NPV 

from user agencies in fixed deposits (FD) in any nationalised banks in the 

nanie of the concerned Deputy Conservator of Forests (DCF) or the nodal 

officer of ilie State. 

Scrutiny of the records.ofthe .Prind.pal Chief Conservator of Forests, Nagpur. 

(PccF) showed that 12,614.87 hectares offorest l~d in the State was divert~d 
for non-forestry purpose after 30 October 2002.; · NPV. of thls land at the 

mIDimum rate of Rs. 5.80 lakh per hectare was Rs. 696.86 .crore. Of this, 

.Rs. 501.50 crore on account of NPV had not been re?overed by the DCFs: .. 1 

. concerned as of September2007. Failure of the DCFs to recover NPV from 

the user agencies withln two months as per the instructions of the State 

Government 8J.Ild keeping it in the· form of FD :in nationalised bank as per the 

. GOI instructions led to the loss of interest2 of Rs. 5.1.71 crore fromApril 2004 . 

· to March2006. 

1 
Net present value is the valllle of the forest land depending upon the canopy density of the 

land in question. · ' 
2 

Simple interest at the minimum rate of five and half per cent per annum. 
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After the cases were pointed out, the Government while accepting the facts 

stated that vigorous efforts were being made for recovery of NPV. The reply 

was, however, silent regarding failure of the department to recover NPV 

within two months as per standing instruction. 

Mumbai, 
The 

11 ~R -

(MALASHRI PRASAD) 
Principal Accountant General (Audit)-1, 

Maharashtra 

Countersigned 

New Delhi, 
The 

4 ~R 2008 

(VINOD RAI) 
Comptroller and Auditor General of India 
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. . . · . ANNEXURE - I · . 
YEARWISE DETAILS OF OUTSTANDING INSPECTION REPORTS AND AUDIT OBSERVATIONS UNDER 

V AruOUS RECEIPTS AS OF 3q)TH JUNE 2007 

1. I Sales Tax 

2. I Land Revenue 

3. I Stamp Duty and 
Registration Fees 

4. !Taxes on Motor 
Vehicles . 

(Reference: Paragraph 1.11) 

6811 1,3871 10,474.071 170 395 I 1,298.46 I 193 530 357.181 315 9711 2,116.611 3871 1,1851 1,212.121 1,7461 4,4681 . 15,458.44 

5361 1,0081 12,900.771 771 2451 1,392.771 1141 3021 3,570.121 1941 4401 1,867.221 ' 1551 5101 11,494.271 1,0761 2,5051 31,225.15 

.· 1411 . 2641 5,668.211 1061 2661 2,276.111 861 1911 1;181.961 1691 . 3981 5,053.021 1961 5031 10,743.661 6981 1,6221 24,922.96 

37 591 ·. . 314.72 14 25 53.401 201 . 30 39.76 29 77 238.30 331' 105 160.591 133 296 806.77 

5. I Forests receipts 1241 . 2751 2,558.50 15 40 253.31 19 45 849.28 22 541 2,079.06 281 1. 76 3,637.75 

671 118 . 115.95 

208 490 9,377.90 I ( · 

6. I Entertainments duty 

7. · I State Excise 

8. I ElectriCity duty 

9. I Tax oh Professions 

10. I Tax on residential 
premises 

44 

8 

5 

46 

12 

- · 1 i:··-1StateEdtrcation·cess1-~17 
& Employment 
Guarantee Cess 

12. I Repair Cess 

13. I Other Non-Tax 
Receipts 

111 

53 55.801 23 

7 6.97 13 

7 48.10 3 

57 55.51 17 

15 13.45 

20 58.40 9 

2 

1401 4,428.05 4 

30 l~.Dl 28 43 

12 173.89 16 21 

3 . 2.44 10 14 

24 7.92 21 30 

8 8 

10 15.79 24 33 

2 6 7 

5 14.32 2 .2 

33.87 51 82 114.14 213 326 334.77 

30.861 21 37 307.42 20 32 98.39 78 109 617.53 

951.43 14 21 572.14 121 . .17 59.62 44 . 62 . 163.37 

30.951. 35. 48 . 42.53 44 58 49.68 163 217 186.59 

7.98 18 20 234.76 19 191 218.881 . 57 62. 475.06 

272.45 31 431 1,616.88 33 53 I 1,541.23 114 159 3,504.75 

85.42 4 4 22.24 12 13 107.66 

0.24 2 2 .31 . 3 17.06 i22 152 4,459.67 

Total! ll,7631 3,2931 36,582.551 4531 1,0571 5,503.4121 5471 ll,256J. 7,4H.50I 9051 2,1971 14l,264l.32I 9971 2,6791 29,349.201 4l,664l 1l0,4l8llJ 91,64!0.62 

!Rs - Inspection Reports 
Objs. - Objections 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

.ANNEXURE-U 

(Reference: Paragraph 5.2.6.3) 

MSEB, .Bhlvandi 21.76 

MSEB, Solapur (U) 'E' Sub-Dn 329.29 

BEST Undertaking 3,705.20 

Century Rayon· 40L80 

Jawahar SSK, Kolhapur 0.32 

TPS Eklahare, Nashik 9.72 

Aarey Colony, Mumbai 17.07. 

· Central Railway, Mumbai 2.78 

Jindal Polyester, Nashik. 6.45 . 

Gr~plllte India, Nashik 79.60 

-
Reliance Industries, Thane 1,479.83. 

National Rayon Gorporation, 69.02 
Thane 

Standard Alkali, Thane 261.30. 

11.'mtai 6,384.1.4 

..... 

18.27 . 3.49' 

293.55 35.74 

3,640.44 64.76 

350.52 51.28 

0.16 0.16 

9.36 0.36 

15.43 .L64 

. 2.55 0.23 

.NH 6.45 

69.06 10.54 

1,447.57 3226 

6.90 62.12 

258.30 3.00 

6,112~n 272.03 

· . 
. ... _:_ .. ·· 

,1·· •. 
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