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PREFATORY REMARKS

This report for the year ended 31 March 2000 has Ipeepared for submission to the Governor
under Article 151(2) of the Constitution.

The audit of revenue receipts of the State Govemrigeconducted under Section 16 of the
Comptroller and Auditor General’s (Duties, Powensl £onditions of Service) Act, 1971. This
Report presents the result of audit of receiptspriging sales tax, taxes on motor vehicles, land
revenue, State excise, forest receipts, miningipeceand other departmental receipts of the
State.

The cases mentioned in this Report are among thbgsh came to notice in the course of test
audit of records during 1999-2000 as well as thusteced in earlier years but which could not
be covered in previous years’ Reports.







OVERVIEW |

This report contains 30 paragraphs and 4 revieveting to non-levy, short levy of tax,
penalty, etc. involving Rs.260.05 crore which is7d0per centof the revenue receipts of
1999-2000. The Government has accepted audit adtgmmg involving Rs.6.15 crore of
which Rs.0.64 crore had been recovered upto AWRBD. Some major findings are
mentioned below :-

(i)

(ii)

(iii)

The total revenue raised by the Government w$$a during the year 1999-2000 was
Rs.2420.56 crore comprising tax revenue of Rs.DBdrore and non-tax revenue of
Rs.716.48 crore. While tax revenue consists maihigales Tax (Rs.1107.55 crore),
the non-tax revenue was mainly from Mines and Mitse(Rs.320.09 crore).

{Para 1.1}

Test check of records of Sales Tax, Motor \6és Tax, Land Revenue, State Excise,
Forest, Mines and Minerals, and Other Departmeottiddes conducted during the
year 1999-2000 revealed under-assessment, shgfioley of revenue etc. amounting
to Rs.417.33 crore in 4,01,773 cases. During thar y©99-2000, the concerned
departments accepted under-assessment etc. of.6%.8&re involved in 28,579
cases pointed out during 1999-2000 and earliersyear

{Para 1.9}

As on 30 June 2000, 3,769 inspection repassied upto December 1999 containing
12,087 audit observations involving Rs.666.67 cnere outstanding for want of
comments/final action by the concerned departments.

{Para 1.10}

Vii



(b)

(€)

(d)

(ii)

(iii)

(iv)

A review on “Collection of Sales Tax Arrears®®wealed the following:

Improper maintenance of records resulted iretineporting of arrears amounting to
Rs.18.30 crore in seven circles.

{Para 2.2.6(b)}

Arrears amounting to Rs.26.58 crore were panébn collection in 7,198 cases under
tax recovery proceedings for periods ranging frara gear to twenty two years.

{Para 2.2.7.1}

Collection of arrears of Rs.58.06 crore in 8 %ases was held up due to stay granted
by departmental officers of which arrears of R8I5rore in 2,278 cases were held
up for more than three years due to non-vacationstafy orders granted by
departmental authorities.

{Para 2.2.8}

Non-initiation of collection proceedings ancation/improper action of the assessing
officers resulted in loss of revenue of Rs.88 lakh.

{Para 2.2.10(a)}

Application of incorrect rate of tax led toath levy of tax of Rs.81.34 lakh.
{Para 2.3}

Incorrect grant of exemption/deferment ledsteort levy of tax of Rs.1.53 crore.
{Para 2.4}

Allowance of inadmissible deduction led to shlevy of tax of Rs.99.07 lakh.
{Para 2.8}

viii
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(i)
(@)

(b)

(©)

(ii)

(iii)

[Motor Vehicles Tax ]

A review on “Arrears of Motor Vehicles Tax” realed the following:

Non-compliance of recommendations of PublicdAagts Committee led to continued
growth in arrears from Rs.19.23 crore in 1994-9R$043.12 crore in 1999-2000.

{Para3.25}

Demand notices were not issued in 675 casedvimg arrears of tax and penalty
amounting to Rs.7.08 crore.
{Para3.29}
318 certificate cases involving arrear of Risicrore could not be sustained due to
lack of diligence on the part of assessing officer.
{Para3.2.11 (A) }
Motor vehicles tax and additional tax incladi penalty amounting to Rs.1.80 crore
was either not realised or short realised in retspie407 vehicles.
{Para 3.3}

Tax and penalty of Rs.9.25 crore was not iggal though the vehicles were neither
covered by off-road declaration nor was tax paidthrer regions.

{Para 3.5}

[Land Revenué

Non/short realisation of water rate for use of wdtem Government sources of
Rs.66.79 lakh.

{Para 4.2}




(i)

(ii)

(@)

(b)

(©)

(d)

State Excis¢

Loss of Excise Duty of Rs.7.99 crore on accoohtower outturn of rectified spirit
from molasses due to non-adoption of Chemical ErRarns reports in working out
the outturn of stock.

{Para5.2}

Failure of licensee to maintain minimum stosisulted in loss of Excise Duty of
Rs.63.61 lakh.

{Para 5.3}

[Forest Receipt%

A review on “Collection of Arrears of Forest Redsiprevealed the following:

Improper maintenance of essential records tedurider reporting of arrears of
Rs.5.12 crore.

{Para6.2.6}

Non-institution of certificate cases involviagrears of Rs.23.23 lakh in 136 cases led
to loss of revenue of Rs.23.23 lakh as the casgbbeome time barred.

{Para 6.2.7 (A)(a)}

Arrears of royalty amounting to Rs.81.58 lakitstanding against a firm remained
unrealised due to inaction on the part of the depeanmt.

{Para 6.2.7 (A) (d)}

Steps were not taken by the department to excamear of Rs.55.66 crore pending
from the Orissa Forest Development Corporation.

{Para 6.2.7 (B)(i)}




(e) Non-finalisation of rate of royalty of sal sefmt the year 1992 to 1994 resulted in
increase in arrears of Rs.89 lakh.

{Para 6.2.7 (B)(iii)}

7 [Mining Receipts ]

Levy of royalty on the quantity recovered from bicegion plant instead of on the
quantity removed from seam led to short levy ofatbyof Rs.1.07 crore.

{Para7.2(a)}

8 [Departmental Receiptg

® A review on “Assessment and Collection of Etaxty Duty” revealed the following:

(a) Certificate cases were not instituted for szdion of arrears of Electricity Duty of
Rs.9.70 crore from consumers whose power supplypked disconnected.

{Para8.2.7.1}

(b) Irregular grant of exemption of Electricity Quted to loss of revenue of Rs.17.17
crore.

{ Para 8.2.7.7(i) (i) }

(ii) Guarantee fees amounting to Rs.6.71 crore nedgealised from various loanees by
Commerce and Transport, Welfare, Textile and HasrdloCo-operation and Energy
departments.

{Para 8.3}

Xi






[ CHAPTER-1 : GENERAL |

1.1

Trend of Revenue Receipts

1.1.1 The tax and non-tax revenue raised by theefdovent of Orissa during the year
1999-2000, the State's share of divisible Unioresaand grants-in-aid received from the
Government of India during the year and the cowadmg figures for the preceding two
years are given below:-

(Rupees in crore)
1997-1998 | 1998-1999 | 1999-2000
| Revenue raised by State
Government
(a) | Tax Revenue 1421.74 1487.13 1704.09
(b) | Non-Tax Revenue 540.92 557.49 716.44
Total 1962.66 2044.62 2420.56
Il Receipts from Government of India
(a) | State's share of divisible union taxes 1563.61L 1694.5p 1748.45
(b) | Grants-in-aid 1105.76 815.26 1715.63
Total 2669.37 2509.78 3464.08
Il |Total Receipt of the State 4632.03 4554.40 5884.64
Government(I+I1)
IV | Percentage of | to llI 42.37 44.89 41.13
* For details, please see Statement No.- 11- Betallccounts of Revenue by Minor Heads in the Finatceounts of the

Government of Orissa for the year 1999-2000. Figuneder the head "0021- Taxes on Income other @@poration Tax-
share of net proceeds assigned to States" book#t iffinance Accounts under A - Tax Revenue have bgeluded from

Revenue raised by the State and included in Sttet® of divisible Union Taxes in this Statement
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1.1.2 The details of the tax revenue raised duitiegyear 1999-2000 alongwith figures for
the preceding two years are given below:

(Rupees in crore)

Heads of Revenue 1997-1998 | 1998-1999 | 1999-2000| Percentage of increase (+)
or decrease (-) in
1999-2000 over 1998-99
1. Sales Tax 925.08 971.09 1107.55 (+) 14.05
2. Taxes and duties on 127.73 110.13 127.20 (+) 15.50
electricity
3. Land Revenue 38.69 58.5f 50.46 (1) 13.85
4. Taxes on Vehicles 141.78 143.18 155.53 (+) 08.63
5. Taxes on goods and 0.01 0.01 34.18 (+)341700.00
passengers
6. State Excise 105.80 109.6[ 114.82 (+) 04.70
7. Stamp duty and 76.77 87.59 102.01 (+) 16.46
registration fees
8. Other taxes and duties on 5.88 6.89 12.33 (+) 78.96
commodities and services
Total 1421.74 1487.13 | 1704.08

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

(a) Land Revenu€lhe decrease (13.8r cen} was stated to be due to (i) super cyclone
of October 1999 and (ii) 5per centremission of cess and §&r centsuspension of cess
granted by Government in December 1999 in 14 cychifected districts.

(b) Motor Vehicle TaxThe increase (8.68er cenf was stated to be due to increase of
transport population and increase of permit andiegtpon fees for driving licenses, fitness
certificates and registrations.

(c) State ExciseThe increase (4.70er cen} was stated to be due to settlement of excise
shops on renewal basis at{d€r centhike over the consideration money of the previges .

(d) Stamp and Registration FeeEBhe increase (16.4per cen} was attributed to more
collection of stamp duty and registration fee ogis&ation of more documents.

# Represents tax on ‘Entry of goods into local dredioduced in the State from 1 December 1999
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Reasons for variations in respect of sales taxstand duties on electricity, taxes on goods
and passengers though called for (April 2000) ftoemdepartments concerned have not been
received (November 2000).

1.1.3 The details of major non-tax revenue realth&dhg the years 1997-98 to 1999-2000

are given below:

(Rupees in crore)

Heads of Revenue 1997-1998 | 1998-1999 | 1999-2000 | Percentage of increase
(+) or decrease (-) in
1999-2000 over 1998-99
1. Forest 73.29 87.30 95.78 (+) 971
2. Mines and Minerals 317.15 314.05 320.09 (+) 192
3. Education 12.65 12.49 15.11 (+) 20.98
4. Interest 18.69 19.62 19.46 (-) 0.82
5. Public Health, Sanitation and 12.95 12.56 14.71 (+) 17.12
Water Supply
6. Irrigation, Navigation, Drainage 8.55 13.79 10.51 (-) 23.79
and Flood Control Projects
7. Police 6.60 08.71 10.17 (+) 16.76
8. Others 91.04 88.97 230.65 (+) 159.24
Total 540.92 557.49 716.48

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

@) Forest The reason for increase (9.7kr cen} was stated to be due to excess
collection of Rs.11 crore frolkendu leaveas compared to previous year’s collection.

(b) Education:The increase (20.9Ber cen} was stated to be due to deposit of arrear
receipts by non-Government colleges under Higheickton Department.

(© Irrigation: The decrease (23.f&r cenf was stated to be due to (i) super cyclone of
October 1999 and (ii) 5per centremission and 5fer centsuspension of current demand of
water rate granted by Government in 14 cyclonectdfidistricts.

(d) Police: The increase (16.76er cen} was stated to be due to collection of arrears and
revision of pay scales.

Reasons for variations relating to Interest, Pulbliealth, Sanitation and Water Supply,
Irrigation, Navigation, Drainage and Flood ContRiojects, and Others though called for
(April 2000) have not been received (November 2000)

* Includes receipt of dividend of Rs.111.14 crorearrdividend head and Rs.17.06 crore under otheirastnative services head.
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1.2  Non-implementation/delay in implementation of iscal reform measures
under Memorandum of Understanding (MOU)

The Government of Orissa and the Ministry of FirmnGovernment of India, agreed
(April 1999) that the Central Government would ss$he State Government to get out of
overdraft on the condition that the State Governmesuld implement certain specific time
bound reform measures which were enumerated inradvBndum of Understanding (MOU).
These measures included certain steps for additr@saurce mobilisation and increase in

user charges.

Audit scrutiny of the implementation of the MOU ealed the following position:

Resource Mobilisation Measures

According to the MOU, the State Government was irequto implement the following
measures including issue of Government orders dyl#ites specified against each:

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

No. measures action to be taken

1 Rationalising | Notification to be issued May 1999 Rationalisationof =~ Sales Tax
the current six| undertaken as of February 2000
rates of Sales raising tax rates of certain goods
Tax to three upwards.

2 Introduction of | Computerisation of procedure March 2000 Only tragnof officers on VAT hag
Value Added been undertaken.

Tax (VAT) Training of officers March 2000
Computerisation of accounts gf December 2001
traders

3 Kendu leaves | Preparation of strategy papgduly 1999 Forest Department intimated in April
trade to be and action plan 2000 to initiate action. No further
restructured progress.

4 Improve Upward revision and June 1999 Consideration money, minimym
excise rationalisation of license and guaranteed quantity and license fees
administration | minimum guarantee fees increased (April 2000) and Bihar
and Orissa Excise Bill passed (August
enforcement 2000) for improving  Excise

administration and enforcement.

5 Rationalising | Amendment bill to the Stamp June 1999 Amendment bill not yet introduced| in
stamp duty Act to be introduced in the the Assembly.

Assembly. The amendment
would emphasize among other
things authorising Government/
designated authority in respegct
of fixation of benchmark

valuation of land, collection of

deficient stamp duties instead
of impounding documents.




Chapter — 1General

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

No. measures action to be taken

6 Introduction of | Natification to be issued June 1999 Bill has beasspd by the Assembly
professional on 31.7.2000. Notification yet to be
tax issued as of August 2000.

7 Introduction of | Natification to be issued June 1999 Notificatiosued with effect from
Entry Tax 1.12.1999

[ Tax concessions-deferrals and exemptions

According to the MOU, the State Government hadriegoout a paper outlining the strategy
of phasing out tax concession to industries by R0ilIAL999. The paper was to contain a
detailed action plan for doing away with tax dedérro industries and for reducing tax
concessions. The Government orders to do away detérrals and reduce tax incentives at
least by 5(per centwas to be issued before the end of May 1999.

It was noticed that as against the target datendfMay 1999, Government withdrew tax
concession on deferment and tax exemption to indgstinder Industrial Policy Resolution
1989 (IPR-1989) and earlier IPRs with effect fromglist 1999. Deferment of tax was also
disallowed to industrial units with effect from Jeany 2000 except those who are already in
the pipeline.

[l User charges

In accordance with the agreement, the Governme@rigsa was to issue orders to determine
user charges for social and economic services aactthools, college and university fees,
water charges, health-care fees etc. Government algas required to enhance the user
charges for secondary and college education by 1289. It was, however, noticed that no
action was initiated by the Government to ensueesdime as of August 2000.

Government stated (September 2000) that an incieaddty per centof irrigation water
rates was under consideration of the Governmentewdniprovision has been made for
automatic increase in water rate tariff for urbastev supply at a rate of tgrer centover a
year subject to review after five years. It waghar stated (November 2000) that proposal
for user charges on educational and vocational iegudvas under consideration of
Government.
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1.3 Variations between Budget Estimates and Actuals

The variations between Budget Estimates of revdaughe year 1999-2000 and the actual
receipts under the principal heads of tax and m@nrevenue and the reasons therefor as
intimated by the respective departments are giwtomb

(Rupees in crore)

Sl. | Heads of Revenue| Budget Actual Variations | Percentage of
No. Estimates receipts Increase (+) variation
Shortfall (-)
Tax Revenue
1 | Sales Tax 1200.00 1107.55 (-) 92.45 (-) 07.70
2 | Taxes and Duties 131.00 127.20 (-) 03.80 (-) 02.90
on electricity
3 | Land Revenue 63.00 50.46 () 12.54] (-) 19.9
4 | Taxes on vehicles 196.00 155.53 (-) 40.47 (-) 20.6b
5 | State Excise 130.60 114.82 (-) 15.78 (-) 12.08
6 | Stamp duty and 100.00 102.01 (+) 02.01 (+) 02.01
Registration fees
Non-Tax Revenue
7 | Mines and 346.09 320.09 (-) 26.00 (-) 751
Minerals
8 | Forest 110.00 95.78 (-) 14.22 (-) 12.92
9 | Education 13.62 15.11 (+) 01.49 (+) 10.94
10 | Interest 20.00 19.46 (-) 00.54 (-) 02.70
11 | Police 08.00 10.17 (+) 02.17 (+) 27.13

(a) Sales taxThe shortfall (7.per cen} was reported to be mainly due to (i) recession in
mines, automobiles and works contract sectorsdiiminishing demand for minerals in the
market, (iii) nullification of section 13 AA of Gssa Sales Tax Act, 1947 by Hon'ble
Supreme Court in February 2000, (iv) diversion raide in motor vehicle sector to other
States (Bihar and M.P.) in February and March 20@® to adoption of floor rate fromper
centto 12 per centwhich the above States have not adopted, (v) teffieche trade of the
super cyclone of October 1999 and (vi) uncertaietyarding withdrawal of incentives under
IPR 1989.

(b) Land RevenueThe variation (19.9@er cent)was stated to be due to (i) fixation of
target at Rs.63 crore against demand for Rs.39%8f @and (i) sanction of 5@er cent
remission and 5per centsuspension in 14 districts affected by super aylo
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(c) Motor Vehicles TaxThe shortfall (20.6%er cenf was stated to be due to want of
staff and reduction of vehicle population at thedeo check gates alongwith less receipt of
bank drafts relating to National Permits from oth®tates, engagement of staff in
Parliamentary and Assembly elections held in ther Y900 and the super cyclone in coastal
areas.

It was however noticed in audit that the shortéadturred despite an increase of 12pEs
centin the number of vehicles on road during 1999-2880@ompared to 1998-99.

(d) Mines and MineralsThe shortfall (7.5%er cen} was attributed to fixation of budget
at 10.1per centhigher than the previous year’s collection figundeereas the rates of royalty
was not increased during the year. To achieve tidgét estimate, there should have been 10
per centincrease in dispatch of minerals but increaseispalch of mineral was only 2.23
per cent

(e) Forest The shortfall (12.92er cen} was reported to be due to less payment of
royalty by Orissa Forest Development Corporationtiotber and bamboo along with less
collection of minor forest produces.

Q) Education The increase (10.9der cen} was due to deposit of arrear receipts by non-
Government colleges under Higher Education Departme

(9) Police The variation (27.1er cen} was stated to be due to collection of arrears and
revision of scales of pay.

Reasons for variations relating 8iate Exciseand Interestthough called for (April 2000)
have not been received (November 2000).

It was evident that the wide variation between Baidgstimates and Actual Receipts
reflected a lack of adequate assessment of actaaipts and the possibilities of additional
resource mobilisation as the Budget Estimates vibeieg framed without any specific
assessments of receipts from the respective adnaitivge departments concerned.

1.4  Analysis of Collection

The break up of the total collections (at the psessment stage and after regular
assessment) of Sales Tax during the year 1999-2080the corresponding figures for the
preceding two years as furnished by the departarengiven below:
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Rupees in crore)

Year Amount Amount collected Amount of Amount Net Percentage
collected at pre- after regular arrear demand | refunded | collection of of
assessment stags assessment collected tax col. 2t0 6
1 2 3 4 5) 6 7
1997-98 883.62 35.50 14.74 10.83 923.03 96
1998-99 977.89 31.55 18.05 55.61 971.88 101
1999-2000 1083.06 28.31 15.19 27.49 1099.07 99

The position of revenue collected by Sales Tax Diepnt as detailed above revealed that
the collection of revenue at pre-assessment stagged between 96 and 1p&r centduring
last 3 years ending March 2000.

1.5 Cost of Collection

The gross collection in respect of major revenueeipgs, expenditure incurred on their
collection and the percentage of such expenditarg@ross collections during the years
1997-98, 1998-99 and 1999-2000 along with the eeiewall India average percentage of
expenditure on collection to gross collections898-99 are given below:

(Rupees in crore)

Heads of Revenue Year Gross Expenditure | Percentage All India
collection on collection of average
expenditure | percentage for
to gross the year
collection 1998-99
1 Sales Tax 1997-1998 925.08 14.96 1.62
1998-1999 971.09 21.52 2.22 1.40
1999-2000 1107.55 20.70 1.87
2 Taxeson 1997-1998 141.78 3.29 2.32
vehicles 1998-1999 143.18 2.71 1.89 3.22
1999-2000 155.53 7.40 4.76
3 State Excise 1997-1998 105.80 7.83 7.40
1998-1999 109.67 11.69 10.66 3.25
1999-2000 114.82 11.16 9.72
4 Stamp duty and| 1997-1998 76.77 7.29 9.50
Registration 1998-1999 87.59 10.92 12.47 5.45
fees 1999-2000 102.01 14.41 14.13
* The difference of Rs.2.05 crore (Rs.925.08 crd®e.923.03 crore) is yet to be reconciled.
*x The difference of (-) Rs.0.79 crore (Rs.971.09&rdRs.971.88 crore) is yet to be reconciled.
i The difference of Rs.8.48 crore ( Rs.1107cBare — Rs.1099.07 crore) is yet to be reconcidmvémber 2000)
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The expenditure on collection of Sales Tax, Stateide and Stamp Duty and Registration
Fees as a percentage of total collections underegpective heads is higher as compared to
the national average.

1.6. Arrears of Revenue

As on 31 March 2000, arrears of revenue under ipahtieads of revenue as reported by the
departments were as follows:

(Rupees in crore)
Heads of Amount of Amount of Arrears more Remarks
Revenue arrears as on arrears as on than five years
31 March 31 March 2000 old
1999
1. Sales Tax 865.38 832.71 218.02 | The stages of arrears was as under:
(a) Demands covered by 133.94
Certificate proceedings/
Tax Recovery proceedings
(b) Demands stayed by
(i) Supreme Court/ High 332.18
Court
(ii) Departmental authorities 190.39
(c) Other stages
(i) Under third party notices 22.42
(i) Under show cause notices 149.73
(d) Amounts likely to be 4.05
written off
Total 832.71
2. Taxeson 42.68 43.12 -- Iltem-wise breakup was as under:-
vehicles . .
i) Orissa State Road Transport
Corporation 26.02
i) Private vehicle 17.10
Total 43.12
3. Land 13.60 20.87 -- The realisation has been suspended by Goyt.
Revenue in 14 cyclone affected districts.
Iltem-wise breakup was as follows:
(@) Rent 2.01
(b) Cess 6.34
(c) Nistar Cess 0.14
(d) Sairat 4.26
(e) Misc. Revenue 8.12
Total 20.87
4. State NA 6.96 -- Specific action taken to effect the
Excise recovery has not been furnished.
However, the stage-wise position of
arrears was as under:
a) Demands covered by 2.40
certificate proceedings
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(Rupees in crore)
Heads of Amount of Amount of Arrears more Remarks
Revenue arrears as on arrears as on than five years
31 March 31 March 2000 old
1999
b) Demands stayed by 2.63
High Court/ other
judicial authorities.
c) Demands stayed by 0.31
Departmental authority
of Government
d) Amounts likely to be 0.05
written of including
deposited amount of
Rs.2.80 lakh
e) Other stages of 1.57
recovery.
Total 6.96
5. Forest 57.94 45.64 -- Figures of 10 Divisions were not
furnished. The item-wise details in
respect of 17 divisions was as under:-
(a) Forest Lease 8.44
(b) Kendu Leaves 0.15
(c) OFDC 37.05
Total 45.64
6. Mines and 31.84 28.97 1.75 The stages of recovery was as under:
Minerals (a) Demand covered by 4.14
certificate proceedings
(b) Demand stayed by 0.20
High Court/Other
Judicial Authorities
(c) Amount likely to be 0.71
written off
(d) Recoverable amount 23.92
Total 28.97
7. Irrigation NA 11.15 - The realisation has been suspended by
(WR) Govt. in 14 cyclone affected districts.

Item-wise breakup was as follows :-

(i) Compulsory Basic 8.26
Water Rate

(i) Fluctuating Water rate 1.54

(iii) Non-Irrigation 1.35

Total 11.15

Arrears relating to 17 divisions only out of 2¥igdions.
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(Rupees in crore)

Heads of Amount of Amount of arrears | Arrears more Remarks
Revenue arrears as on as on than five years
31 March 1999 31 March 2000 old
8.0ther NA 8.12 - Item wise break up was as under :-

Depart- Residential Buildings

mental 1. M.L.A’s and Ex. 0.30

Receipts M.L.A'S

(Rent) 2. Boards qnd 0.36

G.A. Corporation

Deptt. 3. Privfate parties 0.32
4. Retired Govt. Servants 2.32
5. Transferred Govt. 1.07

Servants

6. Certificate cases 0.04

7. Central Govt. employees  1.14
occupying State Govt. Qrs.

and. water tax 0.11
8. Usual House Rent 1.69
9. Recovery stayed by High  0.02

Court and other judicial

authorities
Non-Residential Buildings 0.75
Total 8.12

9. Interest 26.01 76.94 - 1.Co-operation Department  52.17

More than Rs.2 lakh in each case (16
cases involving Rs.51.88 crore). The
reason for outstanding was stated to be
the poor financial condition of the co-
operative institutions.

2.Industry Department 24.77

Item wise break up was as under :
Orissa Small Industries Corp.

0.21
Industrial Development Corp.
6.06
Film Development Corp. 0.05
Orissa Instruments Co. 0.19
Orissa State Financial Corp.
11.02
State Aid Rural Industries
Program loanees 0.95
SalesTax loanees 3.79
Electricity Duty loanees 2.11
Panchayat Samiti Industries 0.39
24.77

Total
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1.7 Arrears in assessment

The details of Sales Tax assessment cases pentitige deginning of the year, cases
becoming due for assessment during the year, aispesed of during the year and the
number of cases pending finalisation at the endagh year, during 1995-96 to 1999-2000,
as furnished by the department are given below:

Year Opening Cases due for Total Case; finalised| Balance at | Percentage
balance assessment during the the close of | of column
during the year year the year 5t04
1 2 3 4 5 6 7
1995-96| 2,41,936 1,85,522 4,27,498 1,79,846 2,47,612 42
1996-97| 2,47,612 1,87,650 4,35,262 1,68,837 2,66,425 39
1997-98( 2,66,425 1,82,857 4,49,282 1,68,521 2,80,791 38
1998-99| 2,80,761 1,86,439 4,67,200 1,55,498 3,11,702 33
1999-00| 3,11,702 1,84,660 4,96,362 1,49,044 3,47,318 30

It would be seen that the number of outstandingsagent up from 247612 at the end of
1995-96 to 347318 at the end of 1999-2000 regigjedan increase from 5@er centin
1995-96 to 7(er centin 1999-2000. It was also noticed that the depantncould not even
dispose of the cases which became due during tre ye

1.8 Fraud and evasion of tax

The number of cases of evasion of tax detectedhdystles Tax department and assessments
finalised during 1999-2000 are given below:

Number of cases
A. (i) Cases pending as on 31 March 1999 15,856
(i) Cases detected during the year 1999-2000 2,483

Total 18,339

B. Cases in which investigations were dropped/ 4,243
assessments completed during the year 1999-2000

C. Cases which were pending at the end of the year 14,096
(i.e., 31 March 2000)

The revenue involved in these cases was not fuedigly the department. It would be seen
from the above that the disposal of detected cassssery low (23er cen}.
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1.9 Results of Audit

Test check of the records of Sales Tax, Motor Mebidax, Land Revenue, State Excise,
Forest, Mines and Minerals and Other Departmentiites conducted during the year

1999-2000 revealed under-assessment/short levy/tifssrevenue etc. amounting to

Rs.417.33 crore in 4,01,773 cases. During the eoafghe year 1999-2000, the concerned
departments accepted under-assessment etc. of.68.86re involved in 28,579 cases
which were pointed out in 1999-2000 and in easlesars.

This report contains 30 paragraphs and 4 reviewdving financial effect of Rs.2605 crore

of which Rs.6.15 crore has been accepted by GowntiDepartment. Recovery made in
these cases amounted to Rs.0.64 crore up to A2@@$t. Audit observations with a total

revenue effect of Rs.2.15 crore have not been &eddyy the Department/Government but
their contentions being at variance with the famtdegal position have been appropriately
commented upon in the relevant paragraphs. Repli¢ise remaining cases have not been
received (November 2000).

1.10 Outstanding inspection reports and audit obseations

Audit observations on incorrect assessments, shoyt of taxes, duties, fees, etc. as also
defects in the maintenance of initial records remtiduring audit and not settled on the spot
are communicated to the heads of offices and otlegrartmental authorities through

inspection reports. The heads of offices are reguio furnish replies to the inspection

reports through the respective heads of departmetiisn a period of one month.

The number of inspection reports and audit obsemsatrelating to revenue receipts issued
up to 31 December 1999 which were pending settléntgn the departments as on
30 June 2000 along with corresponding figuresHergreceding two years are given below:

1998 1999 2000
1.  Number of inspection reports 2896 3576 3769
pending settlement
2. Number of outstanding audit 10032 11558 12087
observations
3. Amount of revenue involved 335.04 395.74 666.67
(in crore of rupees)

Department-wise break up of the inspection repamts audit observations outstanding as on
30 June 2000 is given below:
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Rupees in crore)
Department Nature of Number of Amount of Year to Number of
receipts outstanding receipts which Inspection
Inspection | Audit involved observations Reports
reports obser- relate to which
vations even first
replies have
not been
received
1. Finance Sales Tax 602 2394 129.87 1972-73 to 37
1999-2000
Entertainment 160 180 0.95 1973-74 to 9
Tax 1999-2000
Luxury Tax 8 11 0.37 1997-98 to 5
1999-2000
2. Commerce Taxes on 282 3254 41.63 1970-71 to 15
and vehicles 1999-2000
Transport Taxes on goodg 70 237 1.09 1973-74 to --
(Transport) | and passenger 1987-88
3. Revenue and| Land Revenue 1017 2345 53.33 1997-98 to| 77
Excise 1999-2000
Stamp Duty 270 323 10.94 1976-77 to 46
and 1999-2000
Registration
Fees
State Excise 227 607 32.67 1973-74 to 11
1999-2000
4. Forestand Forest Receipts 555 1589 131.44 1967-68 to 24
Environment 1999-2000
5 Steel and Mining 100 191 16.96 1974-75to 1
Mines Receipts 1999-2000
6.  Others Departmental 478 956 247.38 1977-78 to 14
Receipts 1999-2000
Total 3769 12087 666.67 239

Given the huge pendency and the amount of revenualvied, it is recommended that
Government should look into this matter and enshed effective steps are taken (a) for
action against officials who failed to send repltesinspection Reports/Paras as per the
prescribed time schedule, (b) to raise demand ealdse the short levy/non-levy of tax, fees,
duties and arrears of revenue etc. in time boungneraand (c) to ensure proper response to

the audit observations by the departments concerned

Government stated (November 2000) that steps had baken to review the pending
inspection reports and audit observations. A MamtpCommittee had been formed in most

departments and an apex committee was being anestit
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\1.11(a) Response of the Departments to Draft AudRaragraphs \

Government of Orissa, Finance Department, in tleeitular memorandum (May 1967)
instructed various departments of the Governmergutamit compliance to the draft audit
paragraphs floated by the Accountant General (AG)rfclusion in the Audit Reports of the
Comptroller and Auditor General (C&AG) within sixeeks from the date of receipt of such
draft audit paragraphs. The above instructions weiterated (December 1993) while
accepting the recommendation of the High Power Citteen on response of the State
Governments to the Audit Reports of the C&AG. Theafd paras (DP) are normally
forwarded by the AG to the Principal Secretary/8ty of the administrative Department
concerned through demi-official letters seeking frcoration of the factual position and
comments thereon within the stipulated period ofegks.

Seventy one draft paragraphs being considered nidusion in this Report were demi-
officially forwarded to the Secretaries/Principaécgetaries of the concerned departments
during March-May 2000 with a request to verify tfaetual position and offer comments
thereon. Demi-official reminders were also issuedha expiry of six weeks time in each
case. The position of response to the draft pamdetailed below:

SI. | Name of the Department/Nature | No.of draft paras| No. of draft paras in| No. of draft paras
No. of receipt forwarded respect of which in which replies
including review| replies were receive( were not received

1 Finance (Sales Tax) 26 26 Nil

2 Finance (Departmental Receipt) 01 01 Nil

3 Energy (Electricity Duty & Fees) 01 01 Nil

4 Transport (Motor Vehicle Tax) 17 16 01

5 Revenue (Land Revenue, Stamp 11 Nil 11
Duty and Registration Fees)

6 Excise (Excise Duty and Fees) 05 01 04

7 Mining and Geology (Mining 06 06 Nil
Receipts)

8 Forest and Environment (Forest 04 01 03
Receipts)

Total 71 52 19

While the Finance, Energy and Mining and Geologyp&tments have responded to all the
draft paras issued to them, no response was recéive the Department of Revenue in

respect of paras relating to Land Revenue, Stamy Brud Registration Fees. The Forest
Department and the Excise Department have respdodaae para each out of 4 and 5 paras
issued to them respectively.

Government stated (November 2000) that the condedepartments had been requested to
expedite submission of compliance to draft audiageaphs.
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\1.11(b) Follow up on Audit Reports

Finance Department instructed (May 1967 and May81 86 departments of the Government
to take suo motuaction to verify the facts and figure mentionedtive Audit Reports
presented before the State Legislature and subootrgrehensive note covering all aspects
of the cases in the Audit Paragraphs to the Pukticounts Committee (PAC) soon after
receipt of the Audit Report. In December 1993, Hieance Department further instructed
that the departments should submit explanatorysnote paragraphs included in the Audit
Reports indicating the action taken or proposebedaken within a period of three months
without waiting for any notice or call from PAC.r8e the Audit Reports of the Comptroller
and Auditor General of India (Revenue Receiptsjaggnt the culmination of the process of
statutory audit starting with initial inspection tife accounts records maintained in various
offices under departments of Government, it is irappee that they elicit appropriate and
timely response from the Executive as a measureatification of errors noticed in audit and
to safeguard the interests of revenue.

It was noticed that though the Audit Reports (RemeiReceipts) of the Comptroller and
Auditor General relating to the State for the yeE889-90 to 1997-98 were presented to the
State Legislative Assembly in December 1991, Octal®@92, April 1993, April 1994,
June 1995, July 1996, April 1997, July 1998 ang 1999 respectively, five departments did
not submitsuo motuexplanatory notes on 273 paragraphs/review papagrto the PAC for
examination of the cases as tabulated below:

Year No. of No. of paras No. of paras Finance Department Trans- Revenue and Excise Forest & | Steel &
paras in discussed by pending for port Department Enviro- Mines
the AR PAC after discussion for Depart- nment Depar-

getting want of ment (Forest | tment
compliance compliance d State Stamp Receipt) (Minipg
from notes from the ST ET DR MVT Rlésgnue Excise Duty & Receipt)
departments departments Regn.

1989-90 69 68 01 -- -- -- -- 01 -- --

1990-91 68 37 31 15 02 - -- 04 06 04

1991-92 63 51 12 - -- - -- 05 07 --

1992-93 54 21 33 - -- - 19 07 07 -- - --

1993-94 44 03 41 10 -- - 16 03 07 02 -- 03

1994-95 47 06 41 14 02 - 12 05 05 - -- 03

1995-96 40 -- 40 13 -= - 10 04 06 -= 04 03

1996-97 36 -- 36 09 -- 01 11 03 04 -- 03 05

1997-98 38 -- 38 10 01 -- 12 04 03] 03| 02 03]

Total 459 186 273 71 05 01 80 36 45 09 09 17

The break up revealed that the non-compliance diit paragraphs stood at 59.48r centof
total paras presented to the Assembly during tlewelperiod. Lack of follow up action on
Audit Reports by the Departments resulted in naiisation of substantive revenue to the
State besides recurrence of similar errors eveay.ye
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Government stated (November 2000) that the condedepartments had been requested to
take prompt action and submit explanatory notesh&o Public Accounts Committee for
examination.

\1.11(0) Response of the departments to PAC ReporBeEcommendations \

The Orissa Legislative Assembly (OLA) Secretargguied instructions (May 1966) to all

departments of the State Government to submit netemwing action taken by the

Government on various suggestions, observationgecwmmendations made by the Public
Accounts Committee (PAC) for their consideratiorthivi six months after presentation of
the PAC Report to the Legislature. The above iksitvas were reiterated by Government in
Finance Department in December 1993 and by the SkAretariat in January 1998. The
PAC Reports/recommendations are the principal nmedy which the Legislature enforces
financial accountability of the Executive to thegistature and it is appropriate that they
elicit timely response from the departments infdren of Action Taken Notes (ATNS).

However, it was noticed from the PAC reports sutediduring 18} and 11" Assembly that
36 Reports containing 265 paras/recommendationg wersented by the PAC before the
Legislature during February 1991 to December 1985 axamination of the Audit Reports
(Revenue Receipts) of 14 Departments for the y8&8b-B6 to 1992-93 as detailed below:

SI. | Name of the | PAC Report No./ Date of | Department to which it | No. of paras | Reference to Audit
No. | Assembly placement in Assembly relates outstanding Reports (R/R)
1 10" 4"27.02.1991 Revenue and Excise 21 1985-86
2 11"/30.03.1992 Steel and Mines 04 1987-88
3 12"/30.03.1992 Home 01 1986-87
4 13"12.11.1992 Fishery and ARD 04 1986-87
5 23923.03.1993 Housing and UD 01 1987-88
6 25723.03.1993 Irrigation 01 1987-88
7 28"23.07.1993 Energy 03 1986-87 & 1987-88
8 29%23.07.1993 Energy 02 1988-89 & 1989-90
9 307/11.11.1993 Commerce and Transport 16 1986-87
10 37911.11.1993 Commerce and Transport 05 1988-89
11 33%11.11.1993 Commerce and Transport 03 1989-90
12 34711.11.1993 Commerce and Transport 29 1990-91
13 47Y29.12.1993 Energy 04 1990-91
14 48"25.03.1994 Education 02 1990-91
15 50"/25.03.1994 Irrigation 02 1988-89 & 1989-9D
16 54/27.09.1994 Water Resources 01 1990-91
17 597/21.12.1994 Forest & Environment 18 1986-87
18 60"/21.12.1994 Forest & Environment 13 1987-88
19 67Y21.12.1994 Forest & Environment 05 1988-89
20 62'921.12.1994 Forest & Environment 16 1989-90
21 63921.12.1994 Forest & Environment 16 1990-91
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Sl. | Name of the | PAC Report No./ Date of | Department to which it | No. of paras | Reference to Audit
No. | Assembly placement in Assembly relates outstanding Reports (R/R)

22 11" 5/14.03.1996 Steel & Mines 03 1988-89

23 716.03.1996 Finance 14 1986-87

24 §"16.03.1996 Steel & Mines 05 1989-90

25 13722.03.1996 Steel & Mines 08 1990-91

26 14"/22.03.1996 Forest & Environment 14 1991-92

27 158722.03.1996 Revenue & Excise 18 1986-87

28 19"/31.07.1996 Finance 10 1987-88

29 20"/31.07.1996 Agriculture 01 1988-89

30 27931.07.1996 Home 03 1988-89

31 28"/27.11.1996 Finance 13 1988-89

32 27727.11.1996 Law 01 1988-89 & 1990-9

33 37927.11.1996 Home 02 1987-88

34 43%29.03.1997 Home 01 1991-92 & 1992-9

35 48"08.12.1997 Energy 02 1991-92

36 49"/08.12.1997 Energy 03 1992-93

Total 265

However, no ATN have been received from the depamtsso far. Thus, the very purpose of
placement of the Audit Reports in the Legislaturel aheir examination by the PAC

remained unfulfilled.

Government stated (November 2000) that the condetepartments were being requested to
act upon the Reports/Recommendations of the Pukdicounts Committee and submit

Action Taken Notes immediately.

18



(CHAPTER-2 : SALES TAX |

2.1 Results of Audit

Test check of assessments and refund cases anelcteditiocuments of the Commercial Tax
offices during 1999-2000 revealed under-assessofdak, loss of revenue etc. amounting to
Rs.197.38 crore in 499 cases which may broadlyabegorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 | Under-assessment of tax due tp 116 5.54
application of incorrect rate
2 | Incorrect grant of exemption 100 8.04
3 | Short levy of tax due to incorrect 128 6.37
computation of taxable turnover
4 | Non-levy of Interest 17 0.24
5 | Non-levy of surcharge 16 0.05
6 | Others 121 12.63
7 | Review on “Collection of arrears 1 164.51
of Sales Tax”
Total 499 197.38

During the year 1999-2000, the department accamedr-assessment etc. of Rs.12.89 crore
in 365 cases out of which 13 cases involving R&aRA were pointed out in 1999-2000 and
the rest in earlier years.

A few illustrative cases highlighting important @usbservations involving Rs.4.08 crore and
findings of a review on “Collection of sales taxemrs” involving Rs.164.51 crore are
mentioned in the following paragraphs.
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2.2  Collection of Sales Tax Arrears \

2.2.1 Introduction

The levy and collection of sales tax are governgdhle Orissa Sales Tax (OST) Act, 1947,
the Central Sales Tax (CST) Act, 1956 and the rindered thereunder. A registered dealer is
required to submit periodical returns in the prigmat manner to the assessing authority
alongwith proof of payment of tax. After finalisati of the assessment, the assessing
authority issues a demand notice specifying theitiaddl amount of tax due which is
payable within a period of thirty days of receiptlee demand notice. In the event of failure
to deposit the tax demanded, tax certificate prdicgs under the Orissa Public Demand
Recovery Act, 1962, (OPDR) is to be instituted ¢dases within the State. For cases outside
the State, Revenue Recovery Certificates are issnddr the Revenue Recovery Act, 1890
to the Revenue Recovery Authority.

The total arrears in sales tax collection at the @frthe financial years 1995-96 to 1999-2000

vis-a-vis the sales tax collected are as follows:
(Rupees in crore)

Year Sales Tax Sales Tax Percentage of arrears to the
collected arrears revenue collected
1995-96 716.10 722.36 100.87
1996-97 893.51 786.42 88.01
1997-98 925.08 971.92 105.06
1998-99 971.09 865.38 89.11
1999-2000 1107.55 832.71 75.18

The arrears during the period of 1995-96 to 199802¢aried from 75.1@er centto 105.06
per centof the sales tax revenue collected in those years.

The year-wise analysis of sales tax pending fdlectbn as on 31.3.2000 as reported by the
CCT Orissa (August 2000) is given below:

(Rupees in crore)

Year OST CST Total

Up to 1995-1996 202.16 101.71 303.87
1996-1997 51.43 51.54 102.97
1997-1998 144.57 34.86 179.43
1998-1999 51.35 27.34 78.69
1999-2000 127.04 36.66 163.70

Total 576.55 252.11 828.66
& Excluding Rs.4.05 crore proposed to be written off
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Out of the total of Rs.832.71 crore pending coltettas on 31.3.2000, an amount of
Rs.496.48 crore was pending in departmental pracged Rs.332.18 crore was under
litigation in the Supreme Court/High Court and R@X4crore was under the process of being
written off.

2.2.2 Organisational set up

The assessment and collection of sales tax is asteried by the Commissioner of
Commercial Taxes (CCT) Orissa who is assisted bgni@ercial Tax Officer (CTO) and
Additional Commercial Tax Officers (Addl. CTO) wankgy in various circles. The
Asst.Commissioner of Commercial Taxes (ACCT) anddifidnal Asst.Commissioner of
Commercial Taxes (Addl.LACCT) posted in the randes aarry out assessments in course of
disposal of appeals. However, the function of abiten of arrears rest with the CTOs and
Addl.CTOs. The assessing officers also act as TewofRery Officers (TRO).

2.2.3 Scope of audit

With a view to evaluating the efficacy of the ddpsntal machinery for collection of Sales
Tax arrears, records pertaining toout of 29 assessment Circles, dut of 9 Ranges and
office of the CCT were test checked in audit during period from August 1999 to March
2000. The records of twelve certificate officersf the Revenue Department were also test
checked in connection with the certificate cases.

2.2.4 Highlights

% Test check of seven circles revealed improper maiemance of records leading to
under reporting of arrears of Rs.18.30 crore.
{Para-2.2.6}

% Arrears amounting to Rs.26.58 crore were pending focollection in 7,198 cases
under Tax Recovery proceedings for periods rangingfrom one year to twenty two
years.

{Para-2.2.7.1}
* Bhubaneswar-l, Bhubaneswar-II, Cuttack-1l, GanjamKkeonjhar, Koraput-l and Sambalpur-I.
*x Cuttack-Il, Ganjam, Koraput anBlambalpur.
i Barbil, Berhampur, Bhubaneswar, Champua, Chatrapuypode Kendrapara, Koraput, Malkangiri, Nawarangpur

Parlakhemundi and Sambalpur.
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s Arrears amounting to Rs.10.07 crore in 1302 cases were pending collection under
third party notices for 1 to 23 years and reasonsof delay in collection were
attributed to pressure of work in the department.

{Para 2.2.7.4}

% Arrears amounting to Rs.49.76 crore in 1854 cases were pending collection under
show cause notices for 1 to 27 years.
{Para 2.2.7.5}

% Collection of arrears of Rs.58.06 crore in $78 cases was held up due to stay granted
by departmental officers of which arrears of Rs.1R87 crore in 2278 cases were held
up for more than three years due to non-vacation ofstay orders granted by
departmental authorities.

{Para 2.2.8}

% Non-adherence to extant instructions regarding dispsal of appeals within
prescribed time frame led to non-settlement of apg# cases involving demand of
Rs.389.46 crore.

{Para 2.2.9(a)}

% Non-initiation of collection proceedings and inactn/improper action of the
assessing officers resulted in loss of revenue of.B8 lakh.
{Para 2.2.10(a)}

2.2.5 Estimatesof Arrearsand Actual Collection

Position of arrears at the beginning of the yealgection of arrears estimated by the CCT
Orissa and actual collection of arrears as repdsjethe CCT Orissa for the year 1995-96 to
1999-2000 are as follows:

(Rupees in crore)

Year Arrears at Collection of Percentage Actual (-)Shortfall % age of

the arrears estimated | of Col. 3to | collection of | (+)Excess | shortfall/

beginning by the CCT, Col. 2 arrears excess in

of the year Orissa in the collection

Budget Estimates col.6to 3

@) (2 (3 4 (5) (6) (7)

1995-96 566.45 37.75 6.66 16.41 (-)21.34 (-)56.53
1996-97 722.36 37.00 5.12 63.64 (+)26.64 (+)72.0D0
1997-98 786.42 48.00 6.10 14.74 (-)33.26 (-)69.29
1998-99 971.92 19.20 1.98 18.05 (-) 1.15 (-) 5.99

1999-2000 865.38 19.69 2.28 15.19 (-) 4.50 (-)22.85
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It would be seen that though the collections duangear were estimated at a low 188
centto 6.66per centof the arrears at the beginning of the year, ttea collection of arrears
was even less with the shortfall ranging from 588 centto 69.29er cent

2.2.6(a) | mproper maintenance of records

The dues remaining unpaid at the end of a yeacamged forward to the Extract Demand

and Collection Registers which form the basic rddor show the position of pendency and

collection of arrears. Subsidiary registers are agjuired to be maintained to watch disposal
of different proceedings initiated to collect theears. Standing orders of CCT (July 1962)
required that concerned assessing officers shavigw these registers every month with a
view to ensuring their correctness. Scrutiny of ieords maintained in the seven circles test
checked disclosed that details in most of the cadegenalties levied, interest charged,

proceedings initiated to collect the arrears, cbibes made etc. were not posted in the
Extract Demand and Collection Registers and sudngidiegisters to reflect the current

position of the arrears. The Registers were neithesed regularly nor reviewed by the

assessing officer every month so as to reflecua position of the arrears in the monthly

progress report (MPR) submitted by the circle @ifficto the CCT, Orissa.

(b) Under-reporting of arrears

Check of subsidiary registers of seven circles \ligir Monthly Progress Reports (MPRS)
submitted to the CCT, Orissa disclosed that theaasrreported in the MPRs differed widely
from the position borne in the relevant registeas on 31 March 1999. This resulted in
under-reporting of arrears to the tune of Rs.18r80e as shown under.

(Rupees in crore)

Name of the Arrears as per Arrears as Difference (Arrears
circle registers of the reported in the short reported)
circles MPRs (+)Excess reporting
(-) Short reporting

Bhubaneswar-I 24.53 19.66 (-) 4.87
Bhubaneswar-I| 39.54 26.48 (-)13.06
Cuttack-I| 21.89 16.82 (-) 5.07
Ganjam-Il| 6.24 4.96 (-)1.28
Keonjhar 7.06 9.47 (+) 2.41
Koraput-I 32.00 34.70 (+) 2.70
Sambalpur-I| 13.23 14.10 (+) 0.87
Total 144.49 126.19 (-) 18.30

Register under Section-13(5) of the OST Act, Repisteler Rule-16(2) of the CST(O) Rules, Register usaetion-13-A(1) of
the OST Act, Register of Stay cases and Regist€axfRecovery Proceedings to watch the collecticar@fars lying at various

stages.
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2.2.7 Pendency of arrears at various stages
2.2.7.1 Collection of arrearsthrough Tax Recovery Procedure

Tax or any other amount due under the OST/CST &muiaining unpaid after the due date in
pursuance to notice is recoverable in accordandd wWie schedule for Procedure for
Recovery of Tax, 1976. The assessing officer islired to issue a certificate in Form-I
specifying the amount due from the assessee orodrer person. The TRO on receipt of
certificate, serves upon the defaulter a noticé&anm-2 requiring the defaulter to pay the
amount within the period specified in the noticdirig which the TRO shall proceed to
realise the amount by attachment and sale of tfeulier's movable/immovable property or
by arrest of the defaulter and his detention.

Test check of Tax Recovery case registers of seuetes revealed that tax, penalty and
interest amounting to Rs.26.58 crore were pendingdllection as on 31.3.1999 due to non-
disposal of 7,198 recovery proceedings as detaidalv :-

(Rupees in crore)

Name of the Circle Period of pendency No. of Amount of arrears involved
proceedings

Bhubaneswar-| 1977-78 to 1998-99 504 4.30

Bhubaneswar-II 1977-78 to 1998-99 731 5.81

Cuttack-II 1976-77 to 1998-99 2943 7.19

Ganjam-1lI 1977-78 to 1998-99 1073 1.40

Keonjhar 1977-78 to 1998-99 476 1.07

Koraput-I 1977-78 to 1998-99 378 1.45

Sambalpur-I 1977-78 to 1998-99 1093 5.36

Total 7198 26.58

The period of pendency ranged from 1 to 22 yeatd.dD the above, 66.3Per centof the
cases (4,779 cases) involving Rs.10.67 crore werglipg for more than five years, 7.89
per centof the cases (568 cases) involving Rs.2.28 crarenbre than three years and 14.96
per centof the cases (1077 cases) involving Rs.5.93 on@e pending for more than one
year.

On being pointed out in audit, the CTO, Cuttackilcle attributed (September 1999) the
reasons to pre-occupation of the officers with eehinent of targets for collection of
revenue, completion of assessments nearing timeahdr non-availability of property
particulars of the defaulters. The CTO, Bhubanedwarcle attributed the pendency of the
proceedings to closure of business and shiftindeadlers to other States. The replies in other
cases have not been received. The reasons atttiffatehe pendency are not tenable as
collection of arrears are part of the normal dutiethe assessing officers.

A few illustrative cases where the assessing affideave not taken adequate action for
recovery of revenue are as under:
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@) In Sambalpur-I circle, a company which was aexd sick in 1987 was allowed
incorrect deferment of tax and surcharge amourttngs.1.14 crore (tax Rs.1.11 crore and
surcharge Rs.0.03 crore) for three years from 1eBaper 1990 to 31 August 1993 by the
assessing officer as no notification to that efectequired under the OST Act was issued by
the Government. Scrutiny of assessment recordsalevehat the company collected tax
amounting to Rs.1.52 crore (excluding surchargecwiwas not collectable) during the
period of deferment against which an amount of R4.@rore was repaid (between January
1994 and June 1994). The company stopped its operat May 1997 and its registration
certificate was cancelled in April 1998. The taxaeery proceedings for Rs.1.03 crore to
attach the property worth Rs. 1.15 crore weredtetl (February 1996) without consent of
Board of Industrial and Financial ReconstructionHfB). The action of the department was
challenged by the company in the Orissa High Coline High Court restrained (March
1996) the assessing officer from passing final rder sale of property and BIFR also
ordered (April 1996) to suspend all coercive actmwl vacation of attachment orders. It was
observed in audit that the incorrect defermentvald by the assessing officer without
Government notification led to non-recovery of R&4lcrore. Had the deferment not been
granted, the revenue could have been recoveredtiiemompany since it was in operation
till May 1997.

(b) In Keonjhar circle, a dealer who was grantedi&eation Certificate in March 1988
purchased paper either tax free or at concessratglof tax during 1988-89 to 1992-93 for
the manufacture and sale of exercise books. Duhiegourse of departmental investigation,
it was found that the dealer had resold the matasiduch without going into manufacturing
process and the registration of the dealer wasetladcin September 1992. The dealer was
assessed between October 1992 and February 19886 &md penalty of Rs.14.22 lakh (tax
Rs.14.17 lakh and penalty Rs.0.05 lakh) for the #©88-89 to 1992-93 which was not paid
by the dealer. The interest of Rs.9.87 lakh wasapkeyupto December 1996. The notice
under tax recovery procedure had not been servegef report (December 1998) received
from the CTO, Koraput-Il circle, the dealer wasrgarg on business but no steps have been
taken to recover the amount of Rs.24.09 lakh.

(c) Test check of Tax Recovery records in 3 circl@uttack-1l, Koraput-l and
Sambalpur-1) revealed that arrears amounting t&6®R82 lakh pertaining to the period from
August 1980 to February 1997 were outstanding ircaées. Despite availability of
information in the registration and collection red®in the CTO offices as to possession of
movable/immovable property by the defaulters, niioacwas taken to recover the dues by
attachment and sale of the property even aftepselaf period ranging from 2 to 19 years.

(d) Similarly, test check of records of BhubanesWaGanjam-1ll and Keonjhar circles
revealed non-collection of arrears amounting t8R36 lakh for the period from May 1995
to November 1997 in 4 cases though the details@ptace of business of all the defaulting
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dealers were available in the registration andectitbn records in the office of the concerned
CTOs.

(e) Test check of Tax Recovery cases in six cifalisclosed that Tax Recovery notices
were issued (between January 1988 and Decembe 1992 cases to collect arrears of
Rs.4.20 crore. Thereafter, the TROs did not purdee cases to enforce the recovery
measures by attaching the movable and immovableepno Arrears of Rs.4.20 crore thus
remained uncollected for the period from March 1886ebruary 1999.

2.2.7.2 Non-initiation of tax recovery proceedings

In two circles (Cuttack-Il and Ganjam-lll), tax m@ry proceedings were not even initiated
to recover arrears of Rs.31 lakh in respect ofethdtealers though the demands fell into
arrears between October 1992 and July 1997. Ndicgsenalty were issued only in two out
of the three cases. No justification was availaisieecord for non-initiation of the recovery
proceedings.

2.2.7.3 Collection of arrears held under certificate proceedings

The OST Act provides that sales tax dues remainimzaid shall be recoverable with interest
as arrears of public demand. With the introductidthe departmental tax recovery scheme
from 1976, the certificate procedure under the OPRR 1962 is rarely resorted to by the
sales tax department for recovery of arrear demardspt in cases of defaulters shifted to
other States where requisitions and certificates fled with the concerned District
Collectors for arranging recovery of the arrearslainthe provisions of the Revenue
Recovery Act, 1890.

Test check of records of Koraput-I-circle disclogbdt a dealer was assessed to tax and
penalty amounting to Rs.7.11 lakh between Decerh®88 and March 1992. The assessing
officer filed (October 1993) a requisition with tl@ollector, Koraput, for recovery of the
dues under the provisions of the Revenue Recovety 3890, while the application of the
dealer for stay of recovery was under consideratiith CCT Orissa. The Collector, Koraput
moved (July 1994) the Collector, Jalore, Rajasfoafurther action in the matter. The dealer
challanged the action of the Collector, Koraputtle Orissa High Court who directed
(August 1995) the dealer to produce the stay ordetee CCT Orissa before the Collector,
Koraput, for passing necessary orders in the CEse.CCT Orissa granted conditional stay
orders in July and November 1995. In compliancerdérs of the Hon. Court, the Collector,
Koraput, requested his counterpart in Rajasthantmgiroceed further in the matter. The
Collector, Jalore returned (December 1995) thefimatie documents to Collector, Koraput.
The assessing officer, however, did not inform t@ellector, Koraput about the

+ Bhubaneswar-l, Bhubaneswar-II, Cuttack-1l, Keonjtkataput-1, and Sambalpur-I1.
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non-compliance of the condition of stay orders tgdrby the CCT (November 1995) and
also did not move the Collector, Koraput for revighthe certificate proceedings. Thus, lack
of effective pursuance of the case resulted inassreof Rs.6.91 lakh (the dealer paid
Rs.0.20 lakh in February, 1996) remaining uncodldct

2.2.7.4 Pendency of arrearsunder third party notices

The OST Act, 1947, provides that if a dealer failspay the demand the assessing officer
may, by a notice, require any person (i.e. thirdypdrom whom money is due to the dealer
to pay into the Government treasury the amountieédn the notice. Any person failing to
comply with the notice shall be personally liabtethe State Government and the amount
remaining so unpaid shall be recovered as arrdgrsldic demand or under the tax recovery
procedure.

Check of records of seven circles disclosed thataas to the extent of Rs.10.07 crore were
pending for recovery under third party notices jBOR cases for period ranging from 1 year
to 23 years as on 31.3.1999. The circle wise mosif pendency is given below:

(Rupees in crore)

Name of circle Period of pendency Number of cases| Amount of arrears involved
Bhubaneswar-I 1986-87 to 1998-99 212 1.29
Bhubaneswar-I| 1985-86 to 1998-99 128 2.98
Cutack-Il 1979-80 to 1998-99 197 0.76
Ganjam-IlI 1986-87 to 1998-99 135 1.67
Keonjhar 1987-88 to 1998-99 221 0.84
Koraput-I 1975-76 to 1998-99 345 1.75
Sambalpur-I 1983-84 to 1998-99 64 0.78
Total 1302 10.07

Out of the above, 67.89er centof cases (884 cases) involving Rs.3.04 crore \pereling
for more than 5 years, 13.1&r centof the cases (171 cases) involving Rs.3.11 crore f
more than 3 years and 11.8€ér centcases (148 cases) involving Rs.2.59 crore for rtiae
one year as on 31.3.1999.

The assessing officers did not enquire into theaea for non-payment of the dues by the
third parties in compliance of the notices served &iled to take action as per law for
discharge of liability by the third party.

On this being pointed out in audit, the CTOs of twncerned circles stated (between
August 1999 and March 2000) that compliance wouwdfilrnished after verification of
records and that the delays had occurred due ssymre of work.
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2.2.7.5 Non-disposal of show cause notices

The OST Act, 1947, and CST (Orissa) Rules, 195focevared the CCT Orissa to direct a
dealer to pay by way of penalty a sum not exceedimgrhalf of the total amount due in
addition to the amount demanded if the paymenbtshmade within the period stipulated in
the notice. Show cause notices issued for penelrait a quarter should be finalised in the
next quarter as per extant departmental instrustion

Test check of records of 7 circles disclosed ti#3834 cases of show cause notices issued
between 1971-72 and 1998-99 involving collectioma&ars of Rs.49.76 crore were pending
as on 31.3.1999 without levy of penalty or otheewiEhe circle-wise position of pendency is
given below:

(Rupees in crore)

Name of circle Period of pendency | Number of cases | Amount of arrears involved
Bhubaneswar-I 1986-87 to 1998-99 2306 13.31
Bhubaneswar-1l|  1986-87 to 1998-99 2099 17.47

Cuttack-II 1978-79 to 1998-99 3136 10.99

Ganjam-Iil 1976-77 to 1998-99 1228 2.52
Keonjhar 1980-81 to 1998-99 1300 1.82

Koraput-I 1971-72 to 1998-99 1170 1.83

Sambalpur-I 1978-79 to 1998-99 1615 1.82

Total 12854 49.76

Out of the above, 47.8per centof the cases (6,153 cases) involving Rs.9.29 onmee
pending for more than five years, 16.7kr cent of cases (2,148 cases) involving
Rs.3.77 crore for more than three years and 2ped&entof cases (2,579 cases) involving
Rs.23.94 crore for more than one year as on 3199.19

It is observed in audit that the lack of any swtyttime frame for disposal of show cause
notices and non-imposition of penalty in large nemdf cases for long periods has rendered
the penal provisions ineffective since it doess@te as a deterrent to dealers not paying the
demands.

2.2.8 Pendency of arrears under stay orders of departmental authorities

The Asst. Commissioners and Addl. Asst. Commiss®oa the range levels are the first
appellate authorities who hear appeals againstopiessed by the assessing officers raising
the demands and issue stay orders for recoveriieoflisputed demands. The CCT Orissa
also grants stay orders as the revisioning authaiiten appellants file petitions before him
for stay being aggrieved by the orders of the fiagpellate authority. According to
instructions issued by the CCT, appeal cases shmuttisposed of within three months.

Test check of records of stay cases of 7 circleslased that collection of arrears of Rs.58.06
crore was held up in 4,578 cases as on 31.3.198%adstay orders granted by departmental
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officers between 1975-76 and 1998-99 as detaildowb€eThe stay orders were yet to be

vacated by disposing of the related appeal cases:
Rupees in crore)

Name of the Period of pendency | No. of pending Amount of Cases pending for more
circle cases arrears involved than three years

No. of Amount of

cases | arrears involved
Bhubaneswar-I 1977-78 to 1998-9P 966 5.62 605 1.03
Bhubaneswar-I| 1986-87 to 1998-99 612 13.27 193 531
Cuttack-I| 1976-77 to 1998-99 530 2.94 355 0.46
Ganjam-Ill 1981-82 to 1998-99 347 0.66 71 0.33
Keonjhar 1977-78 to 1998-99 348 3.34 213 0.54
Koraput-I 1986-87 to 1998-99 542 26.96 235 8.11
Sambalpur-| 1975-76 to 1998-99 1233 5.27 606 1.75
Total 4578 58.06 2278 15.37

Though the pending cases included 2,278 casesvingohkrrears of Rs.15.37 crore held
under stay for more than three to twenty six yeaosyerification of the cases had been made
by the circle officers with records of the rangéaafrs to ensure that the cases were actually
pending for such long periods.

On being pointed out in audit, the CTOs admitteetleen August 1999 and March 2000)
the non-verification of cases. The Range Officasrdfut range stated (December 1999) that
out of the 542 pending stay cases, 54 cases imghkirears of Rs.5.11 crore were pending
with the State Sales Tax Tribunal. The pendenawmge level of the remaining cases were
attributed (December 1999) to the vacancies incddre of Range Officers and Addl. Asst.
Commissioner of Commercial Taxes. The Range OfficBanjam Range attributed
(January 2000) the pendency to disposal on priaitappeal cases involving high money
value.

2.2.9(a) Cases pending in appeals

Review report of CCT(O) revealed that 1,11,161 appases involving demand of Rs.389.46
crore remained unsettled as on 31.3.1999 for thieeeBtate despite instructions requiring
disposal of such appeal cases within 3 monthsaeif fliing. Out of the above, 30,102 cases
are pending for more than 3 years. Further detajtsad-wise analysis was not available in
the department. Although recovery measures arere@dble in law in respect of cases
pending in appeal, unless the demands are stagtdn daken by the department could not
be ascertained in audit due to non-maintenancayfecord.

2.2.9(b) Shortfall in disposal of first appeal cases

As per norms fixed by the CCT vide order dated @3uadry 1991, the Asst. Commissioner of
Commercial Taxes in-charge of the range shouldewtid substantive appeal orders per
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month and the Addl. Asst. Commissioners shouldeni® substantive appeal orders per
month exclusive of appeal and other miscellaneoutere passed under different Acts

administered by the department. The disposal oéalgpas disclosed in the review reports
when compared with the cases due for disposal rahe@orms showed that there was heavy
shortfall in disposal of appeals by the first apgtel authorities as depicted below:

Year No. of appellate No. of appeals No. of Shortfallas | Percentage of
authorities in position to be disposed appeals per norms shortfall
ACCT ﬁdCch:T Total of as per norms | disposed of
1995-96 09 23 32 12120 10442 1678 13.84
1996-97 08 19 27 10080 7913 2167 21.50
1997-98 09 16 25 8760 5093 3667 41.86
1998-99 09 23 32 12120 3994 8126 67.05

Though the shortfall in disposal of appeals bydppellate authorities increased from 13.84
per centin 1995-96 to 67.05er centin 1998-99, no steps were taken to clear the
accumulation of arrears except for repeated instmg to expedite disposals.

2.2.10 Loss of revenue due to time barred cases

@) The OST Act, 1947, provides that no collectivaceedings for recovery of any dues
shall be initiated after expiry of 12 years frone tthate of assessment. Test check of records
of two circles disclosed that a sum of Rs.88 laki#0 cases could not be recovered as the
cases had become time barred as shown under:

Sl. Name of the | No. of | Amount including Remarks
No. | circle/date of | cases interest
assessment [Rs. in lakh]

1 Koraput-I/ 1 86.00 The assessing officer requested (Septed®@2) Collector,
between Koraput to initiate certificate proceeding agaitiet dealer bu
December the requisite information regarding whereaboutshef dealer
1985 and and particulars of the property though called for the
December Collector in 1993 were not furnished by the assessificer.
1987 So the Collector returned the documents in Janu@8b and

February 1996. No action was taken by the assessfiogr
thereafter. Hence, the demand became time barradeée
December 1997 and December 1999.

2 Sambalpur-I/ | 39 2.00 The certificate cases instituted betwee818nd 1978 were
(Not available) cancelled by the Certificate Officer between Ju®®5L and
August 1999 for want of information such as whecedb of
the dealers and property particulars not furnistd the
assessing officer in time. Hence, the cases betameebarred.

Total 40 88.00
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(b) Test check of records of seven cirtleisclosed that no certificate/tax recovery
proceedings were initiated to collect the demarmueumting to Rs.48 lakh in 232 cases
assessed between November 1969 and March 1987e@aly, the demands became time
barred which resulted in loss of revenue of Rsak8 |

2.2.11 Monitoring
(a) Non fixation of target under tax recovery scheme

Observing that the ward officers had not been hitgcimportance to recovery of arrears
through tax recovery procedures, the CCT Orissarerd (August 1990) that range officers
should fix ward-wise and month-wise targets keepimgiew the position of arrears. Test

check of records of the CTOs and range officergatd that no targets had been fixed for
the ward officers for collection of arrears.

(b) Non-review of performance reports

After vesting of powers of Tax Recovery Officer (@R with the assessing officers
(February 1985), the CCT Orissa issued orders (1985) for submission of monthly
performance report by the CTOs to the Range Offieerd quarterly performance report by
the Range Officers to the CCT for review.

Test check of records of the Range Officers andGBd Orissa disclosed that neither the
monthly nor the quarterly review of the performan€¢he TROs were being conducted from
1992-93 onwards. Due to this lack of monitoringg 8theme of tax recovery has failed to
achieve the desired results and cases are peratitanf) periods.

(c) Non-verification of records of certificate cases

According to provisions of the Commercial Tax Malhaiad instructions issued by the Board
of Revenue (BOR) under the Orissa Public DemanadeWwey Act, 1962, the requisitioning
officers are required to cross verify the certific&ases (Register No. 1X) with the case
registers maintained by the Certificate OfficerggRter No. X) every month to ensure the
correctness and up to date maintenance of theieegjiest check of registers of three circles
(Ganjam-Illl, Keonjhar and Sambalpur-1) disclosedttross verification of these records
were not done for periods ranging from 2 to 10 gedn the absence of such cross
verification of records, the actual amount of arseheld under certificate cases was not
ascertainable. Reasons for non-verification wetduraished to audit.

# Bhubaneswar-l, Bhubaneswar-II, Cuttack-1l, GanjamKkeonjhar, Koraput-l and Sambalpur-I.
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(d) Pendency of second appeal cases

Under the provisions of the OST Act, 1947, any eeal the State Government, dissatisfied
with an appellate order of the first appellate attlf may within 60 days from the date of
receipt of such order prefer an appeal to the O8Bumal against such order. It was seen
from the records of the CCT Orissa that the pasitd pendency of second appeal cases at
the end of the year from 1995-96 to 1998-99 wdsl&svs:

Year No. of appeal cases pending
1995-96 22796
1996-97 23081
1997-98 23801
1998-99 23265

The age-wise analysis of the pending cases wasvalable. However, the pendency of
large number of cases at the end of each yearatedicthat no effective steps were being
taken to ensure speedy clearance of the pendings.cd$e actual amount of demand
involved in second appeal was not furnished byag4d .

(e Write off of irrecoverable revenue

In order to write off irrecoverable revenue, Gowveemt empowered (January 1979) the CCT
Orissa, the range officers and the CTOs to writeirécoverable revenue according to
delegated powers. For this purpose, committees wele formed at the range levels and
circle levels to recommend write off proposals. &nount of Rs.4.05 crore of irrecoverable
revenue was pending for write off as at the end3bf3.2000. Circle officers could not
produce any record of irrecoverable demands prapbasebe written off. No write-off
committees were formed by the range officers excefanjam range where though formed,
the Committee did not function.

2.2.12 Conclusion

Despite existence of enforceable provisions in @&T Act and rules made thereunder to
recover dues of Government, the department fadddke effective and meaningful action to
recover arrears of Government revenue. Non-adhergéacexisting instructions by the
revenue collecting authorities, improper mainteapicbasic records, failure to invoke penal
and coercive provisions in tax recovery proceedimlgsre clearly called for, failure to adhere
to time frame for disposal of cases and non-fixatd any statutory time frame led to non-
recovery of Government dues amounting to Rs.16drérk.

Government stated (August 2000) that the detailsui$tanding arrears had been sent to
concerned CTOs for specific comments along witlpstd be taken for realisation of
outstanding arrear dues which was awaited (Nover20@0).
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\2.3 Short levy of tax due to application of incorret rate of tax

Under the provision of Orissa Sales Tax (OST) A8#7, different rates of tax are applicable
in respect of different commodities. In 6 casesgieing to 4 circles, application of incorrect

rate of tax resulted in short levy of tax amountindrs.81.34 lakh as detailed below:

(Rupees in lakh)
Sl. Name of Assessment | Name of Taxable Rate of | Short Remarks
No | Circle Year/Month | commodity turnover | tax levy of
and year of leviable/ | tax *
assessment rate of
tax
levied
1 Cuttack-I 1994-95/ Voter's Photo 459.24 12 66.39 Government replied
(West) December Identity Card 4 (August 2000) that extra
1997 demand of Rs.86.60 lakh
had been raised against the
dealer. The dealer had pajd
Rs.43.28 lakh and the
balance has been stayed by
the Commissioner of Salgs
Tax (Orissa).
2 Cuttack-I 1996-97 and | Spare parts of 61.70 12 5.43 Government replied
(West) 1997-98/ Cycle and 4 (August 2000) tha
October 1997 | Cycle reassessment proceedings
and July 1998| Rickshaw had been  completefd
(March 2000) raising extra
demand of Rs.6.23 lakh.
Report on realisation was
awaited.
3 Cuttack-II 1995-96 to Pan Masala 42.59 12 3.75 Government replied
1997-98/ (without 4 (August 2000) tha
August 1996, | tobacco) reassessment proceedings
September had been completed (May
1997 and 2000) raising extrg
March 1999 demand of Rs.3.78 lakh
for the years 1995-96 tp
1997-98. Report o]
realisation was awaited.
4 Cuttack-lI 1996-97/ Repair of 53.12 8 2.34 The assessing officer
December Electrical 4 stated that the concessiorjal
1997 Transformer rate was applied relying on
(Works Court decision This is not
Contract) tenable since the
judgement is not
applicable in this case gs
the dealer did no
purchase  any  goods
against the prescribed
form. Rather the dealer hgs
& Including surcharge.

Kalinga Builders (P) Ltd. and another Vrs. C.C.T &0yl another [1999]-115 STC-81(Orissa).
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(Rupees

in lakh)

Sl.
No

Name of
Circle

Assessment
Year/Month
and year of
assessment

Name of
commodity

Taxable
turnover

Rate of
tax
leviable/
rate of
tax
levied

Short
levy of
tax *

Remarks

undertaken repair wor
which was included in the
definition of works
contract and it was hende
taxable at the rate
prescribed in the Act fo
works contract.
Government replied
(August 2000) that the
matter was unde
examination of the
department.

Bhubane-
swar-ll

1997-98/
August 1998

Repair of
Electrical
Transformer
(Works
Contract)

44.75

1.97

Government replied
(August 2000) that a
demand of Rs.1.97 lakh
has been raised. The dealer
had preferred appeal in the
High Court against the
order of assessment.

Dhenkanal

1996-97/
February
1998

India made
foreign liquor
(IMFL)

22.18

J;|'5

1.46

Government replied
(August 2000) that the
assessing officer raised the
demand (August 1998).
Report on the realisation
was awaited.

Total

81.34

2.4

Incorrect grant of exemption/deferment

The OST Act 1947 read with Industrial Policy Resiolns (IPR) of the State provides as
follows:

@) Sale of finished products of a new SSI unitldie exempted from tax for a period of
seven years from the date of commercial productizder IPR 1986 and 1989;

(b) Sale of finished products to the extent of @ased commercial production of an
existing SSI unit over and above the existing itedacapacity shall be exempted from tax
for a period of seven years from the date of consrakemroduction provided that the
additional capital investment is more than &% centof the capital investment of the unit
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and the expansion/modernisation/diversificatiorMie)) were undertaken on the basis of a
separate project report duly appraised by a firsdmastitution under IPR 1989; and

(c) Sale of finished products of SSI units whosenaggement has been transferred shall
be exempted from tax under IPR 1992 to the extadtfar the period as certified by the
concerned DIC except in the cases of units nottddidor tax exemption under IPR 1986 and
1989.

Audit scrutiny revealed (between September 1998 Jamdiary 2000) short levy of tax of
Rs.1.53 crore due to incorrect grant of exemptin8$I units as tabulated below:

(Rupees in lakh)

Sl. Name of | Assessment| Commodity | Rate | Turnover | Short Nature of irregularities
No. the year/ of tax | exempted | levy
circle month of OST of tax
assessment CST
1 2 3 4 5 6 7 8
1 Puri-Il 1997-98/ | Groundnut 4/8 1129.08 62.90 An oil mill set up under IPR 1986, iaeligible
March 1999 | (Kernel) industry was allowed exemption under IPR 1989 after
Edible ol 4/10 change of ownership.
Soap stock 4/12
2 Bolangir-1 1996-97 and| Molasses 16 188.19 33.8 Waste/by-products ar¢amdree under the OST Act
1997-98/ The exemption was allowed on the basis of exemption
January 1998 certificate issued by Director of Industries (Dljis3a
and including molasses as a finished product along with
March 1999 sugar. The DI has admitted (August 2000) that
molasses is a by-product.

3 Cuttack-II 1991-92 to | Lozenge 12 152.00 20.0( A Confectionery unit, asligible industry, set up
1997-98/ under IPR 1980 availing benefit as a continuingt uni
between under IPR 1989 was allowed exemption of tax on sale

February 1993 of finished products which was irregular.
and
August 1998
4 Cuttack-I 1995-96 (OST| Refractories Excess 11.62 | The unit was eligible for deferment of tax sale of
(Central) and CST)/ deferment 4373.46 MT of Refractories which comes to Rs.13|13
March 1999 lakh. But the assessing officer allowed deferménao

of Rs.23.48 lakh and surcharge of Rs.1.27 Igkh
resulting in excess deferment.

5 Cuttack-II 1995-96/ | Detergent 12 71.84 9.44 Verification of record4€ revealed that E/M/D wag
January 1999 irregularly allowed when the additional capital
investment was less than Zfer centof the capital
investment made for the original unit. The DI
admitted the fact (January 2000). Therefore exenp
of tax on sale of finished products over and abitnee
installed capacity of 750 MT was irregular.

=5

6 Rourkela-Il 1993-94 to | Refractories 4 194.09 8.54 The unit was transfeuei of IPR 1992. The DIC|
1996-97/ certified exemption of tax of Rs.29.42 lakh (May

December 1995). The assessing officer allowed exemptionagf [t

1997 on sale value of finished product worth Rs.376 4|

calculated at concessional rate giet cent Exemption
of tax was to be calculated at the rate ope6 centfor
sale of finished product valued at Rs.182.00 laklas
to allow exemption of tax upto Rs.29.12 lakh. The
on balance sale turnover of Rs.194.09 lakh wasetq b
calculated at the rate ofpkr centas the sale is coverefl

by Form-IV.
7 Balasore 1996-97 and| Repair of 8 71.11 6.26 | Amount received towards repair of dfarmers was
1997-98/ | transformers treated as sale of finished product of the SSI ani
November| (works irregularly exempted from tax instead of taxingttae
1998 | contract) rate applicable to works contract.

Total 152.60
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On this being pointed out in audit (between Sep&m®98 and January 2000), the assessing
officers re-opened (between September 1998 andadard00) the assessments except in
respect of cases at serial nos. 2, 3 and 4. In@faskno.3, the assessing officer stated that
“Lozenge” was not a confectionery. In respect aisR the assessing officer reopened the
case (September 1998) for 1996-97 but did not amreeopen the case for 1997-98 stating

that the exemption was granted on the certificegaad by Director of Industries.

The reply of the assessing officers were not tenabice (i) Molasses is a by-product of
sugar and is not exempted from tax under the OSTaAd (ii) “Lozenge” is a confectionery
of sugar as per judicial pronouncenf&nt

The matter was reported to Government (between MaaO0 and June 2000); their final
reply has not been received (November 2000).

\2.5 Short levy of tax due to escapement of taxabiernover \

(a) Under the OST Act, 1947, “voter’s photo idgntiard” is taxable at the rate of p2r
centas an unspecified item.

In course of audit of Bhubaneswar-l and CuttackGeritral) circle, it was noticed
(August 1999) that a registered dealer had disdlaseeipt of Rs.931.76 lakh instead of
Rs.1005.23 lakh during 1994-95 to 1997-98 whiletheodealer did not disclose the receipt
of Rs.39.16 lakh during the year 1995-96 from CeHilefictoral Officer, Orissa, on account of
supply of voter's photo identity cards. This resdltin short levy of tax of Rs.14.87 lakh
including surcharge on account of escapement aflaxturnover.

On this being pointed out in audit (August 1998 assessing officer agreed (August 1999)
to reopen the case. Further developments are a\@its/ember 2000).

(b) Under the OST Act, 1947, and rules made theteyrevery registered dealer shall
keep a true account of the value of goods bougtitsaid by him and maintain an annual
stock account of goods. While finalising the assesd, if the assessing officer finds any
concealment of purchases or sales, he shall rjecbooks of accounts of the dealer and
complete the assessment to the best of his judgemenrarrive at the uniform retail sale

price of IMFL, the license fee or consideration rapaid to the Excise Department is to be
included in the retail sale price of IMFL.

@ 35-STC- 127 in the case of M/s Annapurna Biscifg() Co. Vs. State of U.P.

36



Chapter-Il Sales Tax

In course of audit of Cuttack-Il circle, it was o@d (December 1999) that an IMFL dealer
purchased IMFL worth Rs.150.93 lakh during the yE294-95 without payment of tax on
the strength of statutory declaration but disclopesichase turnover of Rs.130.18 lakh
leading to concealment of purchases to the turiRsd0.75 lakh. The escapement of taxable
turnover worked out to Rs.35.44 lakh after takingpiaccount consideration money paid to
the Excise Department and profit margin ofgEd centthereon. This resulted in short levy of
tax amounting to Rs.1.56 lakh inclusive of surclearg

On this being pointed out in audit (December 19983 assessing officer re-opened
(January 2000) the case.

Government stated (August 2000) that reassessm@uequings had been completed
(March 2000) raising an extra demand of Rs.2.80 l@kcluding penalty of Rs.1.96 lakh).
Report on realisation was awaited (November 2000).

\2.6. Short levy of tax due to misclassification \

(a) Under the OST Act, 1947, taxable turnover ispeet of works contract shall be
deemed to be the gross value received or receitmgbdedealer for carrying out such contract
less the amount of labour charges and service ebaircurred for the execution of the
contract and shall be taxable at the rate péBcent It was judicially held that contract for
supply of chips and stones was a contract foralagmods and not for works and labour and
that tax shall be levied on such transactions etafipropriate rate applicable to sale of such
goods which is 1per cent

In course of audit of Puri-Il Circle, Jatni, it wasticed (May 1999) that a registered dealer
executed a contract with the Railways during tharyE995-96 for supply and delivery of
stacks of 50 mm hard granite stones and receivethgat of Rs.92.61 lakh in the same year.
The assessing officer, while assessing the deallewed (March 1997) a deduction of
Rs.50.94 lakh towards labour and service chargdsttaa balance amount of Rs.41.67 lakh
was taxed at the rate ofr centapplicable to works contract instead of taxing ¢méire
sale turnover (Rs.92.61 lakh) at the rate ofp&R cent This resulted in short levy of tax of
Rs.8.83 lakh including surcharge.

On this being pointed out in audit (May 1999), #ssessing officer agreed (May 1999) to re-
open the case.

* 1 State of Orissa Vs. Utkal Distributors Ltd. (4984 STC-347 (Orissa).
2 Anamolu Shesagiri & Co. Vs. State of Andhra Prad@si88) 45 STC-388.
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Government stated (August 2000) that the re-asssdsproceedings had been completed
(January 2000) raising an extra demand of Rs.&3 &and the dealer has paid Rs.0.50 lakh
(March 2000). Report on realisation was awaitedvidaber 2000).

(b) Under the OST Act, 1947, mill made fabrics @&ftain varieties as described in
column 3 of the first Schedule to the Additional tita of Excise (Goods of Special
Importance) Act, 1957, are exempted from tax. Hignsity Poly Ethylene (HDPE) sacks
made out of HDPE fabrics, being not covered undier above description and as also
judicially” held as plastic products, are taxable at theafal® per centunder the above Act
as well as under the Central Sales Tax (CST) Act.

During the course of audit of Bhadrak circle, itsmaoticed (December 1999) that while
assessing a dealer (engaged in manufacture andfdd@PE fabrics) for the year 1997-98,
the assessing officer exempted (February 1999pmesales turnover of HDPE fabrics worth
Rs.53.32 lakh (Rs.34.44 lakh under OST assessmeat R5.18.88 lakh under CST
assessment) classifying the same as mill madectinstead of plastic goods. This led to
short levy of tax of Rs.7.12 lakh including suraer

On this being pointed out in audit (December 199@ assessing officer replied
(January 2000) that action was being taken to exarhie facts brought out in audit.

Government stated (August 2000) that the assessfiugr had re-opened the proceedings.
Further reply was awaited (November 2000).

2.7 Non-assessment of unregistered dealer

Under the OST Act, 1947, a dealer shall be liablepay tax with effect from the month
immediately following a period not exceeding 12 nienduring which his gross turnover
exceeded Rs.1 lakh. The dealer who becomes liahpay tax is also liable for registration
under the Act. The Act further provides that if themmissioner is satisfied that the dealer is
liable to pay tax under the Act but failed to ganhself registered, the Commissioner may
assess the tax due from the dealer and imposetpedlject to the conditions stipulated in
the Act. The Orissa Commercial Tax Manual also jges for conducting survey in order to
detect new tax payers.

During the course of audit of income tax assessnmetiite office of the Income Tax Officer
(ITO), Jharsuguda, it was noticed (December 198@) &n income tax assessee disclosed
(March 1996) income of Rs.26.24 lakh towards exaguvorks contract and supply of stone

*x M/s Soosree Plastic Industry (P) Ltd. Vrs. Unidrindlia, vide OJC No.2755 of 1988 (Orissa)
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chips in his profit and loss account for the yeadieg 31 March 1995. As the payment
received during a year exceeded the prescribedaxable limit, the dealer was liable to pay
tax and get himself registered under the Act ibid.

Cross verification of records of Rourkela-1l circkvealed (December 1997) that neither was
the dealer registered under the Sales Tax Act iibthé department detect the dealer by way
of survey to bring the dealer under tax net. Failof the department to conduct effective
survey resulted in escapement of tax of Rs.1.93.lak

On this being pointed out (December 1997), thesz@sg officer assessed (September 1998)
the dealer and raised demand of Rs.1.36 lakh imdygenalty.

Government stated (August 2000) that the re-asse¥spnoceedings was completed raising
a demand of Rs.1.36 lakh and attachment order usegion 13A(i) of the Act has been
issued to the contractee for recovery of the duRsport on realisation was awaited
(November 2000).

\2.8 Short levy of tax due to incorrect deduction

Under the OST Act, 1947, the taxable turnover (TTtO)espect of works contract shall be
deemed to be the gross value received or receitgbdedealer for carrying out such contract
less the amount of labour and service chargesxecwion of the contract. The Government
in Works Department have also prescribed fixed greilage of labour and service charges for
execution of different types of works. It was judity” held that tax paid declared goods
when used in works contract, was a different astirdit commercial commodity after their
transformation and can be taxed again. As perblogeaAct and clarifications issued by the
Commissioner of Commercial Taxes (CCT), Orissaly(1i988) hire charges of goods is
taxable at the rate applicable to the goods hiretd Onder the Act, deduction towards
turnover on account of return of goods within thesgribed period of one month is
admissible.

Audit scrutiny (between March 1999 and December9)l9@vealed short levy of tax of
Rs.99.07 lakh due to incorrect deductions as suimsetbelow:

O M/s. Mossaic Manufacturing Association Vs. Stét&@amil Nadu (1995)-97-STC-503
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(Rupees in lakh)
Sl. | Name of the Assessment | Commodity | Rate | Escaped | Short Remarks
No | circle period/ of taxable levy
month of tax turnover | of tax
assessment
1 | Bhubaneswar-l| 1996-97/ | Execution of 8 965.58 84.97| (i) The assessing officer allowed
December works labour and service charges [of
1997 contract. Rs.1858.80 lakh instead of
1997-98/ admissible amount of Rs.1097.60
August 1998 lakh as per agreed terms ahd
condition of works contract and
orders of Government in Workis
Department.
(i) The assessing officer under
determined the TTO b
Rs.167.24 lakh due to error in
computation.
(i) The assessing office
incorrectly allowed deduction df
Rs.37.14 lakh towards tax pajd
declared goods which had
suffered tax and utilised in the
works contract after conversion
2 | Bhubaneswar-I| 1996-97 and| Hire charges| 16 59.34 10.44| The assessing officer allowed|the
1997-98/ of deduction of Rs.59.34 lakh
October machinery. received by the dealer towar;ﬂs
1998 hire charges of machinery on the
ground that such machinery were
purchased on payment of tax |at
first point. This was not corregt
in view of the fact that “sale and
hiring out” of goods are twg
different transactions for the
purpose of taxation.
3 | Cuttack-ll 1993-94/ Sale of 12 27.71 3.66| The assessing officer while
March 1997 | motor parts. assessing the dealer ex-parte
allowed deduction towards credit
notes without verification of the
fact whether the goods returned
were within the prescribed time
limit of one month.
Total 99.07

On these being pointed out in audit (March 1998 Badember 1999), the assessing officers
re-opened (between March 1998 and December 19%9)cdlses at sl.nos. 1 and 2 for
re-assessment while the extra demand of Rs.4.38(lakluding penalty of Rs.20,000) was

raised (January 1999) by the assessing officexdpect of case at sl.no. 3.

Government stated (August 2000) that the asseséiitgrs had re-opened the case for both
the years. As the dealer had preferred an appedhéoyear 1997-98, the assessing officer
had forwarded the objection to the Asst. Commismioof Sales Tax for consideration.
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In respect of case at sl.no.2, the reassessmeoeqatimgs was pending while in respect of
sl.no.3, the dealer had paid Rs.1.20 lakh and pezfean appeal to the Sales Tax Tribunal
whose decision was awaited.

2.9 Non/short levy of tax for contravention of de@ration

Under the OST Act, 1947, where goods specified hea tertificate of registration are

purchased by a registered dealer free of tax aftarshing a declaration for re-sale in Orissa
in @ manner that such resale shall be subjectxtartder the Act but are utilised by him for

any other purpose, the price of the goods so psethahall be included in the taxable
turnover of the purchasing dealer.

@) During the course of audit of Sambalpur-lllcté; Jharsuguda, it was noticed
(December 1999) that a registered dealer purchelestrodes worth Rs.34.26 lakh during
the year 1996-97 without payment of tax by furmsghihe prescribed declaration forms. Out
of the above, the dealer resold electrodes taxablehe rate of 12per centworth
Rs.20.75 lakh (after deductingper centprofit margin from sale price of Rs.21.79 lakh) in
course of inter-State trade or commerce. Hence, ctireesponding purchase value of
Rs.20.75 lakh was to be included in the taxableawer of the dealer. This resulted in non-
levy of tax of Rs.2.74 lakh including surcharge.

On this being pointed out in audit (December 19983 assessing officer re-opened
(January 2000) the case.

Government stated (August 2000) that re-assessmpteedings had been completed
(March 2000) raising extra demand of Rs.2.06 laRkport on realisation was awaited
(November 2000).

(b) During the course of audit of Rourkela-1 Ciralewas noticed (February 1998) that a
dealer who purchased iron and steel taxable atdtee of 4per centfor manufacturing
agricultural implements, furniture etc. on the basideclaration had resold the goods as such
in contravention of the declaration which resulitechon-levy of tax of Rs.33.59 lakh for the
period from 1992-93 to 1995-96. The assessing affreopened the case. Further, audit
scrutiny revealed (January 2000) a further non-leviax amounting to Rs.4.92 lakh relating
to the year 1996-97 though the registration ceetg of the dealer had since been cancelled
(September 1996) and the Additional CommissionerCommercial Taxes had ordered
(April 1997) further enquiry. This resulted in tbtaon-levy of tax amounting to
Rs.38.51 lakh for the period from 1992-93 to 1996-9
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On this being pointed out by audit, the assessffigeo reopened the case for 1996-97 also
for reassessment. Result of re-assessment is avwBiteember 2000).

Government stated (August 2000) that the concemssgssing officer had been asked to
submit compliance. Further reply was awaited (Noven2000).
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3.1 Results of Audit

Test check of records relating to assessment,atimiieand refunds of motor vehicles tax in
the office of the State Transport Authority, Orissad the Regional Transport Offices
conducted during 1999-2000 revealed under-assessofetax and losses of revenue
amounting to Rs.31.94 crore in 16,036 cases whiay lonoadly be categorised as under:
(Rupees in crore)

Sl. | Category No. of cases Amount
No.
1 | Short realisation/short levy of motor 729 1.30
vehicles tax/additional tax
2 | Non-levy/non-realisation of motor 6207 12.90
vehicles tax/additional tax
3 | Non/short realisation of compounding 342 0.08
fees
Non-realisation of composite tax 8151 0.89
Short realisation of Trade Certificate 160 0.03
fees/taxes
Loss due to other irregularities 446 0.35
Review on “Arrears of Motor Vehicles 1 16.39
Tax”
Total 16036 31.94

During the course of the year 1999-2000, the depart accepted under-assessment etc. of
tax amounting to Rs.2.83 crore in 2,843 cases whathbeen pointed out in audit in earlier
years.

A few illustrative cases highlighting important @udbservations involving Rs.13.91 crore
and findings of a review on “Arrears of Motor Veleg Tax” involving Rs.16.39 crore are
mentioned in the following paragraphs.
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3.2  Arrears of Motor Vehicles Tax

3.2.1 Introduction

The Orissa Motor Vehicles Taxation Act, 1975 wasoduced with effect from October
1975 and the Orissa Motor Vehicles Taxation (AmeanivAct) which introduced additional
tax came into operation from 18 October 1985. Tl ahd rules made thereunder provide
for (a) levy of tax on motor vehicles and (b) levfypenalty for contravention of the Act.
Failure or refusal to pay fees and taxes on theddues constitute arrears which are to be
recovered after institution of certificate cases.

Motor Vehicles Tax including additional tax, beiigp4 per centto 10.31per centof the tax
revenue of the State during last 6 years i.e. 1¥®4e 1999-2000, constitutes one of the
principal sources of revenue of the State. Thal trears outstanding as on 31 March 2000
was Rs.43.12 crore which constituted 27.p2r cent of the actual collection of
Rs.155.53 crore made during 1999-2000.

3.2.2 Organisational Set-up

The Transport Commissioner of Orissa, being headhefdepartment, is assisted by 18
Regional Transport Officers (RTO) functioning aé tiegional level and is responsible for
enforcing the provisions of the Acts and Rulesdssessment of motor vehicles tax and to
ensure regular collection thereof.

3.2.3 Scope of audit

The records of the Transport Commissioner, Oriard, sevenRegional Transport Officers
were selected and taken up for review out of eghtegions in the State.

Review on arrears of motor vehicles tax was indude para 3.2 of the Audit Report
(Revenue Receipts) of the Comptroller and Auditoen&al of India relating to the
Government of Orissa for the years 1977-78 and -BE8BA further review of these arrears
for the period from 1994-95 to 1998-99 was condiidtem October 1999 to March 2000
with a view to examining the efficacy of the maahin entrusted with the collection of
arrears of motor vehicles tax.

* Balasore, Cuttack, Dhenkanal Ganjam, Phulbani,adiSambalpur,
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3.24 Highlights

*

L)

*

No effective action was taken on recommendations &fAC which led to continued
growth in arrears from Rs.19.23 crore in 1994-95 t&s. 43.12 crore in 1999-2000.
{Para-3.2.5}

-,

% Basic records like Demand, Collection and Balance dgjister and Register of
Registration Certificates were not properly maintaned. Consequently, there was
lack of effective monitoring of arrears as well ashindrances in their effective
pursuance and realisation.

{Para-3.2.7}

% Demand notices were not issued in 675 cases invalyiarrears of tax and penalty
amounting to Rs.7.08 crore.
{Para-3.2.9}

¢ Provisions of MVT Act and Rules for speedy realisabn of arrear tax were not
enforced leading to non-realisation of arrear tax ad penalty amounting to

Rs.11.20 lakh.
{Para-3.2.10}

% 318 certificate cases having money value of Rs.1.d#bre could not be sustained due
to improper maintenance of records and lack of dijence on the part of assessing
officers.

{Para-3.2.11 (A)}

s 1,936 certificate cases relating to seven regions/blving arrear tax of Rs.8.06 crore
remained undisposed off as on 31 March 1999.
{Para-3.2.11(A) & (B)}

3.2.5 Recommendations of the Public Accounts Committee

The Audit Reports referred to in para 3.2.3 werscassed by the Public Accounts
Committee (PAC) in March 1987 {9Assembly) and November 1993 (LBssembly). The
recommendations made by PAC in theif*®eport (1987-88) and 33Report (1993-94) are
summarised as follows:

(@) The Department should take drastic steps tthiseethe monies due and submit a
report;

(b) RTOs should give up lethargy and notices shbelissued and recovery proceedings
instituted in all cases;

45



Audit Report (Revenue Receipts) for the year ended 3tiM2000

(c) Department should not be liberal in dealinghwitolation of permit conditions. For
visible lapses, the concerned RTOs should be waaret the Committee’s displeasure
entered into their confidential character rollsg an

(d) Balance dues should be recovered and compliapoeted to the committee.
No Action Taken Note has been submitted by the Beysat till date (November 2000).

Despite the observations of PAC, the arrears hagased from Rs.19.23 crore in 1994-95 to
Rs.43.12 crore in 1999-2000 as shown under:

(Rupees in crore)

From private Percentage of Arrears due
Year vehicle owners From TOtaI from OSRTC to the total
OSRTC
1994-95 9.43 9.80 19.23 50.96
1995-96 10.95 17.39 28.34 61.36
1996-97 10.37 19.23 29.60 64.97
1997-98 16.28 25.30 41.58 60.85
1998-99 18.23 24.45 42.68 57.29
1999-2000 17.10 26.02 43.12 60.34

The amount of arrears from the private vehicle awias increased by 81.pér centfrom
Rs.9.43 crore to Rs.17.10 crore during the years f1994-95 to 1999-2000 while in the case
of Orissa State Road Transport Corporation (OSRiF€)arrears increased by 165 dr
centfrom Rs.9.80 crore to Rs.26.02 crore during thmesperiod. Out of the total arrears, the
amount recoverable from OSRTC is 60g&t centup to 1999-2000.

3.2.6 Trend of Revenue

Collection of Motor Vehicle Taxvis-a-vis budget estimates from the year 1994-95 to
1999-2000 is given in the following table.

(Rupees in crore)

Year No. of Budget | Collection | (-) Shortfall | Percentage of
vehicles on| estimate (+) Excess variation

road (-) Shortfall

(+)Excess

1994-95 451441 90.98 95.12 (+) 04.14  (+) 04.55
1995-96 499950 114.00 107.50 (-) 06.50 (-) 05.70
1996-97 562973 127.68 128.25 (+) 00.57  (+) 00.45
1997-98 625747 160.00 141.78 (-) 18.22 (-) 11.39
1998-99 694425 175.00 143.18 (-) 31.82 (-) 18.18
1999-2000 778791 196.00 155.53 (-) 40.47 (-) 20.65

In the budget proposals forwarded by the State sfrart Authority to Finance Department,
recoverable arrear taxes are not shown separ&telgsponse to an audit query (May 2000),
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STA stated (May 2000) that the Budget proposalaiseldd on growth rate while the Finance
Department stated (April 2000) that the target afection is fixed taking into account the

normal average growth rate of the last three yaars the collection from possible ARM

(Additional Resource Mobilisation) and arrearsrifa

3.2.7 Position of Arrears of Tax

The position of arrear tax at the end of'®darch each year from 1994-95 to 1999-2000 as

reported by STA with respect to the seven regisrasibelow:
(Rupees in crore)

Year Arrears in respect of Arrears in respect of Total
private vehicles OSRTC Vehicles
1994-95 05.48 08.90 14.38
1995-96 07.98 14.67 22.65
1996-97 07.56 14.54 22.10
1997-98 10.11 19.32 29.43
1998-99 10.50 20.44 30.94
1999-2000 10.07 21.09 31.16

Despite increasing arrears, the department hadundertaken any drive or evolved any

action plan to recover the arrears of tax up to ddat999. The Joint Commissioner

(Taxation) stated (March 2000) that special indtouns were issued from time to time to the
RTOs for collection of arrear of tax. It was evitlémat these instructions had not yielded any
positive result on the face of increasing trendroéars from year to year.

It was also noticed in audit (October 1999 to Jan2800) that the Demand, Collection and

Balance (DCB) register required to be maintainedenrexecutive orders of the Transport

Commissioner (1970) to ascertain the arrear posiictax was not being maintained by any
of the regions selected for review. Hence, the depnt was not able to work out the correct
arrear position of motor vehicles tax in respecany vehicle. The register of registration

certificates maintained for the purpose by theaegidid not have any year-wise and item-
wise breakup. It was observed in audit that thevalbegister was not adequate to monitor the
collection of arrears as it does not depict théectibn particularyis-a-visdemands.

To an audit enquiry, the Regional Transport Officerxcept Ganjam could not intimate the
amount of arrears collected during the years umeldew. However, they stated (October
1999 to January 2000) that action would be takere¢over the arrears in respect of private
vehicles by issuing demand notices or by instityiwertificate cases. In respect of OSRTC
vehicles, it was stated (August 2000) by the STAs€a, Cuttack that about Rs.25 crore is
locked up with the OSRTC both as taxes and persdiige a long time and despite efforts
made by the Transport Department nothing coulddiieated.
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3.2.8 Delayin transmission of intimation for payment of tax

The vehicle owners can pay tax in any region othan the region where the vehicle is
registered. The Transport Commissioner ordered ¢Mak986) the RTOs concerned to
intimate the tax paid to the region where the iehis registered by 1Dof the succeeding
month. It was however, noticed that the particutzrghe tax paid were not furnished to the
concerned RTOswhere the vehicle was registered. The delay rarfgemd 1 month to
56 months and as a result the actual payment matiéha correct amount of tax outstanding
against each vehicle was not ascertainable.

3.2.9 Non-issue of demand notices for realisation of MV tax/additional tax resulting in
arrears

The Orissa Motor Vehicles Taxation Rules, 1976sgribes due dates for payment of motor
vehicle tax/additional tax. The Transport Commissiohad earlier issued (February 1966)
instructions to all the taxation authorities toussdemand notices for arrear taxes within
30 days from the expiry of the grace period of agsdfrom the due date of payment.

It was noticed that in seven regions the demandte®tvere not issued in respect of 675
vehicles though they were not covered by off-roadatation as shown below:
(Rupees in crore)

Sl. Region In respect of private vehicles In respect of OSRTC Total
No. vehicles
No.of Tax Penalty | No. of Tax Penalty | No. of Amount
vehicles vehicles vehicles

1 | Balasore 78 0.10 0.21 6 0.0¢ 0.18 84 0.5D
2 | Cuttack 60 0.17 0.34 37 0.55 1.10 97 2.16
3 | Dhenkanal 63 0.12 0.25 - - - 63 0.37
4 | Ganjam 146 0.31 0.62 32 0.39 0.78 178 2.10
5 | Phulbani 117 0.13 0.26 5 0.06 0.11 129 0.5p
6 | Puri 63 0.22 0.43 6 0.09 0.14 69 0.92
7 | Sambalpur 59 0.11 0.21 3 0.0% 0.10 6P 0.4[7

Total 586 1.16 2.32 89 1.20 2.40 675 7.08

The demands related to the period from April 1984March 1999. The tax implication
including penalty in these cases amounted to R&dfdre.

On this being pointed out (between November 1999 leebruary 2000), the RTOs stated
(between November 1999 and February 2000) thas stequld be taken to issue demand
notices to realise the arrear dues.

& Balasore, Cuttack, Dhenkanal, Ganjam, Phulbani, &iSambalpur.
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3.2.10 Omission to follow special provisions for speedy recovery of arrears

In addition to the normal procedure for recoveryaofear taxes, the Act and Rules also
stipulate tax clearance before issue of no objectertificates (NOC) and realisation of
arrear taxes before acceptance of off-road de@asgtissuance of permits etc. to facilitate
recovery of the arrears.

It was, however, observed that due to non-obseevahthe provisions of the Act/Rules, tax
and penalty amounting to Rs.11.20 lakh remaineckalised during the period between

July 1989 and October 1998 as detailed below:
(Rupees in lakh)

Sl. Nature of No. of Period Tax Penal Total | Remarks
No. Irregularity vehicles | between
Ity

1 Issue of no objection 36 July 1.60 3.10 4.70| Noticed in all 7 regions
certificate/tax 1989 and test checked. Arrear tax
clearance certificate May related to the period
without realising 1998 from July 1989 to May
arrears of moto 1998.
vehicles tax.

2 | Acceptance of off 14 March 1.20 2.80 4.00] Noticed in” 5regions.
road undertaking of 1993 and Arrear tax related to the
vehicles without January period from February
realisation of arreaf 1999 1994 to October 1998.
tax.

3 Issue of temporary 1 April 0.50 1.00 1.50| Noticed in Phulbani
permit without 1994 to region. Arrear tax
clearance of vehicle January related to the period
check report. 1995 April 1994 to January

1995.

4 | Issue of temporar 6 January | 0.30 0.70 1.00| Noticed in Sambalpur
permits without 1994 and region. Arrear tax
realisation of arrearg January related to the period
of motor vehicles 1995 from April 1994 to
tax. January 1995.

Total 57 3.60 7.60 |11.20

3.2.11 Recovery of arrear motor vehicle taxes asarrears of land revenue
(A)  Booked under Orissa Public Demand Recovery Act (OPDR Act 1962)

Unpaid motor vehicles tax can be recovered by fazate procedure as arrears of land
revenue by sending a requisition to the Certific@fficer. The Orissa Public Demand
Recovery Act (OPDR) 1962, and the rules made tmeleustipulate that the requisitioning

* Cuttack, Ganjam, Phulbani, Puri and Sambalpur
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officer is responsible for furnishing the requirnedormation regarding correct whereabouts
of the certificate debtors, statement of propentyppsed to be attached, etc. and that he
should also be diligent in complying with the ohijens raised by the Certificate Officer.
Otherwise, the certificate case would fail.

A mention was made in para 3.2.8 of Audit Report@ue Receipts) of the Comptroller
and Auditor General of India for the year 1989-B8tt57 cases involving Rs.8.08 lakh were
dropped between November 1975 and May 1987 dueatt f list of immovable properties
and whereabouts of the certificate debtors. A frrtlest check revealed that 1,173 certificate
cases involving an amount of Rs.6.88 crore werttunsd during the years from 1963-64 to
1993-94 in seven regions. Out of the above, 318saw/olving an amount of Rs.1.14 crore
were dropped between March 1989 and April 1998 hyious certificate courts as on
31 March 1999 as the information regarding addneasgjculars of the movable/immovable
properties were not available either with the fiegte holders or with the Tahasildars or the
requisitioning officers were not diligent in complyg with the objections raised by the
Certificate Officers.

Further, 655 cases involving an amount of Rs.1r8®ecrelating to the period from 1963-64
to 1996-97 were still pending in various certifeaburts as on 31 March 1999. Department
had taken no action to expedite these long penchsgs.

(B)  Certificate cases pending with Tax Recovery Officer

Regional Transport Officers have been authorisedxtrcise the powers of Tax Recovery
Officers (Certificate Officers) with effect from da 1993 under Schedule-1l of the OMVT

Act. However, there is no time limit for finalisati of certificate cases in the Act. Recovery
of arrears of Rs.6.17 crore in 1,281 certificateesabooked in seven regions were pending

with TROs as on 31 March 1999 as depicted below:
(Rupees in lakh)

Year Balasore | Cuttack | Dhenkanal | Ganjam Phulbani* | Puri Sambalpur
No. of

1993-94 | cases 29 - 125 34
Amount - 8.90 - 24.10 - 13.70
No. of

199495 | cases Al 2 9% 84 ] 20
Amount 2.90 2.40 30.50 76.70 - 8.50
No. of

1995-96 | cases 99 15 1 ) ) 19 91
Amount 6.90 19.90 0.10 - - 14.9¢ 22.50
No. of

1996-97 | cases 6 14 ! 29 49
Amount - 7.20 2.10 0.70 - 3.20 18.70

A Year-wise break up in respect of Phulbani regias wot made available
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(Rupees in lakh)

Year Balasore | Cuttack | Dhenkanal | Ganjam Phulbani* | Puri Sambalpur
No. of

1997-98 | cases 35 ! 200 30
Amount 1.70 1.30 156.00 3.80
No. of

1998-99 | cases 190
Amount 162.70

Total No. of
cases 175 59 305 436 64 102 140
Amount 11.50 39.70 188.70 268.00 27.90 40.30 41.20

RTO, Cuttack stated (May 2000) that the pendencyduee to shortage of experienced staff.
3.2.12 Conclusion

Despite previous observations in Audit Reports amcbmmendations of PAC requiring
toning up of the revenue collection machinery, rteative steps were taken by the
department to arrest the growth of arrears whichsequently rose by leaps and bounds
during the period under review. Basic records nexufor effective monitoring of recovery
were neither maintained nor was any time limit priéed for completion of recovery
proceedings and realisation of Government duepulations aimed at collection of arrear
dues before issue of permits were ignored andficatt cases could not be sustained due to
improper maintenance of requisite records. Congdle arrears amounting to
Rs.16.39 crore which constituted 38.4€r centof the total accumulated arrears remained
uncollected for reasons directly attributable toidable departmental lapses and inaction.

The matter was reported to Government (May 200@)r reply is awaited (November 2000).

3.3 Non/short realisation of motor vehicles tax an@dditional tax in respect of
stage carriages

Under the Orissa Motor Vehicles Taxation (OMVT) Ad975, monthly tax payable in

respect of a stage carriage is determined on this bathe number of passengers (including
standees) which the vehicle is permitted to camg ¢he total distance permitted to be
covered in a day as per the permit. In the evemtonfpayment of tax within the specified

A Year-wise break up in respect of Phulbani regias wot made available
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period, the vehicle owner shall be liable to papaly of 200per centof the tax due when
the delay is more than two months.

A test check of records (between August 1999 andcM&000) in 12 regions revealed
non/short realisation of motor vehicles tax/additib tax amounting to Rs.59.87 lakh in
respect of 407 vehicles for the period between IAp#©4 and March 1999 due to non-
compliance of the above provisions. In additiomaly of Rs.1.20 crore was also leviable.

On this being pointed out in audit (between Augl@®9 and March 2000), all the taxing
officers agreed (between August 1999 and April 2@60Gssue demand notices for realisation
of dues except taxing officer, Cuttack and Rourkeldo stated (September 1999 and
March 2000) that the matter was to be verified.

Government stated (August 2000) that Rs.0.23 laehdeen realised in 2 cases and demand
notices for Rs.50.12 lakh issued in 95 cases ipeetsof 8 regions. Further compliance is
awaited (November 2000).

3.4 Non/short realisation of motor vehicles tax immrespect of vehicles plying
unauthorisedly

Under the OMVT Act, 1975, any motor vehicle covel®dan undertaking of temporary
discontinuance of use during the period of off-rdadlaration is detected plying on the road
or not found at the declared place shall be deamédve been used through out such period
and the owner of the vehicle shall be liable to f@eyfor the said period. Further, if any stage
carriage is detected plying without a valid perntite tax payable is to be determined
attracting the highest rate of tax as per taxatwredule.

During the course of audit of 12 regions it wasiceunt (between August 1999 and
March 2000) that there was non/short levy of metticles tax amounting to Rs.33.05 lakh
in 142 cases besides penalty at the rate ofg@0centamounting to Rs.66.21 lakh as per

details given below:
(Rupees in lakh)

SI. | Number of No. of Non-levy Short levy Total Penalty Nature of irregularities
No regions vehicles of tax of tax leviable
1 g 42 7.76 - 7.76 15.52 Motor vehicles violated rafd
declaration
# Balasore, Bargarh, Bhubaneswar, Chandikhol, Cutt&dnjam, Kalahandi, Phulbani, Rayagada, Rourk&tambalpur and
Sundargarh
ry Balasore, Bargarh, Chandikhol, Cuttack, Ganjam|imi, Rayagada and Sundargarh.

Bargarh, Cuttack, Ganjam, Kalahandi, Rayagada, Riyr&ambalpur and Sundargarh.
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2 18 100 17.90 7.39 25.29 50.69 Stage carriages phyiitigout valid
route permit

Total 142 25.66 7.39 33.05 66.21

On this being pointed out in audit (between Augl@®9 and March 2000), all the taxing

officers agreed (between August 1999 and April 2G00realise the dues except the taxing
officers, Cuttack and Rourkela, who stated (betw&eptember 1999 and March 2000) that
the amount would be realised after verification.

Government stated (,*August 2000) that demand notareRs.20.23 lakh have been issued in
66 cases in respect of &gions. Further compliance is awaited (NovemIi®&02.

3.5 Non-realisation of taxes

Under the OMVT Act, 1975, tax due on motor vehidbsuld be paid in advance within the
prescribed period at the rates specified in thettam schedule unless exemption from
payment of such tax is allowed for the period fdrck necessary undertaking of temporary
discontinuance of use of the vehicle is delivergdh®e owner of the vehicle to the taxing
officer on or before expiry of the term for whicdxthas been paid. Further, according to the
instructions issued (February 1966) by the Trartspommissioner, Orissa, demand notices
for realisation of unpaid taxes should be issuatiiwi30 days from the date of expiry of the
grace period (15 days) for payment of tax.

A test check of daily collection register and régiton certificate of vehicles of 12egions

(between August 1999 and March 2000) revealedtéixan respect of 4,115 vehicles was not
paid during the years 1997-98 and 1998-99 andspewe of another 254 vehicles, tax was
not paid for different periods falling between Qmto 1994 and March 1999 though these
vehicles were neither covered by off-road declaratinor had they intimated the deposit of
tax in any other region. This resulted in non-i&dion of tax amounting to Rs.3.08 crore. In
addition, penalty at the rate of 2p6r centamounting to Rs.6.17 crore was also leviable.

On this being pointed out in audit (between Augl@®9 and March 2000), all the taxing
officers agreed (between August 1999 and April 2@60Gssue demand notices for realisation
of dues. Further progress of realisation was addM®vember 2000).

B Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttaekjam, Kalahandi, Phulbani, Rourkela, Sambalpdr@&mdargarh.

* Balasore, Bargarh, Chandikhol, Cuttack, Ganjam|d2mi, Rayagada and Sundargarh.

# Balasore, Bargarh, Bhubaneswar, Chandikhol, Cutté&znjam, Kalahandi, Phulbani, Rayagada, Rourk&mbalpur and
Sundargarh.
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Government stated (August 2000) that Rs.0.10 lashbeen realised in one case and demand
notices for Rs.1.12 crore issued in 448 casesspeet of 4 regions. Further compliance is
awaited (November 2000).

3.6 Non/short levy of penalty for belated payment fo motor vehicles
tax/additional tax

Under the OMVT Act, 1975, and rules made thereungkemalty shall be leviable if a vehicle
owner has not paid tax/additional tax in respeanotor vehicles within the specified period.
In case of delay, the vehicle owner shall be lidblpay penalty ranging from Z&r centto
200per centof the tax/additional tax due depending upon teopl of delay.

During the course of audit of 12 regions (betweargdst 1999 and March 2000) it was
noticed that there was non/short levy of penaltpanting to Rs.22.52 lakh in 248 cases as

per details given below:
(Rupees in lakh)

Sl. Number of g Amount of penal
No. regions Number of vehicles Not Ievieg tyShort levied Total
1 128 158 15.52 - 15.52
(Owned by private operators)
2 11® 82 - 5.61 5.61
(Owned by private operators)
3 1 8 1.39 - 1.39
(Rourkela) (Owned by OSRTC)
Total 248 16.91 5.61 22.52

On this being pointed out in audit (between Audgl899 and March 2000) all the Taxing
officers agreed (between August 1999 and April 2G6Qealise the dues except the Taxing
officer, Cuttack who stated (September 1999) thamhahd notices would be issued for
realisation, if due.

Government stated (August 2000) that Rs.0.76 lashideen realised in 18 cases and demand
notices for Rs.13.55 lakh issued in 169 casesspeaet of 8 regions. Further compliance is
awaited (November 2000).

u] Chandikhol, Cuttack, Ganjam and Sundargarh.

(A) Balasore, Bargarh, Bhubaneswar, Chandikhol, Cutté&znjam, Kalahandi, Phulbani, Rayagada, Rourk&&mbalpur and
Sundargarh.

(B) Balasore, Bargarh, Bhubaneswar, Cuttack, Ganjatahidadi, Phulbani, Rayagada, Rourkela, SambalpliSandargarh.

u} Balasore, Bargarh, Chandikhol, Cuttack, Ganjam, i#ni] Rayagada and Sundargarh.
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3.7 Non-realisation of motor vehicles tax in respéof contract carriages

Under the OMVT Act, 1975 and rules made thereundetor vehicles tax in respect of
contract carriages is to be realised as per tles sgiecified in the Act on the basis of number
of passengers permitted to be carried as per timaifpe

During the course of audit of”egions, it was revealed (between August 1999 and
March 2000) that motor vehicles tax and additidaal in respect of 469 contract carriages
were not realised for various periods (between Audi®95 and March 1999) even though
these contract carriages were issued with validnpaent (5 years) permits and were not
covered by an off-road undertaking. This resultedon-realisation of tax and additional tax
amounting to Rs.23.14 lakh. Besides, penalty at rdte 200 per cent amounting to
Rs.46.28 lakh was leviable.

On this being pointed out in audit (between Audi#29 and March 2000) the taxing officers
concerned agreed (between August 1999 and March)200realise the dues by issue of
demand notices.

Government stated (August 2000) that Rs.0.20 laehdeen realised in 2 cases and demand
notices for Rs.18.46 lakh issued in 131 casesspee of 2 regions. Further compliance is
awaited (November 2000).

3.8 Short realisation of tax in respect of stage caages used as contract
carriages

Under the OMVT Act, 1975 as amended from time ni@eti when a motor vehicle in respect
of which tax for any period has been paid as pgistetion is proposed to be used in a
manner for which higher rate of tax is payable, diaer of the vehicle is liable to pay the
differential tax. In determining such differenttalx, any broken period in a month is to be
considered as a full month.

During the course of audit of 1lTegions it was revealed (between August 1999 and
March 2000) that 96 stage carriages were permitiedifferent periods between April 1997
and March 1999 to ply temporarily as contract eaes for which higher rate of tax was

# Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttaekjam, Phulbani, Rourkela and Sambalpur
u} Chandikhol and Ganjam.
* Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttaekjam, Kalahandi, Phulbani, Rayagada, RourkeleSamabalpur
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leviable but not realised. This resulted in shesdlisation of tax amounting to Rs.3.22 lakh.
In addition, penalty at the rate of 2p8r centamounting to Rs.6.48 lakh was also leviable.

On this being pointed out in audit (between Augl@®9 and March 2000), all the taxing
officers agreed (between August 1999 and April 20@0realise the dues after issue of
demand notices.

Government stated (August 2000) that Rs.0.26 laehbdeen realised and demand notices for
Rs.1.01 lakh issued in 26 cases in respect ofegions. Further compliance is awaited
(November 2000).

\3.9 Short realisation of composite tax under Natioal Permit Scheme

As per Government of Orissa notification (April B)9composite tax in respect of goods
carriage belonging to other States/Union Terriggdying in Orissa under National Permit
Scheme shall be payable at the rate of Rs.5,0@0/apnum on or before 15 March every
year in advance.

In course of test check of records of the Statengpart Authority (STA), Orissa it was
noticed (March 2000) that composite tax in respdict,814 vehicles was short realised for
the year 1998-99 during which the vehicles of otB&tes were authorised to ply in Orissa
under National Permit Scheme as the vehicle owhexd paid composite tax either at
incorrect rates or paid for part of the year inrterdy/half yearly instalments. This resulted in
short realisation of composite tax of Rs.48.40 lakh

On this being pointed out in audit (March 2000) 8tate Transport Authority, Orissa stated
(March 2000) that action would be taken to reatlmedues.

Government stated (August 2000) that the Trangpommissioner had been asked to furnish
compliance. Further compliance is awaited (Noven2i®€0).

3.10 Non/short realisation of motor vehicles tax/aditional tax on stage
carriages under reciprocal agreement

Where in pursuance of any agreement between theer@ment of Orissa and the
Government of any other State, a stage carriage joih a route partly within the State of

u} Balasore, Bargarh, Chandikhol and Phulbani.
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Orissa and partly within another State, such staggage is liable to pay tax/additional tax
calculated on the total distance covered by itwerhgoute in the State of Orissa at the rates
and in the manner specified under the OMVT Act,5L8id rules made thereunder.

During the course of audit of STA, Orissa and régions it was noticed (between
August 1999 and February 2000) that tax/additidaal amounting to Rs.7.43 lakh for the
period from June 1997 to March 1999 in respectdo$tage carriages was not/short realised.
Further, a penalty at the rate of 28€r centamounting to Rs.14.86 lakh was also leviable.

On this being pointed out in audit (between Augl@99 and February 2000), the STA,
Orissa and all taxing officers agreed (between &eper 1999 and February 2000) to realise
the dues on issue of demand notices excepting akimgt officer, Cuttack who stated
(September 1999) that the dues would be realiged \&rification.

Government stated (August 2000) that demand notareRs.10.90 lakh have been issued in
16 cases in respect of Ganjam region. Further damge is awaited (November 2000).

3.11 Non-realisation of composite tax in respect ofjoods vehicles undef
reciprocal agreement

Under the provisions of the Orissa Motor Vehiclexdtion Act, 1975 when a goods vehicle
enters the State of Orissa under the terms of gngement between the Government of
Orissa and Government of any other State, it ddigo pay additional tax for each entry into

the State at the prescribed rates. In respectalgwehicles belonging to the State of Andhra
Pradesh authorised to ply in the State of Orisskeureciprocal agreement, Government of
Orissa decided (August 1986) to levy Rs.1500/- alipwn each vehicle as composite tax in
lieu of the additional tax payable for each enthighweffect from July 1986. The tax was

payable in advance in lump sum on or before 15|Agwery year by crossed bank drafts to
the State Transport Authority, Andhra Pradesh, doward transmission to the State

Transport Authority, Orissa. In case of delay irnyrpant, penalty of Rs.100/- for each

calendar month or part thereof is also leviabladdition to the composite tax.

During the course of audit of the State Transpotitharity, Orissa, it was noticed

(September 1999) that out of 900 goods vehiclesngihg to the State of Andhra Pradesh
authorised to ply in Orissa under reciprocal age@nauring the year 1998-99, composite
tax in respect of 128 goods vehicles amountingsd R2 lakh was not realised. In addition,
penalty of Rs.1.54 lakh calculated upto March 18@8 also leviable but not levied although

u} Balasore, Cuttack, Ganjam and Phulbani.
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the dues amounting to Rs.13.50 lakh in respectrafs@ vehicles plying in Andhra Pradesh
in the corresponding period has been paid in toto.

On this being pointed out in audit (September 19889 State Transport Authority, Orissa,
stated (September 1999) that action would be takeealise the dues.

Government stated (August 2000) that the Trangpommissioner had been asked to furnish
compliance. Further compliance is awaited (Noven20€0).

3.12 Short realisation of motor vehicles tax due tapplication of incorrect rates

Under the provisions of the Orissa Motor Vehiclesxdtion Act, 1975, and rules made

thereunder, motor vehicles tax/additional tax p#yaib respect of goods carriages of other
States depends upon the periodicity of operatioth@fvehicles in Orissa and the registered
laden weight of the vehicle. In respect of hometeSteehicles, the tax is dependent on the
registered laden weight of such vehicles. Motoridek tax/additional tax in respect of goods

vehicles of other States plying in Orissa is reggiito be collected by the home State and
remitted to State Transport Authority, Orissa, bgams of crossed bank drafts.

During the course of audit of the State Transpartharity Orissa and 10regions,it was
noticed (between August 1999 and March 2000) thatomvehicles tax/additional tax
amounting to Rs.0.94 lakh in respect of 164 gooasiages belonging to the State of
Madhya Pradesh and Rs.1.92 lakh in respect of 88goarriages of home State was short
realised due to incorrect computation and non-appn of revised rates. In addition,
penalty at the rate of 2Q#er centamounting to Rs.5.71 lakh was also leviable.

On this being pointed out in audit (between Augli899 and March 2000), the State
Transport Authority, Orissa, and all the taxingiadfs agreed (between August 1999 and
April 2000) to realise the dues except the taxiffgcers, Bargarh and Cuttack who stated
(between September 1999 and October 1999) thatatheunt would be realised after
verification.

Government stated (August 2000) that demand notareRs.0.40 lakh have been issued in
6 cases in respect of Begions. Further compliance is awaited (NovemI@&032.

O Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttaekjam, Kalahandi, Rourkela, Sambalpur and Suaderg
u} Chandikhol, Cuttack and Ganjam.
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3.13 Non-realisation of tax/fees on trade certifide

Under the OMVT Act, 1975, read with Central M.V.IBs11989, manufacturers or dealers in
motor vehicles are required to obtain a trade fesate by paying the requisite tax/fees

annually in advance from the registering authonitthin whose area they have their place of
business. Under the Motor Vehicles Act, 1988 aatemicludes a person who is engaged in
the manufacture of motor vehicles or in buildinglies for attachment to the chassis or in the
business of hypothecation, leasing or hire purcbéseotor vehicles.

During the course of audit of”6regions, it was noticed (between August 1999 and
March 2000) that trade certificate tax (Rs.l.42h)alnd fees (Rs.1.36 lakh) were not
collected during the period between April 1997 aidrch 1999 from 119 motor vehicle
dealers resulting in non-realisation of revenue @amiag to Rs.2.78 lakh.

On this being pointed out in audit (between Augl@®9 and March 2000), all the taxing
officers stated (between August 1999 and March P@@ft demand notices would be issued
for realisation of dues.

Government stated (August 2000) that demand notareRs.0.48 lakh have been issued in
17 cases in respect of Chandikhol region. Furtberptiance is awaited (November 2000).

0 Bargarh, Bhubaneswasr, Chandikhol, Cuttack, Rourkele&Sambalpur
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4.1 Results of Audit

Test check of records relating to assessment aflidcton of Land Revenue conducted
during the year 1999-2000 revealed non/under-aseggs and non-realisation of revenue
amounting to Rs.32.12 crore in 35,267 cases whiay lonoadly be categorised as under:

(Rupees in crore)

Sl. | Category No. of cases| Amount
No.
1 | Non-collection of premium etc. from 36 16.07
land occupied by local bodies/private
parties etc.
2 | Non/short assessment and short 53 10.40
collection of water rates.
3 | Non/short realisation of royalty on 62 0.24
minor minerals.
4 | Non-lease/incorrect lease of sairat 184 0.07
sources.
5 | Blockade of Government revenue diie 2551 1.92
to non-finalisation of OLR cases.
6 | Non-realisation of revenue due to 32,084 1.90
delay in finalisation of OEA cases.
7 | Other irregularities 297 1.52
Total 35,267 32.12

During the course of the year 1999-2000, the depart accepted under-assessment etc. of
Rs.1.13 crore in 965 cases which had been pointedyoaudit in earlier years.
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A few illustrative cases highlighting important @uobservations involving Rs.76.71 lakh are
mentioned in the following paragraphs.

4.2 Non/short realisation of water rate

Government of Orissa in Revenue and Excise Depattrietification dated July 1998
revised the rate of water charges with effect frbé&nJuly 1998 for supply of water for
industrial, commercial and domestic purposes. Pwothat, water rates were levied as
prescribed in the Orissa Irrigation (Amendment) é2ul1994. Board of Revenue ordered
(November 1998) that the assessment for colleatiowater rate from the industries and
commercial organisation should be completed byetigk of November 1998 and compliance
be reported by 15th December 1998.

During the course of audit (between May 1999 antidey 2000) of three Tahasils it was
revealed that water rate amounting to Rs.66.79 Va&te not realised from the units which

drew water from Government sources as detailedabelo
(Rupees in lakh)

Sl. Tahasil | No. of Period Purpose Water rate Water Balance
No. cases due rate paid
1 | Betnoti 8 April 1996 to Industrial/ 1.43 - 1.43
March 1999 commercial
2 Chatrapur 2 October 1994 tdndustrial 51.81 - 51.81
March 1999
3 | Tangi 2 April 1998 to Domestic and 14.05 0.50 13.55
Choudwar March 1999 industrial/
commercial
Total 12 67.29 0.50 66.79

Of the above amount, Rs.63.10 lakh were due fraeetbompanies alone viz: (i) M/s. Indian
Rare Earth, Chatrapur (Rs.46.55 lakh) (ii)) M/s. at¥iyee Chemicals Ltd., Ganjam
(Rs.5.26 lakh), (iii) M/s. Orissa Textiles Mills,nGudwar (Rs.11.29 lakh). Further, interest
payable for delay in payment was charged in onbages. Interest in the balance 10 cases
could not be raised as the Tahsildars had failedsgess the demand and issue demands
notices in the form prescribed in the AmendmenteRul994 which stipulate levy of interest
at the rate of per centcompounded monthly after expiry of the date spetiin the demand
notice.

On this being pointed out in audit (between May 48®d January 2000), the Tahasildar
Betnoti stated (August 1999) that steps would keriao realise the dues after examination
of the cases and the Tahasildar Chatrapur stadéedigdy 2000) that steps would be taken to
issue demand notice at the revised rates while Tihleasildar Tangi-Choudwar stated
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(May 1999) that the cases were pending in his caudtthe amount would be recovered on
finalisation of the same.

The matter was reported to Government (April 200@heir reply was awaited
(November 2000).
4.3 Non/short realisation of premium and ground rem for conversion of

agricultural land

Under the Orissa Land Reforms Act 1960, a raiyaliable to eviction if he has used
agricultural land for any purpose other than adtica. Under the Orissa Land Reforms
(Amendment) Act 1993 and the rules made thereursdieh) land can on an application made
by him in the prescribed form, be re-settled orsdebasis on payment of premium at the rate
prescribed in the amended Act plus ground rent perlcentof the premium. Such land is
deemed to be settled on lease basis on paymemnéwiiym at the rate equal to fifper cent

of the prescribed rate if the conversion is mader o the commencement (1 July 1994) of
the amended Act.

During the course of audit of 3 Tahasils, it wasticesl (between June 1999 and
January 2000) that Revenue Inspectors reported/éeet April 1980 and October 1998) that
agricultural land measuring 46.08 acres was use@uposes other than agriculture. Based
on these reports, the cases were booked and notieesissued (between June 1980 and
November 1998) to the defaulting raiyats to appeefore the Tahasildar for hearing.
However, the cases have not been disposed of ¢4 &t 2000). This resulted in non/short
realisation of revenue amounting to Rs.9.92 laktedailed below:

(Rupees in lakh)

Sl. Tahasil | Areain acres| Purpose Year of Amount of non/short realisation

No. (No. of cases) conversion | Premium Ground Total
rent
1 | Chatrapur 13.83 (2) Poultry 1995-96 6.40 0.27 76.6
2 Nandapur 28.25 (5) Homstead 1980-81 1.97 0.07 2.04
and factory to
1998-99

3 Sukinda 4.00 (1) Industrial 1998-99 1.20 0.01 11.2

Total 46.08 (8) 9.57 0.35 9.92

On this being pointed out in audit (between May 48®&d January 2000), the Tahasildars
stated (between June 1999 and January 2000) dp= stere being taken to realise the dues.
Further report on recovery was awaited (Novemb@&020
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The matter was reported to Government (between Ma@00 and April 2000); their reply
was awaited (November 2000).
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| CHAPTER-5: STATE EXCISE |

5.1 Results of Audit

Test check of the records maintained in the offafethe Superintendent of Excise conducted
during the year 1999-2000 revealed non/short re#dis and loss of revenue etc. amounting

to Rs.14.80 crore in 1,052 cases which may broaéllgategorised as under:

Rupees in crore)

Sl. | Category No.of Amount

No cases

1 | Non/short realisation of duty/license feg 294 981.

2 | Loss of revenue due to delay in granting 352 0.87
of license

3 | Other irregularities 406 1.95

During the year 1999-2000, the department acceptetkr-assessment etc. of Rs.76 lakh

involved in 54 cases which had been pointed oautht in earlier years.

A few illustrative cases highlighting important ducbservations involving Rs.8.72 crore are

mentioned in the following paragraphs.
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5.2  Sub-normal yield of spirit from molasses

Under the Board's Excise Rules, 1965, samples wf meaterials used in distilleries for
manufacture of spirit and spirit manufactured tfrera shall be sent to the Chemical
Examiner for examination once in July and agaib@tember each year and at other times,
if required, to determine the output of spirit fbe purpose of levy of duty.

Loss of revenue arising out of shortfall in prodoictin a distillery under the control of
Superintendent of Excise, Ganjam, when compardtidaeport of the Chemical Examiner
was commented in Para 5.2 of the Audit Report (RegeReceipts) of the Comptroller and
Auditor General of India for the years 1998 and9433owever, no action was taken to either
raise the demand or prevent the loss of revenue.

During the course of audit (July 1999) of the relsoof the distillery, it was noticed that
6,342.295 matric tonne (MT) molasses was used @ distillery during 1998-99 for
manufacture of spirit. The samples of molasses wer to the Chemical Examiner during
July 1998 and March 1999. Based on the reporth@iCGhemical Examiner, the outturn of
spirit from 6,342.295 MT molasses should have baé@1,740.934 London Proof Litre
(LPL) at the rate of 574.199 LPL per tonne of mseéssagainst the actual yield of 27,54,463
LPL. This resulted in shortfall in production 088,277.934 LPL and consequential loss of
revenue of Rs.7.99 crore in the shape of excisg dut

On this being pointed out in audit (July 1999), Swperintendent of Excise, Ganjam, raised
(May 2000), the demand for Rs.7.99 crore agairestititillery.

The matter was reported to Government (March 200dgir reply is awaited
(November 2000).

\5.3 Loss of revenue due to non-maintenance of minum stock in warehouse \

Under Rule 64 of the Board's Excise Rules, 1963icensee is required to maintain a
minimum stock of spirit as may be fixed by the @otbr at the beginning of the year. As and
when the stock of spirit falls below the minimum m@scribed, the licensee shall replenish
the stock up to the prescribed minimum and in trentof his failing to do so, the Collector

may procure the quantity of spirit required fromyaource to restore the minimum stock.
The licensee shall be liable to compensate anyt§overnment revenue which may have
occurred due to his failure to maintain an adeqstuek.
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During the course of audit of records for 1998-9900e spirit warehouseunder the
jurisdiction of Superintendent of Excise, Ganjatwas noticed (July 1999) that the licensee
allowed the stock of rectified spirit to go dry thg the period from 13 January to 03
February 1999 as against the prescribed minimuckst6 50,000 Bulk litre (BL) of spirit
fixed by the Collector, Ganjam, despite the facit tthere had been a demand for rectified
spirit to the extent of 1,07,500 BL during the esponding period in the previous year.
However, the department failed to initiate any@ctio restore it to the prescribed minimum
stock. Based on average daily sales (calculateth®tasis of average sales per day during
the preceding 92 days), the loss of revenue wookedo Rs.63.61 lakh.

On this being pointed out in audit (July 1999), 8wgerintendent of Excise, Ganjam stated
that action would be taken for realisation of thesifrom the licensee.

The matter was reported to Government (March 200@gir reply is awaited
(November 2000).

\5.4 Loss of revenue due to delay in confirmation afettlement of outstill shop \

According to Bihar and Orissa Excise Act, 1915dredth rules made thereunder license for
the wholesale or retail outlets of intoxicants nieey granted for each year from 1 April to
31 March. The Excise Policy announced (21 March7)98/ the Government for the year
1997-98 envisaged that all types of excise shopsildhbe renewed from April 1997 to
31 May 1997 on the existing terms and conditiong fam the period from 1 June 1997 to
31 March 1998, settlement of shops should be caegbldrough auction-cum-tender-cum-
negotiation.

During the course of audit of Superintendent of i&xc Sambalpur, it was noticed
(September 1999) that out of the 33 outstill shppwsisionally settled (May 1997) by the
Collector, Sambalpur, Government approved (May )98&ttlement of 32 shops and
settlement of one shop at P. Niktimal was withhmhdthe ground of a complaint lodged by
an MLA”™ for which the Collector was required to submitepart. As the copy of the

complaint was not made available, the Collectoruested (May 1997, June 1997 and
November 1997) to supply a copy of the complainexamine the facts. The copy of the
complaint was made available in December 1997 ladCbllector found it to be without any
substance. Accordingly, Collector requested (Janu#98) the Government to take a
decision in view of his references as noted aboMee Government finally approved

(March 1998) the settlement of the shop for theaiemg period of 1997-98. Delay on the

Aska Co-operative Sugar Industry.

Member of Legislative Assembly.
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part of the Government in furnishing the copy @& tomplaint and further taking decision on
the report (January 1998) of the Collector, the &@oment was deprived of revenue of
Rs.8.20 lakh calculated on the basis of considarationey at the rate of Rs.0.83 lakh per
month for the period from 1 June 1997 to 27 Marg@8l

On being pointed out (April 2000), the Governmetattesd (May 2000) that the delay had
occurred due to time taken in verification of facfsthe complaint and that it was the
prerogative of the Government to grant license. rfEpdy was not tenable in view of the facts
explained above.

5.5 Non/short realisation of cost of establishmemharges

As per rule 34(2) of the Board's Excise Rules, 19%&nsees of bonded foreign liquor
warehouses including the warehouses of foreigroligmanufacturing and bottling plants are
required to pay to Government (at the end of eachth) fees for deployment of excise staff
engaged in supervision of the operations carriesh@ouch warehouses and plants.

During the course of audit of five District Exci€dfices (Ganjam, Jagatsinghpur, Rayagada,
Sambalpur and Sundargarh), it was noticed (betwkey and December 1999) that the
concerned Superintendent of Excise failed to densandmount of Rs.2.07 lakh (including
Rs.1.15 lakh on account of revision of pay andvedlioces) towards cost of establishment
charges for the period from 1995-96 to 1998-99 fr&M private bottling plants and
consequently the revenue remained unrealised.

On this being pointed out in audit (between Jul¥®@94%nd December 1999), all the
Superintendents of Excise concerned stated (betweln1999 and December 1999) that
action would be taken to realise the amount.

The matter was reported to Government (April 200@heir reply is awaited
(November 2000).

g

1. M/s Poonam Distillery, Gopalpur

2. M/s East Coast Breweries and distillery Ltd., Beep.

3. M/s Castle Bottling, blending and compounding Rl&uidihi.
4. M/s J.S.C.O., Rayagada.

5. M/s Hi-Tech Bottling Plant, Sambalpur.
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6.1 Results of Audit

Test check of records maintained in various Fosisions conducted during the year
1999-2000 revealed non/short levy of dues and loksrevenue etc. amounting to
Rs.43.40 crore in 2,967 cases which may broadlyabegorised as under:

(Rupees in crore)

Sl. | Category NoO. of Amount
No. cases
1 Non/short levy of interest on belated 780 0.37
payment of royalty
2 Non-realisation of compensation 202 7.53
3 Non-realisation of royalty 70 1.24
4 Loss of revenue due to short 1020 6.89
delivery/shortage of forest produce
5 Other irregularities 894 16.39
6 Review on “Collection of Arrears of 1 10.98
Forest Receipts”
Total 2967 43.40

During the course of the year 1999-2000, the depart accepted under-assessment etc. of
Rs.9.74 crore involved in 172 cases which had Ipeamted out in earlier years.

A few illustrative cases highlighting important @#udbservations involving Rs.59.83 lakh
and findings of review on “Collection of arrearskairest Receipts” involving Rs.10.98 crore
are mentioned in the following paragraphs.
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6.2 Collection of Arrears of Forest Receipts

6.2.1 Introduction

The administration and exploitation of forest proelun Orissa is governed by the Orissa
Forest Act, 1972 (Act), the Orissa Forest Departm€ode (Code) and rules made

thereunder. The Act and Rules require the Stateefdowvent (Forest and Environment

Department) to annually assess and collect thestfamvenue and to take adequate and
prompt action including coercive measures wherelthes have fallen into arrears on account
of sale/disposal of various forest produce.

Exploitation of forest produce was nationalisednfra972-73 onwards. The Orissa Forest
Development Corporation (OFDC), a Government ok€xiundertaking, was entrusted with
the operation of major forest produce (timber, bamisal seedkendu leavesetc.) of the
State. Apart from the OFDC, the Orissa Tribal Depeient Co-operative Corporation
(TDCC) and other Tribal Co-operative Societies als0 allowed to operate the lease of
minor forest produce particularly in predominaritippal areas on payment of royalty at rates
fixed by the Government. Private parties are pdeeaito take the lease of Minor Forest
Produce (MFP) only.

6.2.2 Organisational Set Up

The Forest Department is headed by the Principa&fQonservator of Forest (PCCF) and
assisted by the Assistant Chief Conservator of $todCCF) at the headquarters,
Conservators of Forest (CF) at the circle level Bindsional Forest Officers (DFO) at the
division level. There are 4 territorial forestatés and 27 territorial forest divisions in the
State.

6.2.3 Scope of Audit

With a view to evaluate the efficiency of the depwnt in ensuring collection of forest
receipts, a test check of records in the officethef PCCF, Orissa, all the 4 Forest circles
9 Territorial forest divisions (out of 27 divisions) and the Forest and Environtn@&&E)
Department was undertaken during the period frorolar 1999 to April 2000. The results
of the test check are discussed in the succeediragmphs.

* Angul, Berhampur, Koraput and Sambalpur.
*x Angul, Baripada, Dhenkanal, Jeypore, Karanjia, Kleen Nayagarh, Parlakhemundi and Puri.
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6.2.4 Highlights

% Improper maintenance of essential records led to wer-reporting of arrears of
Rs.5.12 crore to the Government.
{para 6.2.6}

s Arrears of Rs.2.85 crore were pending for want of dtails of properties, addresses
etc., of defaulters in 580 cases, lack of pursuaneéth certificate courts in 527 cases
and non-institution of certificate proceedings in ae case.

{para 6.2.7(A)(a,b,c & d)}

% Steps were not taken by the department to recoverrieears of Rs.55.66 crore
pending from OFDC.
{para 6.2.7 (B)(i)}

% Non-finalisation of rate of royalty on sal seed fothe years 1992 to 1994 resulted in
increase of arrears of Rs.89 lakh against OFDC.
{para 6.2.7 (B)(iii)}

6.2.5 Trend of Collection of Forest Receipts

Forest revenue is derived mainly from sale of timemboo, sal see#endu leavesnd
other MFP items. In addition, compensation, finesd aorfeitures are charged for
unauthorised and illicit felling of trees belongittgthe department.

The trend of collection of forest revenue vis-athie budget estimates during the last 6 years
(1994-95 to 1999-2000) was as under:

(Rupees in crore)

Year Budget Estimate Revenue Variations Percgnt_age of
: variation
realised
1994-95 127.21 118.80 (-) 8.41 (-) 6.61
1995-96 132.21 68.26 (-) 63.95 (-) 48.37
1996-97 120.00 76.21 (-) 43.79 (-) 36.49
1997-98 105.00 73.29 (-) 31.71 (-) 30.20
1998-99 115.00 87.30 (-) 27.7Q (-) 24.09
1999-2000 110.00 95.39 (-) 14.61 (-) 13.28

As would be seen from the above, the shortfallahection of revenue varied from 6.61 to
48.37per centduring the years 1994-95 to 1999-2000.

The PCCF attributed (December 1999) the shortfaltallection of revenue to irregular
payment of dues by the OFDC/TDCC and other agencies
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As reported by the PCCF (December 1999), the tasfjebllection of arrears and actual
collection thereagainst (excludikgndu leavesduring the years 1994-95 to 1998-99 was as
under:

(Rupees in crore)

Year Arrears estimated | Actual collection of | Percentage of collection
for collection arrears to arrears
1994-95 40.69 2.92 7
1995-96 39.96 5.19 13
1996-97 47.68 2.76 6
1997-98 58.43 12.92 22
1998-99 49.50 2.48 5

It would be seen from above that the percentag®lédction of arrears was very minimal i.e.
ranging between 5 and P2r centduring the period 1994-95 to 1998-99.

Government attributed (September 2000) the increasacollected revenue to non-payment
of royalty by OFDC and TDCC. It was stated thatatépental action was being taken to
review the progress of collection of arrears.

6.2.6 Under-reporting of Arrears

Under the provisions of Orissa Forest DepartmerdteCan abstract of outstanding Demand,
Collection and Balance (DCB) is required to be siiteah quarterly by the DFOs to the CF.

The CF is required to review the position and séredsame to the PCCF who in turn shall
submit the figures to the Government.

Scrutiny of the DCB statement furnished by the PGOE&tober 1999) revealed that the total
outstanding forest revenue up to the end of Ma@®Olwas Rs.60.34 crore. However, the
year-wise breakup of these outstanding revenueneagurnished to audit. Test check of
records of 4 CsF (March 2000) revealed that thed Botrear dues against various agencies as
on 31 March 1999 were Rs.65.46 crore resulting imdew-reporting of arrears of
Rs.5.12 crore by the PCCF to the Government. Fyrdegutiny of records in 9 DFOs test
checked, 4 CsF and PCCF revealed as under:

(Rupees in crore)

Name of the Division Divisional figures CF figures PCCEF figures
Angul 1.95 1.95 2.28
Baripada 1.20 1.20 1.17
Dhenkanal 1.48 1.48 1.48
Jeypore 9.17 9.09 8.44
Keonjhar 1.16 1.16 1.14
Karanjia 2.13 2.13 2.56
Nayagarh 1.04 1.04 1.04
Parlakhemundi 1.40 1.40 1.44
Puri 1.99 1.99 1.98

Total 21.52 21.44 21.53
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There was variation in the figures of arrears regmbbetween the DCB statement compiled
by the PCCF and compiled statements furnished byQkF in respect of severmut of

9 divisions. Further, in Jeypore division, theresveadiscrepancy of Rs.8 lakh between the
divisional figure and CF figure due to under-repaytof arrear of Rs.8 lakh under sal seed
and bamboo by the DFO, Jeypore to the CF, Koraput.

In response to an audit enquiry, PCCF stated (Aug30) that such discrepancies arose due
to non-intimation of correct figures by the divis®oconcerned and that steps would be taken
to reconcile the discrepancies after obtainingréwesed figures from the divisions. The DCB
register of the PCCF was also not made up-to-day@rd March 1997. As a result, the
authenticity of the figures could not be voucheduinlit.

6.2.7 Analysisof Arrears

The PCCF/Forest and Environment Department didfurotish the year wise/agency-wise
details of the uncollected forest receipts (Rs&&®re) as on 31 March 1999. However,
information compiled by audit in respect of 4 Cekaaled as under:

(Rupees in crore)

Name of the Agencies More than Period of Pendency Grand
10 years Less than 10 years Total
5-10 years | 3-5years | 1-3 years
Contractual Agencies 2.78 0.26 0.08 0.04 3.16
(2403 cases) (49 cases)| (21 cases) (21 cases) (2494 cases
OFDC 351 15.33 6.28 30.54 55.66
TDCC 0.67 1.69 0.73 0.63 3.72
Other Tribal Co-op. Societies 0.02 0.05 0.02 0.06 0.15
Other Government Departments 0.51L 0.05 0.03 0.16 0.5
Paper Mills 2.02 - 2.02
(2 cases (2 cases)
Total 9.51 17.38 | 714 | 31.43 65.46

Out of 2,494 cases involving revenue of Rs.3.1Gecqertaining to contractual agencies,
1,548 cases involving Rs.1.19 crore were pendingdjfierent certificate courts for recovery
as arrears of land revenue and the balance 948 oassving Rs.1.97 crore were pending
with the departmental authorities without any atfior want of correct address and property
statements of the defaulting contractors. FurtB&C also accounted for §&r centof the
total dues.

[ Angul, Baripada, Jeypore, Keonjhar, Karanjia, &drémundi and Puri.
O 1778 cases involving Rs.1.30 crore were betweetn 28D years and above old and 625 cases involving.48s crore were
between 10 to 20 years old.
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Failure of the department to realise Governmensdwyeinvoking recovery proceedings and
other modes resulted in accumulation of arrearf@wAillustrative cases are given below.

(A)  Contractual Agencies
(a) Time barred cases pending with the Department

In terms of erstwhile Forest, Fisheries and Anirslrisbandry Department Notification
No0.11145 dated 12 August 1972, all arrears of foregenue should be realised from the
defaulting contractors within 30 years by institgticertificate cases as per provisions of the
Orissa Public Demand Recovery (OPDR) Act. NonHuson of certificate cases within
30 years is barred by limitations under Article Iif2Drissa Limitations Act, 1963.

Test check of 8 forest divisichsevealed that certificate cases were not instituiihin the
prescribed period of 30 years in 136 cases relatingeriod from 1947-48 to 1968-69
involving revenue of Rs.7.29 lakh and interest &f18.94 lakh due to want of correct
address and property statement of the defaultingractors.

Government accepted (September 2000) the auditvaigmn and confirmed that certificate
cases were not instituted due to non-availabilify pooperty details of the defaulting
contractors.

(b) Collection of arrears held under certificate proceedings

Under Section-87 of Orissa Forest Act 1972, Govemimmevenue may be realised as arrears
of land revenue through certificate proceedingst Theck of records of 9 forest divisions
revealed that out of 1107 cases, 527 cases ingpbhirear dues of Rs.27.31 lakh and interest
of Rs.59.19 lakh pertaining to the period from 1946to 1996-97 were pending in different
certificate courts for realisation. This resultachbn-realisation of arrears of Rs.86.50 lakh.

Government while accepting (September 2000) thé abdervations attributed the delay to
factors like death of the defaulting contractorsl aransfer of their property to their legal
heirs, shifting of defaulters to outside State, #tevas added that action was being taken for
time-bound disposal of such cases.

(c) Cases pending with the departmental authorities

It was noticed that 444 cases involving Governmmenénue of Rs 45.76 lakh and interest of
Rs.48.28 lakh pertaining to the period between IBB@nd 1998-99 were pending with the

# Angul, Baripada, Dhenkanal, Keonjhar, Karanjia, &garh, Paralakhemundi and Puri.
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DFOs without institution of certificate cases formant of correct address and property
statement of the defaulting contractors resultmplockage of Government revenue.

Government stated (September 2000) that the DFQ® Weing instructed to institute
certificate cases where these were still within thee limit after collecting requisite
information or to submit proposals for write-off.

(d) Non-collection of revenue from a private firm

A private firm was appointed by Government as aenador collection and utilisation of
MFP items in the State for a period of 10 yearsftb October 1990 to 30 September 2000.
An agreement was executed (April 1992) with thenfwith the stipulation that the firm
should pay 5@er centof the minimum royalty at the beginning of thedeaear and balance
50 per centby 31 March.

Scrutiny of records of the PCCF Orissa revealerifay 2000) that the firm became a
defaulter in making payment of royalty. Barringeavfoccasions, it could not pay the royalty
on the due dates and failed to clear the dues ®@3-94 onwards. Even 5i&r centof the
minimum royalty could not be cleared up from 19%be¢hwards and the quantum of non-
payment increased from 1996-97 onwards. Consequ#rel agreement with the firm was
terminated (October 1998). However, certificatecpralings were not instituted for recovery
of the outstanding dues of Rs.73.14 lakh out adltdues of Rs.213.87 lakh and interest of
Rs.8.44 lakh {p to September 1998) at the rate of 6% centper annum from 1993-94.
Even after termination of the agreement, the sgcddposit of Rs.5.32 lakh deposited by the
firm in shape of promissory notes had not beenkedo

On this being pointed out (February 2000) in autie, PCCF stated (February 2000) that the
DFO, Sambalpur had been authorised (February 2690hitiate certificate proceedings
against the firm for realisation of outstanding slaéongwith interest.

(B)  Orissa Forest Development Corporation
(i) Pendency of arrears dueto lack of proper action by the department

Under Section-3 (9)(iv) of the Orissa Forest Prad(Control of Trade) Rules, 1983, any
Government dues if not paid within 15 days fromdhaé& of notice of the DFO is recoverable
as a public demand under the provisions of thes@rublic Demand Recovery Act, 1962.

It was noticed that arrear dues of Rs.55.66 crpréothe end of March 1999 (§&r centof
the total dues) had remained unpaid by the Corordibr periods ranging from more than
10 years to 1 year.
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On this being pointed out the PCCF and Governmeated (September 2000) that
departmental action was being taken to review tiogness of collection of arrears. Further
report is awaited (November 2000).

(i) Non-realisation of interest

Under Rule 42 of the Orissa Forest Contract Rul€&§6 read with Government (F&E
Department) order of February 1977, the OFDC ibldigo pay interest at the rate 6.25
per centper annum, if it fails to pay the royalty withihet stipulated period. The TDCC is
also liable to pay interest at the above rate ofPMéms.

Test check of records of 9 divisions revealed (leetwOctober 1999 and March 2000) that
against the interest of Rs.1.40 crore leviable lom @rrear dues of Rs.5.72 crore against
OFDC/TDCC for the period from 1978-79 to 1998-98erest of Rs.19 lakh only was levied
by the department. No interest had been paid soTiais resulted in non-realisation of
interest of Rs.19 lakh besides under-assessmemtieoést of Rs.1.21 crore.

On being pointed out, the Government stated (Seper2000) that action was being taken
to collect the dues. Further report on recovemaited (November 2000).

(iif)  Non-finalisation of rate of royalty on sal seed

Under the provisions of the Orissa Forest Prod@mn{rol of Trade) Act, 1981, the OFDC
had been appointed as an agent for collection dfteate in sal seed in the State on payment
of royalty as fixed by the Government from yeay¢ar.

Scrutiny of records of the PCCF (December 1999katad that the OFDC collected
88316.685 metric ton of sal seed during 1992 to419%he rate of royalty for the same was
however not finalised by Government. The OFDC hagresented to Government for
fixation of rate of royalty at reduced rate as theg sustained heavy loss in sal seed trade in
these years. Accordingly, Government sought (Ma@98) certain information such as total
guantity of sal seed collected, cost of collectidisposal of stock etc. from the OFDC which
was furnished in July 1999. The PCCF had thereafésessed the rate of royalty for these

years as detailed below:
(Rupees in crore)

Year Quantity Rate Total Amount paid by | Balance
Collected (in rupees) per MT amount the OFDC to be
(in MT) (proposed by the PCCF| payable (provisionally) paid
1992/1993 | 65505.804 152.66 1.00 1.00
1994 22810.881 389.01 0.89 -- 0.89
Total 88316.685 1.89 1.00 0.89

76



Chapter-VI Forest Receipts

Thus, non-finalisation of rates of royalty led tdéodkage of Government revenue of
Rs.89 lakh resulting in increase of arrears.

On being pointed out, the Government stated (Sdmer®000) that the matter was pending
for decision.

(iv)

As per Rule 240 of the Orissa Forest DepartmeneCod lease should be granted to OFDC
without prior fixation of royalty. The Orissa FoteSontract Rules, 1966 envisage that a
contractor shall be responsible for losses by reagcany wrongful act by a third party or
natural calamity and shall not claim reductionte sums payable under the contract.

Blockade of revenue with OFDC

Scrutiny of records of CF, Koraput (March 2000) ealed that Government revenue of
Rs.71.70 lakh was pending with OFDC as disputedashehfior periods ranging from 4 to 10
years or more. This included (i) Rs.20 lakh beiogaity on 1212 units of timber lifted by
OFDC during the year 1993-94 pending finalisatibmades of royalty at Government level;
(i) Rs.3 lakh being royalty on 16,052 cft of timlddted by OFDC during the year 1995-96
which remained unpaid by OFDC due to disagreemerdr aates of royalty and
(i) Rs.33 lakh under Kalahandi division and Rs.l#kh under Nawarangpur division
towards royalty on timber etc. not lifted by OFD@ plea of non-availability of the same on
the site as detailed below:

Name of the Year Quantity Quantity Balance not Royalty payable
Division offered (in cft) lifted (in cft) lifted (in cft) (Rupees in lakh)
Kalahandi Up t01989-90 19228 5031 14197 25.00
3143 units 3143 units
1990-91 1501 790 711 0.40
1991-92 51086 42916 8170 5.20
1992-93 719 301 418 0.60
1993-94 3787 413 3374 22.10
1212 units 1212 units
1995-96 16052 16052 -- 2.90
Nawarangpur | Up t01989-90 12176 3322 8854 6.80
1990-91 10690 7229 3461 4.60
1991-92 3420 430 2990 2.80
1992-93 844 -- 844 1.30
Total 119593 76484 430.19 71.70
4355 units 1212 units 3143 units

Note: - In case of standing trees, volume of timberssmated on ‘unit’ basis, whereas, in case oéettees, actual volume

of timber is quantified on cubic feet (cft) basis.

On being pointed out, the Government stated (Sdme2000) that OFDC was liable to pay
royalty as finalised by the Government along wititerest for belated payment and

responsible for not lifting of timber in Kalaharatid Nawarangpur Divisions.
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6.2.8 Conclusion

Failure on the part of the Government to realigedirear dues from OFDC, non-finalisation
of certificate cases against the private contracamid improper maintenance of records led to
loss or non-realisation of Government dues of R88@rore which constituted I8r cent

of the total accumulated arrears of Rs.60.34 crbrether, lack of effective centralised
machinery for efficient monitoring of receipts obyalty and progress of exploitation
operations in the field worsened the position oéars.

Government stated (September 2000) that based eormutlit observations the PCCF had
suggested creation of a recovery cell and thatgsacg action was being taken to monitor
recovery of arrear dues in a systematic mannes $o minimise arrears of revenue.

6.3 Blockade of revenue due to non-disposal of tireb seized in undetected
forest offence cases

Government instructed (July 1989) for early dispadatimber seized in undetected (UD)

forest offence cases either by prompt deliveryhio ®@rissa Forest Development Corporation
(OFDC) or by public auction in order to avoid lafsevenue due to deterioration in quality
and value of such goods. Under the provision o$sxriForest Act, 1972, the timber seized in
other forest offence cases which were under prooégsosecution could be disposed of
under interim orders of the Magistrate.

During the course of audit of 6 forest divisionswias noticed (between May 1999 and
September 1999) that 12,780.20 cft of timber valaeds.41 lakh on the basis of rates
prescribed by the department for the year 1998s@@vaged in 443 UD offence cases
between 1990-91 and 1998-99 was not disposed didildate of audit as detailed below:

Rupees in lakh)

Sl. Name of No. of UD cases and year Quanti_ty of \_/alue of
No. the timber in cft timber
Division [1990-91(1995-96| 1996-97 | 1997-98| 1998-99 | Total pending disposal
1 Angul - - - - 165 165 8246 31.50
2 Dhenkanal - 2 8 14 47 71 1015 1.80
3 Ghumsur(s) - - 12 5 22 39 348 0.50
4 Keonjhar 2 1 7 15 43 68 1264 1.80
5 Nayagarh - - - 3 56 59 1473 4.10
6 Sambalpur - - 10 6 25 41 434 1.30
Total 2 3 37 43 358 443 12780 41.00

78



Chapter-VI Forest Receipts

On this being pointed out in audit, the concernddOB (except Sambalpur) stated that
7573 cft of timber (170 cases) valued at Rs.28a lhave been delivered to OFDC for
disposal and timber 947 cft (60 cases) valued al.®3 lakh was sold through auction
realising an amount of Rs.1.30 lakh. Disposal damee quantity of 4260 cft in 213 cases
was yet to be done.

The matter was reported to Government (May 200@)r reply is awaited (November 2000).

6.4  Non-levy of interest on belated payment of royty \

Under the Orissa Forest Contract Rules, 1966,cibraractor fails to pay any instalment of
consideration money for sale of forest coupe(siheydue date, he is liable to pay interest at
the rate of 6.2%er centper annum on the instalments in default. Thesgigions were also
applicable to Orissa Forest Development Corporatiba acts as a contractor.

During the course of audit of 1@orest divisions (between July 1999 and Januaf0R0it
was noticed that the OFDC had defaulted in payménbyalty of Rs.2.06 crore in case of
402 divisional lots relating to the years 1986-&7 119997-98, but interest amounting to
Rs.18.83 lakh was not levied.

On this being pointed out in audit (between Julg9 & January 2000), the Divisional Forest
Officer (DFO), Athagarh raised (September 1999) aleinof Rs.0.42 lakh while other DFOs
stated (July 1999 to January 2000) that action d/beltaken to raise the demand.

The matter was reported to Government (May 200@)r reply is awaited (November 2000).

* Athagarh, Athamallick, Bamra, Bonai, Bolangir, Deogaldypore, Karanjia, Sambalpur and Sundargarh.

79
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7.1 Results of Audit

Test check of records maintained in the miningoce8i conducted during the year 1999-2000
revealed non/short levy, non/short realisation ayfaity, non/short-recovery of interest and
others amounting to Rs.6.62 crore in 248 caseshwhiy broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of Amount

No. cases

1 Non/short levy of royalty/surface 06 1.26
rent/dead rent

2 Non/short realisation of surface 20 1.30
rent/royalty

3 Non/short recovery of interest 15 0.58

4 Miscellaneous 207 3.48

Total 248 6.62

During the course of the year 1999-2000, the depeant accepted under-assessment of
Rs.0.72 crore in 28 cases which had been pointedyoaudit in earlier years.

A few illustrative cases highlighting important d@uobservations involving Rs.2.00 crore are
mentioned in the following paragraphs.
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\7.2 Short levy of royalty due to benefication/procssing of ore

Under section 9 of the Mines and Minerals (Regafaind Development) Act, 1957, the
holder of a mining lease is liable to pay royalty respect of any minerals removed or
consumed from the leasehold area at the ratesfigpeai the Act. No loss or wastage is
admissible during the process of benefication efdhe under the Act ibid. As per the extant
provisions, a lessee carrying on benefication afarals is required to file monthly returns in
Form A(1) and submit the results of beneficatioduding quantity issued for benefication
on which royalty is leviable at specified rate.

(a) During the course of audit of Joda mining @rclit was noticed (between
December 1999 and May 2000) from the A(1) retuhat 8 lessees had fed 46,54,659.160
MT of high grade lump iron ore to the beneficatfpotessing plant for sizing and recovered
therefrom 45,30,716.120 MT of lump and fine oreslifferent grades during the period from
1992-93 to 1998-99 and the lessees deposited tfatyoon the quantity recovered after
processing the iron ore instead on the quantitygspective grades) removed from the seam.
However, the assessing authority failed to deteetshort payment. This resulted in short
realisation of royalty of Rs.1.07 crore calcula&dhe differential quantity and rate.

On this being pointed out (May 2000), the Governnstsited (August 2000) that the demand
of Rs.1.07 crore had been raised against the lessee

(b) During the course of audit of 4 mining circl{@aripada, Joda, Koira and Rourkela), it
was noticed (between July 1999 and February 2088 7 lessees had paid royalty on
40,70,924.350 MT of processed omuring the period from April 1993 to March 1999
instead of royalty on 43,37,889.719 MT of unproeeéssre in contravention of the provisions
of the Act which resulted in non-levy of royalty B6.33.59 lakh.

On this being pointed out (May 2000), Governmeatest (August 2000) that Rs.9.08 lakh
had been realised and action was taken to redisebélance amount of Rs.24.51 lakh.
Further reply is awaited (November 2000).

7.3 Non-levy of interest

® As per Cess and Other Taxes on Minerals (Véldd Act (16 of 1992), the levy of

cess on minerals remained in force up to 4 Aprd119n accordance with the provisions of
the Validation Act, the State Government instructbe concerned assessing officers
(between November 1992 and May 1994) to recoveptitstanding amount of cess dues in

* China clay, iron, limestone and dolomite.
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instalments from the lessees with the condition the principal amount of cess would carry
interest as specified in section 12 of the Orissss\ct, 1962. Further it was judicially hgld
that the levy of cess up to 4 April 1991 was validi lawful.

During the course of audit of Sambalpur and Talchigring circles, it was noticed (between
October 1999 and January 2000) that interest armautd Rs.42.82 lakh (at the rate opér
centper annum up to 26 November 1992 and gpdr2centper annum thereafter) on belated
payment of cess on mining dues during the pericg@243B to 1998-99 was not levied on
3 lessees viz. M/s Industrial Development Corporatitd. (Rs.40.24 lakh), M/s Ferro Alloys
Corporation Ltd. (Rs.2.49 lakh) and M/s Orissa MiCorporation Ltd. (Rs.0.09 lakh). The
delay ranged between 1 and 7 years.

On this being pointed out (January 2000) in auddyernment stated (August 2000) that a
demand of Rs.42.82 lakh had been raised againgttbees. Report on realisation is awaited
(November 2000).

(i) In terms of the Mineral Concession Rules, 190 amended in 1991, in case of
belated payment of dead rent, royalty or other Gawvent dues, simple interest at the rate of
24 per centper annum on the amount in default shall be clthfigen the sixtieth day of the
expiry of the due date till the default continues.

During the course of audit of four mining circléafipada, Keonjhar, Koira and Talcher), it
was noticed (between August 1999 and March 20G)itherest amounting to Rs.14.75 lakh
on belated payment of royalty was not levied fronessees for the period from 1994-95 to
1998-99.

On this being pointed out in audit (May 2000), Goweent stated (August 2000) that
Rs.6.74 lakh had been realised and for the balammint of Rs.8.01 lakh was under process
of recovery. Report on realisation is awaited (Nafer 2000).

7.4  Non-realisation of surface rent

As per the Coal Bearing Areas (Acquisition and Depment) Act, 1957 and Mineral
Concession Rules, 1960, companies who are les$dbs &tate Government in respect of
collieries operated by them are liable to pay safeent fixed by Government from time to
time alongwith interest.

O Judgement of Hon’ble Supreme Court in civil AppEal9847 in case of P. Kannadasan Vs. State of Tiawhil dt.26.07.96-
AIR-1996.S.C.2560.
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During the course of audit of two mining circleso(Rkela and Talcher), it was noticed
(January 2000) that a sum of Rs.1.78 lakh (surfem® Rs.1.57 lakh and interest
Rs.0.21 lakh) for the period April 1998 to March9®9was not realised from the lessee
(M/s Mahanadi Coalfields Ltd.) in respect of mirgerated by them.

On this being pointed out the Government statedg(®ti 2000) that the demand of
Rs.1.78 lakh had been raised against the lesseporiR®n realisation is awaited
(November 2000).
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8.1 Results of Audit

Test check of assessment records and other codndatements pertaining to departmental
receipts in the Departments of Food, Supplies amas@mer Welfare, Co-operation, Energy,
General Administration, Commerce and Transport, five] Textile and Handloom
alongwith Department of Finance revealed non/skear/loss of duties/fees etc. amounting
to Rs.91.07 crore in 3,45,704 cases which may lydmcategorised as under:

(Rupees in crore)

Sl. No. | Category No. of Amount
cases
1 Loss of revenue 3,42,101 0.43
2 Non/short levy of revenue 1,048 28.56
3 Other irregularities 2,554 30.70
4 Review on “Assessment and 1 31.38
Collection of Electricity Duty”
Total 3,45,704 91.07

During the course of the year 1999-2000, the covezbdepartments accepted short/non-levy
and loss of revenue etc. of Rs.10.53 crore in 24 ddses out of which 9 cases involving
Rs.0.30 lakh were pointed out during the year 12990 and the rest in earlier years.

A few illustrative cases highlighting important @usbservations involving Rs.6.71 crore and
findings of a review on “Assessment and Collectioh Electricity Duty” involving
Rs.31.38 crore are mentioned in the following peaphs.
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8.2 Assessment and Collection of Electricity Duty

8.2.1 Introductory

Levy and collection of Electricity Duty (ED) on caumption of energy in Orissa is regulated
by the Orissa Electricity (Duty) Act, 1961 (OED Acand rules made thereunder.
Accordingly, the Orissa State Electricity Board B and every licensee in the non-
captivé sector and licensees generating energy for their consumption in the captive
sector have the statutory obligation to collect EDm the consumers or itself at the
prescribed rates alongwith its own monthly charfmsenergy supplied, consumed and
deposit the same into Government account withirtytldays of the expiry of the month in
which the ED has been realised and furnish momn#tlyrns in the prescribed form.

8.2.2 Organisational set up

The Chief Electrical Inspector (CEI) who functiommder the Energy Department is
responsible for administering the Act and ensuthag ED is levied and collected as per the
provisions of the Act. He is assisted by three fleal Inspectors at Zonallevel and
Inspecting Officers posted at headquarters aloig@@ Executive Engineers heading the
Electrical Divisions. Levy and collection of ED the non-captive sector was done by the
erstwhile OSEB through its forty three ElectricalviBions upto March 1996 and this
function was taken over by the Grid Corporation@rissa (GRIDCO). Later GRIDCO
transferred (April/September 1999) the functionsdisftribution of energy to folirprivate
distribution companies which are now responsiblelday and collection of ED through the
same forty three Electrical Divisions.

8.2.3 Scope of Audit

A review was conducted during the period from Nolem1999 to February 2000 to
evaluate the efficiency and effectiveness of ctilbecof ED as per the provisions of the OED
Act and the rules made thereunder for the periooh f£994-95 to 1998-99 in the office of the
CEl, three zonal offices, GRIDCO and eyt of 43 electrical divisions.

1 Non-captive sector means the sector which diseibenergy to the consumecrsllects ED from the consumers and remit the
same to the Government.

Captive sector means the sector who generategyefeerhis own use and consumption and pays Erticethe Government.
Berhampur, Bhubaneswar and Rourkela.

Central, Northern, Southern, and Western Elettrigupply Company.

a A 0N

Berhampur, Cuttack, Dhenkanal, Jeypore, Rajgangmutkela, Rayagada and Talcher.
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8.2.4 Highlights

7

X Certificate cases were not initiated for realisatiof Electricity Duty of
Rs.9.70 crore from consumers whose power supplydigasnnected.

{Para 8.2.7.1}

®
%

Government was deprived of revenue of Rs.5.34 cdwe to failure of the

GRIDCO to adjust Electricity Duty as per the proms of the OED Act out of
collection from consumers.

{Para 8.2.7.3}

% Arrears of Electricity Duty of Rs.1.44 crore werenging for a period ranging
from 2 years to 11 years due to lackadaisical eggr@f the department.

{Para 8.2.7.4}

+ There was loss of revenue of Rs.17.17 crore onuatcof incorrect grant of
exemption.

{Para 8.2.7.7(i)(ii)}

8.25 Trend of revenue

Receipts from Electricity Duty during the last sirars ending March 2000 vis-a-vis the
Budget Estimates were as under :
Rupees in crore)

Year Budget Estimates Amount collected and deposited Variations Percentage of
into Govt. account Increase(+) variation
Shortfall (-)
Non- Captive Total Non- Captive Total Non- Captive Non- Captive
captive captive captive captive
1994-95 84.42 44.62 129.04 46.92 52.11 99.p3 6GJB7. (+)07.49| (-)44.42| (+)16.7
1995-96 88.64 46.85 135.44 62.84] 55.21 118.05 @®§ (+)08.36| (-)29.10| (+)17.84
1996-97 113.93 49.19 163.17 56.88 61.56 11844 70B | (+)12.37| (-)50.07| (+)25.14
1997-98 77.17 60.00 137.17 62.39 63.33 12572 (B4 (+)03.33| (-)19.15| (+)05.55
1998-99 73.39 65.50 138.84 53.68| 54.56 1084 (A9 (-)10.94 | (-)26.85 (-)16.7
1999-2000 81.12 68.77 149.85|) 49.24 76.61 125185 3188 | (+)07.84| (-)39.29] (+)11.4p

It would be seen from the above that the shorifaltollection of ED with reference to
Budget Estimates (BE) was mainly under non-captisector. The CEI stated
(November 1999) that the target in the BE in the-paptive sector was fixed taking into
account fiftyper centof the accumulated arrears of previous year plasgptojected demand
during the year. However, break up of figures ofiembion against age-wise arrears and
current demand was not available with the Departmi@alay in adjustment/remittance of
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ED by GRIDCO out of the collections made from tlmsumers also contributed for the
shortfall in collections vis-a-vis the revenue fmast in the budget estimate as discussed
subsequently in this review.

8.2.6 Arrearsof Electricity Duty
The position of arrears of ED pending for colleotia non-captive and captive sectors as at

the end of 1994-95 to 1998-99 was as under:

(Rupees in crore)

Year Non-Captive Captive Total
1994-95 70.41 16.54 86.95
1995-96 7241 26.17 98.58
1996-97 82.77 09.48 92.25
1997-98 94.43 09.12 103.55
1998-99 104.16 10.51 114.67

The CEI has not maintained the records in suppoyear wise analysis of the arrears and
hence the age-wise analysis of arrears could nasbertained.

Test check of records of CEl revealed that Rs.2L8@re was due from GRIDCO as on
31March 1999. However, GRIDCO reported the outstagdi® due for collection as only
Rs.104.16 crore on that date. Thus, there is &rdifice of Rs.14.66 crore in two sets of
accounts maintained by the CEIl and the GRIDCO.

On this being pointed out (May 2000), Governmeatest (June 2000) that the reconciliation
of ED accounts relating to non-captive sector uf®@07-98 had since been made.
Reconciliation for the year 1998-99 was yet to bedl

8.2.7 Analysisof collection of ED in Non-Captive Sector

The position of assessment and collection of EBGRIDCO (erstwhile OSEB) during the

last five years in respect of non-captive sectos a&aunder:
(Rupees in crore)

Year Arrears outstanding Assessment| Refund by Total amount ED Amount Percentage
with consumers at the during the adjustment due for collected| outstanding at the of
beginning of the year year collection end of the year | collection

1994-95 57.08 59.83 2.09 114.82 44.41] 70.41 38.67
1995-96 70.41 64.94 4.64 130.71 58.30] 72.41 44.60
1996-97 72.41 68.06 0.64 139.83 57.06 82.77 40.80
1997-98 82.77 73.49 0.92 155.34 60.91 94.48 39.21
1998-99 94.43 78.07 NA 172.50 53.68 118.82 31.11

It would be seen from above that the percentagmltgction against the demand had steadily
decreased from 44.6Per centin 1995-96 to 31.1Jer centin 1998-99 and the arrears

* As reported by CEI in July 1999.
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pending for collection increased from Rs.70.41 eror Rs.118.82 crore representing a 68.75
per centincrease during the five years from 1994-95 to8t99.

The shortfall in collection of arrears was mainly account of relaxations allowed to the
consumers viz. non-disconnection of power suppbpide non-payment/part-payment of the
monthly dues and lackadaisical approach in takimg &nd conclusive action under Orissa
Public Demand Recovery Act, 1962 (OPDR Act).

8.2.7.1 Non-institution of certificate cases

Under Section 5(3) of the OED Act, where any consufails or neglects to pay ED due

from him within the prescribed time, the licenséalsdisconnect the power supply of the
consumer. Further under Section 10 of the OED Adtrales made thereunder, the CEI shall
inspect the books of account and returns submitied licensee, apply a detailed test
regarding the levy of ED and send written requosisi to the certificate officer for realisation

of arrears of ED under the provisions of the OPD&R A

Cross verification of records of CEl with GRIDCOvealed that power supply was
disconnected by the GRIDCO for non-payment of ERef8.09 crore pending for collection
as of March 1997. Test check of records in 67 casedving arrears of ED of Rs.1.61 crore
revealed that though GRIDCO disconnected the pswpply as of March 1999, action was
not taken by the CElI for instituting certificatesea for recovery of the outstanding dues from

the defaulting consumers as depicted below:
(Rupees in crore)

No. of Month of Amount of ED
consumers disconnection outstanding
20 March 1998 0.81
6 October 1998 0.22
26 November 1998 0.49
15 March 1999 0.09
Total 161

On this being pointed out, Government stated (J2D@0) that initiation of certificate
proceedings by the CEI does not arise as distahutompanies are responsible for collection
of ED. The reply of the Government is not tenabileces the OED Act and rules made
thereunder empowered the CEI to recover the ar@faED by instituting certificate cases
against defaulting consumers.

8.2.7.2 Non-disconnection of power supply despite arrears

Test check of demand and collection register rexkdhat though progressive arrears
aggregating Rs.391.29 lakh as of March 1999 weralipg for realisation in respect of
36 consumers (having contract demand of 100 KW ayal’e) their power supply was not
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disconnected. The arrear dues against them rargfaecédn Rs.0.95 lakh and Rs.28.79 lakh.
Detailed check of month of March 1999 revealed thhtle the demands for the month
varied from Rs.0.03 lakh to Rs.12.33 lakh, the egponding realisation ranged upto
Rs.6.31 lakh. However, the CEI on receipt of montrdturns had neither analysed the
position of demand and collection of ED from thenswamers nor directed GRIDCO for
disconnection of power supply of the defaultingsumers.

8.2.7.3 Non-adjustment/remittance of ED

Under Section 5(2) of the OED Act, the ED and thteriest, if any, shall be the first charge
on the amount recoverable by the licensee for tieegy supplied by him and shall be a debt
due by him to the State Government. Further Sedtidje) of the OED Act provides that if
any person contravenes any rules under the Acshhk be guilty of an offence triable by a
Magistrate and on conviction shall be liable toiphment with imprisonment or with fine or
with both. The OSEB (General Supply) Regulation895, provide for adjustment of
proportionate share of ED in case of part paymgnhé consumer.

Scrutiny of register of demand and collection ispect of 341 consumers having contract
demand of 100 KW and above for the month of Margé8l October 1998, November 1998
and March 1999 revealed non-payment of ED of R4.5®re by the GRIDCO in the
following cases:

(Rupees in crore)

No. of No. of Arrear demand Amount collected ED ED short
divisions | consumers and adjusted recoverable/ | adjusted/
EC ED EC ED adjustable | remitted
33 245 121.75 4.46 18.45 Nil 3.54 3.54
31 62 45.81 6.54 26.73 1.32 3.01 1.69
7 34 1.88 0.11 1.99 Nil 0.11 0.11
Total 341 5.34

On this being pointed out in audit, the CEI stafddvember 1999) that though GRIDCO had
not acted as per the provisions of the OED Actcoercive action could be taken. The reply
was not tenable as no action to take recourseetpehal action of the OED Act as mentioned
above had been instituted for recovery of dues.

8.2.7.4 Lackadaisical approach in realisation of ED from the defaulters

Review of records of GRIDCO revealed that the Cmajpon has neither maintained the
details of demands outstanding party-wise and age-nor pursued the collection of ED in
individual high value cases pending for collectidhile certifying the accounts (1997-98) of
GRIDCO, the non-maintenance of records showingvaige-and party-wise details had been
commented upon by the statutory auditors.
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Details of cases test checked (January 2000 touRgb2000) in audit where arrears of ED
were pending for more than two years to elevensyead reasons therefor are mentioned

below:

Sl. No. | Name of the Name of the Period of dues Amount Remarks
Electrical Consumer (Rs. in
Division Iakh)
1. RED, Jeypore Sugar April 1993 to May | 50.50 Power supply was disconnected in May
Rayagada Company Limited 1996 1996 and certificate case was not initiated
even after a lapse of four years.

2. KED, Utkal Weavers Co- | 1992-93 to 1997-98| 32.80 Power supply was discdedem March

Khurda op Spinning Mill 1998 after a lapse of 6 years of default. No
action taken for recovery of the dues

3. CED, Titagarh Paper Mill | November 1988 to| 17.80 The Unit was taken over by another

Cuttack September 1992 company (l.e BILT) in April 1991 but ng
action was taken to realise the dues from
new Company.

4. CED, Indian Charge March 1990 to 1996 17.70 Power supply was discdedeeven after,

Cuttack Chrome Limited non-payment of dues for more than ten
years.

5. RED, Indian Carbide and | Upto March 1995 9.60 Power supply was disconnegtetarch

Rairangpur | Chemicals 1995. Certificate case was not instituted
even after five years.

6. JED, Jeypore Hanuman Works | Upto January 1993 5.10 Power supply disconnected Jamuary

Private Limited 1993. But certificate case was not instituted
even after 7years.

7. JED, Jeypore BTW Industries Upto October 1997 03.5 Power supply disconnected by October
1997 in two cases. But certificate case was
not instituted even after 3 years.

8. JED, Jeypore  Executive Engineg¢rUpto September 3.30 Power supply was disconnected in June

Andhra Pradesh 1996 1996. But certificate case was not instituted
Power House even after four years.
9. DED, S.N. Corporation June 1997 to 2.50 Unit was closed in November 1998 and
Dhenknal November 1998 power supply was disconnected |in
December 1998. But certificate case was
not instituted for recovery of dues even
after a lapse of two years.

10 JED, Jeypore  Utkal Cement Upto September 0.80 Power supply was disconnected |in

Private Limited 1995 September 1995. But certificate was not
instituted even after five years.

8.2.7.5 Non-realisation of ED for want of timely action

Test check of records revealed that Rs.831.19 pektaining to the period from April 1985
to October 1997 was pending for collection agamsnit (M/s Utkal Electrocasting Private
Limited) towards energy charges (EC) which includgd of Rs.41.62 lakh. The unit was
taken over (September 1997) by the Industrial Ptmmadnvestment Corporation Limited
(IPICOL) and the power supply was disconnected By O in November 1997 i.e. after a
lapse of 12 years from the date of default of paynoéthe dues.
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GRIDCO collected an amount of Rs.72.61 lakh fromuhit during the period between April

1985 and April 1996 and the entire amount was &ejutowards EC though Rs. 41.62 lakh
was to be allocated towards ED and paid to Goventniehe CEIl on receipt of monthly

returns indicating the adjustment of the amound jbgi the unit towards EC failed to take any
action to direct GRIDCO for payment of the ED oatgting against the unit. It was further
noticed that GRIDCO requested (July 1998) IPICOlmtake payment of the dues from the
sale proceeds of the seized assets of the unanTaudit query (August 2000) IPICOL stated
that the seized assets could not be disposedatifsence of competitive offer.

Thus, failure on the part of the CElI and GRIDCQdalise the EC and ED in time and non-
disconnection of power supply by GRIDCO for a pérad 12 years led to non-realisation of
the dues.

8.2.7.6 Arrears under dispute

As per Section 8 of the OED Act and rules madeetineder, the Electrical Inspector (El) is
empowered to decide a dispute relating to the litglof a consumer for payment of ED.

During the course of review, it was noticed thatuph ED amounting to Rs.28.30 crore and
Rs.33.36 crore were in dispute as on 31 March 18896 31 March 1997 respectively, no
action was taken by the CEI to ascertain the natdfirdisputes so as to initiate action for
settlement.

In case of M/s Jayashree Chemical Ltd., Ganjamwai$ noticed that there were dues of
Rs.7.87 crore (EC Rs.7.01 crore and ED Rs.86 lakitdtanding against the unit for the
period upto March 1981. Out of the above dues, ERs01.20 crore was undisputed and the
unit was allowed to pay the undisputed amount iar fequal instalments. The balance
amount of Rs.6.67 crore (including ED of Rs.86 Jakias referred (1981) by Government to
Board of Arbitrators for adjudication as the unisglted the levy of delayed payment
surcharge on EC. Though a period of 19 years heused, the matter has not been decided
so far. Reasons for non-finalisation of arbitratigmceedings were not made available to
audit. As there was no dispute regarding the leéviD, tagging of ED with the dispute of
delayed payment of surcharge on EC was not in ofiders, failure of the CEI to de-link the
dues on account of ED from the dues of EC andestt same under the provisions of OED
Act resulted in non-realisation of ED of Rs.86 lakh

8.2.7.7 Loss of revenue on account of incorrect exemption

® Under section 3(1) of OED Act and rules mader¢under, ED shall be levied and
collected on the energy consumed by the consuni¢re aate applicable to the category to
which the consumer belongs. ICCL commissioned (fatyr 1989) Captive Power Plant
(CPP) to use energy for its own requirement and avasling 50per centexemption of ED

vide notification (July 1987) of the GovernmentdCand IMFAL were registered under the
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Companies Act, 1956, as two separate companies. Gowernment had held
(September 1992) that CPP of ICCL was not of IMFa#sLthe latter does not own it. IMFAL
was thus liable to pay ED on the energy consumedt by the rate applicable to Power
Intensive Industries category.

During the course of audit, it was noticed (Janua®p0) that IMFAL had consumed

232.17 crore units (ICCL 200.89 crore units and B®D 31.28 crore units) of energy

through the transmission lines of OSEB/GRIDCO foe fperiod from February 1989 to

August 1998. Out of the above ED payable on engeyerated from CPP of ICCL was

worked out at the concessional rate of 6 paiseupér as per orders (June 1998) of the
Government instead of at the rate applicable todPdmtensive Industries. Since the CPP did
not belong to IMFAL, allowance of concessional nags against the provisions of the OED
Act. This had resulted in loss of ED of Rs.16.3@rercalculated at the differential rate of ED
after adjustment of demand of Rs.20.26 crore pregs be raised by GRIDCO.

(i) Under section 3(5) of the OED Act, the Statev@rnment may exempt any Industry
which has started production at any time on orr&te July 1980 from payment of ED to

such extent and for such period as may be spedifigtie notification. Government vide

notification of April 1999 exempted a unit (M/s daree Chemicals Limited) from payment
of ED for a period of 5 years with effect from SpBamber 1998.

It was noticed in audit that the unit started pithn from 4 August 1967. As the date of
starting production by the industry was earlieBioJuly 1980, the exemption so allowed by
the Government was incorrect and resulted in Iésewenue of Rs.81 lakh towards ED for
the period from September 1998 to December 199@lémsecurring loss for the remaining
period (January 2000 to August 2003).

On this being pointed out, Government stated (A20D0) that the exemption was granted on
approval by the Council of Ministers (November 1p9Bhe reply was not tenable as the
grant of exemption was not in conformity with thED Act.

8.2.8 Non-payment of ED by unitsin the Captive Sector

Under Section 5 of the OED Act and rules made thvader, units generating energy shall pay
ED at the prescribed rate to the State Governméhtna80 days of its consumption. Failure
to pay the dues within the prescribed period atéréy of interest at the rate of p8r cent
per annum. Government by a notification (July 198X¢mpted industrial units who have
commissioned CPP on or after April 1986 with altotgpacity of 30 MVA from payment of
ED for a period of 10 years.

It was noticed that ED of Rs.63.40 lakh payableShynits after expiry of validity period of
exemption was not paid by these units as per th@xfimg details:
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(Rupees in lakh)
Sl. Name of the Date of Period of Period for ED | Interest | Total
No. unit installation exemption which ED was
(upto) payable
1 | M/sJ.K. Paper | February 1989| January 1999 February 19991.30 4.30
Mills, Rayagada to
November 1999
2 | M/s Mangalam | November 1988 November 1998 December 19981.80| 0.30 2.10
Timber Product to
Ltd. November 1999
3 | M/s Orient Pape 1987 1997 June 1998 to 48.00( 9.00 57.00
Mills, December 1998
Brajarajnagar
Total 63.40

However, the CEI has not initiated any action wokeer the ED from the units so far.

On being pointed out (May 2000), Government stéee 2000) that special attention was
being given for collection of ED arrears. Howew@ngvernment did not indicate any specific
or time-bound steps to eliminate the arrears.

8.2.9 Monitoring and Evaluation

According to provisions of Section-6 of OED Act 196he electrical divisions were required
to maintain basic records showing details of uwitsenergy generated, units supplied to
consumers, amount of ED payable thereon, recoveryenand other relevant information.

Since records were not properly maintained at kbetrécal divisions, the CEIl reiterated these
requirements and instructed (September 1996) thsials to submit monthly returns to him.

However, it was observed in audit that neitherriievant records were properly maintained
nor periodical returns submitted regularly. The ipms of maintenance of records and

furnishing of periodical returns had not improved the absence of adequate further
monitoring by the CEI at the apex level and Eleetirinspectors at the zonal levels.

8.2.10 Conclusion

In the absence of meaningful steps taken by therttepnt to monitor and check non-
payment/delay in payment of ED by the consumermftome to time, the arrears of ED
increased steadily from Rs.70.41 crore (1994-95R4$0l18.82 crore (1998-99) in the non-
captive sector and from Rs.9.12 crore (1997-98R4dl0.51 crore (1998-99) in the captive
sector.
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8.3  Non-realisation of guarantee fee \

Government of Orissa, Finance Department, issuguil(A980) guidelines providing for
guarantees by the State Government for repaymenboofowings (loans, bonds, etc.)
together with interest thereon by local bodies, operative institutions, companies,
corporations etc. which are usually raised to ntbeir capital needs. For such service
rendered and contingent liability undertaken, adfantee Fee” shall be levied by the State
as per the rates indicated in the guidelines.

As per agreements entered into by the State Gowsrnmwith the debtor institutions,
Government has the right to recover the amountagua “Public Demand” under the Orissa
Public Demand Recovery Act, 1962 in case of defiaufiayment of fees. The Act provides
that interest at the rate of 120Br centper annum may be levied from the date of signihg o
the certificate upto the date of realisation of does.

A mention was made in para 8.2 of the Audit Refl@evenue Receipts) of the Comptroller
and Auditor General of India relating to Governmasit Orissa for the year ended
March 1999 regarding pendency of arrear demandsumiing to Rs.24.71 crore in the
Departments of Energy, Industry and Housing andabrievelopment. A test check
(March 2000) of records of another four departmerts Textiles & Handloom, Commerce
and Transport, Co-operation, Welfare along withter check of Energy Department for the
period 1981-82 to 1998-99 revealed non-levy and-neafisation of Government dues
amounting to Rs.6.71 crore as on March 2000 duiaitore of Government to invoke the

above mentioned provisions. The details of thetanting dues are as follows:
(Rupees in lakh)

Sl. Department Debtor/ Loanee Period Amount of Guarantee Fee
No. Guarantee Due Paid B Period of
payment
1 COMMERCE AND TRANSPORT
| Orissa State Road January 1986
Transport igg%gg to 5746.00 179.55| 12.12| 167.43 and
Corporation March 1987
1l Orissa State
Commercial .
Transport 1991-92 60.00 2.40]| Nil 2.40
Corporation
2 CO-OPERATION
| Orissa State
Consumer Marketing iggggg to 2400.00 34.50| Nil 34.50
Federation
Il Baramba Co-op. 3 :
Sugar Industry Ltd. 1987-88 630.00 18.90| Nil 18.90
1l Orissa State May 1984 to
Warehousing igg?:gg to 286.56 19.92| 16.25| 367 | December
Corporation 1998
\Y, Baragarh Co-op. y .
Sugar Mills 1998-99 1065.00 2.66| Nil 2.66
v Orissa State Co-0p. | 1997 gy 686.93 055 | Nil 055
Bank Ltd.
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(Rupees in lakh)
Sl. Department Debtor/ Loanee Period Amount of Guarantee Fee
No. Guarantee . Period of
Due Paid Balance payment
3 ENERGY
GRID Corporation of | 1997-98 and 20134.00 198.54 Nil 198.54 -
Orissa 1998-99
(GRIDCO)
4 TEXTILES AND HANDLOOM
| Orissa Textiles Mills | 1981-82 to 2122.13 109.23| 6.75 102.48 May 1995
Ltd. 1996-97 and
November
1995
Il Utkal W.C.S.Mills, 1982-83 to .
Khurda 1994-95 766.73 21.80 Nil 21.80 -
1l Orissa State
Handloom 1989-90 to .
Development 1996-97 1701.11 20.58 Nil 20.58 -
Corporation Ltd.
\Y, Shree Jagannath -
W.C.S. Mills, 1222 2: and| 455 00 1869 Nil | 1869 -
Nuapatna 1987-
\% Shree Sarala W.C.S. h
Mills, Tirtol 1984-85 480.00 18.00| Nil 18.00 -
VI Shree Gopinath
W.C.S. Mills, 1989-90 595.00 14.88| Nil 14.88 -
Baliapal
il Gangpur W.C.S. | 1953 g4 450.00 1350 Nil | 1350 -
Mills, Sundargarh
VIl Orissa Weaving
Co-op Spinning 1989-90 220.00 5.50 Nil 5.50 -
Mills, Baragarh
IX Orissa State Co-op. | 1995-96 and .
Bank Ltd. 1998-99 6000.00 2.40 Nil 2.40 -
X Kalinga W.C.S. ~ May 1995
Mills, Dhenkanal 1993-94 and 473.38 3.55 1.73 1.82 and
1996-97 March 1997
5 WELFARE
| Tribal
Development Co- | 1497 g5 850.00 | 17.00| Nil | 17.00 -
op. Corporation of
Orissa Ltd.
Il OBC Finance and Between
Dev. Co-op. May 1995
Corporation Ltd. 1994-95 444.85 556| 0.44 5.12 and
March 2000
1l Orissa SC ST Dev. Between
Finance 1992-93 and May 1993
900.00 8.25| 7.20 1.05
Co-operative 1998-99 and
Corporation Ltd. March 2000
Total 46463.69 715.96| 44.49 671.47 -
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While accepting the fact of delay in realisation giiarantee fees, Government stated
(August 2000) that the amount of guarantee feestamding for collection was Rs.8.03 crore.
The details though called for were awaited (Noven2@60).

Bhubaneswar
Dated :

Countersigned

New Delhi
Dated :

(R.K.GHOSE)
Accountant General (Audit)-11
Orissa

(V.K.SHUNGLU)
Comptroller and Auditor General of India
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