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PREFACE

This report for the year ended 31 March 2004 hasnbprepared for
submission to the Governor under Article 151 (2)haf Constitution.

The audit of revenue receipts of the State Goveminse conducted under
Section 16 of the Comptroller and Auditor GenergDuties, Powers and
Conditions of Service) Act, 1971. This Report presehe results of audit of
receipts comprising sales tax, taxes on motor Vehidand revenue, stamp
duty and registration fees, state excise, forestipgs, mining receipts and
other Departmental receipts of the state.

The cases mentioned in this Report are among tivbgsh came to notice in
the course of test audit of records during 200&84vell as those noticed in
earlier years but which could not be covered ingievious years’ Repotts
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| OVERVIEW |

This report contains 63 paragraphs including twadesgs relating to under-
assessment/short-levy/non-levy etc. involving Rs8.63 crore. Some of the
major findings are mentioned below:

(i)

The Government's total revenue receipts foryier 2003-04 aggregated
to Rs.9,440 crore. Of this 46.5Jr cent was raised by the State -
Rs.3,302 crore through tax revenue and Rs.1,09% ¢hwough non-tax
revenue while 53.4Ber cent was received from the Government of India
- Rs.3,328 crore in the form of State's share wiitile Union taxes and
Rs.1,716 crore as grants-in-aid.

{Para 1.1}

(i) Test check of records of Sales Tax, Motor \6ids Tax, State Excise,

Mines and Minerals, Land Revenue, Forest and Ofbepartmental
offices conducted during the year 2003-04, revealrder-assessment,
short-levy/loss of revenue etc. amounting to Rs.®B&rore in 1,87,940
cases. During the year 2003-04, the concerned thepats accepted
under-assessment etc. of Rs 122 crore, involvit§,184 cases pointed
out during 2003-04 and earlier years, of whichDegpartments recovered
Rs.11 crore in 8784 cases.

{Para 1.10}

(iif) As on 30 June 2004, 3,768 inspection rep@ssied upto December 2003

(i)

(ii)

containing 11,023 audit observations involving FR&/2 crore were
outstanding for want of comments/final action bye tltoncerned
Departments.

{Para1.11}

ales Tax

Allowance of incorrect deduction on defectivecthrations resulted in
under assessment of tax of Rs.1.22 crore.

{Para 2.2}
Cross verification of records of F.C.l., witthe assessment records of

Registered Rice Millers revealed that there wasiewaof tax of Rs.1.50
crore due to suppression of sale turnover of rice.

{Para 2.3}

o

Chapter-I figuresin Overview have been rounded off to nearest crore




(i) Incorrect exemption was granted on tax pgabds that were sold by the

dealers who had made no sales, or were non existevdre not assessed
to tax and resulted in short levy of tax of Rs.1cBre including penalty.

{Para 2.4}

(iv) Penalty of Rs.3.88 crore due to non submissib correct and complete

Il
(i)

(ii)

returns for entry tax in the specified period waslavied on two dealers.
{Para 2.18}

E\/Iotor Vehicles Tax ]

Motor vehicle tax and additional tax includingenalty amounting to
Rs.28.91 crore was not realised in respect of TAyghicles which had
valid route permits.

{Para 3.2}

Non-disposal of vehicle check reports resulted non-realisation of
compounding fees of Rs. 4.33 crore.

{Para 3.3}

(iif) There was short levy of one time tax of RslZ crore on advalorem basis

(ii)

in respect of 309 vehicles registered between I8ugey 2003 and 31
March 2003.

{Para 3.4}
[Land Revenue, Stamp Duty and Registration Fees]

Non-finalisation of unauthorised occupation@bvernment land by M/s.
Mahanadi Coal Fields Ltd resulted in non-realisatimf Government
revenue of Rs.37.95 crore towards premium, groust, rcess and
interest.

{Para 4.2}

Premium and ground rent of Rs.1.02 crore wag realised from
conversion of agricultural land for non-agricultuparpose.

{Para 4.5}

A review on Stamyuty revealed the following:

¢ Despite huge closing balances of stamps, annuahpses of stamps
varied from 182 to 43per cent of the closing balances.

¢ Nodal points for collection of bulk supply of staetppapers from
Indian Security Press, Nasik were not created.

{Para 4.6.6}




Cross verification of stamped papers sold by tmeasuwith the

stamped papers utilised in registering offices aée@ that there was
excess utilisation of stamped papers worth Rs.1&@& in execution
of documents in eight districts.

{Para 4.6.10}

Provisions of rules regarding deposit of sale tegisf vendors with
the licencing officer were not enforced, highligigtifailure of internal
controls.

Test check of 15 vendors in Jajpur, Sambalpur, kKayata and
Jharsuguda revealed that vendors issued stampgerspaaluing
Rs.22.48 lakh for execution of documents in exaédsstamped paper
received from Treasuries.

{Para 4.6.11}

Non inspection of sale register of vendors by Selgi&rar/District
Sub-Registrars and Additional District Magistratedicated serious
internal control failure leading to possible usdaife stamped papers.

Test check of 20 vendors in Puri and Khurda digtrionfirmed sale of
stamped papers worth Rs.54.13 lakh in excess ahpaes made by
vendors.

{Para 4.6.12}

Despite adequate stock in local treasuries, irgggudurchase of
Rs.4.45 crore of insurance policy stamps were niadd IC from
unauthorised private sources outside the State.

{Para 4.6.15}

(iif) Cross verification of records of Tahasil @#s with reference to 397

\%
(i)

documents revealed that Kisam of land was incdyresst-forth with
lower value for which there was short realisatidnstamp duty and
registration fees of Rs.65.56 lakh and fine of BK4% lakh.

{Para 4.8}

State Excise

There was short levy of excise duty of Rs.25c8@e due to application
of incorrect rates on whisky made from imported ebashe loss of
revenue to the Government aggregated to Rs.31&®@ arcluding sales
tax and surcharge.

{Para 5.2}

Xi



(i) There was non-realisation of excise duty of.8&380 crore on short

(iii)

Vi
(i)

(ii)

production of India Made Foreign Liquor from 13&ensees with
reference to Minimum Guaranteed Quantity.

{Para 5.3}

Excise duty of Rs.3.43 crore remained unisead due to non-raising of
demand at the enhanced rate.

{Para 5.4}

[Forest Receipts]

Bamboo coupes in the bamboo potential foregsitins of the State were
not worked leading to loss of Rs.11.23 crore oteraxe from royalty.

{Para 6.2}

Interest was not levied on the defaulting cantor resulting in loss of
Rs.7.05 crore.

{Para 6.3}

(i) Failure to finalise rate of royalty beforegtdelivery of timber resulted in

VI

blocking of revenue of Rs. 80.43 lakh.

{Para 6.8}

[Mining Receipts ]

Review"“Assessment, collection and recovery of mining dugsom
major minerals” revealed the following:-

+ Non-raising of demand for royalty and cost of oce @inauthorised
removal of mineral ores resulted in loss of reveoiugs. 267.95 crore

{Para 7.2.10}
¢ Charging of royalty on processed mineral insteasdmfunprocessed
mineral led to loss of revenue of Rs.8.28 crore.
{Para7.2.11}

¢ Delay in renewal of mining lease led to non-exemutdf lease deeds
and consequent loss of stamp duty and registrdées of Rs. 2.09
crore.

{Para 7.2.12}

¢ Non-realisation of interest of Rs. 2.47 crore aiagled payment of
royalty.

{Para 7.2.15}

Xii



¢ Cross verification of stock as per the Books oféeswith that of the
return submitted to Mining Department revealed mrasf royalty of
Rs.2.33 crore on suppressed quantity of coal.
{Para 7.2.16}
¢ Blocking of Government revenue of Rs.5.93 crore whge to
non-disposal of minor minerals.

{Para 7.2.17}

VIlI bepartmental Receipts]

(i) There was under-assessment of Police cost .62 crore due to
non-inclusion of element of leave salary contribnti

{Para 8.2.1}
(i) Improper accounting of Police cost resultedsumppression of realisable
amount of Rs. 2.63 crore from various commerciakisa
{Para 8.2.4}
(i) Failure to finalise the terms and conditiookloan led to non-realisation

of Rs. 1.38 crore towards interest from a Co-opexabpinning Mill at
Sundergarh.

{Para 8.3.2}

(iv) Due to non/short-levy of inspection fees a #nhanced rate by the Chief
Electrical Inspector, Rs.4.38 crore towards ingpectfees was not
realised from private distributing companies.

{Para 8.6}

(v) Inspection fee of Rs.13.48 lakh was not levieda private Cable T.V.
Service Provider.

{Para 8.7}

Xiii






| CHAPTER-| : GENERAL |

1.1  Trend of Revenue Receipts

1.1.1 The tax and non-tax revenue raised by the Govenhroé Orissa

during the year 2003-2004, the State's share dbidig Union taxes and
grants-in-aid received from the Government of Indiging the year and the
corresponding figures for the preceding four yeaesgiven below:

(Rupees in crore)

1999-2000 [ 2000-2001 | 2001-2002 | 2002-2003 | 2003-2004

| Revenue raised by
State Government

(@) Tax Revenue 1,704.08 2,184.03 2,466.88 2,871.88,301.73
(b) Non-Tax Revenue 716.48] 685.4(7 691.15 961(18 94155
Total 2,420.56 2,869.50 3,158.63 3,833.02 4,396.28

1] Receipts from
Government of India

(@) State's share of divisible 1,748.45 2,603.97 2,648.77 21805-5%,327.681
Union taxes
(b) Grants-in-aid 1,715.63 1,428.5% 1,240.64 18p0f 1,716.28
Total 3,464.08 4,032.52 3,889.3¢ 4,605.15 5,043.96
1 Total Receipt of the 5,884.64 6,902.02 7,047.994 8,438.17 9,44024
State Government
(1+11)
IV Per centage of | to Il 41.13 41.57 44.82 45.42 46.57
1 For details, please see Statement No.11-Detailed obcints of Revenue by Minor Heads in the

Finance Accounts of the Government of Orissa for th year 2003-2004. Figures under the minor head 901-
Share of net proceeds assigned to States under tin@jor heads 0020-Corporation Tax; 0021-Taxes on lrmme
other than Corporation Tax; 0028-Other Taxes on Inome and Expenditure; 0032-Taxes on Wealth; 0037-
Customs; 0038-Union Excise Duties; 0044-Service Tard0045-Other Taxes and Duties on Commodities and
Services booked in the Finance Accounts under A-TaRevenue have been excluded from the Revenue raised
by the State and exhibited as State's share of dsible Union taxes.
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1.1.2 The details of the tax revenue raised during tre 2903-2004 along
with figures for the preceding four years are gibetow:

Rupees in crore)

Heads of Revenue | 1999-2000 2000-2001| 2001-2002 | 2002-2003 | 2003-2004 | Per centage of
increase (+) or
decrease (-) in

2003-2004 over
2002-2003

1. (a) Sales Tax 1,061.74 1,293.99 1,350.51 1,532|69 ,546147 (+)1

(b) Central

Sales Tax 45.81 48.13 51.82 7254 317.50 (+) 338

2. Taxes and
Duties on 127.20 146.71 136.96 172.17 200.48 (+) 14
Electricity

3. Land Revenue 50.46 53.26 84.48 82.16 103.p7 (+) 26

Taxes on

Vehicles 155.53 178.17 216.37 257.35 280.0B 9

5. Taxes on
Goods and 34.18 | 104.04 252.04 313.07 377.19 (+) 20
Passengers

State Excise 114.82 135.31 197.46 246.06 25637 4 (+

Stamp Duty
and
Registration
Fees

102.01 108.52 109.76 135.84 153.017 (+)1

8. Other Taxes
and Duties on
Commodities
and Services

12.33 14.60 27.62 13.34 14.71 +) 11

9. Other Taxes on
Income and
Expenditure-
Tax on
Professions,
Trades,
Callings and
Employments

- 11.3¢ 39.86 46.61 52.63 (+)13

Total 1,704.08 2,184.03 2,466.88 2,871.84 3,301.73

The reasons for variations in respect of the folhgatems as furnished by the
concerned departments were as under:

Taxes on VehiclesThe increase was stated to be due to increasehiclee
population, better enforcement activities and eifecsupervision etc.

State Excise:The increase was stated to be due to revisiorutyf of IMFL
and other fees, opening of new shops etc.

Stamp duty and registration fees:The increase was stated to be due to
disposal of cases relating to determination of icErations of the deeds.

2 The figures of central sales tax as provided bya¢ Department were depicted less by Rs.175.47 crore
in the Finance Accounts for the year 2002-03.

3 Represents tax on "Entry of goods into local aresintroduced in the State from 1 December 1999.

4 Represents tax on "Professions, Trades and Emplment" introduced in the State from
1 November 2000.
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Central Sales Tax: The increase in Central Sales Tax was due to corre
accountal and reconciliation in Finance accounts.

Reasons for variation in respect of other taxesdarties on commodities and
services has not been received from concerned Depatr (December 2004).

1.1.3 Details of non-tax revenue realised during the ye&03-2004

alongwith the figures for the preceding four yeas given below:
(Rupees in crore)

Heads of Revenud 1999-2000 | 2000-2001 | 2001-2002| 2002-2003 2003-2004| Per centage of
increase (+) or
decrease (-) in
2003-2004 over

2002-2003
1 Non-ferrous 320.09 360.33 378.56 443,58 552.06 (+) 24
Mining and
Metallurgical
Industries
2 Forestry and 95.78 84.79 87.95 97.04 48.64 (-) 50
Wild Life
3 Interest 19.46 13.09 25.27 76.09 164°38 (+) 116
Receipts
Education 15.11 19.91 24.98 24.31 12.04 ()51
5 Irrigation & 10.51 20.16 18.40 24.70 36.25 (+) 47
Inland Water
Transport
Public Works 8.80 15.40 13.99 13.69 15.06 (+) 10
7 Police 10.17 21.44 19.23 13.37 15.55 (+) 16
Medical and 11.20 10.07 10.15 11.24 7.51 ()33
Public Health
9 Power 2.72 3.20 3.18 2.94 2.90 91
10 Miscella-neoug 19.75 8.20 13.92 10.41 5.38 (-) 48
General
Services
11 Other Non-Tay  181.259 111.363 82.653 227.96 226.35 (91
Receipts
12 Co-operation 1.06 1.70 1.94 2.09 2.39 (+) 14
13 Other 20.57 15.81 11.52 13.71 6.08 (-) 56
Administr-ative|
Services
14 Diary 0.001 0.007 0.007 0.05 Nil
development
Total 716.48 685.47 691.75 961.18 | 1,094.55

The reasons for variations for the following iteras furnished by the
concerned departments were as under:

Non-ferrous Mining and Metallurgical Industries: The increase was stated
to be due to upward revision of rates on royaltycoal, increase in collection
of revenue on minor minerals.

Forestry and Wild Life: The decrease was stated to be due to paymergsf le
royalty by Orissa Forest Development Corporatiomitéd (OFDC Ltd)
towards kendu leaves, timber, salseeds and bamboo.

5 Interest receipts includes Rs.121.21 crore reaéd from Public Sector and other Undertakings.
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Reasons for variations relating to educationierest, irrigation and inland
water transport, medical and public health have not been received in
December 2004 though called for.

1.2 Initiative for Mobilisation of Additional Resources

Government of Orissa on 11 October 2001, agreechpement certain time
bound fiscal reform measures enumerated in the NMamdom of
Understanding (MOU) signed with Government of Inftia augmentation of
Government revenue.

Scrutiny of the relevant records during the cowseaudit and information
made available to audit in respect of implementatwb specific time bound
measures revealed the following position.

Resource Mobilisation Measures

Sl. Taxation measures Action to be Date by which Present position
No. taken action to be taken

1 Bringing new forms off New legislation to | December,2001 New legislation for
entertainment like cable TV, substitute the Entertainment Tax Act was
Satellite TV, Video Halls,| present Act of stated to be under consideratign
Jatra and entertainment [n1946. of Government (June 2004)
hotels and restaurants under
the tax net.

2 Entry tax would be broad Orissa Entry Tax Act has been
based amended w.e.f 1 June 2004.

3 Levy of Electricity duty at Notification to be | December, 2001 Not implemented as of June,
generation point to reduce issued. 2004.
loss of revenue on
transmission and distribution
loss

4 Levy of premium on Notification to be | December, 2001 As per the decision taken by the
conversion of agriculture land issued. Chief Secretary in the meeting
for non-agriculture purpose. dated 13.3.2002, a target of

more than Rs.100 crore was
fixed. It was also decided to
give wide publicity to the
amendment of OLR Rules of
1997 and organise special
collection drive. Collection on
this account was only Rs.3.33
crore during 2000-01.
Collection of revenue for the
year 2002-03 to 2003-04 was
Rs.13 crore and Rs.14 crore
respectively.

5 To bring every flat under - December, 2001 The matter was stated to be
lease rent instead of the under active consideration but
existing practice of charging not implemented as of
lease rent for one plot only August 2004,
irrespective of the number of
storeys in apartments.

6 Introduction of service Legislation to be March, 2002 QOrissa Motor Vehicle Act has
charges at par with the rate gf introduced. not been amended as of June
fees prescribed under Rule-32 2004.
and 81 of Central Motor
Vehicle (CMV) Rules for
issue/renewal of driving
licences, registration of moto
vehicles etc.
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Sl. Taxation measures Action to be Date by which Present position
No. taken action to be taken
7 Increase of Tax payable u/s 5 Notification to be | March 2002 Not implemented as of June
of OMVT Act paid by issued. 2004
manufacturers/ dealers
8 Enhancement of cess on lang Cess Act to be March, 2002 Not agreed by Government ag
revenue from 75% to 150% qf amended. intimated in Revenue
land revenue. Department letter N0.2435
dtd.16 January 2004.
9 Selling of excess urban land| - March, 2002 Reply not received as of
in urban areas of the State. August 2004.
10 Provision for confiscating the Legislation to be | March, 2002 Legislation amending the Bihar
carriers of non-duty paid introduced. and Orissa Excise Act, 1915 not
liquor and illicit distilled introduced as of June 2004.
liquor.

It would be seen from the above that out of 10uwes® mobilisation measures
agreed to in the MOU, in two items steps were tdi&atedly while there has
been no follow up action on eight items as of J20@4.

Cost Recovery and User charges

According to the MOU, the State Government wassoie orders for revision
of user charges for urban water supply and forsremi of higher education
fees and health care rates. Local bodies weresteisrders for revision of
user charges for sewerage services. The detaibssdmlows.

Sl. Taxation measures | Action to be taken Date by which Present position

No. action to be taken

1 Revision of Tariff on| Notification to be November, 2001 The matter was stated to be under
urban water Supply. issued. active consideration of

Government but not implemented
as of June 2004.

2 Revision of existing| Notification to be December, 2001 The matter was stated to be under
fees collected by urbal issued. active consideration of
local Bodies  for Government (June 2004).
sewerage services.

3 Revision of contribut-| Notification to be December 2001. The fee structure of Government/
ion and fees from issued. Private  Engineering  Schools/
students in the Polytechnics and Government
technical, medical an Colleges was revised in Margh
higher education. 2002 applicable from 2002-08

onwards. The fee structure has
been revised (June 2002) |n
respect of post-graduate and
under graduate courses |n
Allopathic,  Ayurvedic  and
Homeopathic Medical Colleges.
No reply was received fron
Higher Education Department
though called for (July 2004).

4 Revision of various| Notification to be March, 2003 Implemented with effect fronj
fees in hospitals. issued. 6 October 2003.

It would be seen from the above that the State wowent had not initiated
action to implement the measures at Sl. No. onehaad

1.3

Variations between budget estimates and actuals

The variations between the budget estimates andlacof revenue receipts
for the year 2003-2004 in respect of the principahds of tax and non-tax
revenue are given below:
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(Rupees in crore)

Variations
Sl. Budget . Per centage of
No. Heads of Revenue T Actual receipts Increase (+) VT
Shortfall (-)
Tax Revenue
1 Sales Tax 1,766.50 1,863.97 (+) 97.47 6
2 | Taxes on Goods 300.00 377.19 (+) 77.19 26
and Passengers
3 Taxes and Duties|
on Electricity 200.00 200.43 (+) 0.43 -
4 Land Revenue 80.00 103.27 (+) 23.27 29
Taxes on
5 Vehicles 280.61 280.03 () 058 --
6 State Excise 300.00 256.37 (-) 43.63 15
7 | Stamp Duty and 159.50 153.08 () 6.42 4
registration Fees
Non-Tax Revenue
8 Mines and
Minerals 466.51 552.06 (+) 8555 18
9 Forest 90.00 48.64 (-) 41.36 46
10 | Education 31.18 12.00 (-) 19.18 62
11 Interest 33.00 164.38 (+) 131.38 398
12 | Police 20.15 15.06 () 5.09 25

State Excise: The short fall (15 per cent) was stated to be duexdn-
renewal/non-settlement of licenses of IMFL off/ ooy spirit and outstill
shops.

Stamp duty and Registration feesThe short fall (fourper cent) was stated
to be due to less registration of sale deeds.

Police The short fall (250er cent) was stated to be due to non-payment of
claims by South Eastern Railways and Aviation Rete&entre, Charbatia.

The reasons for variation for taxes on goods anssgragers, education,
interest etc. though called for were awaited. Theation between budget
estimates and actual receipts indicated that thagdtuestimates were not
framed on realistic basis.

1.4  Analysis of collection

Break-up of total collection at pre-assessment estagd after regular
assessment of Sales Tax, Profession Tax, EntryahdxLuxury Tax for the

year 2003-2004 and the corresponding figures ferptiteceding two years as
furnished by the Department is as follows:
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(Rupees in crore)

Head of Year Amount Amount collected Amount of Amount Net Per-
Revenue collected at after regular arrear refunded | collection | centage
pre-assess- assessment demand of
ment stage (additional collected column

demand) 3to7

1) (2) (3) (4) )] (6) (@) (8

1. Sales 2001-02 1,375.17 41.46 18.08 27.26 [1,407.48 97.7
Tax 2002-03 1,570.33 40.79 35.54 35.36 [1,611.30 97.5
2003-04 1,820.65 37.80 36.61 17.01 [1,877.78 97

2. Profess-| 2001-02 36.72 - - - 36.72 100
ion Tax | 2002-03 44.42 - - - 44.42 100
2003-04 50.62 - -- - 50.62 100

3. Entry 2001-02 246.06 3.07 0.10 - 249.23 98.7
Tax 2002-03 301.63 7.72 2.32 1.20 310.47 97
2003-04 350.67 17.44 3.45 0.04 371.52 94.4

4. Luxury | 2001-02 8.69 - - - 8.69 100
Tax 2002-03 9.45 -- -- -- 9.45 100
2003-04 11.26 -- -- -- 11.26 100

The above table shows that percentage of collectbrrevenue at the
assessment stage ranged between 94.4 top@B.@ent under sales tax and
entry tax during the year 2001-02 to 2003-04.

1.5 Cost of Collection

The gross collection in respect of major revenweigs, expenditure incurred
on their collection and thpercentage of such expenditure to gross collection
during the years 2001-2002, 2002-2003 and 2003-26f#gy with the relevant
all India averagepercentage of expenditure on collection to gross collectio
for 2002-2003 are given below:

(Rupees in crore)

Heads of Year Gross Expenditure Per centage of All India average
Revenue collection on collection expenditure to per centage for the year
gross collection 2002-2003
Sales Tax 2001-2002 1,402.33 21.70 1.55
2002-2003 1,646.66 21.36 1.29 1.18
2003-2004 2,331.60 21.30 0.97°
Taxes 2001-2002 216.37 7.87 3.64
on Vehicles 2002-2003 257.35 9.22 3.58 2.86
2003-2004 280.14 7.81 2.79
State Excise 2001-2002 197.46 11.99 6.07
2002-2003 246.06 12.62 5.13 2.92
2003-2004 256.68 13.05 5.08
Stamp Duty 2001-2002 109.76 11.70 10.66
and Registration 2002-2003 135.86 12.24 9.01 3.46
Fees 2003-2004 154.36 12.82 8.30
6 The figures supplied by the Department daot tally with figures of Finance Accounts.
7 The figures supplied by the Department do not t&f with figures of Finance Accounts.
8 The difference of Rs.13.78 crore (Departmentaldure of Rs.1877.75 crore minus Rs.1863.97 crore

Finance Accounts figure) yet to be reconciled (Dember 2004).
9 Percentage of expenditure to gross collectionrf@003-04 includes Entry Tax, Entertainment Tax

and Professional Tax in addition to Sales Tax.
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It would be seen from above that cost of collectimaer taxes on vehicles,
states excise, stamp duty and registration feenigder than all India average.

1.6  Collection of sales tax per assessee
(Rupees in crore)
Year No. of assessees Sales tax revenue Revenue/assessee
1999-2000 55,896 1,126.56 0.020
2000-2001 58,427 1,351.49 0.023
2001-2002 62,142 1,434.72 0.023
2002-2003 69,743 1,646.66 0.024
2003-2004 74,494 1,894.76 0.025

The above table reveals that revenue collectionagsessee increased from
Rs.0.020 crore in the year 1999-2000 to Rs.0.0@8f&dn 2003-04.

1.7  Analysis of arrears of revenue

As on 31 March 2004, the arrears of revenue undecipal heads of revenue
as reported by the Departments aggregating Rs.298&ore as detailed
below:-

(Rupees

in crore)

Sl. Heads of Amount of Arrears more
No Revenue arrears as on | than five years Remarks
31 March 2004 old
1 Sales Tax 1,128.00 297.04 The stages of arrezs ag under:
. Cases covered
by show cause
and penalty 301.32
. Demands stayed
by
> Departmental
authorities 216.53
> Supreme
Court/High
Court 360.52
. Demands
covered by
Certificate
proceedings/
Tax Recovery
proceedings 246.21
. Amounts likely
to be written off 3.42
Total 1,128.00
2 Taxes and duties 346.21 Item wise break up was
on electricity as follows
. Non-captive 136.31
. Captive 184.42
. Inspection 25.48
Total 346.21
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(Rupees in crore)
Sl. Heads of Amount of Arrears more
No Revenue arrears as on | than five years Remarks
31 March 2004 old
3 Taxes on 58.50° The stages of arrears were as under:
Vehicles
. Demands covered 18.53
by certificate
proceedings
. Recoveries stayed
by
> High 0.07
Court/Supreme
Court/other
Judicial authorities
> Departmental 4.28
authorities of
Government
. Amount under 0.08
dispute
. Other stages 35.54
Total 58.50
4 State Excise 17.93 9.18 The stage wise position of arrears was
as under:
. Covered by
certificate
proceedings 6.81
. Stayed by High
Court/other
judicial authorities 1.67
. Stayed by
Departmental
authorities 2.63
. Amount under
dispute 0.17
. Proposed to be
written off 0.04
. Other stages of
recovery 6.61
Total 17.93
5 Police 38.52 8.02 -
6 Irrigation (WR) 78.15 45.23 Industrial Water Rate 78.15
Total 78.15
7 Entry Tax 41.70 The stages of arrears were as under:
. Amount covered
by show cause
and penalty 15.19
. Recoveries
stayed by
Departmental
authorities 13.54
. Demand stayed
by High Court 12.74
. Demand covered
by Certificate/
tax recovery
proceedings 0.23
Total 41.70
10

Information in respect of 22 Regional Transport Offces only out of 26 offices.
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(Rupees in crore)
Sl. Heads of Amount of Arrears more
No Revenue arrears as on than five Remarks
31 March 2004 years old
8 Forest 80.45 - The arrears were due on account of
. Forest Lease 11.3
. Kendu Leaves 6.93
. OFDC 62.16
Total 80.45
9 Entertainment 6.07 NA The stages of arrears were as under:
Tax
. Demand covered by
certificate/Tax
Recovery proceedings 4.03
. Amount covered by
show cause and penalty  1.71
. Recoveries stayed by:
> Departmental
authorities 0.17
> High Court/ Supreme
Court 0.16
. Amount proposed to be
written off 0.003
Total 6.07
10 Land Revenue 21.56 Item-wise break up was as follows :
. Rent 2.06
. Cess 4.53
. Nistar Cess 0.15
. Sairat 4.69
. Misc. Revenue 10.13
Total 21.56
11 Interest 101.34 NA . Co-operation
Department 69.92
. Industries Department 31.42
The arrears were due from:
. Orissa State Financial
Corporation.
> Loan in lieu of share
capital 7.75
> Interest bearing loan 3.63
> State Aid Rural Industries
Program. loan 112
> Sales Tax loan 6.03
> Electricity Duty loan 2.93
> Panchayat Samiti
Industries loan 0.34
. Industrial Development
Corporation 6.93
. IPICOL 0.84
. Orissa Small Industries
Corporation 0.67
. Orissa State Leather
Corporation 0.55
. Orissa Instrument
Comany 0.39
. Orissa Film Development
Corporation 0.24
Total 31.42
Grand Total 101.34

10
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(Rupees in crore)
Sl. Heads of Amount of Arrears more
No Revenue arrears as on than five years Remarks
31 March 2004 old
12 Other 9.59 The arrears were due from:
Departmental
Receipts (Rent)
G.A Department
Non-Residential Buildings 0.81
Residential Buildings
» Retired Govt. Servants 3.81
« MLA's and ex- MLA's 0.42
« Boards and Corporations 0.42
o Private parties 0.47
« Transferred Govt. 0.96
Servants
« Certificate cases 0.03
. Central Government 0.55
employees occupying
State Government
Quarters and water tax
» Usual House Rent 1.89
« Recovery stayed by High 0.23
Court and other judicial
authorities
Total 9.59
13 Mines and 58.27 2.78 The stages of recovery were as under:-
Minerals
« Demand covered by 2.49
certificate proceedings
« Demand locked up in 0.87
litigation in High Court
and other judicial
authorities
« Amount under dispute 2.33
« Amount covered under 1.86
write off/ waiver
proposal
« Recoverable amount 50.72
Total 58.27
1.8 Arrears in assessments

The details of cases pending assessment at thennimgi of the year
2003-2004, cases becoming due for assessment dberngar, cases disposed
of during the year and the number of cases perfiliadjsation at the end of
the year 2003-2004 as furnished by the Sales TgailD®ent in respect of
sales tax and entry tax are as follows:

Opening Cases due for Total Cases Balance at Per-centage of
Balance assessment finalised the close of column
during the during the the year 5to0 4
year year
1 2 3 4 5 6 7
Sales Tax 2,39,616) 2,27,589 4,67,205 1,82,830 3384, 39.13
Entry Tax 75,531 51,379 1,26,910 67,994 58,916 &3.5

11
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It can be seen from the above table that the ptrgerof disposal under sales
tax and entry tax have been 39dEB cent and 53.5&er cent respectively.

1.9 Evasion of Tax

The number of cases of evasion of tax detected amsgssments finalised
during 2003-2004 are given below:

Sl Name of Cases Cases Total No. of cases in which No. of
No. tax/duty pending as detected assessment/ investigations cases
on 31 during completed and additional pending
March 2003-04 demand including penalty | finalisation
2003 etc., raised as on 31
No. of Amount of March
cases demand 2004
(Rs.in crore)
1 Sales Tax 4,990 5,261 10,251 3,326 57.55 6,925
2 State Excise 31,742 31,742 -- -- 31,742

The revenue involved in the pending cases was natished by the
Departments. It would be seen from the above thatdisposal of detected
cases was 32.4%r cent in respect of Sales Tax cases. In case of staiseexc
mobilisation of additional revenue could not beeefive due to non-disposal
of all the 31,742 cases detected during 2003-04.

1.10 Results of Audit

Test check of the records of sales tax, motor Vehitax, land revenue, state
excise, forest, mines and minerals and other deyeatal offices conducted
during the year 2003-2004 revealed under-asses&herit levy/loss of
revenue etc. amounting to Rs.688.51 crore in 148V ,8ases. During the
course of the year 2003-2004, the concerned depatémaccepted under-
assessment etc. of Rs. 121.93 crore involved i8,184 cases which were
pointed out in 2003-2004 and in earlier years. REse, the Departments
recovered Rs.11.49 crore in 8,784 cases.

This report contains 63 paragraphs including twadesgs relating to under-
assessment/short-levy/non-levy etc. involving R8.63 crae of which
Rs.37.94 crore has been accepted by GovernmentarDegnt. Recovery
made in these cases amounted to Rs.2.77 crore éugast 2004. Audit
observations with a total revenue effect of Rs.22cdore have not been
accepted by the Department/Government but theirtections being at
variance with the facts or legal position have bappropriately commented
upon in the relevant paragraphs. Replies in theangimg cases have not been
received (December 2004).

12
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1.11 Failure of senior officials to enforce acountality and protect
interest of Government

Audit observations on incorrect assessments, $éweytof taxes, duties, fees
etc. as also defects in the maintenance of inéabrds noticed during audit
and not settled on the spot are communicated to Iieads of

departments/offices and other departmental autésrithrough Inspection
Reports (IRs). The heads of departments/officeseayeired to take corrective
action in the interest of Government revenue amdigh compliances within a
period of one month.

The number of IRs and audit observations relatingetvenue receipts issued
up to 31 December 2003 which were pending settlédoerthe Departments

as on 30 June 2004 along with corresponding figtweshe preceding two

years are given below:

| 2002 2003 2004
Number of inspection reports pendifg 3636 3655 3768
settlement ' ' ’
Number _of outstanding audit 11,643 11,081 11,023
observations
Amount of revenue involved
(in crore of Rupees) 1,375.38 1,446.54 1,472.32

Department-wise break up of the IRs and audit efagiems outstanding as on
30 June 2004 is given below:

Department Nature of Number of Amount of Year to Number of
receipts outstanding receipts which Inspection
Inspect- Audit involved observations Reports
ion observ- (Rs. in relate to which even
reports ations crore) first replies have
not been received
1 Commerce Taxes on 1970-71to
and Transport | Vehicles 244 2,552 187.21 2003--04 46
(Transport) Taxes on
1973-74 to
Goods and 70 237 1.09 1087-88 -
Passenger
2 Finance 1976-77 to
Sales Tax 524 2,098 175.44 2003-04 59
Entertainment 1975-76 to
Tax 77 115 1.81 2003-04 03
1997-98 to
Luxury Tax 10 11 0.57 2003-04
2001-02 and
Entry Tax 42 58 5.52 2003-04 34
3 Revenue Land 1975-76 to
Revenue 1,041 2,127 294.54 2003-04 60
Stamp Duty
and 1976-77 to
Registration 331 557 45.48 2003-04 69
Fees
Excise State Excise 1977-78 to
295 774 103.13 2003-04 55
Steel and Mining 1974-75 to
Mines Receipts 105 229 3351 | 5003-04 02
Cooperation Departmenta 1976-77 to
Receipts 53 a1 136.33 2003-04 08
Forest and Forest 1980-81 to
Environment | Receipts 540 1,379 108.47 2003-04 88
General
o ) Departmental 1976-77 to
(ARdg;n];r;strauon Receipts 10 29 6.29 2003-04 -

13
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Department Nature of Number of Amount of Year to Number of
receipts outstanding receipts which Inspection
Inspect- Audit involved observations Reports
ion observ- (Rs. in relate to which even
reports ations crore) first replies have
not been received
9 Food Supplies
Departmental 1989-90 to
and Consumer Receipts 72 122 4.27 2003-04 03
Welfare
10 Energy Aa. 1992-93 to
do 45 93 360.17 2003-04 05
11 Works 1992-93 to
-do- 20 32 5.49 2003-04
12. Others 1987-88 to
-do- 289 469 3.00 2003-04
Total 3,768 11,023 1,472.32 432

It indicates that the Heads of departments/officeose records were
inspected by Accountant General, failed to dischalge responsibility as
they did not send any reply to a large number affaragraphs and also did
not take any remedial measures for the defectsssioms and irregularities
pointed out by the Accountant General.

1.12 Departmental Audit Committee Meetings

In order to expedite the settlement of outstandingit observations contained
in the IRs, Departmental Audit Committees have beenstituted by the
Government. The representatives of Finance Depattm&dministrative
Department and office of the Accountant General YA&udit)-1l attend the
Committee. The Committees meet regularly to expedie clearance of
outstanding audit observations and ensure thatdictéon is taken on all audit
observations outstanding for more than a year. riguthe year 2003-04,
Finance, Transport, Revenue and Mining Departmeatsrened 13, 13, 12
and three Audit Committee meetings respectivelyhe®t Government
departments did not take initiative in using thechiaery created for settling
the outstanding audit observations.

1.13 Response of the Departments to Draft Audit Pagraphs \

Government of Orissa, Finance Department, in thegtular memorandum
instructed (May 1967) various Departments of thevé&doment to submit
compliance to the draft audit paragraphs (DPs)dlddy the AG for inclusion
in the Audit Reports of the Comptroller and Auditeeneral (C&AG) within
six weeks from the date of receipt of such DPs. abeve instructions were
reiterated (December 1993) while accepting themenendation of the High
Power Committee on response of the State Goverrsmerihe Audit Reports
of the C&AG. The DPs are normally forwarded by #é to the Principal
Secretary/Secretary of the administrative departroencerned through demi-
official letters seeking confirmation of the fadtyaosition and comments
thereon within the stipulated period of six weeks.

14
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Ninety DPs being considered for inclusion in thispRrt were demi-officially
Secretareds the concerned
departments between January 2004 and August 2aBdawequest to verify
the factual position and offer comments thereomrmBefficial reminders were
also issued after the expiry of six weeks time achecase. The position of
response to the draft paras are detailed below:

forwarded

to

the Secretaries/Principal

Sl. Name of the No. of draft paras | No. of draft parasin|  No. of draft
No. | Department/Nature of receipt forwarded respect of which | paras in which
including review | replies were receive| replies were not
received
1 Finance (Sales Tax) 30 18 12
2 Transport (Motor Vehicle Tax) 20 2 18
3 Excise (Excise Duty and Fees) 11 9 2
4 Forest and Environment 9 5 4
(Forest Receipts)
5 Steel & Mines (Mining Receipts) 3 2 1
6 Revenue (Land Revenue, Stamp 1 4 7
Duty and Registration Fees)
7 Home, Textiles & Handloom,
Energy, Revenue, Works 6 3 3
Departments (Departmental
Receipts)
Total 90 43 47

1.14 Follow up on Audit Reports- summarised positio

According to instructions issued by the Finance @spent in December
1993, all departments are required to furnish exgilary memoranda duly
vetted by audit to the Orissa Legislative Assemhlyespect of paragraphs
included in the Audit Reports within three montlideing laid on the table of
the House.

Review of outstanding explanatory memoranda ongrapds included in the
reports of C&AG of India (Revenue Receipts) as @rvBarch 2004 disclosed
that the departments had not submitted remedidbeamry memoranda on
140 paragraphs for the years from 1991-92 to 2@asidetailed below.

1989-
1990

1990-|
1991

1991
1992

1992
1993

1993-|
1994

1994-
1995

1995- | 1996-
1996 | 1997

Year 1997-| 1998

1998| 1999

1999
2000

2000-
2001

2001-
2002

2002-
2003

Total

No. of paras

in the AR

69 68 63 54 44

47 40 3

38 4 34 45

45 57 680

No. of paras
discussed in

PAC

68 66 51 40 32

21 13 g

5

3 307

No. of paras

pending for
discussion

01 2 12 14 12

26 27, 31

34 40

42 57 373

No. of paras

for which
compliance

notes awaiteq

from the

Departments

Nil Nil 5 7 10

12 Nil 8

57 140

11

From the above, it would be seen that the non-ciamgé to audit paragraphs
stood at 20.6er cent of total paras presented to the Assembly durirg th
above period.
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With a view to ensuring accountability of the extéa in respect of all the

issues dealt with in the Audit Reports, the PuBlicounts Committee (PAC)
had as early as May 1966 issued instructions tthallDepartments of State
Government to submit Action Taken Notes (ATN) oe tlecommendations
made by PAC for further consideratiaithin six months of the presentation
of PAC Report to the Legislature. However it wadicedl from the PAC

reports submitted during 10th, 11th and 12th Asdentbat 50 Reports

containing 345 paras/recommendations were preséytélae PAC before the
Legislature between February 1991 and March 20t akamination of the

Audit Report (Revenue Receipts) of 14 departmemtshfe years 1985-86 to
2000-01. However, ATNs have not been received aspect of 113

recommendations of the PAC from the concerned d®eats as of

March 2004.

As per the decision of PAC two Sub-committees waaeup in 2003-04 to
expedite the discussion of ATNs on PAC Reports Aadit paras. The Sub-
committee met eight times and discussed 39 ATNsegén PAC reports and
18 Audit paras. The High Power Committee consistoigthe Principal
Secretary, Finance, AG and Administrative Secresamet six times to review
the action taken by various Government departmentthe C&AG's Report
and on PAC's recommendations.
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2.1 Results of audit

Sales Tax

Test check of assessments and refund cases andctetirdocuments of the
Commercial Tax Offices during the year 2003-04 adwd under assessment
of tax, incorrect grant of exemption, non/shortyl®f tax etc., amounting to

Rs.53.45 crore in 495 cases which may broadly tegoased as under:-

(Rupees in crore)

Sl. Category No of cases Amount

No.
1. Under assessment of tax due to irregular grant of ei@mpt 181 24.28
2. Other irregularities 89 10.75
3. Non-levy of interest 75 6.92
4, Non-levy of surcharge 49 2.34
5. Under assessment of tax due to application of incaméznf 33 1.81

tax
6. Short levy of tax due to incorrect computation of kdea 10 1.13
turnover

Total 437 47.23
Entry tax
1. Non/short levy of penalty 17 4.53
2 Application of incorrect rate of entry tax 4 0.98
3. Short/non levy of entry tax 18 0.50
4. Short levy of entry tax due to irregular deduction 12 0.12
5. Other irregularities 5 0.08
6. Incorrect computation of taxable turnover P 0.006
Total 58 6.22
Grand Total 495 53.45

During the course of the year 2003-04, the Departnaecepted under
assessment etc. of Rs.14.12 crore in 248 case$ wieie pointed out in audit
in earlier years and Rs.10.99 crore in 17 casasigubiout in 2003-04. Out of
these, the Department recovered Rs.1.53 crore aa3és.

A few illustrative cases highlighting important @udbservations involving
Rs.20.08 crore are discussed in the following paratus.
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2.2 Under-assessment of tax due to incorrect dedumt

Under Central Sales Tax Act, 1956 (CST Act), irgtate sale effected by
transfer of documents of title to the goods duriihgir movement from one
State to another is exempted from tax, provided dealer availing the
exemption furnishes to the prescribed authorityptescribed form duly filled
in and signed by the registered dealer from whoengbods were purchased
and a declaration in Form “C” from the registeresdlér to whom the goods
were sold. Electrical goods and equipment are taxabthe rate of 1per
cent under Orissa Sales Tax Act, 1947 (OST Act).

Test check of records of Cuttack-1 (West) circeygaled in January 2004 that
the assessing officer while assessing a registdeater dealing in electrical

goods and equipment, for the year 2000-01, alloeeeimption on sale of

Rs.8.85 crore towards goods sold on transit. It maticed in audit that the

second buyer GRIDCO furnished declaration in forno @e branch of dealer
at Chennai. However, the branch at Cuttack wasvalioexemption on the

basis of this form 'C' which was incorrect and heslin underassessment of
tax of Rs. 1.22 crore including surcharge.

After this was pointed out in January 2004, the @&pent raised a demand of
Rs.1.25 crore in July 2004.

The matter was reported to Government in April 2@Bdvernment confirmed
in August 2004 the fact of raising demand. Repontealisation was awaited.

2.3  Evasion of tax due to suppression of sale turaer

Under the OST Act, every registered dealer shadpka true account of the
value of goods bought and sold by him. If for aeggon, the turnover of a
dealer for any period has escaped the assessnaat ighevant section due to
concealment of turnover, the assessment proceetlagyso be reopened and
the dealer is liable to pay by way of penalty, ddigion to the tax assessed, a
sum of one and a half times of the tax assessederUthe Food grain
Procurement Policy of the State Government for ywhars 1999-2000 and
2000-01, a rice miller was obliged to sell @& cent and 75per cent of his
stock respectively to the Food Corporation of In(h&l) and the balance in
the open market. As per the standing orders of Cigsiamer of Commercial
Taxes (CCT), Orissa of September and October 1i@8ntelligence wing as
well as circle offices should verify the transansoof dealers having high
turnover to detect suppression or fraud. Rice xalike at the rate of four
per cent under the OST Act.

Cross verification of the records of FCI, Titilagadivision with the
transactions made by five registered rice milldr8olangir-I circle revealed
that 2.20 lakh quintals of rice valued at Rs. 1&f¥d@dre was sold to the FCI

18



Chapter-11 Sales Tax

between 1999-2000 and 2000-01 as per their bookeaiunts. Against this,
the dealers disclosed the sale of only 0.89 lakimtgis of rice valued at
Rs. 7.34 crore in their returns. Besides, rice $olthe open market was not
disclosed by the assesses in their returns. Aghgelapproved norms, 0.48
lakh quintals valued at Rs.3.63 crore could hawenbsold by the assesses in
the open market. However, the assessing officecepaed the returns as
furnished by the assesses and finalised the assetshetween June 2000 and
March 2003 accordingly. Thus, there was suppressicale turnover of 1.79
lakh quintals of rice (including 0.48 lakh quintalvy free rice) valued at
Rs.15.03 crore resulting in evasion of tax of RIcrore including penalty.
Although there existed a system to detect suppmessine assessing officers
without any cross verification or referring the teatto the intelligence wing
accepted the figure furnished by the dealers wisicbwed lack of proper
monitoring and control by the department.

After this was pointed out in audit in July 2008¢tDepartment stated in
August 2004 that reassessment proceedings weratéditagainst all the five
dealers.

The matter was reported to the Government in Fepr2@04; their reply was
awaited (December 2004).

2.4  Irregular exemption from Central Sales Tax

Government of Orissa in their notification of 6 A@991 as amended on 16
September 1994 exempted inter-State sale of irdrstgel made to registered
dealers from levy of tax subject to the conditibattthe tax under the State
Act has been paid in respect of such iron and.steel

Two dealers of Cuttack-1l and Balasore circles wadtewed exemption from
payment of CST by the assessing officers in thessssent years 1999-2000
and 2001-02, on sale of iron and steel valued &.88 crore on the ground
that goods sold by them had suffered OST. Crosfoagion of the statements
furnished by the dealers relating to the purchdsgoods with the records in
Sales tax circles of Rourkela-l & Il revealed thia selling dealers mentioned
in the statement had either made no sales/wereexigtent or were not
assessed for the period in question. Thus the adéexemption as allowed by
the assessing officer was incorrect and resulteshant levy of tax of Rs.1.37
crore including penalty.

After this was pointed out in audit between Noven®@02 and August 2003,
the assessing officer of Cuttack-1l Circle stated July 2004 that the

reassessment proceedings were initiated againsdébaéer. The assessing
officer of Balasore circle raised extra demand ef38.40 lakh in December
2003 without imposing penalty stating that thereswao instance of

suppression/escapement in sale account. The rdpbssessing officer of

Balasore circle was not tenable, since the denlepurse of inter-State trade
sold goods that had not suffered tax at the fiogttpof sale under OST Act.
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The matter was reported to Government in March 200despect of Balasore
Circle Government confirmed in June 2004 that demmams raised and
recovery proceedings were initiated for realisatibdues. Report on recovery
has not been received (December 2004).

2.5 Under-assessment of tax due to allowance ofegular branch
transfer

Under the CST Act, movement of goods from one dtatnother occasioned
by reason of transfer of goods to any other plddeusiness or to an agent of
principal and not by reason of sale, is not subgdb tax. It is judicially
held that in case of dispatch of goods against pretiegisorder or
temporarily intercepted by an agent or branch t&knawn buyer, the
transaction is an inter-State sale and hence, culbjetax. Sale of Duty
Entitlement Pass Books (DEPB) is taxable at the o&tl2 per cent in case of
inter-state sale not supported with declaratio€irform.

During the audit of Bhubaneswar-I1l circle, it wastined in December 2003
that in the assessment of a registered dealerhiryear 1999-2000 the
assessing officer allowed exemption from tax onghie of 38 DEPBs valued
at Rs.12.58 crore treating the same as transfgoadls not by reason of sale.
Since 37 DEPBs had been sold to the same knownr boryedifferent
occasions within a period of two to 15 days, it veagdent that goods had
moved out of the state in pursuance of a contrastaile. Thus the dealer was
not entitted to exemption from payment of tax. Thissulted in
underassessment of tax of Rs. 1.74 crore incluslimgharge.

After this was pointed out in December 2003, thseasing officer stated in
July 2004 that reassessment proceedings had bé&atenhagainst the dealer.

The matter was brought to the notice of Governnireriiebruary 2004; their
reply was awaited (December 2004).

2.6 Irregular exemption of Central Sales Tax

Under the provisions of the CST Act, goods which generally exempted
from tax under the State Act are exempted fromuadger the CST Act. In
case of goods which are conditionally exempted ftaxmnunder the OST Act,
inter-state sales can be exempted only if a speedtification for the purpose
has been issued under the CST Act. Cement andtask@® taxable at the
rate of 12per cent.

1 (i) State of Andrha Pradesh Vs. Gromor Chemicals PV Ltd.-79-STC-42 (AP)

(i) South India Voscose Ltd. Vs. State of Tamilndu 48-STC-232 (SC)
(iii) Govindan Engineering Foundry Vs. State of Taminadu 128 STC 579 (Madras)
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2.6.1 Scrutiny of assessment records of Sambalpurdlecirevealed that the
assessing officer while finalising the assessmianigdarch 2001, August 2001
and March 2003 respectively for the years 1997e08299-2000 of a dealer
engaged in manufacture and sale of cement, all@xechption of inter-State
sales of cement of Rs.8.21 crore. Since cement faetowed by the unit was
conditionally tax free under OST Act, exemption en@ST Act without issue
of a specific notification was irregular. This réed in short-levy of CST of
Rs.1.13 crore including surcharge.

After this was pointed out in audit in Septembe020the assessing officer
stated in August 2004 that demand of Rs.84.70 \e&& raised for the years
1998-99 and 1999-2000 and the reassessment foretre1997-98 has been
initiated. Further report was awaited (December4200

2.6.2 Scrutiny of assessment records of Dhenkanal cifahgul revealed in
January 2004 that while finalising the assessmentttfe years 1998-99 to
2000-2001 of a dealer engaged in manufacture oéshsk, the assessing
officer incorrectly allowed exemption of inter-stasales of Rs.4.58 crore.
Since asbestos manufactured by the unit was condity tax free under the
OST Act, exemption under the CST Act without issok a specific
notification was irregular. This resulted in shdevy of Rs.63.27 lakh
including surcharge.

After this was pointed out in audit in January 20@dsessing officer stated in
August 2004 that extra demand of Rs.63.27 lakh nas®d on completion of
reassessment. Further report was awaited (Decezibd).

The matter was reported to the Government in Fepr2@04; their reply had
not been received. (December 2004).

2.7 Under-assessment of tax due to application aer rate

A registered dealer is entitled to purchase goddsoacessional rate of tax
against declarations under the CST Act or freewfunder OST Act provided
these goods are exigible to tax when sold by hirmotks contractor can also
make use of such forms to purchase materials ferimgexecution of works
which is exigible to tax at the rate of eiglet cent.

Scrutiny of assessment records in Sambalpur lecireVvealed in March 2004
that a works contractor purchased goods at cormessiate of tax/free of tax
and utilised the same in a works contract durin§912000. The assessing
officer while completing the assessment in Noven#8#)2 incorrectly applied
rate of fourper cent on a sale turnover of Rs.21.54 crore instead gfftgier
cent. This resulted in under-assessment of tax of RE®%kh including
surcharge.

The assessing officer sent the assessment recaldlyn2004 to the Asst.
Commissioner, Commercial Taxes Sambalpur Range iftiation of
suo-motu revision. Further progress in case wastesvéDecember 2004).
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The matter was reported to Government in March 2QBdir reply was
awaited (December 2004).

\ 2.8 Under-assessment of tax due to contravention déclaration

Under the OST Act, where a registered dealer psehgoods of the class or
classes specified in his Certificate of Registrati®.C) intended for use
within the State of Orissa by him at concessioa# of tax or free of tax,
after furnishing a declaration but utilises the safior any other purpose, he
shall pay the difference in tax or the tax as #@gecnay be. While disposing a
revision case, the Commissioner of Commercial Tadisllowed® the
purchase of Liquefied Petroleum Gas (LPG) cylindgmsrchased at
concessional rate since the cylinders are notwldLPG.

Scrutiny of assessment records of Balasore cinchugust 2003 revealed that
a dealer engaged in bottling of LPG, purchaseddglis valued Rs.9.64 crore
at concessional rate of foyper cent against declarations during the years
1999-2000 and 2000-01. Since the cylinders weresalot along with the gas
as specified in the R.C., allowance of concessiaatal of tax by the assessing
officer was incorrect. This resulted in short lewf tax of Rs.88.69 lakh
including surcharge.

After this was pointed out in audit in October 20®3e assessing officer
raised extra demand of Rs.88.69 lakh in Novemb@&32@urther report on
recovery was awaited (December 2004).

The matter was reported to Government in March 208évernment
confirmed in June 2004 the fact of raising of exteanand. However, report
on recovery was awaited (December 2004).

2.9 Excess grant of exemption \

Under OST Act, a Medium Scale Unit set up underustdal Policy
Resolution (IPR) 1992 in Zone*Aand a Small Scale Industrial (SSI) unit
under IPR 1996 in Zone*¢are eligible from sales tax exemption on purchase
of raw materials, machineries, spare parts, packiagerials and sale of
finished products, subject to a ceiling limit ofGLPer cent of Fixed Capital
Investment (FCI) during a period of five year frahre date of Commercial
Production. Government has clarified in March 1988t for the purpose of
calculation of tax exemption, appropriate rateaof &s provided under the Act
would be applicable.

12 Commissioner of Commercial Taxes, Orissa, Cuttack, @er dated 06.06.1991 in the revision case

No. BA.724/1990-91.

13
14

Zone-A Bonai Sub-division.
Zone-C Bargarh
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2.9.1 Scrutiny of assessment records of Rourkela-I €ireiealed in August
2003 that the assessing officer while calculatingneption of tax notionally
on purchases for the period between 1996-97 anfl-2000, applied a lower
rate of fourper cent on purchase turnover of iron ore and dolomite of
Rs.4.82 crore, instead of applying the appropriate of 16per cent. This
resulted in grant of excess exemption of tax 06R89 lakh.

After this was pointed out in audit in August 20€# assessing officer stated
in July 2004 that the assessment for the year 2998nd 1997-98 would be
transmitted for suo-motu revision and the casegHerrest period would be
reopened. Further report was awaited (December)2004

The matter was reported to Government in April 200eir reply had not
been received (December 2004).

2.9.2 Scrutiny of assessment records in Sambalpur-ilecirevealed that
exemption limit of a dealer engaged in manufactuné sale of PVC pipes and
fittings was Rs.1.14 crore i.e. 1p@r cent of fixed capital investment against
which the assessing authority allowed sales taxngtien of Rs.1.87 crore
during 1999-2000 to 2001-2002. This resulted inesgcexemption of tax of
Rs.80.09 lakh including surcharge.

After this was pointed out in audit in Septembe020the assessing officer
stated that the reassessment proceedings weratediti Further reply was
awaited (December 2004).

The matter was brought to the notice of the Govemmnin February 2004;
their reply had not been received (December 2004).

2.10 Under-assessment of tax due to grant of inadssible
deduction

Under the OST Act, "Sale price” means the amountlple to a dealer as
consideration for the sale or supply of any goddss any sum allowed as
cash discount according to ordinary trade practing, including any sum
charged for anything done by the dealer in respktte goods at the time of
or before delivery thereof. It has been judicidisld™ that as the sale price is
arrived at after deducting the trade discount, mestjon of deduction from the
sale price of any sum by way of trade discountari§urther, when the venue
of sale was the place of buyer and the time of sale the point of delivery,
the delivery charges charged from the purchaserldvbe part of the sale
price.

2.10.1Scrutiny of assessment records in Sambalpur-ttieirevealed that a
dealer engaged in manufacture of cement, duringyéa 2001-02 claimed
deduction towards trade discount which could notréated as a cash discount

1 Deputy Commissioner of Sales Tax (Law) Vs. M/s. Adva Oerliken (P) Ltd. (1980)-45-STC-32(SC).

23



Audit Report (Revenue Receipts) for the year ended 31 March 2004

paid in ordinary trade practice. While finalisirnfgetassessment the assessing
officer incorrectly allowed a deduction for Rs. 3.¢rore towards trade
discount, which resulted in under assessment of dbxRs. 62.42 lakh
including surcharge.

After this was pointed out in audit in Septembe®20the Department stated
in July 2004 that extra demand of Rs.62.42 lakh ma#sed in February 2004
out of which the dealer had paid Rs.20 lakh in J20@4 and gone in appeal.
Further reply was awaited (December 2004).

The matter was intimated to Government in Decer2B88; while confirming

the fact of raising of demand of Rs.62.42 lakh, &awment stated in
August 2004 that the assessee has paid Rs.20 lakhb@ance amount is
stayed till the disposal of the 1st appeal.

2.10.2 Scrutiny of assessment records of Balasore cimlealed in August
2003 that the assessing officer while finalising #ssessment of a registered
dealer dealing in supply of ballast and stone dosiune 2001 and June 2002
respectively for the year 2000-2001 and 2001-2G0Bwed deduction of
Rs.4.43 crore towards transportation charges fer ghpplies made to the
South Eastern Railways. As per terms stipulatetiensupply order, the venue
of sale was the place of buyer and hence allowasfcaleduction for
transportation charges was irregular. This resuhednder-assessment of tax
amounting to Rs.59.72 lakh including surcharge.

After this was pointed out in August 2003, Governinstated in May 2004
that extra demand of Rs.59.90 lakh was raised an8.%0 lakh was realised.
Further report on recovery was awaited (Decemb@4p0

2.11 Irregular grant of exemption

Under the OST Act, and IPR 1989, sale of finishemtdpcts to the extent of
increased commercial production of an existing &8t over and above the
existing installed capacity is exempted from tax doperiod of seven years
from the date of commercial production provided tthahe
expansion/modernization/diversification (E/M/D)usdertaken on the basis of
a separate project report duly appraised by a gimannstitution/ District
Industries Centre (DIC) which is mandatory. Edibleis taxable at the rate of
four per cent under OST Act.

Scrutiny of assessment records of Cuttack-ll cindeealed in November
2003 that while finalising the assessments of stexgd dealer manufacturing
edible oil for the years 1998-99 and 1999-2000,absessing officer allowed
exemption of tax on 4219.866 MT of edible oil valust Rs.20.03 crore. The
installed capacity of the unit was 1,200 MT perwanrand the unit undertook
expansion in December 1994, raising its installagacity to 5,700 MT per
annum. Cross verification of records of DIC, Jagatm December 1999
revealed that although E/M/D of the unit was uraleh by self finance, the
project was not appraised either by any finanaistiiution or DIC. Therefore,

24



Chapter-11 Sales Tax

issue of eligibility certificate by DIC for granf eales tax exemption in excess
of installed capacity of 1,200 MT of edible oil wakorrect. Allowance of
excess exemption on 2,619.87 MT valued at Rs. 1&&# resulted in excess
exemption of sales tax of Rs. 56.78 lakh includingcharge.

After this was pointed out in audit in November 30the assessing officer in
reassessment proceeding raised a demand of RsikB4in July 2004.
Further report on recovery was awaited (Decemb@a R0

The matter was referred to Government in March 2@0dir reply had not
been received (December 2004).

2.12 Short levy of tax due to misclassification afupply contract as
works contract

Transfer of property in goods used in the perforoeanf a contract is not
sufficient to constitute a sale, there must be greement relating to the sale
of good<®.

Scrutiny of assessment records of Jagatsinghpuclecirevealed in

February 2004 that a registered works contractod leatered into an

agreement for supply of four Converter Heat Excleasifor Rs.5.70 crore and
received payment during 1999-2000. While finalisithge assessment the
assessing officer incorrectly treated the contagcivorks contract and applied
eight per cent as applicable to works contractess$tof 16 per cent as
applicable to sale of machinery. This resultedharslevy of tax of Rs.52.44
lakh including surcharge.

The matter was reported to the Department in Feypra@04 and to the
Government in  April 2004; their reply had not beereceived
(December 2004).

2.13 Under-assessment of tax due to concealment tdxable
turnover

Under the OST Act, every registered dealer shadpka true account of the
value of goods bought and sold by him and mairdgainnual stock of goods
depicting the opening and closing stocks. If theeasing officer, while
finalising the assessment, detects any concealofeptirchases or sale, he
shall reject the books of account of the dealer@miplete the assessment to
the best of his judgement. If the escapement is tduthe dealer having
concealed particulars of his turnover, assessmentepdings has to be
reopened and the dealer is liable to pay penaltgddition to tax assessed, a
sum equal to one and a half times. "Medicine" veasble at the rate of six

16 Commissioner of Sales Tax, MP Vrs. Purusottam Bmji 1970 SC (STC 26/Page-38)
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per cent from 19 August 1995 to 17 February 2000 and atake of eighper
cent thereafter. Country liquor is taxable at the k&t20 per cent.

2.13.1 Scrutiny of assessment records and books of acemira dealer for
the years 1998-99 to 2001-02 revealed that a srg$tdealer of Cuttack-l
West Circle had received medicines valued at R&3l4rore. The dealer
disclosed Rs.0.47 crore as closing balance as dma3d¢h 2002. The assessing
officer assessed a taxable turnover of Rs.11.88ecithus there was under
assessment of sale turnover of Rs.1.77 crore, wiaghited in non-levy of tax
of Rs.35.57 lakh, including penalty.

After this was pointed out in audit in December 20the assessing officer
re-opened the case in January 2004 for re-assessirugther progress in the
case was awaited (December 2004).

2.13.2 Scrutiny of assessment records of Bolangir-l circérealed in
July 2003 that the assessing officer while assgstiree registered dealers
dealing in outstill liquol’, for the year 2001-02 accepted the turnover of
Rs.1.58 crore declared by the dealers. Cross eatibn of the assessments
with the records maintained in the Excise Departm@vealed that the
turnover of outstill liquor actually worked out ®s.2.28 crore taking into
account the cost of mohua flower, consideration eyoetc. including profit
margin of minimum 10per cent. Thus suppression of taxable turnover of
Rs.0.70 crore resulted in short levy of tax of RslO lakh and surcharge and
penalty of Rs.16.64 lakh.

After this was pointed out in audit in July 2008e tassessing officer stated in
August 2004 that the case would be re-examinedth&urprogress was
awaited (December 2004).

The matter was reported to Government in March 2@@dir reply had not
been received (December 2004).

2.14 Short levy of tax due to grant of excess dedian

Under the OST Act, the taxable turnover (TTO) ispect of works contract
shall be deemed to be the gross value receivedogiviable by a dealer for
carrying out such contract, less the amount of uakend service charges
incurred on execution of the contract. In case nmoimplete accounts, the
assessing officer may adopt a certain percentageefduction towards labour
and service chargf'sto arrive at the TTO. For structural work such gjesr
have been fixed up at 3@r cent and fiveper cent respectively.

During audit of assessment records of Bhubaneswacitcle in
December 2003, it was noticed that a works coriraeiceived gross amount

17 Outstill liquor is liquor manufactureed from M ohua flower.
18 Gannon Dunkerley & Co. and others Vrs. State dRajasthan and Others, 88 STC Page 204.
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of Rs.8.87 crore for the year 1999-2000 on accofistructural/ construction
work but did not maintain proper books of accoufige assessing officer
while finalising the assessment allowed deducti®nRe.5.50 crore at 62
per cent instead of 3%er cent towards labour and service charges. This had
resulted in excess deduction of Rs.2.40 crore wiadho short levy of tax of
Rs.22.05 lakh including surcharge.

After this was pointed out in audit in December 20the assessing officer
stated in July 2004 that extra demand of Rs.22akh lwas raised after
completion of reassessment proceedings.

The matter was reported to Government in March 20Gévernment
confirmed in August 2004 the fact of raising ofrexdemand.

2.15 Non-levy of surcharge \

Under the CST Act, on inter-State sales of goodlsefothan declared goods)
which are not covered by prescribed declaratian,ddeviable at the rate of
10 per cent or at the rate applicable on sale of such goodsiwihe State
whichever is higher. Under the OST Act, surchargihe rate of 1per cent is
also leviable on the amount of tax payable by #&at where, in any year his
gross turnover exceeds Rs. one crore.

2.15.1 Scrutiny of assessment records of Balasore cirdeealed in
August 2003, that the assessing officer while fanad the assessments of two
assesses for the year 1999-2000, assessed theStatersale turnover of
Rs.5.75 crore not covered by declaration in formaiChe rate applicable on
the sale of such goods within the State withoutyiley surcharge. This
resulted in non-levy of surcharge of Rs.10.36 lakh.

After this was pointed out in audit in August 2088 assessing officer issued
corrigendum orders and levied surcharge (Augus8200

The matter was reported to Government in Decemb8B.2Government in
February 2004 confirmed the fact of raising extesmdnd of Rs.10.36 lakh
against the dealers.

2.15.2 Scrutiny of assessment records of Keonjhar cimdeealed in
August 2003 that the assessing officer while fgiai the assessment for the
year 1997-98, did not levy surcharge on the asdesseof Rs.41.40 lakh on
the sale turn over of Rs.2.59 crore. This resultedinder-assessment of
surcharge of Rs.6.21 lakh.

After this was pointed out in August 2003 the assegofficer raised demand
of Rs.6.21 lakh.

The matter was reported to Government in Februd@942 Government
confirmed in August 2004 the fact of raising demand
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2.16 Short levy of tax due to incorrect acceptancef declaration in
Form-IV

Under the OST Act, sale of goods of the class asses specified in the RC of
the registered purchasing dealer for use in matwiof processing of goods
for sale is taxable at a concessional rate of peuicent subject to production
of true declaration in the prescribed Form-1V. Thiencession was not
available to unregistered dealers. Iron ore iskiexat the rate of 1fer cent
under the Act.

Scrutiny of assessment records of Keonjhar Cintl@uly 2003 revealed that
the assessing officer while finalising the assesgnoé a registered dealer
(registered on 25 July 2000) dealing in mineral, doe the year 2000-2001,
allowed a concessional rate of tax at fper cent, on the sale of Rs.61.15 lakh
against declaration. Since the sales were madentonaregistered dealer
during the period 1 April 2000 to 24 July 2000,0alance of concession of
four per cent instead of 16er cent was irregular. Application of lower rate
resulted in short levy of tax of Rs.8.44 lakh irthg surcharge.

After this was pointed out in audit in July 2003)et Department in
reassessment proceedings raised demand of Rsa8hlMay 2004. Further
progress made was awaited (December 2004).

The matter was reported to Government in Febru@§42 Government
confirmed in July 2004 the fact of raising of deman

2.17 Under-assessment of tax due to allowance otess deduction\

Government of Orissa, Food Supplies and ConsumdfaW#eDepartment in
their order of December 1994 prescribed ap&9cent in case of roller flour
mills. Atta, Maida and Suji are taxable at the ratéour per cent under OST
Act.

Scrutiny of assessment records of Sambalpur-lllesirBargarh revealed in
September 2003 that the assessing officer whilepéeting the assessments
between October 2000 and November 2002, for thesyE208-99 to 2001-02
of a registered dealer operating a roller flourl,naillowed deduction towards
wheat bran (fodder) at 24 - 28r cent against the fixed norm of 18 cent.
This resulted in excess allowance of deduction@m$equential short levy of
tax of Rs.6.53 lakh including surcharge.

After this was pointed out in audit in Septembe®20the Department stated
in August 2004 that reassessment proceedings wetiated against the
dealer. Further progress made was awaited (Dece0iod).

The matter was reported to Government in March 2@@dir reply had not
been received (December 2004).
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ENTRY TAX

\ 2.18 Non-levy of penalty

Under the Orissa Entry Tax (OET) Act 1999, everyistered dealer is to file
a return to the assessing authority within the ifieelc period along with
satisfactory proof of payment of full amount of tpayable by him on the
basis of such return. If return submitted by thelele is not within the
specified time or incorrect, the assessing authandy assess the dealer to the
best of his judgement and direct the dealer to ipapddition to the tax
assessed, a penalty not exceeding one and arha¥ the tax.

Scrutiny of assessment records of Cuttack Il eirdajpur Road revealed in
June 2003 that two dealers had submitted incoanredtincomplete returns for
the assessment year 2000-2001 after the speciigeddp The assessing
officer while rejecting the dealers' returns deieed the taxable goods at
Rs.139.89 crore and assessed entry tax of Rs.2d® without imposing
penalty as required under the Act. This resultecham-levy of penalty of
Rs.3.88 crore.

The matter was brought to the notice of Governnierftebruary 2004; the
Government stated in July 2004 that a demand 03.8%.crore was raised
against the concerned dealers. Report on realsatieas awaited
(December 2004).

\ 2.19 Non-levy of Entry Tax

Under the OET Rules, 1999, as amended in 2000 dsatdek goods brought
into the Gram Panchayat areas for use as raw mlsten manufacture are
exigible to entry tax at the rate of per cent of the rate applicable to such
goods with effect from 6 November 2000. Textiledarot is exigible to entry
tax at the rate of twper cent. In case of non-disclosure of amount of tax due,
penalty not exceeding one and a half times of ta © also leviable in
addition to entry tax.

Scrutiny of assessment records of Balasore ciesealed in August 2003 that
the assessing officer while finalising the assesdénoé a registered dealer
engaged in manufacture of tyres, tubes and flagpshe year 2000-2001, did
not levy entry tax on the proportionate purchadee/af tyre cord fabrics, a
textile product, valued at Rs.40.80 crore brought & Gram Panchayat Area
between 6 November 2000 and March 2001. This edidt non-levy of entry
tax of Rs.1.02 crore including penalty of Rs.61&h.

The matter was reported to Government in Decemi@&3;2 Government
stated in July 2004 that the initiation of reasses# proceedings were stayed
by Hon’ble High Court of Orissa. Further progredsitee case was awaited
(December 2004).
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2.20 Under-assessment of Entry tax due to irregulaapplication of
concessional rate

Under the OET Rules, coal is exigible to entry &xhe rate of onper cent.
Coal is a fuel and not a raw-material as such cssiopal rate is not
admissible to it.

Scrutiny of assessment records of Sambalpur klesidharsuguda revealed in
September 2003 that the assessing officer levign; ¢ax at 0.5per cent
instead of onger cent on sale turnover of coal worth of Rs.110.11 criore
the year 2001-02 treating coal as raw materialgiemeration of electricity.
This resulted in under-assessment of entry taxsdd®06 lakh.

After this was pointed out in audit in Septembed20he CCT, Orissa stated
in May 2004 that after finalisation of reassessnpnteedings extra demand
of Rs.55.06 lakh was raised against the assessetheF progress made in
recovery has not been received (December 2004).

The matter was reported to the Government in Deeer@b03; Government
confirmed in June 2004 the fact of raising of exteanand of Rs.55.06 lakh.
Report on realisation was awaited (December 2004).

2.21 Non-levy of entry tax

Under OET Act, every manufacturer of scheduled goegjistered under the
Sales Tax Act is liable to collect entry tax, irspect of sale of its finished
products made to a buying dealer inside the saai@ pay the tax so collected
into the Government Treasury. "Tobacco product®xgible to entry tax at

the rate of onger cent.

Scrutiny of assessment records of Sambalpur-l eirckvealed in
February 2004 that the assessing officer while ss&3g a registered dealer
engaged in manufacture Biri, a tobacco product, for the years 1999-2000 to
2001-2002, did not levy entry tax @&mris worth Rs.29.17 crore sold inside the
state. This resulted in non-levy of entry tax of2®s17 lakh.

After this was pointed out in audit in February 20the Department stated in
August 2004 that reassessment proceedings were lemapn July 2004
raising extra demand of Rs.29.17 lakh. Further meg) in the case was
awaited (December 2004).

The matter was reported to the Government in ApRID4; Government in
August 2004 confirmed the fact of raising demanepdtt on realisation was
awaited (December 2004).
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| 3.1 Results of Audit \

Test check of records relating to assessment, atmlie and refunds of
motor vehicles tax in the office of the State Trors Authority, Orissa
and the Regional Transport Offices, conducted du#003-04 revealed
under-assessment of tax and loss/blocking of reveamounting to
Rs.51.88 crore in 28,441 cases which may broadbabegorised as under:

(Rupees in crore)

SI. No. Categories No of cases| Amount

1. Non-levy/Non-realisation of motor vehicles 15,302 30.93
tax/additional tax and penalty

2. Blocking of revenue due to non-disposal|of 7,692 4.33
Vehicle Check Reports

3. Non/Short realisation of composite tax and 2,455 15.07
penalty

4. Short realisation/ Short-levy of motor vehicles 1,133 1.12
tax/additional tax

5. Non/short realisation of compound, permit, 1,782 0.40
reservation and driving licence fees etc.

6. Non/short realisation of Trade Certificgte 53 0.02
tax/fees

7. Other irregularities 20 0.00b

8. Non/short accountal of revenue receipts 4 0.p05

Total 28,441 51.88

During the year 2003-04, the Department acceptettassessment etc.
of tax and penalty of Rs.27.38 crore in 18,205 sa$be Department had
recovered Rs.1.73 crore in 3,216 cases in eamiarsyand Rs.1.45 crore in
940 cases pointed out during the year 2003-04.

A few illustrative cases highlighting important audobservations
involving Rs.36.47 crore are discussed in the Wathgy paragraphs.
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3.2 Non/short realisation of motor vehicles tax/additimal tax

Under the Orissa Motor Vehicles Taxation Act (OMX€&t),1975, tax due
on motor vehicles should be paid in advance withenprescribed period
at the rates prescribed in the Act unless exemgtmm payment of such
tax is allowed for the period covered by off-roatidrations. Penalty is to
be charged at double the tax due, if tax is nad pathin two months of
the expiry of the grace period, i.e. 15 days. Regjiolransport Officers
(RTOs) are required to issue demand notices fdiseg@mn of unpaid tax

within 30 days from the expiry of the grace per{@8 days) for payment
of tax.

Test check of records of 20 regidhbetween May 2003 and March 2004

revealed that the motor vehicles tax/additional ¢tdxRs.9.63 crore in
14,567 cases was either not realised or realisedt $br the period
between April 2001 and March 2003. This resultecham-realisation of
government revenue of Rs.28.91 crore including ieied Rs.19.28 crore
as detailed below:

(Rupees in crore)

Sl. L S Period No. of NI Short Penalty
No Nature of irregularities vehi.cles realisation | realisation Total leviable
of tax of tax
1. 18 April
Non realisation of motof 2001 and
vehicles tax/additional tax from March 7,296 6.50 6.50 13.00
goods vehicles 2003

Remarks:.-The Department recovered tax and penalty of BS.trore
Rs.10.20 crore in 3587 cases. Final reply in otlases was not received (December 2004).

in 490 cases and raised deman

0 of

2.

19 April
Non realisation of motor 2001 and
vehicles tax/additional tax im March
respect of contract carriages T 2003

2,463 161 - 1.61 3.23

Remarks:-The Department recovered tax and penalty of R%.@rore in 87 cases and raised demand of

Rs.1.79 crore in 1036 cases. Final reply in otlases was not received (December 2004).

3.

20 April
Non realisation of motor 2001 and
vehicles tax from tractor-trailof March
combination 2003

4,360 1.19 - 1.19 2.39

Remarks:.-The Department recovered tax and penalty of R%.@rore in 158 cases and raised deman
Rs.2.00 crore in 2492 cases. Final reply in otlases was not received (December 2004).

0 of

4.

20 April
Non/short realisation of motoy 2002 and

448 0.27 0.06 0.33 0.66

vehicles tax/additional tax in March
respect of stage carriages T 2003

Remarks:- The Department recovered tax and penalty of Rs.BEB in 34 cases and raised demand

Rs.26.83 lakh in 136 cases. Final reply in otheesavas not received (December 2004).

TOTAL | 14567 | o957 | 006 | 963 | 19.28

of

19 Angul, Balasore, Bargarh, Bhadrak, Bhubaneswar, @&angir, Chandikhol, Cuttack,
Dhenkanal, Ganjam, Kalahandi, Keonjhar, Koraput, Mayurbhanj,  Phulbani, Puri,
Rayagada, Rourkela, Sambalpur and Sundargarh.
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The matter was brought to the notice of Transpoam@issioner/
Government in April 2004. The Transport Commissiorstated in
August 2004 that Rs.1.34 crore had been recovered@6P cases and
demand of Rs.14.26 crore raised in 7,251 cased, faply in other cases
had not been received (December 2004).

3.3 Non-realisation of revenue for non-disposal ofvehicle
check reports (vcrs)

In exercise of powers conferred by Section-200 aftdvl Vehicles (MV)

Act, 1988, Government of Orissa, Commerce and PamgTransport)

Department in their notification dated 29 Septemh885 empowered
specific officers of Orissa Motor Vehicles Departinéo exercise check
and realise compounding fees from all motor vebiclemmitting offences
under various sections of the Act ibid. Transpodmnissioner, Orissa
issued directives/instructions from time to time éxpeditious disposal of
pending vehicle check reports (vcrs).

Test check of records of STA, Orissa and 24 re§faesealed that 74,984
vers remained undisposed as of March 2003. Of theseatiny of 7,689
vcrs relating to period between April 1999 and Ma&903 revealed that
no action was taken to dispose of these reporshimg Rs 4.33 crore.
Consequently there was non-realisation of Governmewenue to that
extent.

After this was pointed out in audit, the Departmeaised demand of
Rs.0.55 crore in 1,038 cases and recovered 0.08 ordl36 cases. Final
reply in other cases was not received (Decembet)200

The matter was brought to the notice of the Trans@@mmmissioner/
Government in April 2004; their replies had not meeceived (December
2004).

| 3.4  Short realisation of one time tax on advalorerbasis \

Under Section-4A of OMVT Act, read with Governmanrttification of
February 2003, the owner of every motor vehicleingpea motor car)
covered under the Schedule-I appended to the #\tighle to pay one time
tax on advalorem basis at fiper cent of the cost of the vehicle at the time
of initial registration. In addition, the vehiclevoer, in case of default is

20 Angul, Balasore, Bargarh, Bhadrak, Bhubaneswar, @&angir, Chandikhol, Cuttack,
Dhenkanal, Gajapati, Ganjam, Jagatsinghpur, Jharsugda, Kalahandi, Keonjhar, Koraput,
Nawarangapur, Nuapada, Phulbani, Puri, Rayagada, Rarkela, Sambalpur and Sundargarh.
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liable to pay penalty of double the tax due for pleeiod of delay beyond
two months.

Test check of records of 14 regi6hsetween September 2003 and
February 2004 revealed that one time tax of RsAl2aBh as against
Rs.49.45 lakh in respect of 309 vehicles registéreveen 13 February
2003 and 31 March 2003, was realised resultindnortgealisation of tax
of Rs.37.36 lakh due to non levy of appropriate ray RTOs. Besides,
penalty of Rs.74.72 lakh was also leviable.

After this was pointed out in audit between SeptmB003 and
February 2004, all the taxing officers accepted dbdit observation and
raised demand of Rs. 38.67 lakh in 105 cases irustug004. However,
the taxing officer, Puri stated in October 2003t thhae to late receipt of
Government notification one time tax was not realisn advalorem basis.

The matter was brought to the notice of the Trans@@mmmissioner/
Government in April 2004; their replies had not meeeceived
(December 2004).

3.5 Non/short realisation of motor vehicles tax/aditional tax
in respect of stage carriages plying without permg

Under the OMVT Act, as amended, motor vehiclesaas additional tax
in respect of a stage carriage is leviable on thsisbof the number of
passengers (including standees) which the velsgbeimitted to carry and
the total distance to be covered in a day as perp#rmits. If such a
vehicle is detected plying without a permit, the/aalditional tax payable
is to be determined on the basis of the maximumbminof passengers
(including standees) which the vehicle would haseried reckoning the
total distance covered each day as exceeding Ja@thdders i.e. at the
highest rate of tax as per taxation schedule. s® ad default, penalty of
double the tax due is leviable.

Test check of records of 19 regiéhsevealed between June 2003 and
February 2004 that 128 stage carriages were ddtqaieng without
permit between April 2001 and March 2003. Motoriekds tax/additional
tax from these vehicles was either not collectetvas collected at lesser
rates resulting in non/short realisation of tax antimg to Rs.13.71 lakh.
Besides, penalty of Rs.27.42 lakh was also leviable

21 Angul, Bargarh, Bhubaneswar, Bolangir, Chandikhg Cuttack, Dhenkanal, Ganjam,
Kalahandi, Keonjhar, Koraput, Puri, Rourkela, and Sambalpur.

22 Angul, Bargarh, Bhadrak, Bhubaneswar, BolangirChandikhol, Cuttack, Dhenkanal, Ganjam,
Jharsuguda, Kalahandi, Keonjhar, Koraput, Mayurbhanj, Phulbani, Puri, Rayagada,
Rourkela and Sambalpur.
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After this was pointed out in audit, the Departmestovered tax and
penalty of Rs. 0.43 lakh in one case and raisechddnof Rs 23.48 lakh in
71 cases. Final reply in other cases was not redeiv

The matter was brought to the notice of the Trartspo
Commissioner/Government in April 2004; their replibad not been
received (December 2004).

3.6  Non/short realisation of motor vehicles tax/aditional tax
from stage carriages plying under reciprocal agreemnt
on inter-state routes having permits

Where, in pursuance of any agreement between ther@ment of Orissa
and Government of any other State, a stage carpl@® on a route partly
within the State of Orissa and partly within otlate, such stage carriage
is liable to pay tax/additional tax calculated be total distance covered
by it, on the approved route in the State of Orisdéahe rates and in the
manner specified under the OMVT Act, as amended, mates made
thereunder. In case tax is paid beyond two morities the grace period,
penalty is to be charged at double the tax due.

Test check of records of STA, Orissa, Cuttack ardegions® revealed
that motor vehicles tax/additional tax in respett56 stage carriages
authorised to ply on inter-state routes under recigl agreement were not
realised in full. It was further revealed that ofit56 stage carriages19 did
not pay tax for the last 12 months between Aprid2@nd March 2003.
Thus there was non/short realisation of motor Vekitax/additional tax of
Rs.12.73 lakh and penalty of Rs.25.45 lakh was dé&oable for
non-payment of dues.

After this was pointed out in audit between May 2@0d February 2004,
the Department raised demand of Rs 6.90 lakh ie ocases. Final reply in
other cases was not received (December 2004).

This was brought to the notice of the Transport @ussioner/
Government in April 2004; their replies had not meeeceived
(December 2004).

3.7 Non-realisation of composite tax for goods vetles under
reciprocal agreement

Under the provisions of the OMVT Act, when a googdicle enters the
State under the terms of any agreement betwee@dkiernment of Orissa
and Government of any other State, it is liableoay additional tax for
each entry into the State at the prescribed r&esernment of Orissa

23 Balasore, Bhadrak, Cuttack, Ganjam, Keonjhar andRourkela
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decided in February 2001 that goods vehicles batgrtp Andhra Pradesh
authorised to ply in Orissa under the reciprocatament were required to
pay composite tax of Rs.3,000 per vehicle per anriima tax was payable
in advance in lump sum on or before 15 April ewpear by crossed bank
drafts, to the STA, Orissa. In case of delay innpagt, penalty of Rs.100
for each calendar month or part thereof was als@mtdée in addition to
composite tax.

Test check of records of STA, Orissa, revealed syMNO003 that out of

1,410 goods vehicles registered in the State ofhandradesh authorised
to ply in Orissa under reciprocal agreement du#@g2-03, composite tax
for 806 goods vehicles amounting to Rs.24.18 laklk not realised due to
lack of pursuance by STA, Orissa. Besides pen#lBs.67 lakh was not

levied.

After this was pointed out in audit in May 2003, ATOrissa stated in
May 2003 that steps would be taken to realise thes dFurther report on
recovery was not received (December 2004).

The matter was referred to the Government of Onssiebruary 2004;
their reply had not been received (December 2004).

3.8 Non/short levy of penalty on belated payment ofotor
vehicles tax and additional tax

Under the OMVT Act, as amended and the rules mlagleetinder, penalty
ranging from 25 to 20@er cent of the tax shall be leviable if a vehicle
owner has not paid tax and additional tax in respéais vehicle within
the specified period.

Test check of records of 22 regiéhsbetween May 2003 and
February 2004 revealed that in 223 cases, no penas levied by the
taxing authorities though taxes were paid belateélyther in 183 cases,
penalty was short levied. Demand notices for ratiis of penalty in these
cases were not issued by RTOs. This resulted ifshort levy of penalty
of Rs.33.41 lakh for the period between April 199@ March 2003.

After this was pointed out in audit, the Departmestdovered penalty of
Rs 1.27 lakh in 22 cases and raised demand of R® 1akh in 214 cases.
Final reply in other cases was not received (Deesrab04).

The matter was brought to the notice of the Traris@G@mmmissioner/
Government in April 2004; their replies had not meeeceived
(December 2004).

24 Angul, Balasore, Bargarh, Bhadrak, Bhubaneswar, 8angir, Chandikhol, Cuttack,
Dhenkanal, Ganjam, Jagatsingpur, Kalahandi, Keonjha, Koraput, Mayurbhanj,
Nawarangpur, Phulbani, Puri, Rayagada, Rourkela, Smbalpur and Sundargarh.
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3.9 Non-realisation of motor vehicles tax/additionktax from
motor vehicles which violated off-road declaration

Under the OMVT Act, as amended, motor vehiclesa@aditional tax shall
be levied on every motor vehicle used or kept && in the State of Orissa
unless prior intimation of non-use of the vehidegiven to the Taxing
Officer on or before the date of expiry of the pdrfor which tax has been
paid, specifying interalia, the period of non-usel ahe place where the
motor vehicle is to be kept during such periodatfany time, during the
period covered by such off-road declaration, thhicte is found to be
plying on the road or not found at the declaredld shall be deemed to
have been used throughout the said period. In sasf, the owner of the
vehicle is liable to pay tax and penalty at doubke tax due for the entire
period for which it was declared off-road.

Test check of records of 12 regi6hsbetween June 2003 and
February 2004 revealed that 30 motor vehicles uotfenoad declarations
for the periods between April 2001 and March 2008te either detected
plying or not found at the declared places by th®eement staff during
the period covered by such off-road declarations.aldtion was taken by
the Taxing officers to realise the tax and levyaignfor violation of off-
road declaration. This resulted in non-realisattbiax and additional tax
of Rs.18.00 lakh including penalty.

After this was pointed out in audit, the RTOs remma@d tax and penalty of
Rs 0.08 lakh in one case and raised demand of RS 1&8kh in 12 cases.
Final reply in other cases was not received.

This was brought to the notice of the Transport @ussioner/
Government in April 2004; their replies had not meeeceived
(December 2004).

3.10 Non-realisation of revenue due to acceptancef dime
barred bank drafts

As per the procedure laid down under the Natiorei Scheme, the
owner of a vehicle belonging to other States/Urlierritories opted to ply
in Orissa has to pay composite tax in shape of ldhaks to primary
permit issuing authorities for onward transmisstonthe STA, Orissa,
Cuttack.

Test check of records in the office of the Trans@wmmissioner, Orissa,
Cuttack in May 2003 revealed that 372 time barrackidrafts of Rs.11.52
lakh towards payment of composite tax were receiaedorder check

25 Bargarh, Bhadrak, Bhubaneswar, Bolangir, Chandikol, Ganjam, Keonjhar, Mayurbhanj,
Phulbani, Puri, Rayagada and Rourkela.

37



Audit Report (Revenue Receipts) for the year ended 31 March 2004

post. The time barred bank drafts were sent téemdifit banks of
respective states for revalidation during the pkkbetween April 1998 and
January 2001 but were not revalidated and depositted Government
account as of March 2004. Due to lack of pursudncée STA, Orissa,
composite tax could not be collected in time. Besithere was loss of
interest of Rs.3.66 lakh as on 31 March 2003.

After this was pointed out in audit in May 2003,ethlransport
Commissioner stated in June 2003 that reminderse wssued for
revalidation. However, final action has not been ceieed
(December 2004).

The matter was reported to Government in Febru@éa2their reply had
not been received (December 2004).

3.11 Non-realisation of differential tax from private vehicles
plying on hire or reward

Under Section 2(22) of MV Act, "maxi cab" meaningyamotor vehicle
constructed or adapted to carry more than six pagss, but not more
than 12 passengers excluding the driver, plyinghfoe or reward is to be
taxed depending upon the potential nature of uséhefvehicle as per
circular of 1996 of STA, Orissa. If the vehicle used privately, an
undertaking to that effect in the form of an affiddefore the Registering
Authority in the manner prescribed is to be subeditby the owner stating
that if at any time, the vehicle is found to be duse contravention, the
owner shall be liable to pay tax under relevantisecof OMVT Act.
Besides penalty extending upto double the taxviglide.

Test check of registration records, together wli# vcrs reports in five
region$® revealed between June 2003 and December 2003 %thethicles

having seating capacity of more than six passeriggrgeot more than 12
passengers excluding the driver, registered onstrength of affidavit

were detected between June 2001 and March 2003éeriforcement
staff as plying for hire or reward in contraventioithe said undertaking.
Even after detection by enforcement staff, no actieas taken by the
RTOs to realise the differential tax of Rs.5.42haBesides, penalty of
Rs.10.84 lakh was also leviable.

After this was pointed out in audit, the Departmeaised demand of
Rs 5.30 lakh in 11 cases. Final reply in other sasas not received
(December 2004).

This was brought to the notice of the Transport @ussioner/
Government in April 2004; their replies had not meeeceived
(December 2004).

26 Bargarh, Bolangir, Cuttack, Mayurbhanj and Koraput.
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3.12 Short realisation of composite tax under Natiwal Permit
Scheme

As per Government of Orissa Notification dated keby 1999, composite
tax for goods carriages belonging to other Statmfmerritories plying in

Orissa under the National Permit Scheme will beapsy at the rate of
Rs.5,000 per annum per vehicle in advance in ostlment. In case of
delay in payment, penalty of Rs.100 for each caendonth or part
thereof is also leviable.

Test check of records of STA, Orissa revealed tbatposite tax for 219
goods carriages belonging to the operators of @letes authorised to ply
in Orissa during 2002-2003 under National Permiie®ee was realised
short by Rs.5.12 lakh as the vehicle operatorsidicpay composite tax in
one instalment. Besides penalty of Rs.2.63 lakh alss leviable due to
default in full payment of composite tax. This résd in short realisation
of Government revenue by Rs.7.75 lakh.

After this was pointed out in audit in May 2003,ethlransport
Commissioner, Orissa stated in May 2003 that aotionld be taken for
realisation of dues. Further reply was awaited @bager 2004).

The matter was brought to the notice of Governniemiovember 2003;
their reply had not been received (December 2004).

3.13 Non-realisation of differential tax in respectof stage
carriages issued with special contract carriage penits

Under the OMVT Act, as amended, when a vehicleespect of which

motor vehicles tax/additional tax for any periodshaeen paid as per
registration is proposed to be used in a mannéo aause it to become a
vehicle in respect of which higher rate of motohictes tax/additional tax

is payable, the owner of the vehicle is liable &y phe differential tax. In

case of default in payment on due date, penaltgonible the tax due is
also leviable for the period of delay beyond twontins.

Test check of records of 13 regi6hsevealed between April 2002 and
March 2003 that 81 stage carriages were permitigolyt temporarily as
contract carriage on which higher rate of tax wagliaable. Even though
differential tax was not paid in advance, RTOs wid take any action to
send demand for the same. This resulted in shaitsation of motor
vehicles tax/additional tax of Rs.2.08 lakh. Besidpenalty of Rs.4.17
lakh was also leviable.

27 Balasore, Bhadrak, Bhubaneswar, Bolangir, Chatikhol, Cuttack, Ganjam, Kalahandi, Keonjhar, Koraput,

Phulbani, Puri and Sambalpur.
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After this was pointed out in audit, the RTOs remmad tax and penalty of
Rs 0.15 lakh in five cases and raised demand df.&% lakh in 28 cases.
Final reply in other cases was not received (Deezrab04).

The matter was brought to the notice of the Traris@@mmissioner,
Orissa/Government in April 2004; their replies haot been received
(December 2004).

| 3.14 Non-realisation of Trade Certificate tax/fees

Under the OMVT Act, read with Central Motor VehigleRules 1989, as
amended, dealers in motor vehicles are requiraabtain trade certificate
from the registering authorities by paying the iietj@ tax/fees annually in
advance. Under the MV Act, dealer includes a pessba is engaged in
building bodies on the chassis or in the businé$g/pothecation, leasing
or hire purchase of motor vehicles.

Test check of records of three regithbetween September 2003 and
March 2004 revealed that in respect of 46 dealmadge certificate tax and
fees for the period between 2001-02 and 2002-02 wet realised. This
resulted in non-realisation of tax and fees amognid Rs.1.49 lakh.

After this was pointed out in audit, the concerRdOs raised demand of
Rs 0.51 lakh in 17 cases. Final reply in other sasas not received
(December 2004).

This was brought to the notice of the Transport @ussioner/
Government in April 2004; their replies had not meeeceived
(December 2004).

28 Ganjam, Keonjhar and Rourkela.
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CHAPTER-IV: LAND REVENUE, STAMP DUTY AND
REGISTRATION FEES

4.1 Results of Audit

Test check of records relating to assessment alelction of land revenue
and stamp duty and registration fees conductechguthie year 2003-2004
revealed non-collection, non/short assessment dodkihg of revenue
amounting to Rs.114.98 crore in 45,296 cases wimwy be broadly
categorised as under.

(Rupees in crore)

SI. No Subject No of cases Amount

LAND REVENUE

1. Non-collection of premium etc. from land occuphey 30 23.79
Local Bodies/Private parties

2. Non-lease/irregular lease of Sairat sources 4P9 20.19

3. Non-realisation of revenue due to delay in fgation of 5,824 2.72
OEA cases

4, Blockade of Government revenue due to non fiaéithn of 2,058 1.95
OLR cases

5. Miscellaneous/other irregularities 62 1.64

6. Non-assessment/short assessment and shortticollet 37 0.47
water rates

7. Non-realisation/short realisation of royaltyMimor 349 0.20
Minerals

Total 8,789 50.96

STAMP DUTY AND REGISTRATION FEES

1. Review on Stamp duty 1 21.45

2. Blockage of Government revenue due to non aearaf 35,144 39.91
47-A cases

3. Short levy of stamp duty and registration fees t under 1,102 1.78
valuation/change of Kissam of documents

4. Irregular exemption and other irregularitiestafmp duty 230 0.77
and registration fees

5. Short realisation due to irregular/misclassifma of deeds 30 0.11

Total 36,507 64.02

Grand total 45,296 114.98

During the course of the year 2003-04, the Departnaxcepted under
assessment etc. of Rs.53.31 crore in 12,306 cased which Rs.46.19 crore
in 5,618 cases has been pointed out by audit irB-Bd0 The Department
recovered Rs.3.86 crore in 4,399 cases of which.B%.crore in 816 cases
relating to earlier years and Rs.2.57 crore in 3&ises in 2003-04.

A few illustrative cases highlighting important @uobservations and findings
on a review orstamp duty involving of Rs.70.12 crore are discussed in the
following paragraphs.
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4.2  Non-raising of demand for premium etc.

According to the provisions of Orissa Governmenid.&ettlement Act, 1962
and rules made thereunder, read with Governmergr®rdf October 1961,
May 1963 and February 1966, Government land cdedsed out to State and
Central Government Departments, Public Sector Uakemgs etc. on

payment of premiufi, ground renf and ces&. Any area occupied by any
person (company) not covered by any act passedhéyegislature is to be
treated as an unauthorized occupation. Further, Lined Revenue Act

provides for regularization of the unauthorised upation on payment of
premium, rent etc. from the date of occupation.

Scrutiny of lease files and other records of théagddar, Talcher revealed
that Government land of AC 291.355 covering 16agéls was occupied by
Mahanadi Coal Field (MCL), Talcher without any sto/permission from

the Revenue Department or Government. The landpiedwnauthorisedly
was neither got evicted nor was it got regularisgd¢he Department. Though
assessment of Rs. 15.69 crore on account of prenmwas done by the
Tahasildar, no demand was raised against the M@4ction on the part of
Revenue Department resulted in non-eviction/notisa#on of revenue of

Rs. 37.95 crore towards premium, ground rent, cas$ interest up to
2002-03. There was nothing on record to show tiatatter was brought to
the notice of higher authority/Government.

After this was pointed out in audit in May 2003 dfebruary 2004 Tahasildar,
Talcher stated in February 2004 that MCL was inutimarized occupation of
Government land of AC 291.355 and also stateddéatand for premium etc.
as well as interest will be raised. However noyepas furnished about the
regularization of the land (December 2004).

The matter was reported to Government in March 2@®vernment stated in
October 2004 that above demand was raised by Tdagslalcher.

4.3 Non-levy of interest

Under the provisions of the Orissa Agricultural ¥éamendment) Act, 1992
and Orissa Cess (Amendment) Act, 1992 and in aeoce with notification
of February, 1966 interest on belated payment isalpe from the date of
occupation of the Government land for default irypant of land revenue.
The rate of interest was raised from six per cerdi per cent per annum with
effect from 28 November 1992.

29 Premium is fixed on the basis of market valuef the land
30
31

Ground rent i.e. oneper cent of the market value.
Cess i.e. 5@er cent of the ground rent upto 1990-91 and 7per cent there after.
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Test check of records of Tahasildar, Talcher reaggUanuary 2004) that
Government land measuring AC.420.95 was acquireM®y, Lingaraj area
for mining operation of Kaniha Open Cast projecs. #gainst the demand of
Rs.7.32 crore towards premium for the land raise®@cember 1999, only
Rs.6.32 crore was paid on different dates aftedd#ie of occupation. Balance
premium of Rs.1.00 crore remained unpaid as of Ma@o4. Besides, interest
of Rs. 3.44 crore as on March 2003 was payablewfoch no demand was
raised against MCL.

After this was pointed out in audit in January 20t Tahasildar, Talcher
stated in February 2004 that action would be taken realisation of
government dues including interest.

The matter was reported to Government in April 20Bbvernment in
October 2004 confirmed that the Tahasildar, Talalaésed demand against
MCL towards premium and interest. Report on retibsavas awaited.

4.4  Non-realisation due to delay in finalisation oflienation cases

According to Government orders of October 1961, M8$3 and February
1966, Government land can be leased out to Localied8p Public Sector
Undertakings, Educational and Charitable Instingio State and Central
Government Department etc. on payment of premiwedfion the basis of
market value of land plus annual ground rent at parecent of the market
value. Similarly cess at 58r cent of the ground rent up to 1993-94 and 75
per cent thereafter is leviable. In accordance with Governtnorder of
May 1987, revenue authorities are empowered forctan of advance
possession.

Test check of records of four Tahasil Offitedetween March 2002 and
December 2003 revealed that in four cases occupatidGovernment land
measuring AC.290.135 was not regularized and istes@s not levied from
the date of occupation. The Department did not takg action either to
initiate encroachment cases to vacate the land oedularise the possession
of land by granting lease. No time limit has beeed to finalise the
alienation cases. There was no follow up and tHea3iédars were unaware of
the results of cases forwarded to the higher aittb®r All these factors
indicated that there was lack of effective monitigrand pursuance. Delay in
regularisation of alienation cases resulted in reaisation of Government
revenue of Rs.2.55 crore towards premium, ground, kess and interest as
detailed below.

32 Kujang, Jatni, Sundargarh and Athamallik.
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(Rupees in lakh)

Sl. Name of Name of Year of Area Present Govt. dues remained unrealised Total
No Tahasil occupants occupation (in Acre) position
Ground Interest
Premium T Cess | Paid not ’

1. Jatni Jatni Tahasildar

Municipal 1977 6285 | fecommended | yoa5 | 1062 | - - 97.14 | 14861

Council for sanction of

lease

The municipality applied for alienation on 31 Mar2800 i.e. after a lapse of 23 years. The casesemasby the Tahasildar to Sub-Collector on Novem|
2000. Thereafter there was nothing on record tlesame has been sent to Government. Thus detanation of alienation cases resulted in non-ratidis
of Government revenue.

2. | Sundergarh| Orissa State Lease

Housing Board | 1988 6.150 sanctioned 36.29 3.62 - 5.00 32.49 67.40

The lease was sanctioned on 16 April 2002 aftepad of 14 years. The demand notice for intereRso82.49 lakh was not issued by the Tahasildar.

3. Sundergarh M/s. Bharat

Petroleum 1978 0.130 Sanctioned 5.85 1.46 1.1p - 12.40] 20.
Corporation

The lease period allotted to the corporation expinel 977-78; thereafter the corporation appliedidéase on 19 December 1998 i.e. after a lapsé gkars.

per

However, the lease was sanctioned on 11 Decemi@@. Zhere was nothing on record to show that thede had been asked for renewal of the lease fleed
or for eviction during the period of unauthorizeztopation. The demand for Rs. 20.81 lakh was ab$woaised.
4. Athamallik CE,

Construction | 1499 277570 | Notsanctioned - - - - 1803  18.08

SE Railway,

Cuttack.
The lessee was in possession of Government lacd 8ib September 1991 though premium was paidestten capitalised value up to 26 March 2003 was
not paid.
Total ‘ 290.135 ‘ | 82.99 ‘ 15.70 ‘ 1.10| 5.04 160.4:{ 254.85

Say Rs.2.55 crorg

The matter was referred to Government in April 20Dde Department stated
in October 2004 that Rs.11.85 lakh (Rs.0.41 lakh5R9 lakh and Rs.5.85
lakh in respect of SI. No. 1,2 and 3 respectivargs realised. Further report
on realisation was awaited.

4.5 Non-realisation of premium and ground rent forconversion
of agricultural land

The Orissa Land Reform (Amendment) Act, 1993 and thles made
thereunder provide that agricultural land leaseidogithe Government can not
be utilised for non-agricultural purpose. Howevan,an application made by
lessee in the prescribed form such land can betlexseon lease basis on
payment of premium at the prescribed rate plusmgaent of onger cent of
premium per annum.

Test check of records of fiveTahasils revealed that 287 applications for use
of agricultural land for non-agricultural purposiesolving 85.527 acres of
agricultural land were received by Tahasildars ru2002-03. Though these
cases were initiated for settlement of conversibaguicultural land for non-
agricultural purposes during the same year, nd fettlement was done. All
these cases remained pending in Tahasils and edsmltnon-realisation of
Rs. 1.02 crore towards premium and ground rent.

33 Bhubaneswar, Berhampur, Bhadrak, Nawarangpur and Ryagada.
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After this was pointed out in audit between Septen#®03 and January 2004,
the Tahasildars accepted audit observation anédsthiat necessary action

would be taken for realisation of dues. Final actltas not been received
(December 2004).

The matter was referred to Government in April 20B4vernment stated in
October 2004 that Rs.13.55 lakh was realised afigposal of cases. The
report on further realisation was awaited.
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B

STAMP DUTY AND REGISTRATION FEES

| 4.6

Review on Stamp Duty

Highlights

¢

Despite huge closing balances of stamps, annual ghases of stamps
varied from 182 to 435per cent of the closing balance.

Nodal points for collection of bulk supply of stamgd papers from
Indian Security Press, Nasik were not created.

{Para: 4.6.6}

Cross verification of stamped papers sold by treasies with the
stamped papers utilised in registering offices rexaed that there was
excess utilisation of stamped papers worth Rs.15.220re in execution
of documents in eight districts.

{Para: 4.6.10}

Provision of the rules regarding deposit of sale gister of vendors
with the licencing officer were not enforced, highghting failure of
internal controls.

Test check of 15 vendors in Jajpur, Sambalpur and Rursuguda
revealed that vendors issued stamped paper valuirigs.22.48 lakh for
execution of documents in excess of stamped papeeceived from
Treasuries.

{Para: 4.6.11}

Non inspection of sale register of vendors by Subégistrar/ District
Sub-Registrars and Additional District Magistrates indicated serious
internal control failure leading to possible use ofake stamped paper.

Test check of 20 vendors in Puri and Khurda distrits confirmed sale
of stamped papers worth Rs.54.13 lakh in excess tfe purchases
made by vendors. The source from which these wereaugchased was
not available in the records of the vendors.

{Para: 4.6.12}
Despite adequate stock in local treasuries, irregat purchase of

Rs.4.45 crore of insurance policy stamps were madaey LIC from
unauthorised private sources outside the State.

{Para: 4.6.15}
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| Introduction

4.6.1 The levy of stamp duty on registration of instruitsers regulated
under the Indian Stamp Act, 1899 as adopted bytinvernment of Orissa and
amendments made thereto from time to time. In audito this, the Orissa
Stamp Rules, 1952 deals with description of staraps, of stamps and levy
and assessment of duty. The process of supplyaedtstamps and stamped
papers is regulated by the Orissa Supply and Satteonps and Stamped
Papers Rules (OSSSP Rules), 1990.

Orissa Stamp (Amendment) Rules, 1997 has authonsed of franking
machine for making impression on instruments chaslge with duties,
indicating payment of duty payable on such instmise

Stamps are of two types- impressed stamps and isdhgtsmps. Adhesive
stamps are mainly of four types: a) Special Adresitamps, b) Insurance
Policy Stamps, c¢) Insurance Agency Stamps, d) SAaemsfer Stamps.
Stamps are procured from India Security Press (I€@htral Stamp Depot
(CSD), Nasik and Security Printing Press (SPP),drgldad by Treasury/Sub-
Treasury who sell them to the licensed vendorscdiner private parties.

The entire process of collection of stamp duty Imee following stages:—
Forecasting, Indenting, Receiving, Stocking, SegllinRegistration and
Accounting.

Forecastin

Indentinc

Receivina

Stockina
Sellina

Reaistrition

Accountina

A flow chart showing the entire process of indeateipt and sale of stamps
and stamped papers and collection of stamp dutggistering offices is given
in the Annexure-A:

Organisational set up

4.6.2 The Inspector General of Registration (IGR) undeevdéhue
Department is the administrative head of Registnawing and is designated
as the Chief Revenue Controlling Authority. He ssiated by a Joint Inspector
General, three Deputy Inspectors General and 3@ri@isSub-Registrars
(DSR) at the district level and 146 Sub-Regist(&R) at the unit level. He is
also entrusted with the duty of Superintendent @iirps with effect from
January 1999. In so far as licence for purchasesatof stamps and stamped
papers are concerned the licences are issued byCohectors including
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Additional District Magistrate (ADM) and Sub-Colkecs to stamp vendors.
The treasuries are under the control of Directolliefasuries and Inspection
(DTI) under Finance Department.

| Audit objectives

4.6.3 With a view to evaluating the efficacy of the Dapaental machinery
in collection of revenue through non-judicial staargnd stamped papers as
well as to assess the weakness of the system eassing the entire process
of procurement, sale, registration and accountingtamped paper. A review
was conducted:

* to ascertain how demand for supply of stamps waggied & budget
estimates in respect of revenues from stamp dusypsepared,

» to ascertain whether action was taken to ensurguate supply of
stamp papers to/from various treasuries;

+ to examine flaws in the system of assessment ofiinement,
indenting, accountal of stock, sale, accountal &t proceeds etc
which could enable fraud; and

» to ascertain leakage of revenue under stamp duty.

\ Scope of Audit \

4.6.4 The review was conducted between February 2004 Jaihd 2004,
covering the period 1993-94 to 2002-03. Recordsl®R., Orissa, 42
treasuries out of 78 stamps selling treasuries 20(d DSRs (alongwith
SRs.under them) out of 30 DSRs were test checkedist®al data were
collected for five years from 1998-99 to 2002-03 assess the extent of
variation between value of stamped paper sold égstiries and those utilized
in registering offices.

\ Trend of Revenue

4.6.5 The position of estimates and actuals of revenuéeatmn under
stamp duty during last five years is given below:

34 Angul, Balasore, Bargarh, Bolangir, Bhadrak, Cutack, Dhenknal, Ganjam, Jagatsinghpur, Jajpur,
Jharsuguda, Kalahandi, Kendrapara, Keonjhar, Khurda, Mayurbhanj, Nayagarh, Phulabani, Puri
and Sambalpur.
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(Rupees in crore)

Year. Budget estimate | Actual receipts Variation Percentage of

Increase (+) shortfall
Shortfall (-)

1998-99 81.85 68.52 (-)13.33 16

1999-00 91.54 74.78 (-)16.76 18

2000-01 113.00 91.75 (-)21.25 19

2001-02 124.60 90.46 (-)34.14 27

2002-03 145.00 112.76 (-)32.24 22

It would be seen from the above that the actuakipte against budget
estimates was less in all the years and the sHoefayed between 1er cent
to 27 per cent. The IGR attributed the variation to reduced regtgon of
documents during the period 1998-99 to 2001-02r ZB®2-03 reduction in
the rate of stamp duty was stated to be the reason.

4.6.6 Forecasting, | ndenting and supply of stamps

As per the Orissa Supply and Sale of Stamps anmd#&ta papers Rules, 1990
(OSSS Rules) the Treasury Officers of district apecial treasuries shall
furnish a forecast of requirement of stamps anchgéal papers to IGR by the
31 March for the year commencing on the 1 Augusdtemding on the 31 July

of the following calendar year. In making the fasts, Treasury Officers

shall take into account the average annual consampiased on actual

consumption figures during three preceding yeadstmiance in hand on first
day of April of preceding year and also include tleguirements of Sub-

Treasuries under them. The IGR., Orissa shall seddplicate a consolidated
forecast to the Deputy Controller of Stamps, CSBsik before 15 June each
year.

It was seen during audit that no consolidated fsebad been worked out and
sent to the Deputy Controller of Stamps, CSD, Natuking 1993-94 to
2002-03 by the IGR, Orissa. The forecast receiveh fvarious treasuries and
special treasuries were sent to CSD, Nasik aftentessignature by the IGR.
In this connection it was noticed that necessacpnds regarding receipt of
forecast from treasury, their details and onwaadgmission to Nasik were not
maintained at the IGR office.

* Indenting

The OSSS Rules provide that all indenting treasfiigers who receive their
supply of stamps and stamped papers direct fronC®E, Nasik shall send
their indents in duplicate to the IGR. who shalusioize the indent, pass the
quantity and forward it to Deputy Controller of 8tas within three weeks of
receipt from the indenting officer.

During the course of audit it was noticed in thécef of the IGR that records
containing details of receipts of indents from &w@® officers and their
onward transmission to CSD, Nasik during the erpieeiod covered under
review were not available. Consequently the totamgs indented during a
particular year/period was not available with IGRabsence of these detalils,
the correctness of plus and minus memorandum/niecegsurther indents,
could not be verified/ascertained by audit.
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After this was pointed out in audit IGR stated uyJ2004 that information in

this regard would be furnished after collectingailetfrom the treasuries and
sub-treasuries. This indicates that there was ddickonitoring at the level of

IGR in the procurement of stamps and stamped papers

*  Supply, Receipt and Stocking

Stamps and stamped papers are to be supplied byrihéng press by
Railway consignment or Postal parcels. As per tliers of Government of
India of May 1988, all the States are required teate nodal points for
collection of bulk supply of stamped papers fronf I®asik and to escort
wagons carrying heavy quantity of stamps and teged papers.

Upon receipt, the Treasury officers should competk the invoices received
and take them into stock immediately. The detafisthe stamp and the
stamped papers received should be entered withtigyaamount and the
value of each denomination in the “Double Lock Resi".

In this connection audit has observed the followiggaknesses in the system.

* Non-creation of nodal points for collection of bulk supply of stamped
papers from | SP, Nasik

As per Government of India orders of May 1988,tladl States had to create
nodal points for collection of bulk supply of staeappapers from ISP, Nasik.
No such nodal points have been created in the Stadeissa and all indenting

treasuries received stamped papers directly frdPn Nasik.

As the supply of stamps and stamped papers waweecdirectly by different

treasuries and sub-treasuries, receipt was nottaredi either by DTI or by
the IGR even though there was huge mismatch betinelemt and supply as
discussed in the succeeding paragraphs.

* Mismatch between indent and receipt

Test check of records of 24 treasuries out of 8#ming treasuries revealed
that on many occasions there had been either pglgwagainst the indent or
much less than indented quantity, whereas there westances of supply
much in excess than indented quantity or supplynewéhout indent. No
comparison between indent and receipt was madkebyreasury officers and
no action was taken to bring the discrepancy beatvirdent and receipt to the
notice of IGR/DTI/ISP, Nasik. Though copy of indefbr stamped papers and
invoices received against them from the Press werg¢ to IGR/DTI by the
indenting treasuries, no action for investigating mismatch was taken by
IGR/DTI.

* Heavy stock of non-judicial stamped paper

Test check of 24 treasuries out of 34 treasurigernting stamped paper
revealed that heavy balances of non-judicial stahgagers in stock at the end
of each year as detailed below:
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(Rupees in crore)

Year. Opening Purchase Sale Closing Closing balance as
balance balance percentage of sale
1998-99 167.34 72.15 44.80 194.69 435
1999-00 194.69 30.09 57.98 166.80 288
2000-01| 166.78° 58.88 60.20 165.46 275
2001-02 165.46 40.85 59.93 146.38 244
2002-03 146.38 49.95 69.58 126.75 182

It would be seen from the above that the closingrize of stock as compared
to annual requirement varied from 1&2r cent to 435 per cent which
indicated lack of monitoring by IGR. It was furtheen that although physical
verification of stock was conducted at the end aéhemonth, the Treasury
Officers took no action to minimize the accumulatddsing balance. After
this was pointed out in audit, the treasury offsicadmitted accumulation of
huge stock and agreed to reduce the heavy stoalaipyf placing nil indents.

»  Supply through Road Transport

As per OSSS Rules, stamps are to be received twdai or by post. It was
noticed that SPP, Hyderabad was supplying stamjs stamped papers
through private trucks instead of R.R. (Rail)/Pastprescribed giving scope
for intervention/substitution enroute as discugsdtie succeeding para.

» Excessreceipt of ssamped paper against invoices

It was seen that in two distriéfsstamped papers were received in excess of
the quantity supplied by Nasik/Hyderabad Press estpeir invoices, as
detailed below:

Rupees in lakh)

Name of the Invoice No. From where Amount as Actual Excess
treasury and date received per invoice receipt

District NP/G/ORS/060| C.S.D, Nasik Road 75.00 750.00 675.0
Treasury, dated 18.8.97
Bargarh
District SPP/CINJS/994 SPP, Hyderabad 32.24 33.00 0.76
Treasury, 2000/663 dated
Angul 22.5.1999

It was further seen that when the Treasury tookhgpomatter with the ISP,
Nasik, Asst. Controller of Stamps of Nasik Presgutarized the excess value
of stamped papers by stating that the excess wasodoversight in invoicing.
This not only indicated lack of proper internal tohat ISP, Nasik but also
raised doubts against the genuineness of stampeer gince the stamped
papers were received much in excess of the indeqiedtity. When audit
enquired about the excess supply of stamped péyyetise SPP, Hyderabad,
DTO, Angul stated that the actual position wouldifténated after obtaining
reply from the Press.

35
36

Reason for less is reflected in Other irregulaties
Bargarh and Angul
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» Other irregularities

Treasury officers did not take prompt action foc@amting and disposal of
stamped papers in the following cases.

. In Jajpur district treasury, non-judicial stampedpers worth Rs.1
crore received on 13 May 1998 was taken to stoakster on
30 August 2000.

. In Puri District Treasury, non-judicial stamped pepworth Rs. 50

lakh was declared damaged on 30 December 1998. \owafter a
lapse of four years the DTI during his inspecti@tldred them fit for
sale.

. In Dhenkanal District Treasury, the opening balantenon-judicial
stamped papers as on 1 April 2001 was shown lesRshi.45 lakh
while carrying forward the balance from 1999-20R@asons for short
accountal were not investigated.

Sale of stamp and stamped papers

4.6.7 As per OSSS Rules, stamps both judicial and nditipl and whether
impressed or adhesive shall be sold to the pumaugh ex-officio or licenced
vendors. No person who has been convicted of aimainoffence involving
moral turpitude shall be granted a licence andemipinting the licence to any
person to sell stamps and stamped papers withinpteeises of any
Government office, the licencing authority shouldvariably obtain the
recommendation of the concerned head of office athmuneed for such sale.
The vendor shall submit the register of sale afngied paper to the licencing
authority or to an officer authorised by him on bishalf at the end of each
guarter of a calendar year for examination andhat énd of the year the
licensed vendor shall deposit the register withlidencing authority.

Audit scrutiny of records relating to issue of hees revealed the following.

. Licenses to six stamp vendors were granted in dajpd Puri districts
without verification of criminal background. Afténis was pointed out
in audit, the licencing authorities stated thatnimial background of the
stamp vendors will be ensured henceforth.

. Licenses were granted to two stamp vendors in distiict where the
concerned Head of the office had adversely recormertragainst
grant of new licenses. After this was pointed ouaudit, it was stated
that no comment can be offered at this stage asatbes were old.
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Non-authentication of stamped papers by the Treasyrofficers

4.6.8 As per OSSS Rules, stamps and stamped papershshsdild only at
treasury, special treasury and sub-treasuriesth&lltreasury officers/special
treasury officers, sub-treasury officers shall keoticio vendors. Hence they
are required to sign on the back of the stampedmsagt the time of sale.

During scrutiny of records of Cuttack and Puri Beg it was noticed that the
above provisions were not followed, thus, makingnpossible to differentiate
between authorised stamped papers and fake stapapeds, if any, used in
registering offices.

After this was pointed out in audit the concerneeaBury officers replied that
the provision of putting signature on the back taingped papers was being
followed from the year 2003. The detection of u$efake stamped paper
became difficult due to non-observance of presdrim@cedure.

\ Non-forwarding of list of licenced vendors

4.6.9 The OSSS Rules provides that every licencing aityhshall forward
in January of each year a list indicating the nawofelecenced vendors, their
licence numbers and the period for which each &eeis valid to the
concerned treasury.

It was noticed that list of licensed vendors wasfoovarded by the licencing

authority to the Treasury officers. As a resultagary officers had no means
of cross-verifying the authorised vendors who wemecuring stamps from a

particular treasury as mentioned in their licences.

Non reconciliation between treasury figures and Ragtration Office
figures of Stamp Duty

4.6.10 As per OSSS Rules, the sale position of stampsstmdped papers by
treasuries was received by the IGR in form of ptagjus memorandum and
also DSRs/SRs are providing annual reports on teafile of stamp duty
collected.

But no reconciliation at the level of IGR was bedane thereby loosing away
any chance of detecting transactions of fake stdnpp@er. Cross verification
of the value of stamped papers sold by treasuries3i’ districts with the
value of stamped paper registered in registerifigesf revealed that there was
difference of Rs 15.22 crore between the sale amped papers by the
treasuries and value of documents registered byethistering offices in eight
districts as detailed below:

37 Balasore, Bhadrak, Cuttack, Ganjam, Jagatsinghpu Jajpur, Jharsuguda, Kendrapara, Khurda,
Mayurbhanj, Phulabani, Puri and Sambalpur.
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(Rupees in lakh)

Name of the district Year Stamp papers sold Value of documents Excess
by treasuries registered by registering
offices
1) (2) (3) @) (5) -(4-3)

Khurda 1998-99 779 908 129
1999-00 863 1,015 152
2000-01 1,212 1,335 123
2001-02 1,144 1,290 146
2002-03 1,334 1,417 83

Total 5,332 5,965 633

Jajpur 1998-99 159 263 104
1999-00 114 201 87

2000-01 149 225 76

2001-02 148 224 76

2002-03 169 279 110

Total 739 1,192 453

Sambalpur 2000-01 207 225 18
2001-02 192 240 48

2002-03 201 286 85

Total 600 751 151

Puri 2001-02 303 362 59
2002-03 323 401 78

Total 626 763 137
Jagatsinghpur 1998-99 130 174 44
1999-00 149 162 13

Total 279 336 57
Kendrapara 1998-99 136 140 04
2001-02 163 181 18
2002-03 204 211 07

Total 503 532 29
Balasore 1998-99 390 400 10
1999-00 408 410 2
2001-02 530 544 14

2002-03 694 707 13

Total 2,022 2,061 39

Jharsuguda | 1998-99 57 80 23
Total 57 80 23
Grand Total 10,158 11,680 1,522

Since the stamped paper sold is used for bothtesgts and non-registered
documents, the difference would further increagdef value of un-registered
documents is taken into account. After this wasieal out in audit ADM,
DSRs, Treasury officer concerned stated that th#temwiill be investigated
and results thereof will be intimated to audit.

Non-submission of sale register by the stamp vender \

4.6.11 As per OSSS Rules, the stamp vendors are requirelbposit their
sale register with the licencing authority at timel ®f each year and the sale
register are required to be preserved by the liogreuthorities for 10 years.

A test check of records in Sambalpur, Jajpur, Kapdra and Jharsuguda
districts revealed that the vendors did not depibsitsale registers with the
licencing authorities. It was further noticed thia¢ Licencing authority also

failed to ensure deposit of these sale registerdahdot take necessary action
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to cancel the licence of the vendors as per canditstipulated in the licenses.

Due to the failure on the part of the Licencing &ehistering authority, the
opportunity to identify the genuineness of the \@sdwho might have sold
the fake stamped papers was lost. Government amitie fact of non-
submission of sale register by stamp vendors ireBxer 2004.

During the course of audit it was noticed that Emdors purchased
stamp papers valued at Rs.24.93 lakh from fivestreas. However, cross
verification of records of these vendors with thepies of the documents
registered in the registering offices revealed that vendors utilised stamp
papers valued at Rs.47.41 lakh. Thus there wassexadisation of stamped
papers of Rs.22.48 lakh as detailed below:

(Rupees in lakh)

District Name of the Month Stamped papers Stamped papers utilized in Excess
Vendors received from Treasury | registration of documents
Sambalpur | 1.P. Hassan Mar 01 2.10 3.63 1.53
Feb 02 0.45 1.26 0.81
Jan 03 0.63 2.07 144
2.P.L. Naik Mar 01 1.72 3.23 1.51
Feb 02 1.66 3.43 1.77
3.M.R. Behera Mar 01 3.62 4.49 0.87
Jan 03 1.04 2.48 1.44
4.G.S. Supkar Feb 02 0.78 1.83 1.05
Jan 03 0.54 1.53 0.99
5.S.N. Behera Jan 03 0.14 0.69 0.55
6.A.K. Bohidar Mar 01 1.38 2.74 1.36
Total 14.06 27.38 13.32
Jajpur 7.B.K. Mallick Feb 02 1.45 2.23 0.78
8.D.B. Pattnaik Mar 01 - 0.63 0.63
Feb 02 0.22 0.56 0.34
Jan 03 - 0.69 0.69
9.G.B. Sahu Feb 02 0.35 0.35
10.S. Sahu Feb 02 - 0.39 0.39
11.H. Khan Dec 98 0.86 1.17 0.31
Feb 02 1.27 1.74 0.47
Jan 03 1.34 2.89 1.55
Total 5.14 10.65 5,51
Kendrapara | 12. Md..A. Kadir Dec 98 0.01 0.72 0.71
Feb 02 0.28 1.04 0.76
Jan 03 0.80 2.12 1.32
13.Sk. Saffautulla | Dec 98 - 0.15 0.15
Jan 03 0.08 0.23 0.15
14. Sk. Usman Feb 02 0.85 1.02 0.17
Jan 03 0.72 0.86 0.14
Total 2.74 6.14 3.40
Jharsuguda | 15. S. Pradhan | Dec 98 2.99 3.24 0.7
Total 2.99 3.24 0.25
Grand Total 24.93 4741 22.48

Non-inspection/verification of sale register of stanp vendors

4.6.12 As per OSSS Rules, every licensed vendor shalngutheir sale
register to the Licencing authority (ADM) or to afficer authorised by him

on his behalf i.e Tahasildar, DSR, SR at the englach quarter of a calendar
year for examination.

In course of review, it was noticed in all the digs of the State, that no such
inspection had ever been conducted during the gherfiaeview either by the
Licencing authority or by the officers authorisethis indicated that the
prescribed checks under rules had not been exdrdigethe authorities
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concerned leaving the field open for malpracticesluding use of fake

stamped paper.

A test of check registers of 20 stamp vendors im digtricts revealed that the
vendors had sold stamp papers valued at Rs.54&kh3raexcess of what had
been purchased from the treasuries. The source fmbmch these were
purchased was not available in the records of vendo

(Rupees in lakh)

Name Vendors Month | Opening | Receipt Total Balance Sale of | Actual® | Excess
of the licence No. Balance | from the atthe end | stamped Sale
district treasury of the paper
by the month
Vendor
@ 2 (©) 4 ®) (6) ()] (® 9 (10)
[6)- (™)1 [(9)- (8N
Puri L. No. 20/92 Feb. 3.00 0.81 3.81 2.53 1.28 2.30 1.02
2002
L. No. 1/92 Feb 02 3.65 1.66 531 3.59 1.72 1.88 0.16
Jan 03 2.60 1.39 3.99 3.05 0.94 1.36 0.42
L. No. 2/92 Feb 02 0.45 0.23 0.68| 0.53 0.15 2.0 931.
L. No.-26/94 Jan. 03 2.00 2.40 4.4Q 1.81 2.5 2.8p 0.23
L. No.-35/99 Jan. 03 0.18 0.02 0.20 0.17 0.0 0.48 0.40
L. No.-23/93 Jan.03 1.19 0.13 1.32 1.18 0.14 048 290
Khurda | L. No. 2/95 Mar 01 0.27 5.81 6.08 0.20 5.88| 7.66 781.
L. No. 3/96 Dec 98 2.16 0.78 2.94 1.36 1.58 2.64 1.06
Mar 01 4.02 3.30 7.32 5.53 1.79 3.38 1.59
Jan 03 0.34 0.55 0.89 0.44 0.45 0.88 0.43
L. No. 4/92 Dec 98 0.81 4.16 4.97 1.25 3.72 8.88 5.16
Mar 01 1.24 8.13 9.37 1.33 8.04 11.78 3.74
L. No.- 6/94 Dec 98 6.17 8.70 14.87 5.68 9.19 9.50 0.31
Nov 99 2.69 3.66 6.35 0.57 5.78 6.22 0.44
Mar 01 0.77 11.45 12.22 1.25 10.97 12.49 1.52
Feb 02 0.17 6.62 6.79 0.65 6.14 6.96 0.82
Jan 03 1.58 6.11 7.69 0.51 7.18 7.51 0.33
L. No.-32/92 Dec 98 0.90 1.60 2.50 0.55 1.95 13.32 11.37
Nov 99 1.32 1.32 2.64 1.16 1.48 3.25 1.77
Mar 01 0.13 5.30 5.43 0.31 5.12 9.01 3.89
L No.- 32/92B Nov 99 1.32 2.24 3.56 1.16 2.40 4.18 1.78
Mar 01 0.45 8.83 9.28 0.30 8.98 9.36 0.38
L. No.-14/92 Dec 98 0.12 0.90 1.02 0.01 1.01 1.64 0.63
Mar 01 7.60 1.37 8.97 8.42 0.55 1.06 0.51
Feb 02 6.93 0.01 6.94 6.42 0.52 1.21 0.69
L. No. 4/97 Dec 98 231 3.21 5.52 2.10 3.42 5.03 1.61
Nov 99 2.75 1.22 3.97 3.22 0.75 1.38 0.63
Jan 03 0.30 1.74 2.04 1.15 0.89 2.26 1.37
L. No. 12/92 Feb 02 0.01 2.62 2.63 0.23 2.40 3.19 0.79
Jan 03 0.97 3.22 4.19 1.02 3.17 4.35 1.18
L.No.33/92 Dec 98 3.22 3.39 6.61 1.40 5.21 6.09 0.88
Nov 99 1.59 0.95 2.54 2.18 0.36 0.71 0.35
L. No. 1/92 Nov 99 1.23 1.14 2.37 1.69 0.68 0.91 0.23
Mar 01 3.99 5.92 9.91 3.31 6.60 8.41 1.81
L. No 22/92 Mar 01 0.07 2.86 2.93 0.39 2.54 3.15 0.61
L.No.2/97 Mar 01 0.19 2.46 2.65 1.14 151 1.86 0.35
Feb 02 0.48 0.25 0.73 0.69 0.04 0.85 0.81
L.N0.3/95 Jan 03 0.39 1.50 1.89 0.65 1.24 2.1 60.8
Total 69.56 117.96 187.52 69.13 118.39 172.52 54.13
38 Actual sale based on the sale value of stamppdper used in registration supplied by the vendor

during the month, excluding stamped paper sold durig the month but not registered during the

same month.
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After this was pointed out by audit, the Governmadmitted the fact of non-
submission and non-inspection of sale registeth@fvendors and instructed
all registering authorities to follow the provisiohinspection of sale registers.
However, final reply relating to excess utilisatioh the stamps was not
received (December 2004).

Collection of stamp duty through franking machine

4.6.13 The Orissa Stamp Rules, 1952 were amended videti®aw#ification
of June 1998 providing for use of stamping or patiog machine including
franking machine for making impressions on instrataechargeable with
duties to indicate payment of duty payable on sustruments and when so
authorised any such impression on an instrumeril Istnize the same effect as
if the duty of an amount equal to the amount inigidan the impression has
been paid in respect of and such payment has bedinaied on, such
instruments by means of stamps.

Test check of records relating to collection of gpaDuty (SD through
franking machine) revealed that although the ofdeinstallation of franking
machine was issued in June 1998, the machines actually installed in
September 1999. Since then franking machines haen linstalled in 85
registering offices. However, the objectives forieththe franking machine
was introduced, like to check the use of fake stunpapers, avoidance of
artificial scarcity, break the monopoly of licenseehdors etc. have not been
achieved because the use of franking machine @iyhiour to 10per cent of
the total stamp duty collected as detailed below.

(Rupees in Crore)

Year. Name of the DSR Total SD realised SD realised through Percentage of
franking franking SD

Cuttack 2.64 0.12 4.54
Puri 1.65 0.10 6.06

2000-01
Balasore 2.38 0.16 6.72
Kendrapara 0.50 0.04 8.00
Kendrapara 0.59 0.04 6.77
Balasore 2.62 0.17 6.48

2001-02 75 176 0.12 6.81
Cuttack 241 0.17 7.05
Kendrapara 0.66 0.03 4.54
Puri 1.96 0.15 7.65

2002-03
Balasore 3.87 0.31 8.01
Cuttack 5.96 0.62 10.40

Also in some SRs like Pipili, Balipatna, Kholikaaed Kabisuryanagar the use
of franking machines were negligible. Moreover, tise of franking machine
has not been made mandatory.

After this was pointed out, the IGR stated that duenon-acceptability by
public the percentage of use of franking machins veay low.
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\ Discrepancy in reporting by DSRs

4.6.14 Annual reports compiled on the basis of basic @xdike fees books,

rough drafts etc. in DSRs offices are sent to I@Rest check of records in

Cuttack, Balasore and Angul DSR offices revealetrgpancies between the
actual value of stamped papers utilized in redistnaof documents and the
figures of stamp duty reported to IGR/Governmendetsiled below:

(Rupees in crore)

Name of the DSR Year Reported figure to Actual figure Difference
IGR

D.S.R, Cuttack 2000-01 2.49 2.52 (-) 0.03
2001-02 2.18 2.24 (-) 0.06
2002-03 5.08 5.34 (-)0.26

D.S.R, Balasore 1999-2000 1.74 1.83 (-) 0.09
2000-01 2.31 2.22 (+) 0.09
2002-03 3.45 3.56 (-0.11

D.S.R, Angul 1998-99 0.84 0.87 (-) 0.03
1999-2000 0.90 0.88 (+) 0.02
2000-01 1.50 1.47 (+) 0.03
2001-02 1.79 1.50 (+) 0.29
2002-03 2.53 2.38 (+) 0.15

After this was pointed out in audit, the DSRs cong&d the discrepancy and
accepted the actual figures as worked out by audiis indicates that
reporting mechanism is faulty and there is no ck@s#ication/reconciliation
by the IGR.

\ Unregistered documents

4.6.15 The Indian Registration Act, 1908 provides foriopal registration of
certain specified documents. There is no checkitgyal control in respect
of sale of stamped papers for unregistered docwsnéithough this is a
potential area, IGR, as the Superintendent of Stadqges not exercise any
check in the case of unregistered documents. Innlachecks are prescribed
in the rules on documents which are to be regidteptionally. As a result use
of fake stamps/loss of duty in such cases cannauleel out as noticed in
audit during checking of records of Life InsuranCerporation (LIC). The
Central office of LIC of India had issued instruets in March 2001 to
procure insurance policy stamps from the treasaly.o

Despite the above directive it was noticed thatlth@ Divisional Offices at

Sambalpur, Berhampur and Cuttack purchased insergraicy stamp
amounting to Rs.4.45 crore during 1994-95 to 208Z0m the following

stamp vendors operating outside the state of Origsah includes stamps
worth Rs.2.61 crore purchased after March 2001.

(Rupees in crore)

Sl. No. Name of the Vendors Amount
Stampex India, Jamshedpur 3.32
R.K. Chandra, Calcutta. 1.03
3. Amol Enterprises, Pune 0.10
Total : 4.45
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A review of the records at the LIC divisional o#fi revealed following
irregularities.

LIC purchased stamps of Rs.3.32 crore from Stam(pedia), Jamshedpur

during the period 1996-97 to 2002-03. But licencenher/copy of licence,

were not produced in favour of Stampex (India)heatLIC produced copies
of licences in favour of two individuals who weraid to be the partners of
Stampex. It was further revealed that no licenceséde of stamps was issued
in favour of Stampex India (Jamshedpur) by the Deollector, Stamps,

Jamshedpur. Thus it was evident that stamps wosl8.B2 crore were

purchased from un-authorised vendor.

Insurance stamps worth Rs. 1.13 crore was purchHasétC, Berhampur and
Cuttack Division from R.K. Chandra, Calcutta and éniEnterprises, Pune.
But neither licence number nor copy of licence wesduced in favour of the
above two vendors. As such, the genuineness ofvéimelor could not be
verified in audit.

A cross check of treasury records for the last frears at District Treasury
Office, Bhubaneswar, Cuttack, Berhampur (Speciab$ury) and Sambalpur
revealed that their respective LIC Divisional Odéfsc procured insurance
stamps from out-station vendors despite the faadtsbtamps were available in
the concerned treasuries as detailed below.

(Rupees in crore)

Year. Amount of insurance | Availability of insurance stamps in Bhubaneswar, Cttack, Sambalpur and

stamps procured Berhampur Treasuries

from out-station

vendors/parties Cuttack Bhubaneswar Berhampur Sambalpur Total
1998-99 0.21 0.64 6.05 0.51 0.38 7.58
1999-00 0.19 0.33 5.94 0.33 0.19 6.79
2000-01 0.95 2.14 6.80 0.24 0.08 9,26
2001-02 1.44 2.06 6.76 0.23 0.08 9.13
2002-03 1.16 1.84 5.95 0.23 0.12 8.14

This indicated that LIC did not make sincere eBorb procure insurance
stamps from treasuries within the State.

Recommendations

4.6.16 The State Government may consider taking follovateps to plug the
shortcomings/deficiencies in the procurement, salgstration of stamps.

. IGR being the Superintendent of Stamps should foncas central
nodal agency for monitoring all activities relatitmgprocurement, sale,
utilisation and accounting of stamp and stampedefmajps well as
regular reconciliation with stamped papers regestein registering
offices should be got done. IGR should also enswerdination
between different functionaries like Licencing aurity, Treasury
officers and Registering officers.
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. The use of franking machine for impressed stampyg b® made
mandatory particularly in case of instruments whialke to be
registered compulsorily under Indian Registratiar,A908.

. The shape, size and look of the impression gerterhye franking
machine which, at present, looks like a small dolstanking stamp
may be modified to look similar to the printed spad papers to
enhance their public acceptance.

. Collection of stamp duty through other Governmegereties like post
office or banks may be considered.

. Inspection of vendor’'s accounts as prescribed rhbastonducted by
the appropriate authority. Licencing authoritygistering authority
and revenue authority should be made responsiblenfplapse on this
account.

. Necessary amendments to Acts/Rules may be condiderearrying
out checks on payment of stamp duty in respechstfuments whose
registration is optional under the Registration.Act

. After this was pointed out between April 2004 andgAst 2004, the
Government stated in December 2004 that instrustaere being
issued for use of franking machines by the redistmaoffices and for
wide publication for such franking of non judicetmps without any
extra cost. It also stated that suitable amendm&otdd be made in
the provisions of Acts/Rules for payment of stamptyd and
registration fees in shape of bank drafts/challans.

4.7  Short realisation of stamp duty

The IGR issued guidelines (September 1993) forrdetation of value of
land. The highest sale price of a land duringléisé three years preceding the
year of execution should be taken as value of |&md the purpose
of levy of stamp duty and registration fees. In tS8epper 2002,
Government modified the referability under Sect®f(A) of Indian Stamp
Act, 1899 (IS Act), according to which the higheste sale instance of land
preceding the month in which the document in gqoesis presented for
registration will be taken into consideration. V¢hduch highest sale is taken,
care has to be taken that value of comparableddjatently located, is taken
into consideration. For the purpose of proper amathe SR/DSR are
required to be provided with copy of the finallybtished village maps and
Records of Right (ROR) as per IGR, Orissa circafalovember 1993. In the
absence of any documentary evidence to verify vafube adjacent plots, the
Registering Officers should go for the highest galee of land during the last
three years preceding either the year of execudrothe month of execution
for the purpose of levy of stamp duty and regigirafees.
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A test check of records in 18 Offi¢@gevealed that 860 documents were
registered between 2001 and 2003 at a lower rat®mpared to the highest

sale value of land. No reference was made to llagaps, RORs and
valuation register for proper valuation of docunsernthus violation of IGR

guidelines/Government orders

resulted

in undery@ioa of

land and

consequent short levy of stamp duty and regismaiges of Rs.1.43 crore. A
few instances are given below:-
A. Non-adherence to I.G.R. guidelines

(Rupees in lakh)

Docum- Area Consideration | Consideration Stamp | Registration Differential Total
ent No/ (@in money as per | money as per duty fee leviable Stamp Duty/ short
Date Acre) Gout. document | leviable Levied Differential levy
notification Levied Registration Fees
S.R, Basudevpur
Referral Doc No. 2091/2000 Ac.0.5/8, Rs.21,875. Kiséa-2, Rate/Acre- Rs.35,00,000
6.78
161 6.95 0.83 A a1
19.1.02 1.19 4.65 1.05 017 0.02 0.81 7.59
734 181 0.22 1.76 1.97
2.4.02 031 10.85 0.30 0.05 0.01 0.21
SR, Sohella
Referral Doc. N0.1165/28.5.2001, Ac0.05, Rs.50,608am-Aa.u, Rate/Acre - Rs.10,00,000
1669 0.96 0.18 0.90
19.7. 02 0.09 9.00 0.54 0.06 0.01 0.17 .07
1668 1.17 0.21 1.06 1.25
19.7.02 1.05 10.96 1.08 0.11 0.02 0.19
SR, Khandapara
Referral Doc. N0.1103/ 9. 5. 01, Ac.0.09 - Rs.30,008am- Sa-do-2, Rate/Acre - Rs.3,33,333
1319 0.76 0.10 0.60
22.6.02 1.56 520 1.09 0.16 0.01 0.09 069
B. Non-adherence to Government order of 2002
SR, Khandagiri
Referral Doc. N0.2046/29.4.02 Ac.0.180 Rs.12,00Ki3@am-GB-2 (Rate/Acre 66,67,000)
4277 0.85 0.09 0.44
710.02 0.072 4.80 2.30 041 0.04 005 0.49
SR, Basudevpur
Referral Doc. N0.2179/10.7.02 Ac0.11, Rs.19,25@KisSa-1 (Rate/Acre Rs.17,50,000)
2967 0.53 0.09 0.38
28.1202| 2% 4.99 - 0.15 0.02 0.07 0.45
SR, Jaipatna
Referral 1359/21.9.02 Ac.0.03 Rs.13,500 Kisam- mist.(Rate/Acre Rs.4,50,000)
1508 0.48 0.09 0.42
12.12.02 1.000 450 0.56 0.06 0.01 0.08 0.50

After the omission was pointed out between July2286d December 2003,
the IGR, Orissa intimated in May 2004 that in 19%as action has been
initiated for realisation of deficit amount of stanauty. Further progress
made has not been received (December 2004).

The matter was referred to Government in April 2G04ir reply was awaited
(December 2004).

39

Khandapara, Lakhanpur, Loisinga, Madanpur Rampur, Nayagarh, Nuapara, Odogaon, Paikmal,

Sohella and Titlagarh.

Basudevpur, Balikuda, Bhatli, Dharmagarh, Hatadiha, &ipatna, Keonjhar, Khandagiri,
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4.8 Short-realisation of Stamp Duty and Registratio Fees due tg
change of Kisam of land

The Indian Stamp Act, 1899, provides that facts eincimstances should be
fully and truly set forth in the instruments pretszhbefore the Registering
Officer for assessment of stamp duty and regisimatees. Any person, who
intends to defraud Government, shall be punishabte fine, which may
extend up to five thousand rupees. He shall alstiatée to pay the deficit
amount of stamp duty and registration fees.

Cross verification of records maintained in thre8BRE® and 27 SR with
those of concerned Tahasil Offices revealed thatami of land in 397
documents was incorrectly set forth in the docuseagistered. These were
undervalued due to change in kisam of land, wheslulted in short realisation
of stamp duty and registration fees of Rs.65.5@.l1dk addition, a fine of
Rs.19.85 lakh was also leviable.

After this was pointed out between April 2002 anarbh 2004, the DSRs
agreed to realise the deficit stamp duty and nedien fees after verifying the
documents. Further reply was awaited (December)2004

The matter was brought to the notice of IGR/Govexntiin April 2004. The
IGR, Orissa stated in May 2004 that instructionsenissued for verification
of 100per cent ROR. Further it was stated that in 264 out of 883es, action
was initiated for realisation of the deficit amounf stamp duty and
registration fees.

4.9 Irregular exemption of stamp duty and registraton fees

Under Orissa Development Authority (ODA) Act, 198® duty shall be
imposed on any deed of transfer of immovable prypather by or in favour
of the authority. Stamp duty and registration feball be payable in other
cases.

4.9.1 Scrutiny of records of DSR, Cuttack revealed tfad@2cuments were
executed involving consideration money of Rs.1.8&e& These documents
were executed for transfer of buildings by a builtte individual allottees.

Exclusive right over the plot of land was given thg Cuttack Development
Authority to the builder. Hence, the building causted belong to builder.
Thus, the documents were eligible to stamp duty asgistration fees.

However, the Registering Authority incorrectly alled the exemption

resulting in loss of revenue of Rs.22.72 lakh onoaat of stamp duty and
registration fees.

40 DSR- Bhadrak, Jagatsinghpur and Nayagarh.

41 SR- Bari, Basudevpur, Bonth, Barapalli, BanapurBheden, Barchana, Buguda, Ballikuda, Jaleswar,
Khaira, Khandapara, Kujanga, Khandagiri, Khurda, Ma hanga, Mansada, Padamapur, Paikamala,
Raghunathpur, Rasgobindapur, Ranapur, Salipur, Sohiéa, Soro, Tirtol and Tigiria.
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After this was pointed out in audit in April 200RSR, Cuttack accepted in
February 2004 the audit observations and reopdreddse for realisation of
deficit stamp duty and registration fees.

The matter was referred to IGR/Government in Apoi04. The IGR stated
in June 2004 that all the deeds were processetevgrof the deficit stamp
duty and registration fees. Further reply was adfDecember 2004).

4.9.2 As per Government order of July 1994, read wittieorof December
1997, stamp duty and registration fees is exemptater different IPR and
remission of stamp duty is allowed in full in resp®f deed executed for
transfer of Industrial units to a new owner/managetunder the provision of
State Financial Corporation Act, 1951.

During the course of audit of DSR Cuttack, it wasiced that while executing
a sale deed there was no mention of the fact &anafer of the industry to a
new owner/management. However, the DSR incorremtgmpted the deed
valued at Rs 1.41 crore from payment of stamp duaty registration fees. In
another case, it was noticed that a deed registareter IPR was not
supported by the recommendation of the General Btmaf the district that
was necessary for claiming exemption from paymenstamp duty and
registration fees. But DSR while registering thecwoent incorrectly
exempted the deed valued at Rs 0.11 crore from ealwf stamp duty and
registration fees. Thus incorrect exemption in ¢hego cases resulted in short
realisation of government dues of Rs.20.11 lakh.

After this was pointed out in audit in June 200%R) Cuttack accepted in
February 2004 the audit observations and reopdmeddse for realisation of
deficit stamp duty and registration fees.

The mater was referred to IGR/Government in AppiD2 The IGR stated in
May 2004 that the cases were initiated to realisécitl stamp duty and
registration fees and DSR, Cuttack was directethgtitute certificate cases
against the lessees.
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| CHAPTER-V: STATE EXCISE |

5.1 Results of Audit

Test check of records in the offices of the Exa®d@mmissioner, Deputy
Commissioners of Excise and Superintendents of sExconducted during
2003-2004 revealed non/short realisation and ldssewenue amounting to
Rs.52.86 crore in 757 cases which may broadly begoased as under:

(Rupees in crore)

Sl. Category No. of cases| Amount
No.
1 | Non/short realisation of duty/licence 632 41.77
fee
2 | Other irregularities 63 10.01
3 | Loss of revenue due to delay 62 1.08
granting, issue of licence
Total 757 52.86

During the course of the year 2003-2004, the Depamt accepted under-
assessment etc. of duty amounting to Rs.5.24 @noB22 cases out of which
Rs.1.53 crore in 72 cases were pointed out in Audit2003-04. The

Department had recovered Rs.1.95 crore in 138 daskgling Rs.1.53 crore
in 72 cases of 2003-04.

A few illustrative cases highlighting important d@udbservations involving
Rs.45.15 crore are discussed in the following paratus.
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5.2  Short-realisation of Excise duty due to applidion of

incorrect rates

As per the Excise Policy of Government of Orissegige Department for the
year 2001-02 and 2002-03, the rate of excise dutywbisky made from
imported base was Rs.200 per London Proof Litrd_flvhile the excise duty
of same brand of other India made whisky was atdte of Rs.90 per LPL for
2001-02 and Rs.120 and Rs.92 per LPL for 2002-@RsSax is also leviable
on excise duty.

During the audit of records of Superintendent ofig&, Khurda it was noticed
that M/s. Orissa State Beverages Corporation (OSB@pcured
24,68,099.5398 LPL of whisky made from importedebtsm manufacturers
during the years 2001-02 and 2002-03. The Corporawvas liable to pay
excise duty at the rate of Rs.200 per LPL. Howeggcise duty was paid at
lower rates applicable to whisky manufactured fron-imported base
whisky. This resulted in short levy of excise dafyRs.25.82 crore as detailed
below:

Year Cases of IMFL Qty in LPL Differential duty realisable (Rs) Total duty
procured 200-90 200-120 200-92 (Rs.)
@110/- @80/- @108/-
2001-02 1,53,265.8327 10,16,848.7042 11,18,53,357 - - 11,18,53,357
2002-03 2,19,308.7802 14,51,250.8356 - 2,95,64,957.1,68,22,398 14,63,87,355
Total 3,72,574.6129 24,68,099.539 11,18,53,352,95,64,957 11,68,22,398 25,82,40,712
Say Rs.25.82 crore

In addition, there was loss of Rs.5.68 crore towasdles tax including
surcharge on excise duty of Rs.25.82 crore.

After this was pointed out in audit in August 20@&perintendent of Excise
stated in August 2003 that the matter was broughthé notice of Excise
Commissioner, Orissa/ Government in September 200&re was failure to
levy duty at the applicable rate although the IsfBekgistered by the Excise
Commissioner, Orissa and affixed on the bottlesr deatimony of the
imported base and the clear provision in the Exeislecy of the Government.

The matter was reported to Excise Commissioner/e@owuent of Orissa in
February 2004; the Excise Commissioner in Augus042(noved the
Government for clarification. Further reply was #ed (December 2004).

42 Royal Stag Deluxe Whisky, Blender's Pride Whigk Oaken Glow Whisky, Signature Whisky, 8 PM
Whisky, Aristocrat Black Whisky, Bagpiper Gold Premium Whisky, Bagpiper Whisky, Mc Dowell’'s
Diplomat Whisky, No.1 Mc Dowell Whisky, Imperial Blue Whisky, Mc Dowell's No.1 Reserve

Whisky, Black and Gold Rare Whisky, Royal ChallengéNhisky, White hall classic Deluxe Whisky

and Royal Arms Real Whisky.
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5.3 Non-realisation of excise duty on short drawn 13Q \

As per the Orissa Excise (Exclusive Privilege) kpreLiquor (Amendment)
Rules 1998, every licensee of India-made foreigmdr (IMFL)/Beer shall
guarantee the sale of minimum guaranteed quamiity@) of foreign liquor
as fixed by the Excise Commissioner, Orissa, bebbtaining the licences. In
case of default, the excise duty to the extent eficd amount shall be
collected with the licence fee of the succeedingitm& In case of further
deficit, the amount will be collected at the endtloé year with 1(per cent
fine on the deficit amount or as arrear of lancereie under the provisions of
Orissa Public Demands Recovery (OPDR) Act, 1962.

Test check of records of eidftDistrict Excise Offices revealed between
July 1998 and December 2003 that demand of Rs@®®@ was raised at the
instance of audit against 136 licensees towardsextuty and fine for default
in drawing MGQ of IMFL and beer from April 1998 tdarch 2001. No
action was taken by the Superintendents of Exaseetover the same as
arrears of land revenue. This resulted in non-a#ah of excise duty of
Rs.8.90 crore as detailed below:

(Rupees in crore

Sl. Year No. of cases| Excise duty | Fine at 10per cent of Total
No. ED
1. 1998-99 50 2.48 0.25 2.73
2. 1999-00 49 3.12 0.31 3.43
3. 2000-01 37 2.49 0.25 2.74
Total 136 8.09 0.81 8.90

After this was pointed out in audit between May 2@hd October 2003, the
Excise Commissioner, Orissa stated in August 20tat excise duty of
Rs.14.44 lakh and Rs.0.74 lakh have been realisegspect of Jagatsinghpur
and Keonjhar districts. In other districts, redisawas under process. Further
action taken has not been received (December 2004).

The matter was referred to Government in March 2@bdir reply had not
been received (December 2004).

5.4  Non-realisation of Excise duty at enhanced rate

Government of Orissa vide their Notification of Mhr 2002 revised the
excise duty on IMFL and beer with effect from 1 A002. The rate of
excise duty of beer was revised from Rs.10 to RpeidBL while the rate of
IMFL was revised from Rs.90 to Rs.120 per LPL watffiect from 1 April
2002. As per provision of above notification thecieg duty recovered by a
unit in excess of the duty paid by him at the tioig@urchase is required to be
deposited into the Government account.

43 Balasore, Cuttack, Dhenkanal, Jagatsinghpur, Korput, Nayagarh, Sundargarh and Keonjhar
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Test check of records of Superintendent of Exciskurda revealed in

July 2003 that the closing stock of beer and IMELoa 31 March 2002 in

respect of six depots of the OSBC was 89,23,010aBd 31,76,547 LPL

respectively which was procured on pre-paymentuty @t the rate of Rs.10
per BL and Rs.90 per LPL. The Corporation colldatecise duty from the

retailer licensees of the state at the enhancedbatt deposited only Rs. 1.4
crore towards excise duty as against Rs.4.83 cmrieh should have been
deposited. Demand for the differential duty of R&33crore was neither raised
by the Superintendent of Excise nor was it paidheyCorporation.

After this was pointed out in audit in August 20@&iperintendent of Excise,
Khurda accepted audit observation and raised theadd of Rs.3.43 crore in
August 2003 and further stated in December 2008 Rs0.11 crore was
realised. Report on recovery has not been recédedember 2004).

The matter was reported to Excise Commissioner/@ovent of Orissa in
November 2003; their replies were awaited (Decer2bén).

5.5 Loss of revenue due to temporary closure of dikery \

Under the provisions of Bihar and Orissa Excise, A&15, (OE Act) the
authority who granted exclusive privilege, licenpermit or pass under the
Act may cancel or suspend it. It is judicially Hélthat the State Government
being the exclusive owner of those privileges, goever to suspend any
exclusive privilege granted under Section 22 of Aleg finally rests with the
State Government. Further, as per the executiveuton of May 1973 from
Excise Commissioner to all Collectors, no canceliabr suspension of any
license granted for any exclusive privilege shalhade without obtaining
prior orders of Government.

During the test check of records of Superintendéfixcise, Dhenknal, it was
noticed that a shortage of 37,539.2 LPL of redifspirit was detected by the
Excise Department on 31 December 2002. The Excisenndssioner

suspended the production of the distillery fromC3cember 2002 though no
orders from the Government were obtained. In theamtime, the

Superintendent of Excise, Dhenknal raised a denwdri®s.45 lakh towards
excise dues for this shortages and the case wdstsethe Government.
However, the Government did not approve the prdpasd directed the

Excise Commissioner on 10 February 2003 to allevdistillery to resume its
production on payment of Rs.10 lakh and take fidatision within three

months. The distillery restarted its production b February 2003 after
paying Rs.10 lakh. Since then the case has beedinme with the Excise

Commissioner. Consequently, the demand of Rsi@bad#ter adjusting Rs.10
lakh paid by the distillery remained unrealised.

The matter was reported to Excise Commissioner/@owent in March 2004;
their reply was awaited (December 2004).

44 State of Orissa Vrs. Harinarayan Jaiswal OJC N®3/73 and AIR 1972-SC-1816.
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5.6 Loss of revenue due to delay/non confirmationfdMFL Off

Shops

Under OE Act read with rules made thereunder liesrier the whole sale or
retail vend of intoxicants may be granted for efwhncial year. Government
of Orissa in their Excise Policy for 2002-2003 diedl in March 2002 that all
the IMFL off shops that remained unsettled wouldsk#led afresh through
process of auction followed by tender and negatmtiIn case the
bid/negotiated amount does not reach the reserie,pconfirmation of

Government may be obtained for settlement of vend.

Test check of records of three Excise Superintesdéetween June 2003 and
December 2003 revealed that after provisional eseght in auction sale,
proposal for confirmation of 14 IMFL off shops wesent to Government in
2002-03. Out of 14 IMFL off shops, two off shopsArigul district were not
confirmed by the Government, while 10 IMFL off slsopf Sambalpur district
were confirmed on 21 June 2002 after a lapse ald®& and two IMFL off
shops of Rayagada district on 5 September 2002 afiapse of 73 days. Due
to non-confirmation and delay in confirmation, reve of Rs.45.45 lakh was
foregone in shape of licence fee and MGQ duty. W festances are given
below:

(Amount in rupees)

Sl. Name of the shop Date of Date of Date of Time taken Loss of
No. provisional submission | approval by revenue.
settlement to Government
Government
1. Talcher-1l Angul | 24.9.2002 | 24.9.2002 Not - 16,29,936
district. approved
2. Badakera Angul | 6.6.2002 6.6.2002 Not - 6,56,208
district. approved
3. Ramanguda 24.6.2002 24.6.2002 5.9.2002 73 days 1,64,865
Rayagada district
4. 10 shops of 23.5.2002 23.5.2002 21.6.2002 28 days 13,17,811
Sambalpur
district

The matter was reported to Government in March 2QBdir reply was
awaited (December 2004).

57 Loss of revenue

Excise policies indicating the levy of the exciseesd are prescribed by the
Government of Orissa. The Board of Revenue is erepedvto make/amend
the rules for carrying out policies. The notificatiis issued by the Excise
Commissioner by the order of the Board of Revenue.

Government of Orissa, Excise Department on 1 Au@@€?2 modified the

Excise Policy for the year 2002-2003 to includenéfasise fee of Rs. two per
BL of beer produced by any manufacturing companyweler the Board of
Revenue, Orissa issued notification amending thards Excise Rules 1965
for levy of franchise fee on beer only on 16 Seften2002. Delay in issue of
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notification to levy franchise fee on beer resultedloss of revenue of
Rs.27.51 lakh on 13,75,420.800 BL of beer produmed unit of East Coast
Breweries during 1 August 2002 to 15 September 2002

The matter was referred to Excise Commissioner/eBoment of Orissa in
February 2004; their replies were awaited (Decer2béu).

5.8  Short realisation of transport fee on mohua flwer

As per Orissa Excise Mohua Flower Rules, 1976 asnaled in June 2000,
rate of fee in respect of a transit pass for trartsgy mohua flower within the
State shall be Rs.10 per quintal payable prioh¢ogrant of the pass.

Test check of records of eight District Excise €#8° in June-December
2003 revealed that pass fees were not collected farigrant of transport pass
for transporting mohua flower. For manufacture ofstill liquor, 270 outstill
liquor licensees procured 1,31,774.33 quintals ohua flower in the year
2002-2003 on which transport fee of only Rs.0.5Rhlavas collected as
against Rs.13.18 lakh due. No demand to realiseb#tieance amount was
raised which resulted in short realisation of tposfee of Rs.12.66 lakh.

After this was pointed out between June and Aug@803 fouf®
Superintendents of Excise, stated between JuneAagdst 2003 that they
would take action to raise demand and realise th&anbe amount.
Superintendent of Excise, Bargarh stated in A@D2that Rs.3.15 lakh was
realised and Superintendent of Excise, Bolangitedtan October 2003 that
demand was raised. Further reply was awaited (Deee@004).

Superintendent of Excise, Kalahandi stated in Dden2003 that since the
licensees had themselves collected mohua floweds stared them for
distillation of O.S. liquor, no transport fee wasvibble. The reply is not
tenable since the licensees procured mohua flowewvadid permits. Non-
realisation of pass fee prior to grant of transispindicated non-adherence to
the Acts/Rules. Excise Commissioner, Orissa comirthat Superintendents
of Excise, Gajapati and Nuapada realised Rs.0.R6 #nd Rs.0.92 lakh in
August 2004 respectively.

The matter was referred to Government in March42Q@eir reply was
awaited (December 2004).

45 Bargarh, Sonepur, Bolangir, Nuapada, SundargarhGajapati, Phulbani, Kalahandi.
46 Nuapada, Sonepur, Sundargarh and Bolangir
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5.9 Loss of revenue due to non-affixing of Excisedhesive Labels\

Under the Bihar and Orissa Excise Act, 1915 andsruhade there under,
Excise Adhesive Labels (EALs) shall be affixed oacle bottle/can of

IMFL/Beer and on each pouch/container of countiyitsp-urther, the OSBC

should ensure that no bottle/can is received fratside the State without
affixture of EALs. The Board of Revenue, Orissasprébed a fee of Re.0.20
paise for each EAL to be charged for each bottreiaaspective of size from
the manufacturer.

Test check of records in District Excise Office tauk revealed in September
2003 that 53,24,676 bottles of beer were importe@5BC depot Manguli
during the year 2002-2003 from out side the Statbowt affixture of EALs
causing a loss of revenue of Rs.10.65 lakh to tne@ment.

The matter was reported to Excise Commissioner/ e@uaent in
March 2004, their replies were awaited (Decemb&420
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[ CHAPTER- VI : FOREST RECEIPTS ]

6.1 Results of Audit

Test check of records maintained in various Fdp@gsions conducted during
the year 2003-2004 revealed non/short levy of @ggerdoss of revenue etc. of
Rs.33.51 crore in 3,877 cases, which may broadlyabegorised as under:

(Rupees in crore)

Sl. No. Category No. of cases Amount
1 Loss of revenue due to short 193 11.83
delivery/shortage of forest produce
2 Non/short levy of interest on belated 1,444 9.96
payment of royalty
3 Non-realisation of royalty 75 9.53
4 Other Irregularities 2,165 2.19
Total 3,877 33.51

During the course of the year 2003-04, the Departnaecepted under-
assessment etc. of Rs.4.84 crore in 1,991 casesf athich Rs.1.76 crore in
1,934 cases had been pointed out in audit in 2@03-®f these, the
Department recovered only Rs.0.15 crore in sixsase

A few illustrative cases highlighting important @udbservations involving
Rs.29.78 crore are discussed in the following paratus.
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6.2 Loss of revenue due to non working of Bamboo gpes

Under the provisions of Orissa Forest Produce (@bwf Trade) Act, 1981
the Orissa Forest Development Corporation Limité2FDC) had been
appointed as the agent for extraction of and tradeamboo with effect from
1 October 1988 in the state of Orissa, on paymépucchase price as fixed
by the Government from year to year. The agentthaxtract bamboo from
Government forests and pay royalty to the Goverriroarthe basis of annual
agreement executed as provided under Orissa Fpreduce (Control of
Trade) Rules, 1983. The annual working (extractiminbamboo is regulated
as per prescription of working plan approved by $&wwator of Forests
(Central) to ensure scientific management of forélse bamboo coupes are to
be operated in a cycle of four years.

Test check of records of Principal Chief Consemvaib Forests (PCCF),
Orissa in January 2004 revealed that last oper&ioextraction of bamboo in
different coupes was done in 1998-99 in 23 divisiand the next operation
was due in 2002-03. A perusal of the records rexk#iat the coupes of 21
divisions were not operated at all while two dioiss were operated partly.
This resulted in loss of bamboo production of 181,70 sale units (SU)
valued at Rs 11.23 crore based on the average ¢chopeyears’ production in
the shape of royalty.

After this was pointed out in audit in January 20PLCF stated in August
2004 that the extraction could not be done dueadt-approval of working
plans in 14 divisions, while in nine divisions tbperations were suspended
due to revocation of working plans by Governmeninaia. The reply was not
tenable as the Government of India in pursuancgupireme Court orders of
September 2000 had directed the state Governmeitouember 2000 to
furnish particulars regarding the forest area toMoeked/regenerated within
four weeks which was not furnished by the Statee Tovernment of India
vide order of January 2002 reiterated to furnisé hformation within 30
days, non-submission of which would result in reatamn of working plans.
State Government furnished the information in Aud2@03 after suspension
of working plans in October 2002 by Governmentrafid. Thus delay on the
part of the state Government in sending the inféiomaresulted in revocation
of working plans and consequential loss of revesfugs.11.23 crore.

The matter was reported to Government (March 200®jir reply had not
been received (December 2004).
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6.3 Loss of interest due to non-recovery of cost bmboo

As per the agreement entered by Government of ®visth the OFDC under
Orissa Forest Produce (Control of Trade) Rules3188y amount recoverable
from the corporation shall be recovered as arrefiland revenue. Interest is
recoverable at the rate of gier cent per annum upto 27 November 1992 and
12 per cent per annum thereafter on the arrears declaredraararof land
revenue.

Test check of records of PCCF revealed that OFDCrima paid the purchase
price of bamboo since 1988-89. The amount outst@ndagainst the

corporation was Rs 13.77 crore as on 31 March 2008.Department had not
declared the dues as arrears of land revenue. Qaesy interest could not
be levied. This resulted in loss of revenue of R&7crore for the period

between 1998-99 and 2002-03.

After this was pointed out in January 2004, PCCEepted the audit
observation. Further reply was awaited (Decemb8a20

The matter was referred to Government in April 2a04ir reply had not been
received (December 2004).

6.4 Non-realisation of cost of Silviculture operatin \

Under the provisions of the Orissa Forest Prodientrol of Trade) Act
1981, the OFDC has been appointed as the ageekfi@ction of and trade in
bamboo with effect from 1 October 1988. The agsniable to pay purchase
price and cost of silviculture operation as fixed Government. As per
Government of Orissa, Forest and Environment Depart order of
November 1994, the agent will deposit the amountadvance due for
silviculture operation direct into Treasury.

Test check of records of PCCF, Orissa revealed dleatand for cost of
silviculture operation was not raised in advancethy Department against
OFDC. It raised a demand of Rs.6.79 crore for thgod from 1994-95 to

1999-2000 in 2000-2001, while demand of Rs.5.3%h l&@ér the period

2000-01 to 2002-03 was not raised at all. The Qaan did not deposit any
amount in to the government account. Thus there m@srealisation of

Rs.6.84 crore.

After this was pointed out in audit in January 200£CF accepted audit
observation (August 2004). Further reply was awdai@ecember 2004).

The matter was brought to the notice of Governmenlarch 2004; their
reply had not been received (December 2004).
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6.5 Non-levy of interest on belated payment of royy on timber \

Under Orissa Forest Contract Rules, 1966, if arectdr fails to pay any
instalment of royalty for sale of forest producetbg due date, he is liable to
pay interest at the rate of 6.@ér cent per annum on the instalment of default.
These provisions are also applicable to the OFDEwaécts as a contractor.

Test check of records of 22 Forest Divisinsetween February 2003 and
January 2004 revealed that Divisional Forest OfficDFOs) did not levy

interest of Rs.1.44 crore on belated payment adltgyor the period 1998-99

to 2001-02 by OFDC. The delay in payment of roydlgyond the due date
ranged between three and 59 months as follows.

(Rupees in lakh)

Period No of lots Amount
3to 12 months 364 16.46
1to 2 years 475 34.80
2 to 5 years 655 92.79
Total 1,494 144.05

After this was pointed out in audit between Febyu2003 and January 2004,
all the DFOs raised demand of Rs.1.44 crore irttedl cases between July
2003 and July 2004. Report on recovery was awéidedember 2004).

The matter was brought to the notice of Governmentarch 2004; their
reply had not been received (December 2004).

\ 6.6  Blocking of revenue due to non-disposal of tinrdy and poles \

Government of Orissa, Forest & Environment Depantie their order of
July 1989 issued instructions for early disposdimber seized in undetected
(UD) forest offence cases, either by prompt deliverthe OFDC or by public
auction in order to avoid loss of revenue due tem@ration in quality and
value on account of prolonged storage.

During test check of records of 28 Forest Divisf8iitswas noticed that 2,184
UD forest offence cases involving 6,632 cft of tenland 2,867 poles were
registered in the Department between 1998-99 af@-P3@. These cases were
not disposed of by the respective DFOs. Besidesfdrest produce valued at
Rs.1.23 crore was neither delivered to the OFDC swbd by auction. The
inaction on the part of the Department resulted nion-realisation of
government revenue to that extent.

47 Athagarh, Athamalik, Baripada, Bolangir, Bonai, Bamra, Dhenkanal, Deogarh, Ghumsur (N),
Ghumsur (S), Jeypore, Karanjia, Keonjhar, Kalahandi Nayagarh, Nawarangapur, Mahanadi
(W.L.), Phulbani, Rairakhol, Satkosia (W.L.), Sambalpr and Sundergarh

48 Athagarh, Athamalik, Angul, Baripada, Bamra, Bdliguda, Bonai, Boudh, Bolangir(W), Deogarh,
Dhenkanal, Ghumsur(N), Ghumsur(S), Jeypore, Kalahadi, Keonjhar, Khairar, Karanjia,
Mahanadi (WL), Nayagarh, Nabarangapur, Phulbani, Paalakhemundi, Rayagada, Rairakhol,
Sambalpur, Sundergarh and Satkosia (WL)
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After this was pointed out between February 2008 Recember 2003, DFOs
stated in July 2004 that 24,513.82 cft of timberd ab70 poles worth
Rs.32.14 lakh were delivered to OFDC. Further pmsitwas awaited
(December 2004) .

The matter was reported to Government in March 2@8@dir reply had not
been received (December 2004).

6.7 Loss of revenue due to low yield of cashew nuts \

As per project report of the OFDC for cashew plaotaduly approved by the
Government of Orissa in Forest and Environment Biepnt (March 1978),
the norm for annual yield of cashew nuts was fiaedwo kilograms per tree
for trees of age 16 to 20 years, 2.5 kg for trfemge 21 to 25 years and three
kg for trees of age 26 to 30 years.

Test check of records of DFO, Khurda in January42@évealed that an
amount of Rs.1.16 crore was realised in auctioa eakcashew nuts obtained
from 1,29,944 trees during the years 1999-20000@12002 against Rs.2.35
crore worked out on the basis of norms for annigltlyof cashew nuts fixed
in the project report. This had resulted in losseeenue of Rs.1.19 crore.

After this was pointed out in January 2004, the Déi&ted in January 2004
that the plantation was of 1973-74 and had lostm@lity of well fruiting and
also plantation were left uncared for years togethibe reply is not tenable
since all the trees were in their productive ag@esthe norms fixed by the
Department itself and approved by the Governmeste§ards, the plantation
being left uncared the Department should ensure shieguard of the
plantation to save the government from recurrirgglo

The matter was reported to Government in March 2@@dir reply had not
been received (December 2004).

6.8 Blocking of revenue due to non-finalisation afoyalty

Under the Orissa Forest Department Code, no ledssoupes should be
granted without prior fixation of royalty by the @mppriate authority. The
dateline for fixation of royalty is 31 October eagbar. Royalty is to be
realised before the expiry of original lease pewodavithin the currency of the
financial year in case of irregular lots.

Test check of records of DFO Keonjhar in May 208@eialed that 3,614.36
unit of timber in 10 irregular lots were deliveredthe OFDC during 2000-01
to 2002-03 without finalising the royalty. Demanidroyalty of Rs.80.43 lakh
as worked out by DFO was neither raised against ©RDBr recommendation
for settlement of royalty was made to higher autiorThis resulted in

blocking of revenue of Rs.80.43 lakh.
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After this was pointed out in audit in May 2003¢tRPCCF confirmed in
August 2004 raising demand of Rs.21.13 lakh towaogalty against OFDC
and that fixation of royalty in other cases is angess. Further reply was
awaited (December 2004).

The matter was brought to the notice of the Depamtmin May 2003; their
reply had not been received (December 2004).
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7.1 Results of audit

Test check of records maintained in the officehef Deputy Director of Mines
and Mining Officers during 2003-04 revealed nonfshevy of royalty, dead
rent, interest and other irregularities of Rs.33%fore in 70 cases which may
broadly be categorised as under:

(Rupees in crore)

Sl. Subject No of |  Amount

No cases

1 Review, Assessment, collection and recovery of mining 1 313.42

dues from major minerals

2. | Non/short levy of royalty/dead rent 34 1.66

3. | Irregularities of miscellaneous nature 29 0.89

4. | Non/short recovery of interest and non levy of interest 6 0.06
Total 70 315.93

During the course of the year 2003-04, the Departnaecepted under
assessment etc. of Rs.0.26 crore involving 18 casgesh had been pointed
out in earlier years, out of these the Departmeodvered only Rs.0.05 crore
in eight cases.

The findings of a reviewAssessment, collection and recovery of mining
dues from major minerals” involving Rs.313.42 crore are discussed in the
following paragraphs.
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7.2 Review on Assessment, collection and recovery mining
dues from major minerals

Highlights

¢ Non-raising of demand for royalty and cost of ore dér unauthorised
removal of mineral ores resulted in loss of Rs. 2695 crore.

{Para: 7.2.10}

¢+ Charging of royalty on processed mineral instead obn unprocessed
mineral led to loss of revenue of Rs. 8.28 crore.

{Para: 7.2.11}

¢ Delay in renewal of mining lease led to non-execoi of lease deeds
and consequent loss of stamp duty and registratiofees of Rs. 2.09
crore.

{Para: 7.2.12}

¢ Non-realisation of interest of Rs. 2.47 crore on d@yed payment of
royalty.
{Para: 7.2.15}

¢ Cross-verification of stock as per the Books of lese with that of the
return submitted to Mining Department revealed evagn of royalty of
Rs.2.33 crore on suppressed quantity of coal.

{Para: 7.2.16}

¢ Blocking of Government revenue of Rs. 5.93 crore @uto non-disposal
of minor minerals.

{Para: 7.2.17}

Introduction ‘

7.2.1 Orissa holds a pre-eminent place amongst thesstatadia in mineral
resources with large deposits of chromite, coaln iore, bauxite, dolomite,
manganese, limestone and graphite. The grant afessions and leases for
prospecting, mining or extraction of major mineralgoverned by the Mines
and Minerals (Development and Regulation) Act 188K (DR) Act) enacted
by the Parliament and the Mineral Concession Ri@80 (MC Rules) framed
thereunder. The administration of major mineralstvewith the State
Government and receipts realised from mines ane@rais are credited to the
Consolidated Fund of the State. As per the pronssif the MM(DR) Act the
details of opening balance, production, consumpéiod closing stock of the
ores/minerals are required to be exhibited in FO&N It is required to be
submitted by the lessee every month to the Depitgcibr of Mines/Mining
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Officer incharge of the mining circle under whosgigdiction the lessee
operates. Based on this return, the assessmewtyalty and other dues is
done by the incharge of the circle, a copy of whikalso forwarded to the
Director of Mines.

\ Organisational set up

7.2.2 The regulation and development of mines and misermgrant of
mineral concession, assessment, levy and colleatiormining dues are
administered by the Steel and Mines Departmenthef $tate with the
Principal Secretary as its head at the Governnexat land Director of Mines
as the Head of the Department. The Director of Mlireeassisted by seven
Deputy Directors of Mines and seven Mining Officarsharge of the circles
who are assisted by Senior Inspector of Mines.

\ Audit objectives

7.2.3 Detailed analysis of records was conducted witlew to :

. evaluate the efficacy of the system in ensuringelymassessment and
collection of royalty, dead rent etc and in ensgirmompliance with the
provisions of Act and Rules made thereunder;

. identify weakness in the system leading to-

. inadequate inspection of mines;

. incorrect depiction of the accounts;

. unauthorised/illegal mining and recoveries themafro
. non levy of stamp duty under IS Act.

. ascertain effectiveness of the internal control ma@atsm for realisation
of the dues.

| Scope of audit

7.2.4 A review of relevant records pertaining to yea®98-99 to 2002-03
was conducted in eighlt circles out of 14 and Director of Mines, Orissa
between October 2003 and March 2004. The findimgscantained in the
succeeding paragraphs.

49 Bhawanipatna, Jajpur Road, Joda, Keonjhar, Koira, Rourkela, Sambalpur and Talcher
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| Trend of Revenue

7.2.5 As per the instructions issued by the Finance Depant from time to
time, the Budget estimates in respect of miningiggs should be prepared on
the basis of previous years production and likelel of production during the
year. A comparison of budget estimates along witiia receipts during the
years 1998-99 to 2002-03 revealed as under:-

(Rupees in crore)

Year. Budget Estimate Actuals as per Finance Variations increase Percentage of
Accounts (+) decrease (-) variation
1998-99 379.05 314.05 (-) 65.00 (-)17.15
1999-00 346.09 320.09 (-) 26.00 (-)7.51
2000-01 350.00 360.33 (+) 10.33 (+) 2.95
2001-02 367.57 378.56 (+) 10.99 (+) 2.99
2002-03 385.28 443.88 (+) 58.60 (+) 15.20

It would be seen from the above that there was wal@ation between the
budget estimates and actual receipts during thesyE298-99 and 2002-03.
No details showing trend of mineral dispatched prmjected production of
major revenue earning minerals, production of pesi year were made
available either by the Director of Mines, Oris&hubaneswar or Finance
Department.

It was also observed from the trend of mining remeduring the years 1998-
99 to 2002-03 that the budget estimates for 2004r222002-03 were hardly
two per cent above the actuals of the relevant previous yéiais.evident that
the instructions of the Finance Department werdaltmwed.

Lack of Monitoring

7.2.6 As per the instruction dated 22 July 1987 issuedhwy Director of

Mines, Orissa, the Deputy Director of Mines/ Mini@dficers are required to
inspect all the working leases at least once innsonths and non-working
leases once in a year and large mines at least mneach quarter. The
inspection reports should reach the Directoraté3yof the following month.

A quarterly review was required to be made by theedorate and a copy
thereof was to be forwarded to the Government.

In eight circles test checked, it was observed that inspection was not
conducted in accordance with the prescribed noynthé Deputy Directors/
Mining Offices. Only 147 mines were inspected ofit1g5696 mines. The
percentage of non-inspection ranged between 80306123 per cent as of
31 March 2003 as indicated below.

Year. No. of working/ non- No. of mines inspected Percentage of non-

working mines inspection
2000 424 43 89.86
2001 424 53 87.50
2002 424 35 91.75
2003 424 16 96.23
Total 1696 147
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Neither quarterly review reports were made by tivedor nor was any report
sent to the Government during the period coveratbumeview. Thus, non-
submission of reports led to failure in monitorirgnd internal control
mechanism at all levels.

7.2.7 A register called 18 Mines register (Register @ifilyd receipts) is
maintained by each circle office. This register taors the details of
remittances made into treasury through challans.

A review of the register of five circl®srevealed that the registers were
incomplete and did not contain necessary detadh as remittances of arrears
and current dues. As per information furnishedhsy/Director, Rs.31.12 crore
were stated to have been collected between ApliB2&nd June 2003 in
respect of these five circles. However, a crosgigation of remittances with
the challans made available to audit by theseesrecbvealed remittances of
Rs.23.04 crore.

After this was pointed out in November 2003, thep&¢ment reconciled the
figures and stated that actual remittances werg Bsl27.53 crore. Thus, it
was seen that there is a need for greater emplomsiseconciliation of
remittances made into treasury for correct demotibthe accounts.

7.2.8 A review of the internal audit system in the offiof the Director of

Mines, Orissa, Bhubaneswar revealed that thougtpéhimdicity of internal

audit was annual, no audit for the accounting y2a01-02 had been
conducted in seven circles as on 31 March 2008a# further revealed that
444 audit paragraphs in 43 Inspection Reports ésdnethe internal audit
wings of the Department were pending without follayp action as of

31 March 2003 as detailed below.

Year. No. of Audit No. of paras No. of paras Paras Percentage
Reports issued settled outstanding of disposal
1999-2000 10 171 59 112 34.50
2000-2001 12 199 30 169 15.07
2001-2002 14 147 24 123 16.32
2002-2003 7 43 3 40 6.97
43 560 116 444

7.2.9 It was seen that though the assessment orders foesarded by
Mining Officers/Deputy Director of Mines to Directmf Mines regularly,
Director of Mines had not pointed out any irregifjaror suggested any
re-assessment even on a single occasion.

The above facts indicated that there was lack ohitnong and internal
control system which resulted in substantial lo$srevenue to the state
exchequer as discussed in the following paragraphs.

50 Bolangir, Joda, Kalahandi, Koida and Rourkela.
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Unauthorised extraction/removal of mineral

7.2.10 The MM(DR) Act provides that no person shall undketany mining

operation in any area, except under and in accoedavith the terms and
conditions of a mining lease. Whenever any persxinaets without any

lawful authority, any mineral from any land, the v@onment may recover
from such person the price of mineral so raisedwlbere such mineral has
already been disposed of, the price thereof andltyoynay be realised.

As per the records of the Deputy Director of Min8gmbalpur, a company
extracted coal unauthorisedly on 4.094 hectareSafernment land without
surface right permission and 59.569 hectares adstotand without forest
clearance of Central Government for the period fronApril 1998 to 1
February 2001. The company had extracted 68,28%881IMT of coal upto
1 February 2001 valued at Rs.216.46 crore.

Scrutiny of records revealed that no inspectiothefleased area where illegal
extraction took place was conducted by the Depuisedior of Mines,
Sambalpur from August 1991 to February 2001. Comsetly, illegal
extraction was not detected. The price of the nainemounting to Rs.216.46
crore was recoverable from the company. Howeveacton was taken to
raise the demand. Besides royalty of Rs.34.14 amaealso recoverable from
the company.

After this was pointed out between February 2004 &farch 2004, the
Deputy Director of Mines stated that Director ofds was approached to
move the Government for initiating action agaii& kessee. The reply of the
Department as regards action for raising of demaasl not tenable as it was
within the purview of the assessing officer andhbuld have been raised as
soon as illegal extraction was noticed.

The matter was reported to Director of Mines/Gawegnt in May 2004, their
reply had not been received (December 2004).

* As per MC Rules, if an application for renewal ofréning lease is not
disposed of by the State Government before theafadgpiry of the lease, the
period of that lease shall be deemed to have baended by a further period
till the State Government passes order thereonpeksForest Conservation
Act, 1980, non-forest activities such as (Miningemgiion) in forest area
cannot be undertaken without prior approval of @emtral Government, even
in case of renewal of mining lease.

Test check of records of Keonjhar Mining circle galed that a mining lease
for iron ore over an area of 1,590.867 hectareregpbn 10 July 2000 and the
lessee applied for renewal of mining lease on ¥ 1999. The Divisional
Forest Officer, Keonjhar directed the lessee odulg 2000 not to undertake
mining operation without forest clearance from CanGovernment. A copy
of the same was forwarded to Mining Department.eBasn this the lessee
stopped the Mining operation but resumed it agedmfl May 2001 which
was illegal. The lessee was liable to pay coshefare of 6,39,127 MT valued
at Rs.17.24 crore extracted illegally from 1 May2Q@o 30 November 2003.

84



Chapter-VII Mining Receipts

Besides royalty of Rs.11.34 lakh was also payahld©600.610 MT of iron
ore on 30 November 2003. However, no demand wagday the Mining
Officer of the circle. Besides, no action was takgrnthe Department to stop
the illegal operation.

After this was pointed out in January 2004, the iNgnOfficer, Keonjhar
stated that the lessee was asked in December 20@3submit de-reservation
proposal for use of forest land for non-forest jpggs as the original one was
incomplete. Action taken to raise the demand hadeen intimated.

The matter was reported to Director of Mines/Gowegnt in May 2004; their
reply had not been received (December 2004).

\ Non/short realisation of royalty on high grade IronOre.

7.2.11 Government of India, Ministry of Mines in their ifatation of
25 September, 2000 amended the MC Rules and idsarteew provision
according to which in case of processing of rumaafie’* mineral carried out
within the lease hold area, the royalty shall barghable on the processed
mineral removed from the lease hold area. Pridha&b royalty was chargeable
on unprocessed mineral i.e. mineral extracted floenseam. A return Form
A(1) is required to be furnished by the lesseeht Mining Officer/Deputy
Director of Mines of the concerned circle. Thiswkdahe quantity of iron ore
fed to the beneficiation plant and quantity recedefrom the beneficiation
plant. Under MC Rules, in case of belated payménhioing dues, simple
interest at the rate of Z%r cent per annum is chargeable from the sixtieth day
of the expiry of the due date till the default dooes.

« Test check of records revealed that M/s. TISE6ubmitted monthly

returns in November 2003 in Form A (1) for the pdrifrom 1994-95 to

September 2000. As per the returns, 114.42 lakloMiion ore were received
by the beneficiation plant from March 1994 to 24pt@enber 2000.

Accordingly royalty of Rs.19.39 crore was payabte umprocessed mineral.
But assessing officer incorrectly assessed royaltiRs.12.32 crore on 69.28
lakh MT of minerals recovered from the beneficiatigant i.e. on processed
ore. This resulted in short levy of royalty of R87 crore.

After this was pointed out in audit in January 2004e Deputy Director
Mines, Joda stated in January 2004 that action dvche taken after
verification of records.

51 The blasted materials containing ore with otheforeign materials brought to the crushing plant ore
52 Tata Iron and Steel Company.
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. Test check of the assessment records of 10 |€Ssfeesthe period

between October 2000 and March 2003 revealed thresnof 10 lessees were
not run-of-mines. However the royalty was leviedthg Assessing Officers
on the processed minerals instead of unprocessedrafs. This resulted in

loss of Rs.1.21 crore as detailed below.

(Figure in crore)

Name Grade of Total Royalty due Quantities recovered from Royalty on Loss of
of the ore quantities fed from fed plant (MT) processed ore | royalty
circle to quantities (Amount) Col.
beneficiation (Amount) (4-6)
plant (in MT)
1 2 3 4 6 7
1. Joda (+) 65 (lump) | 42,33,865.103
(Nine | (+)65 (lump) | 55,69,143.211 (-) 65 (lump) | 5,32,998.600
Mines) | (s (ump) | 10,26348.800| >3 (+) 65 (fine) | 13,77,332.648 13.94 119
(-) 65 (fine) 4,50,974.360
2.
Keon-
. (+) 65 (lump) | 56,585
+ . . .
J(t;:;re (+)65 (lump) | 83,146 0.20 (+) 65 (fine) 26,561 0.18 0.02
mine)
66,78,638.101 15.33 66,78,316.711 14.12 1.21

After this was pointed out between December 20@BJamuary 2004, Deputy
Director, Mines, Joda accepted the audit obsemaitio October 2003 and
stated that the Director of Mines, Orissa wouldapproached for raising of
demand. Final reply is awaited (December 2004).

Non-realisation of stamp duty and registration fees

7.2.12 As per Indian Registration Act, 1908, a mining kder a period
exceeding one year is required to be executed pmeyat of prescribed stamp
duty and registration fees on estimated annualliyoya consideration of the
lease deed. Further under MC Rules, after 26 Sdyged094, the period of
renewal of lease shall be deemed to have beend®eddyy a further period till
the State Government passes orders thereon. Tmeigadi Secretary to
Government, Department of Steel and Mines issuestructions in
November 2000 that application for renewal of miniease received up to
31 August 2000 should be disposed of by 31 Marchl2dhe instructions
also laid down that applications received after Bigust 2000 should be
disposed of by the Government within two monthsrirthe date of receipt
from the Director.

53 Khadabandha Iron Mines M/s. TISCO Ltd., Thakurani Iron Mines M/s. Bharat Processing
Mechanical Engineering Ltd., B.P.J. Mines M/s. O.M.C.Ltd., Joruri Iron Mines, M/s. Kalinga
Mining Corporation, Nuagaon Iron Mines, M/s. K.J.S. Alluwallia, Khadabandha Iron M/s. O.M.C.
Ltd., Jilling Longilotta Iron Mines M/s. E.M.l. Ltd.,
Joribatal Iron Mines M/s. Pattnaik Minerals, Putuli pani Iron Mines (M/s Gandhamardan Sponge

Industries Ltd.)

Jajang Iron Mines M/s. Rungta & Sons,
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Test check of records of foimining circles between November 2003 and
March 2004 revealed that 32 cases of extensionimihglease were pending
for finalisation before the State Government. Thesses were forwarded by
the Mining Department between 1998 and 2003. TleSEovernment did
not take a decision either for renewal or for retammn of the mining lease
despite lapse of period ranging upto six yearghénabsence of any renewal
order from the Government, no formal lease deeddcoe executed resulting
in non-levy of stamp duty and registration fees antimg to Rs. 2.09 crore as
indicated below:

(Rupees in crore)
Sl. Name of No. of cases| Assessable Stamp duty at Registration fee | Total of stamp duty
No. | the Mining deemed value the rate of at the rate of and registration fee
circle extension 8 per cent 2 per cent
1. Jajpur Road 2 7.66 0.62 0.16 0.78
2. Joda 10 6.91 0.55 0.14 0.69
3. Koira 17 0.85 0.07 0.02 0.09
4. Rourkela 3 5.35 0.43 0.10 0.53
32 20.77 1.67 0.42 2.09

Thus it would be seen from the above that the Gouent was not following
the norms prescribed by itself and there is a i@echaking a provision in the
Act fixing the time limit within which a lease shdiwbe renewed.

\ Introduction of advalorem rate of royalty on chromite

7.2.13 As per Government of India, Ministry of Mines natdtion dated
17 February 1992 the rate of royalty on differerstdgs of chromite ore were
Rs.255, Rs.135, Rs.90 and Rs.23 per MT for higegranedium grade, low
grade and below low grade respectively. Governnoérindia, Ministry of
Mines vide notification of 11 April 1997 revisedethrate of royalty on all
grades of chromite ore and fixed it at pés cent of sale price on advalorem
basis.

. Irregular adjustment of excess payment of royalty

There is no provision in the MM (D&R) Act and MC RRa to refund or adjust
the royalty against any future dues.

Test check of records of Deputy Director of Minafpdr Road revealed that
nine lessees paid royalty at pre revised rates #pnil 1997 to March 2003.
The Deputy Director of Mines while assessing rgyaltjusted the excess
payment of royalty of Rs. 7.06 crore against thesdaf 2002-03, which was
incorrect. The excess royalty paid by the lesseesailready realised from the
customers/buyers at the time of sale of mineralher@ore any
refund/adjustment would result in undue benefihlessee.

After this was pointed out in audit in February 20@ was stated in
February 2004 that comment would be issued afterotigh examination of
the issue.

54 Jajpur Road, Joda, Koira and Rourkela.
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. Short realisation of royalty from non-captive mines

Rate of royalty on captive mingsis based on cost production while rate of
royalty in case of non-captive mines is based omaes or domestic sale
price. The royalty payable by the non-captive mirsesiore than the captive
mines.

Test check of the assessment records of two miciities® revealed that in
case of five non-captive mines royalty was compuirdcost of production
incorrectly instead of on ex-mine sale price. Tigisulted in short realization
of royalty of Rs. 3.98 crore as detailed below.

(Rupee in crore )

Sl. Name of the mine Period Quantity all Sale value Royalty Royalty Royalty
No. grades used for due @ 7.5 paid payable
captive per cent
purpose in MT

1. Sukinda Chromite | 25.9.2000 to
Mine of M/s TISCO | 31.3.2003 2,91,910.420 57.88 4.34 1.46 2.88

2. Ostapal chromite
mine of M/s -do - 1,05,254.42(Q 9.55% 0.72 0.61 0.11
FACOR

3. Tailangi Chromite
Mine of M/s IDC” | -do - 57,293.98 8.51 0.64 0.35 0.29
Ltd.

4. Chingudipal -do-
Chromite M/s. 17,291.425 3.13 0.2 0.1p 0.97
IMFA

5. Nuasahi Chromite | 11.4.98 to
Mine M/s. IMFA® 31.3.2003 1,11,698.240 22.12 1.66 1.03 0.63
Ltd., Keonjhar

Total 5,83,448.485 101.25 7.59 3.61 3.98

After this was pointed out between October 2003 daduary 2004 the
Deputy Director Mines, Jajpur Road stated in Ocat@@03 that clarification
from the Director of Mines, Orissa would be obtairfer differentiating the
mines under captive category. The reply is not liEnaas information
regarding names of captive mines located in hideciwas available with his
office.

. Loss of revenue due to sale of chrome ore at lower rate

As per the guidelines issued by the Central Goverminm April 1997, sale
price means the amount payable to a dealer asdswation for sale of any
goods.

A test check of records revealed that a lesseajpuid Road Mining Circle
holding two leases one for captive and other fan-ocaptive, sold 2.88 lakh
M.T of chromite ore of various grades to an indu$tom his captive mine.
Comparison of sale invoices of the two mines rea@gghat sale value of
chromite supplied to the industry from his captm@e was less than the sale

55 Captive mine means a mine leased out for suppdf raw material to the lessee’s own industry.
56 Jajpur Road, Keonijhar.

57 Industrial Development Corporation.

58 Indian Metal & Ferro Alloys Limited.
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value of chromite supplied by the lessee from his-oaptive mine. This
resulted in loss of royalty of Rs.0.90 crore asiied below.

(Rupees in crore)

Name of Year Quantity sold | Sale value of ore Royalty Royalty Differential
the Mine from captive | with reference to | payable @ 7.5 assessed royalty to be
mine in MT non-captive rate per cent realisable
Kaliapani | 1999-2000 26,671.400 5.40 0.41 0.40 0.01
l\cﬂ?rom'te 2000-2001 | 1,06,385.620 19.30 1.44 1.06 0.38
IMIS:A 2001-2002 83,931.165 11.78 0.88 0.67 0.21
2002-2003 70,923.450 11.09 0.83 0.53 0.30
TOTAL 2,87,911.635 47.57 3.56 2.66 0.90

After this was pointed out in audit in November 20the Deputy Director
Mines, stated in November 2003 that the differesfcsale price in respect of
two mines held by the lessee would be examinedeaript of clarification

from the lessee.

. Short realisation of royalty due to incorrect allowance of discount

MM (D&R) Act does not provide for any deduction obyalty towards
discount. MC Rules provides the guidelines for catapon of royalty on
chromite ore of all grades on advolorem basis.

A test check of records of Jajpur Road mining eirfidr the years 1998-99 to
2002-03 revealed that five less€esvere irregularly allowed moisture
discount and volume discount while assessing tlyalty by the assessing
officer. This resulted in short realisation of rtiyaof Rs. 6.02 crore as
detailed under.

Name of Year Nature of Quantity of moisture/ Value of Qty. Royalty payable on
the mine sale volume discount allowed as discount discount quantity @
(quantity in lakh MT) (Rupees in crore) 7.5% ( Rupees in
crore.)
1 2 3 4 5 6
‘A 1998-99 to 2002-03 Export 1.63 30.99 2.32
1999-2000 to 2001-02 Moisture and volume|
Domestic | discount allowed as 7.10 0.53
sales discount
‘B’ 1998-99 to 2002-03 Export 1.63 36.66 2.75
'C 1998-99 to 2002-03 -do- 0.12 2.32 0.17
‘D' 1998-99 to 2002-03 -do- 0.78 1.81 0.14
'E' 2000-01 to 2002-03 -do- 0.13 1.47 0.11
4.29 80.35 6.02

After this was pointed out between October 2003 aodember 2003, Deputy
Director Mines, Jajpur Road stated in October 20G& the matter would be
taken up with Director of Mines, Orissa. The refynot tenable as the Act
does not provide any deduction of royalty towardscalnt and the same
should not have been allowed at all.

59 M/s. Orissa Mining Corporation Ltd., M/s. Tata Iron and Steel Company Ltd., M/s. Mishrilal,
M/s. Industrial Development Corporation Ltd., M/s. Ferro Alloys Corporation.
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. Short realisation of royalty on shortages of ore

MM (D&R) Act does not provide for deduction for pagnt of royalty on
minerals found short during physical verificati¢iurther as per the provision
of the Act, royalty is payable before it is removean the leased area.

Test check of the records of Jajpur Road miningleipertaining to five
mine$® revealed that two lessees claimed a deduction.@8 lakh MT of
chrome ore found short at Paradeep Port duringigdlyeerifications carried
by the lessees. The assessing officer while fimglisthe assessment
incorrectly allowed deductions on shortages andetevoyalty of Rs.1.22
crore instead of Rs.1.88 crore. This resulted iortshealisation of Rs.0.66
crore as detailed below:-

(Rupees in crore)

SI. | Name of Year Total Quantity Closing Actual |Shortage Royalty | Royalty | Royalty
No the quantity | sold/export book physical | quantity due on |assessed| payable
Mine/ (in lakh (in lakh balance | balance | (in lakh shortages on
lessee MT) MT) (in lakh (in lakh MT) shortage
MT) MT)
1. X'
1998-99
to 13.92 11.96 1.96 1.41 0.55 0.97 0.46 0.51
2002-03
2. Y| 1998-99
to 16.37 12.45 3.92 3.54 0.38 0.67 0.52 0.1§
2002-03
Total 30.29 24.41 5.88 4.95 0.93 1.64 0.98 0.66

After this was pointed out in audit in November 20the Deputy Director
Mines, Jajpur Road stated in November 2003 thatptiamce would be sent
after verification of records.

Loss of revenue due to non-working of mines

7.2.14 As per MM (D&R) Act, the holder of a mining leaskall pay to the
State Government every year dead rent for all tteasaincluded in the
instrument of the lease. He shall also be liablpay royalty on the mineral
extracted or the dead rent of that area which isvgreater. As per MC Rules,
as amended on 10 February 1987, where mining operstdiscontinued for
a continuous period of two years after commenceraestuch operation, the
State Government shall by an order declare thengitease as lapsed and
communicate the decision to the lessee.

60 Sukinda Chromite Mines (M/s Tata Iron and SteeCompany Ltd.) 2. Kaliapani, 3. South Kaliapani,
4. Sukarangi, 5. Kalarangi Chromite Mines (M/s Orisa Mining Corporation Ltd.)
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Test check of the records of five mining ciréleevealed that lessees of 23
mines had not operated the mines for a period afentisan two years and
were paying only dead rent. This resulted in paaerbss of revenue of
Rs.5.18 crore worked out on the basis of expectgpud per month less dead
rent paid during the period of non-working. A fengiances are given below:-

(Rupees in crore)

Name of Name of the Name Period of Nature of observation Loss
the mines/lessee of mineral non- of revenue
mining working for involved
circle the last five (Rupees)
years
Joda Paralipada M/s Manganese 1998-99 to | Non-submission of
OMC Ltd. 2002-03 De-reservation proposal. 051
Lapsing proposal '
submitted in August 2002
Joda Sidhamatha -do - -do- -do- 0.41
M/s OMC Ltd. )
Joda Roida-D block -do - -do- -do- 0.29
M/s OMC Ltd. )
Joda Kasia Barapada Iron -do- -do- 011
M/s TB Lal & Co )
Joda Unchabali Iron & -do- Lack of interest of the
M/s EMI Ltd. Manganese lessee. Lapsing proposal 0.13
submitted in August 2002
Joda Bolani M/s SAIL Iron -do- -do- 0.92
Ltd. )
Koira Kasira Iron -do- Non-submission of 0.15
M/s OMC De-reservation Proposal.. )
Koira Kulijhar Quartz -do- Lack of interest of the
M/s JKKP lessee. 0.02
Jhunjhunwala
Bolangir Dhandamunda Graphite -do- -do-
M/s. R.K. 0.03
Agrawala
-do- Baramula P.P. -do- -do- -do- 0.22
Vyas
-do- Banjhepalli M/s. -do- -do- -do- 0.02
R.K. Agrawala )
Bhawani- | Karangini Padar -do- -do- -do- 0.09
patna P.K. Panda )
-do- Gaidar -do- -do- -do-
S.K. Mund 0.04
-do- Khairamala Quartz -do- -do- 0.02
K.R. Patnaik )
-do- Kamargaon Quartz -do- -do- 0.02
K.R. Patnaik )

After this was pointed out between December 2008 Biarch 2004 the
Deputy Directors/Mining Officers of concerned miginircles stated that the
mines could not be operated due to lack of intemdsthe lessees and
non/delay in submission of de-reservation propoEaé reply was not tenable
as the mines had remained inoperative for a peiateding two years and
their lease should have been declared as lapsedexipiry of two years and
new proposal for throwing open the same mines shioave been sought.

61 Bhawanipatna, Bolangir, Joda, Koira, Rourkela.
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Non-realisation of interest \

7.2.15 Under the MC Rules as amended w.e.f April 1991case of belated
payment of royalty or other mining dues simple iiest at the rate of 2der
cent per annum on the amount in default is chargeable tthe 68 day of
expiry of the due date till default continues.

Test check of records of two mining cirdfesevealed (December 2003) that
interest amounting to Rs. 2.47 crore on belatedneays of royalty made
during the period between April 1999 and March 2@@85 not levied by
assessing officers from seven lessees.

After this was pointed out in audit in December 2003, theuDePirector of
Mines of the circle concerned stated in Decemb@&320at action would be
taken to raise the demand for realisation of ddtes &erification of records.
Government stated in September 2004 that demanBsd.16 crore was
raised against M/s. Steel Authority of India Linditin July 2004.

Suppression of stock of coal led to evasion of rola

7.2.16 As per the MC Rules and the orders of the Statee@Guwwent, the

details of opening balance, production, consumpéind closing stock of the
ores/minerals were required to be exhibited in F@kmsubmitted by the

lessee every month to the mining circle along wither documents for the
purpose of assessment of royalty. Form-‘A’ servedttee basic record for
determination of royalty by the assessing officer.

Test check of the records of Sambalpur Mining eirfdr the year 2002-03
revealed that the stock figure as per books of @uisoof a lessee in respect of
six collierie§®as on 31 March 2003 was 9.66 lakh MT of coal. Haevethe
closing stock figures as furnished in Form-‘A’ as 31 March 2003 was 6.10
lakh MT. The assessing officer had made no efflartsross verify the figure
in the Form-‘A’” with that of the books of accoumtkthe lessee available with
him. This resulted in suppression of 3.56 lakh af ™ coal involving royalty
of Rs. 2.33 crore.

After this was pointed out in audit in March 20@A¢ Deputy Director of
Mines, Sambalpur stated in March 2004 that comp&awill be sent after
verification of records and receipt of clarificatiom the lessee.

62 Joda and Koira.

63 1. Belpahar, 2. Hingir Rampur, 3. Hirakhand Burdia, 4. Lajkura, 5. Orient Mines-lIl,
6. Samaleswari OCP (M/S. Mahanadi Coal field Ltd.)
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. Non levy of royalty on shortage of minerals

Test check of records of two mining circles Talched Rourkela between
February 2002 and March 2002 revealed that thede'®d/s. MCL" disclosed
audited stock of 33,42,080 MT of different gradealcat mine site as on
March 2000. However the closing stock figure asighred in form A return
by the lessee was 34,02,791.990 MT of coal. Thisulted in non-levy of
royalty of Rs.30.60 lakh on shortage of 60,711.88D of coal. Besides the
lessee was liable to pay interest of Rs.26.08 lakidefault in payment of
royalty.

After this was pointed out between February 200@ Eiarch 2002 Deputy
Director Mines, Talcher and Rourkela raised demahdRs.27.57 lakh on
account of royalty and Rs.3.03 lakh as interegtgril 2002. Further report on
recovery and levy of interest is awaited (Decen2i4).

The matter was reported to Government in Febru@@42their reply was
awaited (December 2004).

Blocking of revenue due to non-disposal of mineral

7.2.17 As per the provision of MM (D&R) Act, any personthorized by the

Central or State Government may inspect any mimktake measurement of
stocks of mineral lying at mine. Further as per phevision of Orissa Minor

Mineral concession rules, the royalty shall be dblé on minor minerals
removed from the leased area.

Test check of records of Rourkela Mining circleealed that a lessee did not
dispose of 1.19 crore cum of lime stone rejectsniaor mineral from its
Biramitrapur lime stone mines resulting in blockimigroyalty of Rs.5.93 crore
as on March 2003 taking into account the lowes adtroyalty at the rate of
Rs.5 per cum as detailed below:-

(Rupees in crore)

Name of the Name of Period from Quantity of Rate of royalty Royalty amount
mines/lessee minor which lying in mineral lying per Cum involved.
mineral stock undisposed of (in Rs.) (in Rs.)
(in Cum)
Biramitrapur Rejected 3/2001 1,20,13,048.63 Rs. 5 6.00
'é'gfégfll_ed'\/'/s- limestone. 3/2002 1,19,73,263.29 Rs.5 5.99
td. 3/2003 1,18,62,302.70 Rs. 5 5.93

No physical verification was conducted by the DgpDirector of Mines to
ascertain the exact quantity of limestone pendirspasal in the mine. In
absence of this verification, the actual quantitytlee stone could not be
ascertained. Besides non-sale of this lime stosgtesl in blocking of royalty.

After this was pointed out in audit (March 2004 tDeputy Director Mines,
Rourkela stated that there was no scope for pHysardication of stock and
selling of rejected limestones depends on the nhautiléy. The contention of
Department is not correct. As the minerals aregymthe stock without any
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physical verification since a very long time, thesgibility of loss of revenue
due to shortages cannot be ruled out.

Recommendations

7.2.18 It would be seen from the above that the Departniexat failed in

ensuring timely and correct assessment and caleaf mining revenue.
Further the monitoring system at the apex level wasak. The State
Government may consider taking following stepsnipriove the effectiveness
of the system.

. review and strengthen the existing system for emgworrectness of
royalty paid by lessee in respect of mineral exédgc

. ensure compliance with the requirement of Act, Rués regards
maintenance of basic records, assessment and rgafvoyalty etc.,
so as to fully protect the state revenue;

. ensure that the areas leased out are exploitedutitmy delay and a
provision for fixing a time limit for renewal of &ses is made in the
Act.
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[CHAPTER— VIII : OTHER DEPARTMENTAL RECEIPTS ]

\ 8.1 Results of audit \

Test check of assessment records and other codrdmtements pertaining to
Departmental Receipts in the Department of HomeneGe# Administration,

Food supplies and Consumer Welfare, Cooperatioerdggm Works, Textiles

and Handloom and Fisheries & Animal Resources @g@méent Department
during 2003-2004 revealed non-realisation of reeenmon/short levy of

duties/fees amounting to Rs.65.90 crore in 1,09,0@des which may be
broadly categorised as under.

(Rupees in crore)

Sl. Category No of cases Amount
No
1. Non-realisation of revenue 1,705 13.59
2. Assessment, levy and collection of cost 1 29.32
of police guards
3. Non-realisation of principal and interest 1 6.63
on co-operative societies
4. Non/short levy of revenue 53,370 10.34
5. Other irregularities 53,927 6.02
Total 1,09,004 65.90

During the year 2003-2004 the concerned Departmemited demand of
Rs.9.39 crore in 82,077 cases pointed out in 2@D8f0nhich Rs.0.77 crore
was realised in two cases.

A few illustrative cases highlighting important @udbservations involving
Rs.43.61 crore are discussed in the following paratus.
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8.2 Assessment, Levy and Collection of Cost of Paéi Guards \

Orissa Police Rules provide for deployment of StBt#ice personnel to
different organizations/establishments of the Uftitaite Government on the
basis of reimbursement of the deployment chargethéyborrowing agency.
As per extant procedure, such claims are to beepexf periodically by the
State Government to the borrowing establishmente Téystem of

assessment/collection and accounting of receipts gmverned by Orissa
Police Manual, 1940, the Police Act, 1861, Rulesl aagulation made

thereunder and Government orders issued from tontémte. Cost of police

personnel includes pay and allowances and otheectdiand indirect

expenditure incurred on them. Demand for cost ofmp@ent police personnel
deployed is raised in arrears while escort chargesvided to private

individuals are realised in advance before deplayme

8.21 Underassessment of police cost due to omisson of leave salary
contribution

According to the provisions of Orissa Police Manugld with Government of
India letter of May 1995, the cost of deploymentRaflice force deputed to
different organisations will include pay, speciayp deputation allowance,
supervision and other admissible allowances inodieave salary and
pension contribution at the prescribed rates agplefrom time to time.

Test check of records of Commandant Orissa StateedrPolice (OSAP)®1
BN, Charbatia in November 2003 revealed that whfieessing the demands
for cost of police guard against Aviation Resea@éntre, Charbatia, the
elements of leave salary contribution for the pri®98-99 to 2002-03 was
not included in the demand. This resulted in urasessment of leave salary
contribution of Rs.1.62 crore as detailed below:

(Rupees in crore)

Year Amount of pay and special pay | Leave salary contribution at 11per cent

paid of pay + special pay
1998-99 1.44 0.16
1999-00 4.10 0.45
2000-01 3.13 0.34
2001-02 2.94 0.32
2002-03 3.14 0.35
Total 14.75 1.62

After this was pointed out in audit in November 20p€he Director General
(DG) and Inspector General (IG) of Police statedlime 2004 that action
would be taken to raise the demands.
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8.2.2 No time limit has been fixed for preference ofima under the Act.
However, as per the existing procedure, the claionsreimbursement of
deployment charges were to be raised on expirinahtial year.

Scrutiny of the records of State Police Headqusrtett Cuttack,
Superintendents of Police (SP) at Rourkela, Khanda Jharsuguda revealed
that deployment charges of Rs.13.32 lakh agairestdliowing organisations
were not preferred by the DG & IG of Police, Orissa

(Rupees in lakh)

Sl. Name of the Name of the borrowing Period Amount
No. lending office establishment
1. | Superintendent | 1.D.L. Chemical 1.10.1999 to 8.66
of Police, Limited, Rourkela. 31.3.2003
Rourkela
2. | Superintendent | Punjab National Bank, | 1.10.2002 to 1.64
of Police, Bhubaneswar 31.12.2002
Khurda
3. | Superintendent | Central Bank of India, | 1.1.2003 to 1.38
of Police, Jatni 31.3.2003
Khurda
4. | Superintendent | Doordarshan Kendra, | 1.10.2002 to 1.37
of Police, Bhubaneswar 31.12.2002
Khurda
5. | Superintendent | UCO Bank, 1.4.2002 to 0.27
of Police, Brajarajnagar 31.3.2003
Jharsuguda
Total 13.32

After this was pointed out in audit between Septmi2003 and
October 2003, the DG & IG of Police, Orissa statedune 2004 that Rs.3.02
lakh pertaining to CBI, Jatni, DDK, Bhubaneswar akdC.O. Bank,
Brajarajnagar had been realised. Further positforealisation was awaited
(December 2004).

8.2.3 Non-realisation of reimbursement cost of police personnel

A test check of records in the office of the DG @& &f Police, Orissa, Cuttack
and eigh‘i4 SP revealed that the cost of police personnelogeql for various
authorities/bodies/Central Government was not sedlieven though demands
for recovery of Rs.15.66 crore for the period 1998to 2002-03 were raised
from time to time as detailed below.

64 Baripada, Cuttack (S), Cuttack (Signal), Jagatsinghpr, Jharsuguda, Khurda, Koraput and
Rourkela.
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(Rupees in crore)
Sl. Name of Agency/body from whom cost Period of recovery Arrears
No. of police is to be recovered outstanding as on
31.03.2003
1. SE, Railway 1998-99 to 2002-03 10.21
2. ARC, Charbatia (Government of India) 2002-03 21.7
3. MSF, (APSEB) 1999-2000 to 2001-02 2.03
4. Hirakud Dam Security Force 1999-2000 to 2000-01 1.18
5. All India Radio 2002-03 0.16
6. Doordarshan Kendra 2001-02 to 2002-03 0.14
7. Rengali Dam Project 2001-02 to 2002-03 0.09
8. Balimela Dam Project 1998-99 to 1999-2000 0.06
9. Postal Stamp Depot, Bhubaneswar 2001-02 to PB02- 0.05
10. CIO CIB Bhubaneswar 2002-03 0.01
11. CID Bhubaneswar 2002-03 0.01
Total 15.66

After this was pointed out in audit the DG & IG Bblice accepted the audit
observation and stated that Rs.0.33 crore was eeed\as of June 2004.

8.2.4 It was also noticed that the cost of Police persbrieployed for
various Commercial Banks amounted to Rs.5.54 cbatethe Department
accounted for only Rs.2.91 crore as outstandingra81 March 2003. Thus
there was suppression of realisable amount of &.2rore as detailed
below:-

(Rupees in crore)

Sl. Name of the Bank Period Amount actually Amount shown Suppression
No. outstanding as outstanding as per | of realisable
per Audit as on the Department as amount
31 March 2003 on 31 March 2003

State Bank India 2000-01 to 2002-03 3.53 1.54 991
United Bank of 2001-02 to 2002-03 0.55 0.50 0.05
India

3. Punjab National 2001-02 to 2002-03 0.16 0.12 0.04
Bank

4. Central Bank of 2001-02 and 2002-043 0.12 0.12
India

5. Bank of India 2002-03 0.36 0.08 0.28

6. Andhra Bank 2002-03 0.10 0.05 0.05

7. Allahabad Bank 2002-03 0.14 0.05 0.09

8. Bank of Baroda 2002-03 0.06 0.04 0.02

9. Indian Bank 2002-03 0.04 0.04 --

10. | Reserve Bank of 2000-01 and 2002-03 0.21 0.21 --
India

11. | United Commercial| 2002-03 0.16 0.16 -
Bank

12. | Union Bank of India] 2001-02 to 2002-03 0.11 -- 0.11

Total 5.54 2.91 2.63

After this was pointed out in audit, the DG & I1G Bblice accepted the audit
objection and stated in June 2004 that Rs.0.4lech@d been realised.
Recovery compared to outstanding dues towardsafaséployment charges
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was negligible. Lack of proper follow up action am&dequate persuasive
measures led to non-recovery of government dues.

8.2.5

It was also noticed from the records of three SHicéd$ that

deployment charges of Rs.2.40 crore in respectolddviing organisations
were not recovered though demand was raised.

Sl.

Name of the

Name of the

Period of

Amount of

Date of issue

Remarks

ed
be
pr

e

ed
of
se

No organisation lending office deployment deployment charge of demand
(Rs. in crore) notice
1. Air Strip, S.P., Koraput| 01.03.1990 1.20 23.09.2003 DG & IG, Orissa, Cuttack sta
Jeypore to in June 2004 that steps would
31.03.2003 taken by the Government eith
to fix a time limit for payment of]
the dues or withdrawal of Polic
Force.
2. OSWAL S.P, 01.01.2002 0.40 04.04.2003 DG & IG, Orissa, Cuttack sta
Chemicals Jagatsinghpur to in June 2004 that inspite issue
31.12.2002 repeated reminders no respon
was received.
3. Hirakud S.P., Signals,| 01.04.2002 0.80 07.10.2003 DG & IG, Orissa Cuttack stat
Security Cuttack to in June 2004 that demand fi
Force 31.03.2003 Rs.80 lakh was preferred i

October 2003, further reply i
awaited.

ed
r
n

5

After this was pointed out, the Department confidniee outstanding dues and
stated that matter was being pursued for realisatio

8.2.6 Absence of provisions of interest

There is no provision for realising the interest e amount remaining
outstanding on account of Police cost from Comna¢rBianks and other
agencies. Due to non-realisation of the dues i @md lack of provision for
charging of interest, Government had suffered & loisRs.2.83 croreer
annum calculated at 1% per cent per annum on arrears of Rs.23.60 crore.

After this was pointed out in audit in March 20@4yas stated that the matter
would be referred to Government for taking decision

8.2.7 Blocking of Government money due to delay in disposal of
condemned and unserviceable vehicles

As per provisions of the Procedure for Condemnatéomd Disposal of

Condemned Vehicles Rules,
unserviceable vehicles of the Department form agfahe receipts.

the sale proceeds of econed and

Scrutiny of records of the Deputy Inspector Genéfrathnical (PMT), Orissa,

Cuttack in March 2004 revealed that 802 vehiclesswsondemned between
March 1998 and February 2003 by the Condemnatiomrfittee and the

upset price was fixed at Rs.3.34 crore. Out oféhesly 575 vehicles were
disposed of by September 2003 and no action wamnték dispose of the
balance 227 condemned vehicles involving upseemfdrs.1.14 crore.
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After this was pointed out in audit in Septembed2the DIG (PMT), Orissa,
Cuttack stated in July 2004 that the Departmentdw@d 165 vehicles, upset
price of which was Rs.0.87 crore and remaining &Riales were not yet
disposed of (December 2004).

8.3  Non-realisation of interest from Co-operative 8cieties

Government of Orissa provides assistance to thepé€ative Societies

established under Orissa Cooperative Act, 1962 &y of share capital and
loans for their sound functioning. The loans anectianed by the respective
Administrative Departments with the concurrencehef Finance Department.
Recoveries of loan and interest are monitored byddef Department. As per
the sanction orders, the re-payment of loan aretest has to be completed
within the stipulated period. Any default in theypeent attracts penal interest.

8.3.1 Non realisation of principal and interest on loan

Textiles and Handloom Department sanctioned and paioan of Rs.4.38
crore in August 1993 to Gangpur Weavers Co-operdiipinning Ltd, Kirei,
Sundargarh for repayment of Industrial Developmiabnk of India (IDBI).
The repayment was required to be made from Septed®@6 and to be
completed by 2005. The loanee was liable to pagrést 10.50er cent and
penal interest at 12.per cent in case of default. The Director of Textiles,
raised demand from time to time but the societyritl pay the outstanding
dues. The co-operative spinning mill was sold tpri@ate party in 1993. It
was also further noticed in audit that interesRef1.42 crore was short levied,
as interest was not calculated from the date ofipe®f loan amount. Thus
there was non-realisation of Rs.9.15 crore towdmds (Rs.3.90 crore) and
interest of Rs.5.25 crore as on 31 March 2003. fflarte were made by the
Government to take possession/ disposal of mortyageperty of the unit as
per the agreement.

After this was pointed out in audit in February 208nd June 2004 the
Director of Textiles and Handloom accepted auditifigs and issued demand
for short payment of interest of Rs.1.42 crore unel 2004. No outstanding
dues were repaid by the society.

8.3.2 Non-finalisation of terms and conditions of |loan

Textiles and Handloom Department sanctioned and paioan of Rs.1.31
crore to Cooperative Society during November 1994 épayment of interest
dues to IDBI without finalisation of terms and cdimhs of loan. As a result,
demand for recovery of loan and interest couldb®taised against the unit.
This resulted in non-realisation of principal of. Rs31 crore and interest of
Rs. 1.38 crore as on 31 March 2003 calculated erb#sis of loan sanction
order of earlier loan.

After this was pointed out in audit in February 20the Department stated in
July 2004 that Government would be requested tthigxterms and conditions
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of loan for issue of demand notice. The lapse erptrt of Government led to
non-realisation of government loans/interest iretim

8.4 Loss of revenue (Stamp duty) due to non-registtion of
unsecured bond

As per the Indian Stamp Act, 1899 read with thei&eagion Act, 1908, the
instrument of unsecured bond is subject to redistraand attracts stamp duty
at Rs.21 upto Rs.1,000 and Rs.11 for every Rs.5@@m thereof in excess of
Rs.1,000 on the value of instrument. The time lifoit registration of such
instrument has been fixed as four months from #te df execution under the
Registration Act.

Test check of records of Orissa Small IndustriespGa@tion Ltd. (OSIC),
revealed in February 2003 that the Corporationriagged working capital of
funds for Rs.20 crore during February and March Q2@0rough private
placement of unsecured bond issued on 1 Decemb@® I@cked by
Government guarantees. The bonds valued Rs.20 lcaorbeen allotted to 12
subscribers on 16 March 2000. The instruments beisgcured bonds were
required to be registered and stamp duty of RS)Mkkh was payable by the
company under Indian Stamp (Orissa Amendment) A&86. No such
documents were registered in District Sub-Regis€attack. Non-registration
of bonds of OSIC resulted in loss of revenue amaogrib Rs.44 lakh.

After this was pointed out in February 2003 the ©81 June 2004 stated that
Government was moved in October 2003 for exemptibstamp duty for
non-registration of documents. The reply was noalde as no exemption was
granted by the Government in absence of which denshould have been
raised and amount recovered.

The matter was referred to the Government in Mafdy; their reply had not
been received (December 2004).

8.5 Un-authorised retention of Government revenue

As per the decision of the Government of Oriss@atober 1984, the Orissa
Bridge and Construction Corporation Limited (OBC@&l.). is authorised to
collect tolls from 21 toll gates and is responsitdledepositing the same into
Government account after retaining 1@eb cent towards agency charges.

Scrutiny of records of the office of the OBCC LtdBhubaneswar in
January 2004 revealed that out of Rs.11.99 crofdéeated, OBCC Ltd.
retained Rs.4.20 crore towards agency charges amsagthe authorised
agency charges of Rs.1.50 crore, as of March 20B& resulted in excess
deduction of Rs.2.70 crore as agency charges dactioh of toll at check
gate. The Commissioner-cum-Secretary to Governmatarks Department
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failed to initiate any action to stop such un-auged retention of
Government dues.

After this was pointed out in audit in March 20@4e Managing Director,
OBCC Ltd stated in May 2004 that the Corporatiod hapresented several
times to Government to enhance the retention mdrgm 12.5per cent to 35
per cent. The decision of the Government was awaited. Epm@yrwas not
tenable since Corporation had not been authorsegduct cost of collection
in excess of 12.per cent.

The matter was brought to the notice of the Govermnm March 2004; their
reply had not been received (December 2004).

8.6  Loss of revenue due to non/short levy of inspgan fees

Indian Electricity Rules, 1956 provide that wherstallation is already
connected to the supply system of the suppliemyesach installation shall be
periodically inspected and tested either by th@eesor or by supplier as may
be directed by the State Government. The categofi@sstallation which are
subject to inspection periodically and rate of f@ayable was notified by
Energy Department in September 1991 which was durtrevised in
December 2001, effective from 29 March 2002.

Test check of records of Electrical Inspector (Bhubaneswar in February
2004 revealed that out of 25 divisions functionimgder El, Bhubaneswar
during 2002-2003, inspection fee of Rs.2.58 croes wot levied on private
distribution companies as per revised rate in respé 16 divisions and

demand of inspection fees of Rs.1.80 crore work&doa average basis was
not raised at all in respect of other nine divisiomhus there was non/short
levy of inspection fees of Rs.4.38 crore by El, Bleswar.

After this was pointed out in February 2004, the Bthubaneswar replied in
June 2004 that demand of Rs.4.08 crore at thee@viste of inspection fee
was raised in June 2004 against all 25 divisions.

The matter was brought to the notice of the Govermtnm March 2004; their
reply had not been received (December 2004).

8.7 Non-levy of Inspection fees

As per Government of Orissa, Department of Energtifioation of
28 December 2001 inspection fee of Rs.25 per T\heotion is leviable on
cable TV net work, effective from 29 March 2002.

Cross verification of records of El, Bhubaneswahwhose of Central Excise
and Customs, Bhubaneswar Range-Il revealed thamgany providing cable
TV connection to customers under a brand name degdoservice tax of
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Rs.5.48 lakh in March 2003 which was collectedhat tate of Rs.9.75 per
customer from 56,160 customers. The El levied iospe fee of Rs.0.56 lakh
on 2,250 cable TV customers instead of Rs.14.04 tak 56,160 customers,
which resulted in non-levy of fee of Rs.13.48 lakh.

After this was pointed out in audit in February 206he El, Bhubaneswar
raised demand of Rs.13.48 lakh in August 2004.

The matter was brought to the notice of Governnredpril 2004; their reply
was awaited.

Bhubaneswar (Nand Kishore)
Dated : Accountant General (CW & RA)
Orissa

Countersigned

New Delhi (Vijayendra N. Kaul)
Dated : Comptroller and Auditor General of India
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ANNEXURE-A

(Reference to Paragraph 4.6.1 page-47)
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Annexure - B

(Reference to Paragraph 4.6.6 page 50)

Sl. Name of Treasury | Year Quantity Supply Difference
No. indented received

1. DTO, Ganjam 1998-99 6.85 2.52 (-) 4.33
1999-00 1.03 1.09 (+) 0.06

2000-01 3.36 1.97 (-) 1.39

2001-02 2.41 1.44 (-) 0.97

2002-03 5.67 1.53 (-)4.14

2. DTO, Gajapati, 1998-99 3.93 2.00 (-) 1.93
Parlakhemundi 2000-01 0.82 2.02 (+) 1.20
2002-03 0.76 0.12 (-) 0.64

3. STO, Gunupur 1998-99 0.96 0.21 (-) 0.75
1999-00 0.22 - (-) 0.22

2001-02 0.36 0.05 (-) 0.31

2002-03 3.07 0.46 (-) 2.61

4, STO, Aska 1998-99 2.33 1.73 (-) 0.60
1999-00 0.88 0.68 (-) 0.20

2000-01 1.60 1.80 (+) 0.20

2001-02 8.22 0.41 (-)7.81

2002-03 5.66 2.06 (-) 3.6
5. Special Treasury, | 1998-99 18.35 4.85 (-) 13.50
Berhampur, Ganjam 1999-00 11.92 2.15 (-) 9.77
2000-01 33.50 9.65 (-) 23.85

2001-02 6.65 5.23 (-)1.42

2002-03 10.40 3.62 (-) 6.78

6. DTO, Angul 1998-99 - 0.48 (+) 0.48
2000-01 0.15 0.98 (+) 0.83

2001-02 2.00 3.35 (+) 1.35

2002-03 1.69 - (-) 1.69

7. DTO, Dhenkanal 1998-99 - 7.01 (+) 7.01
2000-01 1.30 - (-) 1.30

2001-02 2.60 1.50 (-) 1.10

2002-03 3.60 - (-) 3.60

8. DTO, Keonjhar 1998-99 2.92 0.96 (-) 1.96
1999-00 14.79 - (-) 14.79

2000-01 7.40 3.07 (-) 4.33

2001-02 9.48 0.51 (-) 8.97
2002-03 10.89 0.79 (-) 10.10

9. STO, Betnoti 1998-99 0.49 3.53 (+) 3.04
2002-03 0.48 0.88 (+) 0.40

10. DTO, Balasore 1998-99 5.15 5.92 (+) 0.77
1999-00 12.21 3.21 (-) 9.00

2000-01 13.21 6.75 (-) 6.46
2001-02 37.32 3.00 (-) 34.32
2002-03 26.17 5.71 (-) 20.46
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Sl. Name of Treasury | Year Quantity Supply Difference
No. indented received
11. DTO, Sambalpur | 1998-99 1.15 2.61 (+) 1.46
1999-00 6.86 0.79 (-) 6.07
2000-01 8.46 3.33 (-)5.13
2001-02 8.31 - (-) 8.31
2002-03 1.61 - (-) 1.61
12. DTO, Bargarh 1998-99 6.71 2.47 (-) 4.24
1999-00 9.35 0.87 (-) 8.48
2000-01 6.36 6.56 (+) 0.20
2001-02 4.07 2.50 (-) 1.57
2002-03 1.35 0.50 (-) 0.85
13. DTO, Kendrapara | 1998-99 4.38 4.12 (-) 0.26
1999-00 1.28 0.56 (-) 0.72
2000-01 4.31 2.01 (-) 2.30
2001-02 2.96 2.10 (-) 0.86
2002-03 0.82 - (-) 0.82
14. STO, Talcher 1998-99 5.85 1.32 (-) 4.53
1999-00 2.55 0.07 (-) 2.48
2000-01 1.76 0.01 (-) 1.75
2002-03 - 0.50 (+) 0.50
15. DTO, Khurda 1998-99 55.93 4.85 (-) 51.08
1999-00 9.67 11.70 (+) 2.03
2000-01 47.60 6.03 (-) 41.57
2001-02 47.10 4.06 (-) 43.04
2002-03 32.83 11.06 (-) 21.77
16. STO, Rairangpur | 1998-99 4.73 1.34 (-) 3.39
1999-00 0.35 0.98 (+) 0.63
2000-01 16.15 - (-) 16.15
2001-02 1.00 1.39 (+) 0.39
2002-03 1.33 1.00 (-) 0.33
17. DTO, Mayurbhanj, | 1998-99 9.88 1.39 (-) 8.49
Baripada. 1999-00 12.86 0.05 (-) 12.81
2000-01 6.01 2.01 (-) 4.00
2001-02 7.13 2.06 (-) 5.07
2002-03 6.34 0.05 (-) 6.29
18. DTO, Bhadrak 1998-99 6.00 2.43 (-) 3.57
1999-00 1.10 1.61 (+) 0.51
2000-01 18.08 - (-) 18.08
2001-02 11.59 3.44 (-) 8.15
2002-03 7.04 5.55 (-) 1.49
19. STO, Khurda 1998-99 58.99 0.82 (-) 58.17
1999-00 7.88 0.82 (-) 7.06
2000-01 18.07 2.00 (-) 16.07
2001-02 3.38 3.22 (-) 0.16
2002-03 1.29 1.67 (+) 0.38
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15

Sl. Name of Treasury | Year Quantity Supply Difference
No. indented received
20. STO, Athagarh 1998-99 2.14 1.38 (-) 0.76
1999-00 0.18 - (-)0.18
2000-01 0.18 - (-)0.18
2002-03 - 0.27 (+) 0.27
21. DTO, Jajpur 1998-99 4.64 7.43 (+) 2.79
1999-00 15.17 1.30 (-) 13.87
2000-01 13.98 2.30 (-) 11.68
2001-02 1.30 0.64 (-) 0.66
22. DTO, Cuttack 1998-99 9.77 10.86 (+) 1.09
1999-00 12.69 1.09 (-) 11.60
2000-01 10.94 4.84 (-) 6.10
2001-02 2.00 4.00 (+) 2.00
2002-03 4.56 11.52 (+) 6.96
23. DTO, Jharsuguda 2002-0 26.55 2.10 (-) 24.4
24. DTO, Phulbani 1998-99 1.88 0.64 (-) 1.24
1999-00 0.73 0.56 (-) 0.17
2000-01 1.20 - (-) 1.20
2001-02 16.94 1.72 (-) 15.22
2002-03 12.76 0.11 (-) 12.65
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Annexure - C

Statement showing stock position of 24 treasuries.

1998-99

(Reference to Paragraph 4.6.6 page 50)

(Rupees in crore)

Sl. Name of TO/STO | Opening | Receipt Sale Closing
No balance balance
1. DTO, Jharsuguda 0.20 1.28 0.57 0.91
2. DTO, Ganjam 6.90 2.52 2.33 7.09
3. DTO, Gajapati 1.66 2.00 0.34 3.32
4. STO, Gunupur 0.51 0.21 0.16 0.56

5. Spl. TO, Berhampur  2.04 4.85 4.09 2.80
6. STO, Aska 0.97 1.73 1.07 1.63
7. DTO, Bargarh 9.05 2.47 2.96 8.56
8. STO, Athagarh 0.97 1.38 0.19 2.16
9. STO, Talcher 15.97 1.32 1.29 16.00
10. DTO, Khurda 13.41 4.85 6.65 11.61
11. DTO, Cuttack 26.11 10.86 6.33 30.64
12. DTO, Sambalpur 11.21 2.61 2.35 11.47
13. DTO, Balasore 10.39 5.92 4.07 12.24
14, DTO, Kendrapara 1.61 412 1.36 4.37
15. DTO, Bhadrak 11.18 2.43 2.22 11.39
16. DTO, Mayurbhanj, 6.28 1.39 1.60 6.07
Baripada.
17. DTO, Jajpur 15.12 7.43 1.56 20.99
18. STO, Khurda 16.69 0.82 1.07 16.44
19. DTO, Keonjhar 3.56 0.96 1.49 3.03
20. DTO, Angul 2.49 0.48 - 2.97
21. DTO, Dhenkanal 4.66 7.01 1.95 9.72
22. STO, Betnoti 1.26 3.53 0.38 441
23. STO, Rairangpur 3.41 1.34 0.39 4.36
24. DTO, Phulbani 1.69 0.64 0.38 1.95
Total : 167.34 72.15 44.80 194.69
Percentage of closing balance to sale 435%
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Annexure - C

1999-2000
(Rupees in crore)
Sl. Name of TO/STO | Opening | Receipt Sale Closing balance
No balance
1. DTO, Jharsuguda 0.91 1.05 0.75 1.21
2. DTO, Ganjam 7.09 1.09 2.50 5.68
3. DTO, Gajapati 3.32 0.01 0.52 2.81
4. STO, Gunupur 0.56 - 0.19 0.37
5. Spl. TO, Berhampur  2.80 2.15 3.96 0.99
6. STO, Aska 1.63 0.68 1.31 1.00
7. DTO, Bargarh 8.56 0.87 3.24 6.19
8. STO, Athagarh 2.16 - 0.23 1.93
9. STO, Talcher 16.00 0.07 1.85 14.22
10. DTO, Khurda 11.61 11.70 7.15 16.16
11. DTO, Cuttack 30.64 1.09 7.38 24.35
12. DTO, Sambalpur 11.47 0.79 2.37 9.89
13. DTO, Balasore 12.24 3.21 3.74 11.71
14, DTO, Kendrapara 4.37 0.56 1.32 3.61
15. DTO, Bhadrak 11.39 1.61 2.18 10.82
16. DTO, Mayurbhanj, 6.07 0.05 2.00 4.12
Baripada.

17. DTO, Jajpur 20.99 1.30 1.06 21.23
18. STO, Khurda 16.44 0.82 12.24 5.02
19. DTO, Keonjhar 3.03 - 1.53 1.50
20. DTO, Angul 2.97 1.20 - 4.17
21. DTO, Dhenkanal 9.72 - 1.35 8.37
22. STO, Betnoti 4.41 0.31 0.32 4.40
23. STO, Rairangpur 4.36 0.98 0.48 4.86
24, DTO, Phulbani 1.95 0.55 0.31 2.19
Total : 194.69 30.09 57.98 166.80

Percentage of closing balance to sale 288%
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2000-01
(Rupees in crore)
Sl. Name of TO/STO Opening Receipt Sale Closing
No balance balance
1. DTO, Jharsuguda 1.21 3.11 0.86 3.46
2. DTO, Ganjam 5.68 1.97 2.67 4.98
3. DTO, Gajapati 2.81 2.02 0.43 4.40
4. STO, Gunupur 0.37 - 0.15 0.22
5. Spl. TO, Berhamput 0.99 9.65 4.87 5.77
6. STO, Aska 1.00 1.80 1.52 1.28
7. DTO, Bargarh 6.19 6.56 3.71 9.04
8. STO, Athagarh 1.93 - 0.54 1.39
0. STO, Talcher 14.22 0.01 1.91 12.32
10. DTO, Khurda 16.16 6.03 10.1Q 12.09
11. DTO, Cuttack 24.35 4.84 6.15 23.04
12. DTO, Sambalpur 9.89 3.33 2.53 10.69
13. DTO, Balasore 11.71 6.75 5.49 12.97
14, DTO, Kendrapara 3.61 2.01 1.59 4.03
15. DTO, Bhadrak 10.82 - 2.94 7.88
16. DTO, Mayurbhanj 412 2.01 1.72 4.41
Baripada.
17. DTO, Jajpur 21.23 2.30 1.26 22.27
18. STO, Khurda 5.02 2.00 1.96 5.06
19. DTO, Keonjhar 1.50 3.07 2.16 2.41
20. DTO, Angul 417 0.98 2.93 2.22
21. DTO, Dhenkanal 8.35 - 2.62 5.73
22. STO, Betnoti 4.40 0.44 0.55 4.29
23. STO, Rairangpur 4.86 - 1.16 3.70
24, DTO, Phulbani 2.19 - 0.38 1.81
Total : 166.78 58.88 60.20 165.46
Percentage of closing balance to sale 275%
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Audit Report (Revenue Receipts) for the year ended 31 March 2004

Annexure - C

2001-02
(Rupees in crore)
Sl. No. | Name of TO/STO | Opening | Receipt | Sale | Closing balance
balance
1. | DTO, Jharsuguda 3.46 0.22 0.88 2.80
2. | DTO, Ganjam 4.98 1.44 2.36 4.06
3. | DTO, Gajapati 4.40 - 0.75 3.65
4. | STO, Gunupur 0.22 0.05 0.06 0.21
5. | Spl. TO Berhamput 5.77 5.23 5.4% 5.55
6. | STO Aska 1.28 0.41 1.37 0.32
7. | DTO Bargarh 9.04 2.50 4.28 7.26
8. | STO Athagarh 1.39 - 0.29 1.10
9. | STO Talcher 12.32 - 1.85 10.47
10. | DTO Khurda 12.09 4.06 9.74 6.41
11. | DTO Cuttack 23.04 4.00 7.88 19.16
12. | DTO Sambalpur 10.69 - 2.29 8.40
13. | DTO Balasore 12.97 3.00 6.18 9.79
14. | DTO Kendrapara 4.03 2.10 1.63 4.50
15. | DTO Bhadrak 7.88 3.44 2.96 8.36
16. | DTO Mayurbhanj, 4.41 2.06 0.93 5.54
Baripada
17. | STO Khurda 5.06 3.22 1.68 6.60
18. | DTO Keonjhar 241 0.51 1.61 1.31
19. | DTO Angul 2.22 3.35 1.91 3.66
20. | DTO Dhenkanal 5.73 1.50 2.22 5.01
21. | STO Betnoti 4.29 0.01 0.41 3.89
22. | DTO Jajpur 22.27 0.64 1.18 21.73
23. | STO Rairangpur 3.70 1.39 1.68 3.41
24. | DTO Phulbani 1.81 1.72 0.34] 3.19
Total : 165.46 40.85 | 59.93 146.38
Percentage of closing balance to sale 244%
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Annexure

Annexure - C

2002-03
(Rupees in crore)
Sl. No.| Name of TO/STO | Opening Receipt Sale Closing
balance balance.
1. DTO, Jharsuguda 2.80 2.10 1.05 3.85
2. DTO, Ganjam 4.06 1.53 3.16 2.43
3. DTO, Gajapati 3.65 0.12 1.00 2.77
4. STO, Gunupur 0.21 0.46 0.07 0.60
5. Spl. TO Berhampur 5.55 3.62 7.51 1.66
6. STO Aska 0.32 2.06 1.31 1.07
7. DTO Bargarh 7.26 0.50 3.53 4.23
8. STO Athagarh 1.10 0.27 0.44 0.93
9. STO Talcher 10.47 0.50 1.01 9.96
10. DTO Khurda 6.41 11.06 10.93 6.54
11. DTO Cuttack 19.16 11.52 11.85 18.83
12. DTO Sambalpur 8.40 Nil 2.24 6.16
13. DTO Balasore 9.79 5.71 6.74 8.76
14, DTO Kendrapara 4.50 0.82 2.04 3.28
15. DTO Bhadrak 8.36 5.55 3.94 9.97
16. DTO Mayurbhanja, 5.54 0.05 1.12 4.47
Baripada
17. STO Khurda 6.60 1.67 2.17 6.10
18. DTO Keonjhar 1.31 0.79 2.01 0.09
19. DTO Angul 3.66 - 2.09 1.57
20. DTO Dhenkanal 5.01 - 2.08 2.93
21. STO Betnoti 3.89 0.88 0.51 4.26
22. DTO Jajpur 21.73 (-) 0.37 1.32 20.04
23. STO Rairangpur 3.41 1.00 1.08 3.33
24, DTO Phulbani 3.19 1.11 0.38 2.92
Total : 146.38 49.95 69.58 126.75
Percentage of closing balance to sale 1829

115







©

COMPTROLLER AND AUDITOR GENERAL OF INDIA
2005

PRINTED AT ORISSA GOVERNMENT PRESS, CUTTACK-10

http://cagindia.or g/states/orissa/2004




