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PREFACE

This report for the year ended 31 March 2005 hasnbprepared for
submission to the Governor under Article 151(2bhef Constitution.

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

The cases mentioned in this Report are among tvbgsh came to notice in
the course of test audit of records during 200&8%ell as those noticed in
earlier years but which could not be covered ingievious years’ Repotts
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| OVERVIEW |

This report contains 62 paragraphs relating to hey/short levy of tax,

penalty, loss of revenue, interest including ongerg on "Interest Receipts".
The findings involve revenue to the tune of Rs.B&0crore. Some of the
major findings are mentioned below:

The Government's total revenue receipts for the 2684-05 amounted
to Rs.11,850 crore against Rs.9,440 crore in tlewipus year. Of this
46.60 per cent was raised by the State - Rs.4,177 crore throagh t
revenue and Rs.1,345 crore through non-tax revende53.4Qper cent
was received from the Government of India, Rs.3&08e in the form of
State's share of divisible Union taxes and Rs.2¢86(k as grants in aid.

{Para 1.1}

Test check of records of sales tax, motor vehiEgs state excise, mines
and minerals, land revenue, forest and other dmgatal offices

conducted during the year 2004-05, revealed unsesament, short
levy/loss of revenue etc. amounting to Rs.936.5drecrin 20,81,333

cases. During the year 2004-05, the concerned the@atls accepted
underassessment etc. of Rs.109 crore, involved,B8]232 cases pointed
out during 2004-05 and earlier years, of whichdepartments recovered
Rs.6 crore in 16,421 cases.

{Para 1.9}

As on 30 June 2005, 3,653 inspection reports isapeal December 2004
containing 11,067 audit observations involving R&® crore were
outstanding for want of comments/final action bye tltoncerned
departments.

{Para 1.10}

Grant of irregular exemption towards export salesulted in under
assessments of tax of Rs.2.17 crore

{Para 2.3}
Determination of transaction between the two dsatérOrissa as inter

state sale instead of intra state sale led to @sdessment of tax of
Rs.3.90 crore.

{Para 2.5.1}

*

Chapter-I figures in overview have been roundeff to nearest crore.
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Cross verification of records of FCI with the asseent records of three
registered rice millers revealed that there wasievaof tax of Rs.77.67
lakh due to suppression of sale turnover of rice.

{Para 2.7}
Short levy of entry tax of Rs.18.07 lakh due to leapion of incorrect
rate.

{Para 2.20}

[Motor Vehicles Tax ]

Motor vehicle tax and additional tax including pkypaamounting to
Rs.30.83 crore was not realised in respect of Byghicles which had
valid route permits.

{Para 3.2}
Non realisation of various fees at the revisedsré&td to loss of Rs.2.01

crore in 1,65,833 cases for the period between a@tiary 2003 and
31 March 2004.

{Para 3.3}
Short realisation of one time tax of Rs.51.89 lakhadvalorem basis in

respect of 323 vehicles registered between Febru2093 and
31 March 2004.

{Para 3.5}

[Land Revenue, Stamp Duty and Registration Fee§

An organisation after taking over the possessiofso¥ernment land on
lease basis, sub-leased the land to other thirepaafter realisation of
cost of land, but did not deposit Government's esshalnich resulted in
non realisation of revenue of Rs.11.19 crore.

{Para 4.2}

Although lease for Government land was sanctioned land was in
possession of the lessees, yet demand for Rs.&&k@7was not raised
against lessees towards premium, ground rent, aedsnterest for the
years between 1999-2000 and 2003-04.

{Para 4.4}

Cross verification of records of Tahasil officesttwreference to 149
documents revealed that kissam of land was inctyrset forth with
lower value due to which there was short realisatbd stamp duty and
registration fees of Rs.25.64 lakh.

{Para 4.7}
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State Excise

Non observance of the prescribed procedure inese¢tht of IMFL off
shops resulted in loss of revenue of Rs.10.17 crore

{Para 5.2.1}

Non realisation of revenue of Rs.9.26 lakh duedn affixture of excise
adhesive labels on beer bottles imported from iolat the State.

{Para 5.5}

[Forest ReceiptsJ

Bamboo coupes in the bamboo potential forest dinsiof the State were
not worked leading to loss of Rs.8.66 crore of nexetowards royalty.

{Para 6.2}

Non levy of interest of Rs.86.06 lakh on belateginpent of royalty on
timber.

{Para 6.5}

[Mining Receipts ]

Loss of revenue of Rs.16.29 crore due to non misih demand for
royalty and cost of ore for illegal extraction/remabof chromite ore.

{Para7.3.1}

Non execution of lease deed within the specifietdbpeand delay in grant
of revocation of renewal order resulted in lossesenue of Rs.6.23 crore
towards cost of ore.

{Para 7.4}

Unauthorised extraction/removal of iron ore in &ifend without prior
approval of Central Government led to loss of rexenf Rs.5.11 crore
towards cost of ore and royalty.

{Para 7.5}

VIiI pepartmental Receipts]

Review onfInterest Receipts” revealed the following:-

¢ Sanction of interest free loan to 30 organisatiithout adhering to
the principles of loan policy and general financides resulted in loss
of interest of Rs.11.47 crore.

{Para 8.2.8}

Xi
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¢ Due to computation error there was short levy tériest amounting to
Rs.72.92 crore against one organisation and noy ¢évinterest of
Rs.8.44 crore against another organisation.

{Para 8.2.9}

¢ Release of fresh grants/assistance to five orgémisawithout making
any recovery towards outstanding principal andregeresulted in non
realisation of interest of Rs.215.53 crore whicltswalusive of penal
interest of Rs.57.70 crore.

{Para 8.2.10}

¢ Delay in disbursement of loan released by Goventrotindia to the
implementing agencies led to loss of Rs.56.81 dmnards interest.

{Para 8.2.11}

¢+ Non finalisation of terms and conditions of loanamped to one
Corporation led to non realisation of interest sf&45 crore.

{Para 8.2.13}
Non levy of inspection fees against the three ithgtion companies
resulted in non realisation of Government reverfu@s5.87 crore.
{Para 8.3}
Raising of demand for inspection fees at the pveseel rate for the years

2002-03 and 2003-04 resulted in short levy of ictipa fees of Rs.2.34
crore.

{Para 8.4}
Non levy of electricity duty of Rs.1.86 crore ftvetyear 2003-04 against
two companies engaged in generation and distributfeelectricity.

{Para 8.5}

Xii



| CHAPTER-| : GENERAL |

1.1  Trend of Revenue Receipts

1.1.1 The tax and non tax revenue raised by the Govarhrok Orissa
during the year 2004-05, the State's share ofillleisdJnion taxes and grants
in aid received from the Government of India duritige year and the
corresponding figures for the preceding four yeaesgiven below:

(Rupees in crore)

2000-2001 | 2001-2002 | 2002-2003 | 2003-2004 | 2004-2005

| Revenue raised by
State Government

(@) Tax Revenue 2,184.03 2,466.88 2,87184 3,301.73,176.60
(b) Non Tax Revenue 685.41 691.7b 961.18 1,094|55 ,345152
Total 2,869.50 3,158.63 3,833.02 4,396.28 5,522 12

1] Receipts from
Government of India

(a) State's share of divisible 2,603.97 2,648.72 2,805.98 3x327-583,977.6(>1
Union taxes

(b) Grants inaid 1,428.55 1,240.64 1,800.17 1286 2,350.41

Total 4,032.52 3,889.36 4,605.71 5,043.96 6,328.07

Il Total Receipt of the 6,902.02 7,047.99 8,438.77 9,440.24 11,850{19
State Government
(1+11)

IV Percentage of | to lll 41.57 44.82 45.42 46.57 46.6]

1 For details, please see Statement No.11-Detailed obcints of Revenue by Minor Heads in the

Finance Accounts of the Government of Orissa for th year 2004-05. Figures under the minor head 901-&te
of net proceeds assigned to States under the majbeads 0020-Corporation Tax; 0021-Taxes on Income ah
than Corporation Tax; 0028-Other Taxes on Income andExpenditure; 0032-Taxes on Wealth; 0037-Customs;
0038-Union Excise Duties; 0044-Service Tax and 00&8her Taxes and Duties on Commodities and Services
booked in the Finance Accounts under A-Tax Revenuealie been excluded from the Revenue raised by the
State and exhibited as State's share of divisiblerlibn taxes.
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1.1.2 The details of the tax revenue raised during thar Y904-05 along
with figures for the preceding four years are gibetow:

Rupees in crore)

Heads of Revenue 2000-2003 2001-2002 | 2002-2003 | 2003-2004 | 2004-2005 | Per centage of
increase (+) or
decrease (-) in

2004-2005 over
2003-2004

1. (a) Sales Tax 1,293.99 1,350.51 1,532.69 1,546|47 ,06123 (+) 33

(b) Central

Sales Tax 48.13 51.82 72.53 317.50 410.1 (+) 29

2. Taxes and
Duties on 146.71 136.96 172.17 200.41 261.8P (+) 31
Electricity

3. Land Revenue 53.26 84.48 82.1p 103.27 13169 (+) 27

Taxes on

Vehicles 178.17 216.37 257.35 280.03 338.11 (+) 21

5. Taxes on
Goods and 194.04 252.04 313.07 377.14 384.93 (+) 2
Passengers

State Excise 135.31 197.46 246.06 256.87 306/61 2qQ+)

Stamp Duty
and
Registration
Fees

108.52 109.76 135.86 153.01 197.8)7 (+)2

8. Other Taxes
and Duties on
Commodities
and Services

14.60 27.62 13.34 14.77 25.14 (*+) 70

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

11.30 39.86 46.61 52.63 59.07 (+)12

Total 2,184.03 2,466.88 2,871.84 3,301.73 4,176.60

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

Taxes and Duties on Electricity:The increase was stated to be due to more
collection of duty on non captive and captive poplants and inspection fees
etc.

Land Revenue:The increase in collection was stated to be due\sion of
rate of premium for conversion of land, more cdltat of royalty etc.

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

Stamp duty and registration fees:The increase was stated to be due to
disposal of 47A cases and increase of land value.

Reasons for variation in respect of other taxesdariges on commodities and
services has not been received from concerned Degatr (October 2005).
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1.1.3 Details of non tax revenue realised during the &&§¥4-05 alongwith

the figures for the preceding four years are givelow:
(Rupees in crore)

Heads of Revenud¢ 2000-2001 | 2001-2002| 2002-2003| 2003-2004 2004-05 Per centage of
increase (+) or
decrease (-) in
2004-2005 over

2003-2004
1 Non ferrous 360.33 378.56 44358 552.06 670.52 (H21
Mining and
Metallurgical
Industries
2 Forestry and 84.79 87.95 97.04 48.64 84.72 (+) 74
Wild Life
3 Interest 13.09 25.27 76.09 164.38 249.04 (+) 52
Receipts
Education 19.91 24.98 24.31 12.00, 15.7 (+)31
5 lIrrigation & 20.16 18.40 24.70 36.25 40.45 (+) 12
Inland Water
Transport
Public Works 15.40 13.99 13.69 15.06 17.05 (+)13
7 Police 21.44 19.23 13.37 15.55 21.24 (+) 37
Medical and 10.07 10.15 11.24 7.51 12.98 (+)73
Public Health
9 Power 3.20 3.18 2.94 2.90 4.19 (+) 44
10 Miscellaneous 8.20 13.92 10.41 5.38 31.70 (+) 489
General
Services
11 OtherNonTa¥ 111.363 82.653 227.96 226.35 160.97 (-)29
Receipts
12 Co-operation 1.70 1.94 2.09 2.39 2.72 (+) 14
13 Other 15.81 11.52 13.71 6.08 34.18 (+) 462
Administrative
Services
14 Dairy 0.007 0.007 0.05 Nil Nil
development
Total 685.47 691.75 961.18 |1,094.55 | 1,345.52

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

Non ferrous Mining and Metallurgical Industries: The increase was stated
to be due to upward revision of rates on royaltynon coal minerals, minor
minerals, increase in sale price of minerals arghateh of more iron ore.

Forestry and Wild Life: The increase was stated to be due to realisafion o
cost of compensatory afforestation from user agenci

Police: The increase was stated to be due to collectioar@ar dues from
Aviation Research Centre, Charbatia and East QReigvays.

Reasons for variations relating toterest, education, irrigation and inland
water transport, medical and public health have not been received though
called for.
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1.2 Variations between budget estimates and actuals

The variations between the budget estimates andlacof revenue receipts
for the year 2004-05 in respect of the principahd® of tax and non tax

revenue are given below:
(Rupees in crore)

Sl. Heads of Revenue Budget Actual receipts Variations Per centage of
No. estimates Increase (+) Variation
Shortfall (-)
Tax Revenue
1 Sales Tax 2,063.00 2,471.39 (+) 408.39 20
2 | Iaxeson ;‘;‘;‘:: 300.23 384.93 (+) 84.70 28
8 | Taxes and Duties 240.84 261.89 (+) 21.05 9
on Electricity
4 Land Revenue 120.00 131.59 (+) 11.59 10
5 Taxes on Vehicles 320.59 338.11 (+) 17.52 5
6 State Excise 290.16 306.61 (+) 16.45 6
7 rségi@t? a'ﬁg:]ylf‘:gs 190.90 197.87 (+) 6.97 4
Non Tax Revenue
8 Mines and Minerals 640.87 670.52 (+) 29.65 5
9 Forest 40.00 84.72 (+) 44.72 112
10 Education 13.26 15.76 (+) 250 19
11 Interest 87.07 249.04 (+) 161.97 186
12 Police 8.02 21.24 (+) 13.22 165

Taxes and Duties on Electricity:The increase (ninper cent) was stated to
be due to collection of arrear dues from M/s. NALCO

Taxes on vehicles:The increase (fiveper cent) was stated to be due to
increase of vehicle population, better enforcenaetitities, timely review of
performance of field functionaries and effectiv@euvision.

Stamp duty and Registration feesThe increase (foyser cent) was stated to
be due to collection of arrear revenue under seeti@A of Stamp Act.

Mines and Minerals: The increase (fivgoer cent) was stated to be due to
increase in despatches of minerals as per markedmie and upward revision
of rates of royalty of non coal and minor minerals.

Forest: The increase (11@er cent) was stated to be due to realisation of cost
of compensatory afforestation from user agencies.

Police: The increase (16per cent) was stated to be due to payment of claims
by Aviation Research Centre, Charbatia and EasstIRailways.

The reasons for variation for state excise, taxesgyoods and passengers,
education, interest etc. though called for wereitda

1.3  Analysis of collection

Breakup of total collection at pre assessment stagd after regular

assessment of Sales Tax, Profession Tax, EntryahdxLuxury Tax for the

year 2004-05 and the corresponding figures forprexeding two years as
furnished by the Department is as follows:
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(Rupees in crore)
Head of Year Amount Amount collected Amount of Amount Net Per-

Revenue collected at after regular arrear refunded | collection | centage

pre assess- assessment demand of

ment stage (additional collected column

demand) 3to7

@ (@) (€] “ ©) (6 )] (8
1. Sales 2002-03 1,570.33 40.79 35.54 35.36 |1,611.38 97.5
Tax 2003-04 1,820.65 37.80 36.61 17.01 |1,877.78 97
2004-05 2,420.87 35.34 34.68 23.54 |2,467.38 98.1
2. Profess-| 2002-03 44.42 - - - 44.42 100
ion Tax | 2003-04 50.62 - - - 50.62 100
2004-05 56.16 - - - 56.16 100
3. Entry 2002-03 301.63 7.72 2.32 1.20 310.47 97
Tax 2003-04 350.67 17.44 3.45 0.04 371.52 94.4
2004-05 361.65 19.87 4.81 0.74 385.59 93.8
4. Luxury | 2002-03 9.45 - -- - 9.45 100
Tax 2003-04 11.26 - - - 11.26 100
2004-05 10.15 0.01 - 10.16 99.9

The above table shows that percentage of

collectbrrevenue at the

assessment stage ranged between 94.4 top@B.dent under sales tax and
entry tax during the year 2002-03 to 2004-05.

1.4

Cost of Collection

The gross collection in respect of major revenweigs, expenditure incurred
on their collection and the percentage of such edipgre to gross collection
during the years 2002-03, 2003-04 and 2004-05 aleitly the relevant all

India average percentage of expenditure on cotledid gross collection for
2003-04 are given below:

(Rupees in crore)
Heads of Year Gross Expenditure Per centage of All India average
Revenue collection on collection expenditure to per centage for the year
gross collection 2003-04
Sales Tax 2002-2003 1,646.66 21.36 1.29
2003-2004 2,331.60 21.30 0.91 1.15
2004-2005 2,946.87 23.47 0.80
Taxes 2002-2003 257.35 9.22 3.58
on Vehicles 2003-2004 280.14 7.81 2.79 2.57
2004-2005 338.11 8.82 2.61
State Excise 2002-2003 246.06 12.62 5.13
2003-2004 256.68 13.05 5.08 3.81
2004-2005 306.70 13.19 4.30
Stamp Dut 2002-2003 135.86 12.24 9.01
and Registration 2003-2004 154.36 12.82 8.30 3.66
Fees 2004-2005 197.95 11.70 5.91

It would be seen from above that cost of collectimmler taxes on vehicles,
state excise, stamp duty and registration fee wggeehthan all India average.

2 The figures supplied by the Department do not t&f with figures of Finance Accounts.

3 The difference of Rs.13.78 crore (Departmentaldire of Rs.1,877.75 crore minus Rs.1,863.97 crore

Finance Accounts figure) yet to be reconciled.
4 The difference of Rs.4.04 crore (Departmental fige of Rs.2,467.35 crore minus Rs.2,471.39 crore

Finance Accounts figure) yet to be reconciled (Ochker 2005).
5 Percentage of expenditure to gross collectionrf@004-05 includes Entry Tax, Entertainment Tax

and Professional Tax in addition to Sales Tax.
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1.5 Collection of sales tax per assessee

(Rupees in crore)

Year No. of assessees Sales tax revenue Revenue/assessee
2000-2001 58,427 1,351.49 0.023
2001-2002 62,142 1,434.72 0.023
2002-2003 69,743 1,646.66 0.024
2003-2004 74,494 1,894.76 0.025
2004-2005 78,991 2,490.89 0.032

The above table reveals that revenue collectionagsessee increased from
Rs.0.023 crore in the year 2000-01 to Rs.0.032dro2004-05.

1.6 Analysis of arrears of revenue

As on 31 March 2005, the arrears of revenue undecipal heads of revenue
as reported by the Departments aggregating Rs.D2%%ore were as detailed
below:-

(Rupees in crore)

Sl. Heads of Amount of Arrears more
No Revenue arrears as on | than five years Remarks
31 March 2005 old

1 Sales Tax 1,203.58 527.09 The stages of arrezes ag under:
. Cases covered by
show cause and
penalty 336.65
Demands stayed by
> Departmental
authorities 180.05
> Supreme
Court/High Court 411.05

. Demands covered

by Certificate

proceedings/ Tax

Recovery

proceedings 272.41
. Amounts likely to

be written off 3.42

2 Taxes on Vehicles 75.94 - The stages of arrears were as under:
. Demands covered

by certificate

proceedings 31.24
. Recoveries stayed

by
> High

Court/Supreme

Court/other

Judicial authorities 0.29
> Departmental

authorities of

Government 4.32
. Amount under

dispute 0.20

. Other stages 39.89
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(Rupees in crore)
Sl. Heads of Amount of Arrears more
No Revenue arrears as on | than five years Remarks
31 March 2005 old
3 Entry Tax 41.75 - The stages of arrears were as under:
. Amount covered
by show cause
and penalty 10.20
. Recoveries stayed
by Departmental
authorities 13.46
. Demand stayed
by High Court 17.75
. Demand covered
by Certificate/ tax
recovery
proceedings 0.34
4 Entertainment Tax 6.25 - The stages of arrears were as under:
. Demand covered
by certificate/Tax
Recovery
proceedings 3.47
. Amount covered
by show cause
and penalty 2.49
. Recoveries stayed
by:
> Departmental
authorities 0.16
> High Court/
Supreme Court 0.13
5 Land Revenue 19.98 - Iltem wise break up was as follows :
. Rent 2.38
. Cess 4.44
. Nistar Cess 0.14
. Sairat 3.53
. Misc. Revenue 9.49
6 State Excise 18.56 9.92 The stage wise posifianrears was

as under

. Covered by
certificate
proceedings

. Stayed by High
Court/
other judicial
authorities

. Stayed by
Departmental
authorities

. Amount under
dispute

. Proposed to be
written off

. Other stages of
recovery

8.42

3.30

1.75

0.07

0.03

4.99
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(Rupees in crore)

Sl. Heads of Amount of arrears Arrears more
No Revenue as on 31 March than five years Remarks
2005 old
7 Interest 120.31 - . Co-operation
Department 78.84
. Industries
Department 41.47
The arrears were due from:
. Orissa State
Financial
Corporation.
> Loan in lieu of
share capital 7.75
> Interest bearing
loan 13.63
> State Aid Rural
Industries Program.
loan 1.15
> Sales Tax loan 6.04
> Electricity Duty
loan 2.95
> Panchayat Samiti
Industries loan 0.34
. Industrial
Development
Corporation 6.93
. IPICOL 0.84
. Orissa Small Scale
Industries
Corporation 0.67
. Orissa State
Leather
Corporation 0.61
. Orissa Instrument
Comany 0.43
. Orissa Film
Development
Corporation 0.13
8 Other 9.44 - The arrears were due from:
Departmental
Receipts (Rent)
G.A Department
Non-Residential Buildings 0.62
Residential Buildings
. Retired Govt.
Servants 3.47
. MLA's and ex-
MLA's 0.50
. Boards and
Corporations 0.40
. Private parties 0.62
. Transferred Govt.
Servants 1.19
. Certificate cases 0.03
. Central
Government
employees
occupying State
Government
Quarters and water
tax 0.32
D Usual House Rent 2.09
. Recovery stayed by
High Court and
other judicial
authorities 0.20
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(Rupees in crore)
Sl. Heads of Amount of arrears Arrears more
No Revenue as on 31 March than five years Remarks
2005 old
9 Mines and 83.88 3.12 The stages of recovery were as under:-
Minerals
. Demand
covered by
certificate
proceedings 211
. Demand locked
up in litigation
in High Court
and other
judicial
authorities 1.04
. Amount under
dispute 2.33
. Amount
covered under
write off/
waiver proposal 1.82
. Recoverable
amount 76.58
10 Irrigation (WR) 87.16 45.23 Industrial Water Rate 87.16
11 Taxes and Duties 471.78 - Item wise breakup was as follows:
on Electricity
. Non captive 143.46
. Captive 292.32
. Inspection 36.00
12 Forest 82.81 - The arrears were due from:
. Forest lease 6.61
. 6
OFDC 71.73
* TDCC7 4.47
13 Police 37.61 8.60 -
1.7  Arrears in assessments

The details of cases pending assessment at theniegjiof the year 2004-05,
cases becoming due for assessment during the gasses disposed of during
the year and the number of cases pending finaisat the end of the year
2004-05 as furnished by the Sales Tax Departmerdspect of sales tax and
entry tax are as follows:

Opening Cases due for Total Cases finalised| Balance at Percentage of
Balance assessment during the the close of column
during the year year the year 5t04
1 2 3 4 5 6 7
Sales Tax 2,84,385 2,70,549 5,54,934 2,09,000 R45, 37.66
Entry Tax 58,916 1,44,741 2,03,567 91,773 1,11,884 45.08

It can be seen from the above table that the pexgerof disposal under sales
tax and entry tax were 37.@8&r cent and 45.0%er cent respectively.

6 Orissa Forest Development Corporation Limited.
7 Orissa Tribal Development Cooperative Corporation
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1.8

Evasion of Tax

The number of cases of evasion of tax detected amsgssments finalised
during 2004-05 are given below:

SI Name of Cases Cases Total No. of cases in which No. of
No. tax/duty pending as detected assessment/ investigations cases
on 31 during completed and additional pending
March 2004-05 demand including penalty | finalisation
2004 etc., raised as on 31
No. of Amount of March
cases demand 2005
(Rs.in crore)
1 Sales Tax 6,925 5,173 12,098 3,619 16.50 8,479

The revenue involved in the pending cases was natished by the
Department. It would be seen from the above thatdisposal of detected
cases was only 29¢&r cent in respect of sales tax cases.

1.9 Results of Audit

Test check of the records of sales tax, motor Vehitax, land revenue, state
excise, forest, mines and minerals and other deyeatal offices conducted
during the year 2004-05 revealed underassessmeritishy/loss of revenue
etc. amounting to Rs.936.51 crore in 20,81,333xd3aring the course of the
year 2004-05, the concerned departments accepteeragsessment etc. of
Rs.109.11 crore involved in 17,38,232 cases whidrewpointed out in
2004-05 and in earlier years. Of these, the Departsnrecovered Rs.6.40
crore in 16,421 cases.

This report contains 62 paragraphs including ongeve relating to under-
assessment/short levy/non levy etc. involving R3.86 croe of which
Rs.221.43 crore has been accepted by Governmemtfdegnt. Recovery
made in these cases amounted to Rs.2.67 crore uulyo2005. Audit
observations with a total revenue effect of Rs.2b5crore have not been
accepted by the Department/Government but theitections have been
appropriately commented upon in the relevant pagtw. Replies in the
remaining cases have not been received (Octobér) 200

1.10 Failure of senior officials to enforce accouability and
protect interest of Government

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

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

10
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The number of IRs and audit observations relatingetvenue receipts issued
up to 31 December 2004 which were pending settl¢imethe departments as
on 30 June 2005 along with corresponding figuresHe preceding two years
are given below:

| 2003 2004 2005
Number of inspection reports pending 3655 3768 3653
settlement ’ ’ ’
Number _of outstanding audit 11,081 11,023 11,067
observations
Amount of revenue involved 1,446.54 1,472.32 1,788.59
(in crore of Rupees)

Department wise break up of the IRs and audit efagi@ins outstanding as on
30 June 2005 is given below:

Department Nature of Number of Amount of | Year to which Number of
receipts outstanding receipts observations Inspection
Inspect- Audit involved relate Reports
ion observ- (Rs. in to which even
reports ations crore) first replies have
not been received
1 Finance 1978-79 to
Sales Tax 597 2,461 262.05 2004-05 69
Entertainment 1975-76 to
Tax 76 113 1.76 2004-05 03
1997-98 to
Luxury Tax 10 11 0.57 2004-05 -
2001-02 to
Entry Tax 46 64 5.61 2004-05 28
2 Commerce Taxes on 1970-71 to
and Transport | Vehicles 268 2,830 221.18 2004-05 40
(Transport) Taxes on
Goods and 70 237 100 | Jorsrate -
Passenger
3 Revenue Land 1975-76 to
Revenue 1,028 2,122 366.52 2004-05 124
Stamp Duty
and 1977-78 to
Registration 285 487 52.80 2004-05 46
Fees
4 Excise State Excise 1991-92 to
237 610 131.90 2004-05 45
5 Forestand Forest 1980-81 to
Environment | Receipts 438 1,047 125.78 2004-05 1
6 Steeland Mining 1974-75 to
Mines Receipts 114 238 7972 | 5004-05 04
7 Cooperation Departmenta 1976-77 to
Receipts 55 132 134.80 | 5004-05 07
8 Food Supplies :
and Consumer Departmental 60 90 4.22 1989-90to 02
Receipts 2004-05
Welfare
9 Energy 1992-93 to
-do- 51 107 384.85 2004-05 02
10 General
Administration -do- 08 16 455 | 1977-7810 o1
2004-05
(Rent)
11 Works 1992-93 to
-do- 21 33 8.19 2004-05 -
12. Others 1987-88 to
-do- 289 469 3.00 2004-05 -
Total 3,653 11,067 1,788.59 442

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

11
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1.11 Departmental Audit Committee Meetings

In order to expedite the settlement of outstandindit observations contained
in the IRs, departmental Audit Committees have beenstituted by the
Government. The representatives of Finance Depattm&dministrative
Department and office of the Accountant General YAGN&RA) attend the
Committee. The Committees meet regularly to expetlite clearance of
outstanding audit observations and ensure thdtdictéon is taken on all audit
observations outstanding for more than a year. riguthe year 2004-05,
Finance, Transport, Revenue and Forest Departneentiseened 18, 4, 15 and
four Audit Committee meetings respectively. Othe@v&nment departments
did not take initiative in using the machinery deeh for settling the
outstanding audit observations.

1.12 Response of the Departments to Draft Audit Pagraphs

Government of Orissa, Finance Department, in thggular memorandum
instructed (May 1967) various departments of theveBoment to submit
compliance to the draft audit paragraphs (DPs)didéy the AG for inclusion
in the Audit Reports of the Comptroller and Audi@eneral (CAG) within six

weeks from the date of receipt of such DPs. Thevahostructions were
reiterated (December 1993) while accepting themenendation of the High
Power Committee on response of the State Goverrsnerihe Audit Reports
of the CAG. The DPs are normally forwarded by th& £ the Principal

Secretary/Secretary of the administrative departroencerned through demi-
official letters seeking confirmation of the fadtyaosition and comments
thereon within the stipulated period of six weeks.

Eighty six DPs being considered for inclusion instliReport were demi
officially forwarded to the Secretaries/Principadcgetaries of the concerned
departments between February 2005 and June 20b&wéquest to verify the
factual position and offer comments thereon. Defficial reminders were
also issued after the expiry of six weeks time achecase. The position of
response to the draft paras is detailed below:

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

Finance (Sales Tax & Entry Tax) 27 5 22

Transport (Motor Vehicle Tax) 14 - 14

Excise (Excise Duty and Fees) 10 - 10

AIWIN|F

Forest and Environment
(Forest Receipts)

(&3]

Steel & Mines (Mining Receipts) 7 2 5

6 Revenue (Land Revenue, Stamp Dyty
f h 11 - 11
and Registration Fees)

7 Energy, Food supplies & Consumer
Welfare, Cooperation, Finance,
Agriculture, Industries, Housing &
Urban Development, Steel & Mines, 10 2 8
ST & SC Development, Textiles and
Handloom Department (Departmentgl
Receipts)

Total 86 11 75

12
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The Excise Department recovered Rs.1.40 croresahgiance of audit in two
audit observations in the year 2004-05.

1.13 Follow up on Audit Reports- summarised positio

According to instructions issued by the Finance d&8pent in December
1993, all departments are required to furnish exgilary memoranda duly
vetted by audit to the Orissa Legislative Assemhlyespect of paragraphs
included in the Audit Reports within three monttideing laid on the table of
the House.

Review of outstanding explanatory memoranda ongoapds included in the
reports of CAG of India (Revenue Receipts) as orviagitch 2005 disclosed
that the departments had not submitted remedidbeafry memoranda on
88 paragraphs for the years from 1994-95 to 2002s08etailed below.

Year 198911991 1992{ 19931 1994-| 1995-| 1996-| 1997{ 19984 1999{2000- | 2001- |2002- | Total
1990] 1992 1993| 1994 1995| 1996 | 1997 | 1998 1999 2000 2001 | 2002 | 2003

No.ofparas| oo | 3| 54| 44| 47| 40 3 3§ 40 34| 45 45| 57| 612
in the AR
No. of paras
discussed in| 68 51 40 32 21 13 5 3 1 - 5 3 - 242
PAC
No. of paras
pending for 01 12 14 12 26 27 31 34 3¢ 34 40 42 57 370
discussion
No. of paras
for which
compliance 2 1] 1] 4| 7 7 11| 55 88
notes awaite
from the
Departments

From the above, it would be seen that the non camqe to audit paragraphs
stood at 14.3%er cent of total paras presented to the Assembly durirgy th
above period.

With a view to ensuring accountability of the exiéeei in respect of all the
issues dealt with in the Audit Reports, the PuBlocounts Committee (PAC)
had as early as May 1966 issued instructions tthellDepartments of State
Government to submit Action Taken Notes (ATN) oe tlecommendations
made by PAC for further consideratiaithin six months of the presentation
of PAC Report to the Legislature. However it wadiced from the PAC

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

containing 345 paras/recommendations were preséytéiote PAC before the
Legislature between February 1991 and March 20@5 akamination of the

Audit Report (Revenue Receipts) of 14 departmemtgie years 1985-86 to
2000-01. However, ATNs have not been received @spect of 112

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

March 2005.

13






(CHAPTER-II : SALES TAX |

2.1 Results of audit

Test check of assessments, refund cases and cedriExtuments on sales tax
and entry tax of Commercial Tax offices during fear 2004-05 revealed
under assessment of tax, incorrect grant of exemption/short levy of tax
etc. amounting to Rs.94.15 crore in 308 cases whmady broadly be
categorised as under: -

(Rupees in crore)

Sl. Categories No. of Amount

No. cases

Sales Tax

1. Exparte assessment and pendency & disposal of appeal 1 6.48
cases and its impact on revenue collection

2. Short levy of tax due to incorrect computation of taxable 101 37.36
turnover

3. Underassessment of tax due to application of incorregt 43 6.71
rate of tax

4, Underassessment of tax due to irregular grant of 31 16.13
exemption

5. Non levy of surcharge 5 0.08

6. Non levy of interest 6 0.90

7. Other irregularities 79 22.89

Total 266 90.55

Entry Tax

1. Non/short levy of entry tax 15 1.72

2. Non/short levy of penalty 16 1.49

3. Application of incorrect rate of entry tax 4 0.32

4, Short levy of entry tax due to irregular deduction 2 0.0B

5. Incorrect computation of taxable turnover o) 0.04

Total 42 3.60

Grand Total 308 94.15

During the year 2004-05, the Department acceptatbruassessment etc. of
Rs.11.64 crore in 101 cases which were pointedroaudit in earlier years

and Rs.7.14 crore in five cases pointed out in ZWR40ut of these the

Department recovered Rs.42.98 lakh in 37 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.27.09 crore are discussed in the following paratus.
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2.2 Exparte assessment and pendency and disposhbppeal cases
and their impact on revenue collection

2.2.1 Introduction

Under the provision of Orissa Sales Tax Act, 199571 Act) and Central
Sales Tax Act, 1956 (CST Act) and Rules made thetery assessment of
registered and unregistered dealers is done uretdios 12 (4) and 12 (5) of
the OST Act and Rule 12 (5) of the CST (Orissa)eRulespectively. For
escapement of taxable turnover, reassessment & wluer Section 12 (8) of
OST Act and Rule 10 of CST (Orissa) Rules. In cakeeassessment of
escaped / concealed turnover, the OST Act proviolelevy of penalty equal
to one and half times of tax assessed. If a déailsrto comply with the terms
of the notice for assessment/reassessment issubintdor appearance in
person with books of accounts, the assessing offtall proceed to assess the
dealer exparte to the best of his judgement.

Rule 28 of OST Rules, after amendment with effieotn 20 July 2001,
provides that all proceedings under Section 12882 (8) pending prior to
21 July 2001 shall be disposed of within one yeat proceedings initiated
thereafter shall be disposed within two years ftbendate of institution.

Under the provisions of Section 23 of OST Act, dealer is aggrieved against
an order of assessment of tax, penalty or intetestmay prefer an appeal
before the first appellate authority within 30 ddg@m the date of receipt of
demand notice served upon him. The first appebatfority in disposing of

such appeal cases may reject, confirm, enhancejcee@nd annul the

assessment or set-aside the assessment and remntred dssessing officers
with the direction for re-assessment after suchhér enquiry as may be
directed.

The Commissioner of Commercial Taxes (CCT) in 19894 issued
guidelines to complete reassessment proceedingswiitree months from the
date of receipt of appeal orders and instructed itispecting officers to
examine the set aside registers and reassessmesg ta course of their
inspection and report cases where there has beetearation.

2.2.2 Non realisation of revenue dueto delay in assessments

Under provisions of OST Act, if an unregisteredldess liable to pay tax but
fails to get himself registered and also if thenawer of a registered/
unregistered dealer has escaped assessment deisagsessed, the CCT shall
serve upon such dealer a notice asking the deafarrtish a return within one
month from the date of receipt of the notice andttend in person with books
of accounts. If the dealer fails to comply with teems and conditions of such
notice, the CCT shall, after allowing the dealereasonable opportunity,
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assess the dealer exparte any time after expirmgredcribed period of one
month, to the best of his judgment.

OST Act provides that after completion of assessmdamand notice is
served upon the dealer with the direction to paywighin 30 days from the
date of receipt of demand notice. If any amoumiispaid by the due date, the
assessing officer shall issue a showcause notiggayoin addition to tax
payable, penalty not exceeding one half of thd teount due within 30 days
from the date of service of notice. The amount Whigmains unpaid after the
due date of payment in pursuance of the above enassued, shall be
recoverable as an arrear of public demands thrtaglecovery proceedings.

Test check of exparte assessment records for s P©00-01 to 2003-04, in
15 circle§ between October 2004 and March 2005 revealedttwning:-

(Rupees in crore)

Sl. | Assesse| Exparte demand Amount Realised Amount Demands outstanding
No. | Uls reduced/annulled/
guashed/ set aside
1 2 3 4 5 6 7 8 9 10
No. of | Amount No. of Amount | No. of Amount No. of Amount
cases cases cases cases
1 12(5) 4006 50.77 24 0.31 87 0.65 3,895 49.80
2 12(8) 431 16.65 18 0.61 29 291 384 13.14
3 12(4) 879 32.13 3 0.13 34 6.85 842 25.1p
Total 5,316 99.55 45 1.05 150 10.41 5,121 88.09
Cases covered under | Cases pending in Appeal | Cases where report| Cases of closure of business
Tax Recovery on follow up action (Out of col.15 &16)
Proceedings taken is awaited
11 12 13 14 15 16 17 18
No. of Amount No. of Amount No. of Amount | No. of cases Amount
cases cases cases
87 10.35 114 19.32 3,694 20.13 3,160 17489
42 2.74 39 0.65 303 9.75 212 6.05
26 3.81 62 4.54 754 16.80 NA* NA
155 16.90 215 2451 4,751 46.68 3,372 23.94
* Not available

It would be seen that out of 5,316 cases involviRg99.55 crore, the
Department could realise only Rs.1.05 crore in 4es and initiated
certificate proceedings for Rs.16.90 crore in 1&85es. Demands of Rs.88.09
crore in 5,121 cases remained outstanding. Reportollow up action in
remaining 4,751 cases involving Rs.46.68 crore awaaited (July 2005) and
possibility of recovery of Rs.23.94 crore in 3,3d&es where business had
been closed was remote.

After this was pointed out in audit between Octab@d4 and March 2005, the
assessing officers stated between October 2004 Macth 2005 that
unregistered dealers had already closed down lthsiness and demanded tax
could not be collected. In case of registered dsalie assessing officers
agreed to initiate tax recovery proceedings folisation of demanded tax.

8 Balasore, (East), Cuttack-I(Central),
Cuttack-l (West), Cuttack-1l, Cuttack-1ll, Dhenkana |, Ganjam-I, Puri-l, Rourkela-l, Rourkela-Il.

Bhadrak, Bhubaneswar-l, Bhubaneswar-Il, Cuttack-I

and Sambalpur-I
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2.2.3 Allowance of deductionsin exparte assessments

Scrutiny of assessment records in three circlesa@®eae, Cuttack-l (West),
and Sambalpur-1) revealed that while finalising thgesessments of eight
dealers exparte, the assessing officers allowedveset July 2002 and
March 2005 deduction of Rs.5.07 crore towards séleax paid goods, tax
free goods and labour and service charges withetification of books of

accounts. This led to under assessment of taetesttent of Rs.47.94 lakh.

After this was pointed out in audit, the assessifiger of Cuttack-1 (West)
circle reopened the case in September 2003 andssasgeofficers of
Sambalpur-l and Balasore circle stated between Mbee 2003 and
November 2004 that deduction was allowed towarti®ua charges to the
minimum extent and towards first point tax paid d®oThe reply is not
tenable since allowance of deductions was irregagathe assessing officers
had no scope to verify the books of accounts ofdéaler to determine the

allowable deduction in exparte assessment.

2.2.4 Pendency and disposal of first appeal cases

The CCT issued instructions in 1962/1999 for dispas first appeal cases
within three months from the date of their filingnda disposal of cases
involving high money value on priority basis. Asrpgorms fixed by the
Commissioner in 1991 the Asst. Commissioner of Cemcml Taxes (ACCT)
in charge of range should write 10 substantive appeders and the ACCT
should write 40 appeal orders per month exclusi¥eagpeals and other
miscellaneous orders passed under different Acts.

Scrutiny of monthly progress reports (MPRs) for years 2000-01 to 2003-04
in five ranges revealed that demands of Rs. 16&d& in 11,453 cases were

locked up in appeals as of March 2004, as detaiaolv:-

( Rupees in Crore)

Name of No. of cases Total No, of No. of No. of Cases Cases Cases annulled/
the range pending as on No. cases cases cases confirmed enhanced Cases reduced/
01.04.2000/ No. disposed | pending ag pending Cases set-aside
of cases of during on for more
received the year 31.03.2004 than 3
during the 2000-01 months
year 2000-01 to No./ No./ No./ No./ No./ Amount
to 2003-04 2003-04 | Amount Amount Amount Amount
3057 2715 1729 919 6 787
Balasore 1744 4801 2086 | 1240 3.49 17.82 0.98 22.95
2657 1661 793 1444 8 2099
Cuttack-! 2677 5334 3673 37.43 5.84 22.80 0.12 61.91
4233 1845 1187 3768 74 2414
Cuttack-l 4384 8617 6772 58.92 30.86 68.54 0.95 136.57
. 3868 1722 939 2753 37 3365
Puri 4796 8664 6942 | 30.42 2.10 64.21 4.64 76.74
4617 3510 2815 1633 11 2025
Sundargarh 2505 7212 8702 30.32 12.44 20.09 0.47 90.83
Total 18,432 11,453 7,463 10,517 136 10,690
16,196 34628 | 23175 | 7949 | 5473 193.46 716 389.00

It would be seen that balance 7,463 cases involRs¢4.73 crore were
pending for more than three months. The instrustiohCCT to dispose of
appeal cases within three months were not folloviyd the appellate
This resulted in accumulation of appeases and blocking of

authorities.
revenue.
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2.2.5 Pendency of set aside cases

Test check of records in 13 circle®vealed that 2,269 set aside cases were
pending as on 1 April 2000 and 1,323 fresh casea® wexeived during the
period 2000-01 to 2003-04. Out of 3,592 set asakes, only 991 cases were
disposed of between 2000-01 and 2003-04. Test cbkedk6 pending cases
involving Rs.6 crore pertaining to six circles raled that the cases were set
aside by first appellate officers and remandedh® dssessing officers. The
pendency of the cases ranged between one and 5 yea

The inspecting officers did not scrutinise the asitle register at the time of
inspection. No assessing officer completed reassasgswithin three months
from the date of receipt of appeal orders. Inspgcbfficers also did not
follow CCT's instructions, which indicated lack ofternal control in the
Department. Lacuna in the Act in not providing apecific time limit for
disposal of remand cases led to accumulation of ipegdency.

After this was pointed out between March 2005 @mtil 2005, all the
ACCTs, except ACCT Sundargarh Range, issued irtgingcbetween March
2005 and July 2005 to the assessing officers fepatial of remand cases on
priority basis. The reply of ACCT Sundargarh Ranga&s awaited
(October 2005). The CCT has also issued necessatyuctions to all
concerned (April/ May2005).

The matter was reported to Government in May 20@ply had not been
received (October 2005).

2.3  Underassessment of tax due to grant of irregulaxemption
towards export sales

Under the CST Act, a dealer shall not be liablpag tax on any sale of goods
in the course of export of those goods out of #rdtory of India. Under the

provisions of OST Act, penalty for any concealmehturnover equal to one
and half times of the tax so assessed is payaladdition to tax. Tyres, tubes
and flaps are taxable at p2r cent.

During the audit of Balasore circle, it was notidgedAugust 2004 that the
assessing officer while finalising assessment iny @803 of a registered
dealer for the year 2001-02 engaged in manufacocesale of tyres, tubes
and flaps allowed exemption on export sale of Rs3% crore. Cross
verification of records with the Central Excise Bement revealed that the
dealer had diverted goods worth Rs.5.30 crore éondrconsumption and paid
excise duty of only Rs.1.65 crore. Since these goagre not actually
exported, the entire transaction of Rs.6.95 croras vexigible to tax.
Allowance of exemption in respect of goods divertedhome consumption

9 Balasore, Bhadrak, Bhubaneswar-l, Bhubaneswar-Il, Cuttack-I(West), Cuttack-I(Central),
Cuttack-I(East), Cuttack-II, Cuttack-1ll, Dhenkanal , Puri-lI, Rourkela-I, Rourkela-II.
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resulted in underassessment of tax of Rs.2.17 ¢natading surcharge and
penalty.

After this was pointed out in audit in August 20Q4e assessing officer
completed the reassessment proceedings in Feb2@0% raising extra
demand of Rs.5.88 crore after taking into accouditdindings and the report
of the intelligence wing of the Department. Repamtrecovery was awaited
(October 2005).

The matter was reported to Government in Janua@b;2Government in
March 2005 confirmed the fact of raising demand.

2.4 Underassessment of tax due to contravention déclaration

Under the OST Act, where a registered dealer psehgoods of the class or
classes specified in his certificate of registmates being intended for use
within the state of Orissa by him in the manufagetor processing of goods for
sale at concessional rate of tax or free of tagrdfirnishing a declaration in
the prescribed form, but utilises the same for atier purpose, he shall pay
the difference in tax. Ore was taxable atpE2 cent upto 17 February 2000
and 16per cent thereafter and cement at a& cent.

2.4.1 During the audit of Rourkela-I circle in SeptemB604, it was noticed
that in case of assessment of a registered dealghdé years 1999-2000 to
2000-01, the assessing officer allowed the purcluiseaw materials (non
agglomerated iron ore) valued at Rs.19.49 croreoatessional rate of four
per cent against declaration in Form-1V. The assesseefeaes the finished
product "agglomerated iron oréto his sponge iron unit located outside the
state without fulfilling the condition of sale. Thuhe dealer contravened the
provisions of the declaration and was therefoshld to pay the differential
tax of Rs.2.31 crore on purchase price of raw rradter

The matter was reported to the Department and @Gowemt between
September 2004 and January 2005. Government siatégbril 2005 that
reassessment proceedings had been initiated agfzendealer.

2.4.2 During the audit of assessment records of CuttHclcircle in
July 2004, it was noticed that a registered deatgyaged in manufacture of
pig iron, purchased cement valued at Rs.3.31 abi@@ concessional rate of
four per cent against declaration in Form IV during the year @0Q and
utilised it for own construction. The assessingiceif while finalising the
assessment for the year 2000-01 in March 2004 didavy the differential
tax of eightper cent on cost of the cement utilised in works though the
purchases against declaration had contravenedtivésions. This resulted in
underassessment of tax of Rs.30.49 lakh includinmghsrge.

10 Non-agglomeratediron ore i.e. Iron ore lump.
Agglomerated : Sized iron ore in solid form.
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After this was pointed out in July 2004, the Depemt stated that the
assessing officer revised the assessment and rarsediditional demand of
Rs.30.49 lakh. Further report on recovery is awlai@ctober 2005).

The matter was reported to Government in Janua®p;2@ply had not been
received (October 2005).

2.5 Underassessment of tax in transit sale

Under the CST Act, where sale of any goods in thase of inter state trade
or commerce has occasioned the movement of goads Bne State to
another, any subsequent sale during such moverffentezl by a transfer of
documents of title to such goods to a registeredledeshall be exempt from
tax, provided the dealer furnishes a certificatéhin prescribed form obtained
from the selling dealer from whom the goods wenepased. Electrical goods
and machines and spare parts are taxable at tn@frd2 and eighper cent
respectively under the OST Act.

2.5.1 During the audit of Rourkela-Il circle it was mnmd in
September 2004 that the assessing officer whilalisimg assessment in
December 2002 of a registered dealer dealing ictr&dal goods for the year
2001-02, rejected the claim of exemption towardsgit sale for Rs.42.39
crore as the dealer did not furnish certificate prescribed form. The
transactions were taxed at the rate of fmarcent treating it as inter state sale
instead of 12per cent applicable to intra state sale as the transacticere
between the dealers of Orissa. This resulted inetassessment of tax of
Rs.3.90 crore including surcharge.

After this was pointed out in September 2004, theeasing officer stated in
September 2004 that the dealer had preferred asabpgainst the original
assessment and that the audit objection woulddmesmnitted to the appellate
authority for consideration.

The matter was reported to the Department and @Gowemt between
September 2004 and January 2005. Government sta#spkil 2005 that the
results would be intimated after finalisation ofaseessment proceedings.
Further reply has not been received (October 2005).

2.5.2 During the course of audit of Rourkela-ll circle was noticed in
September 2004 that while finalising the assessnrerdanuary 2004 of a
registered dealer dealing in heavy machinery/mdachhequipment for the
year 2002-03, claim of exemption of transit sale R$.16.52 crore was
rejected as the dealer could not furnish the pilesdr certificate. The
transactions were taxed at the rate of fparcent treating as inter state sale
instead of eighper cent applicable to intra state sale as the transactiare
between the dealers of Orissa. This resulted irerastessment of tax of
Rs.79.31 lakh including surcharge.
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The matter was reported to the Department and @Gowent between

September 2004 and January 2005. Government sta#sgkil 2005 that the

dealer had preferred an appeal. The assessmensevaside in appeal and
returned for reassessment. The results of reassassmre awaited

(October 2005).

\ 2.6 Short levy of CST due to allowance of inadmidslie concessiod

Under the CST Act, inter state sale of goods tegistered dealer is taxable at
the concessional rate of foyer cent provided such sale is supported by
declarations in Form-C obtained from the registeteadler. Otherwise, in case
of goods other than declared goods, tax is leviabtlée rate of 1@er cent or

at the rate applicable to sale of such goods inbidetate whichever is higher.
Ferro alloys are taxable at the rate of g2 cent upto 31 March 2001 and
eight per cent thereafter under the OST Act. Government of Orisstheir
Finance Department notification of March 2001 priésd a concessional rate
of two per cent with effect from 1 April 2001 on inter state saleferro alloys
supported by declaration in Form-C.

During audit of Dhenkanal circle, Angul in July 2Did was noticed that while
finalising assessments during November 2003 andruBep 2004 of a
registered dealer under the CST Act for the ye@30201 and 2001-02 the
assessing officer allowed concessional rate ofdfakour per cent on sale
turnover of Rs.7.19 crore and Rs. 0.03 crore rds@dyg, accepting invalid
and defective declarations in Form-C. Thus, irragulacceptance of
declarations for Rs.7.22 crore resulted in undessssent of tax of Rs.70.72
lakh.

After this was pointed out in July 2004, the assggsefficer agreed to initiate
reassessment proceedings. Further reply has notrbeeived (October 2005).

The matter was reported to Government in Novemi®®42reply had not
been received (October 2005).

2.7 Evasion of tax due to suppression of sale turaer

Under the OST Act, every registered dealer shadpka true account of the

value of goods bought and sold by him. If for aeagon, the turnover of a

dealer for any period has escaped the assessnaat ighevant section due to

concealment of turnover, the assessment proceeldagsto be reopened and
the dealer is liable to pay by way of penalty, ddiéion to the tax assessed, a
sum of one and a half times of the tax assessee. iRitaxable at the rate of
four per cent under the OST Act.

Cross verification of the records of Food Corpaatiof India (FCI),
Titilagarh division with the transactions made hyee registered rice millers
of Bolangir-1 circle in September 2004 revealed thd5 lakh quintals of rice
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valued at Rs. 19.09 crore were sold by three deateFCI between 2000-01
and 2002-03 against which the dealers disclosed shlonly 1.27 lakh

guintals of rice valued at Rs. 11.32 crore in theturns. The assessing
officers determined the sale turnover as per thiarme furnished by the
assessees and levied tax accordingly. This resiutteslippression of sale
turnover of Rs. 7.77 crore having tax effect of R3.67 lakh including

penalty.

After this was pointed out in audit in Septembe0£20the assessing officer
reopened the case. Further reply has not beerveec@ctober 2005).

The matter was reported to Government in Febru@8p2reply had not been
received (October 2005).

2.8 lIrregular grant of incentives under Industrial Policy

Under Industrial Policy Resolution (IPR) 1996, atumdertaking processing
of iron and steel is ineligible for any incentivésirther under the said policy,
incremental sales of finished products of an existnedium scale industrial
unit which had undergone expansion after 1 Marc@618hall be exempted
from tax for a period of seven years from the ddteommercial production.
The highest sale recorded during the last fives/gaor to availing exemption
shall be the basis for calculation of incrementes. Iron and Steel and
sponge iron are taxable at fquar cent under the OST Act and in case of inter
state sale of declared goods not supported wittadgon the rate of tax is
eightper cent.

2.8.1 During the audit of Rourkela-I circle in SeptemB&04 it was noticed
that the assessing officer while finalising assesdmin March 2004 of a
registered small scale industrial unit processhog iand steel (from HR/CR
sheets and coils to MS strips, slit coils and sjriincorrectly allowed
exemption of sales tax of Rs.69.90 lakh both orlpase of iron and steel and
sale of its finished product during the years 20Q1and 2002-03.

After this was pointed out in September 2004, tbeeasing officer stated that
the exemption was based on the eligibility cerifec issued by the District
Industries Centre. The reply is not tenable asabsessing officer erred in
allowing exemption to a unit ineligible for incevdi under IPR-96 without
bringing it to the notice of the Industries Depaetin

The matter was reported to Government in Janua®p;2@ply had not been
received (October 2005).

2.8.2 During the audit of Rourkela-I circle it was roatd in September 2004
that the assessing officer finalised assessmeRebruary 2004 for the year
2001-02 of a registered unit manufacturing sponga.i The dealer was
allowed exemption of tax on sale turnover of 18,28IMT against 5,964.505
MT for the year 2001-02. The assessing officer raitged the highest sale of
21,236.850 MT as against 35,513.400 MT which was Hkighest sale
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registered during the last five years prior to 20@1 This resulted in excess
exemption for sale turnover of 12,276.55 MT valuad Rs. 7.51 crore
calculated at average sale price of Rs. 6,114 pér Which led to
underassessment of tax of Rs.60.05 lakh.

After this was pointed out in September 2004, thgeasing officer stated in
September 2004 that the case would be reopeneéuritrer examination.
Further reply has not been received (October 2005).

The matter was reported to Government in Febru@8b2their reply had not
been received (October 2005).

2.9 Allowance of inadmissible exemption

Government vide notification of February 2000, ded that no exemption
from payment of tax on purchase of raw materialchirgery and spare parts
thereof, packing materials and on sale of finisheatucts by any industrial
unit shall be allowed under the provisions of IF&R However the units which
are in pipeline as on 1 January 2000 shall beledtib the incentives subject
to fulfilment of certain criteria which stipulatéét the industrial unit was
registered under the OST Act and had applied foarfte from regular
financial institution.

During the audit of Cuttack-l (East) circle in Sepier 2004, it was noticed
that the assessing officer while finalising betweldnvember 2002 and
September 2003 the assessment of a registered @&&lenanufacturing unit)
dealing in detergent powder and liquid for the ged000-01 to 2002-03
allowed exemption from payment of tax under IPRGL9But the dealer was
not registered as on 1 January 2000 under OST ratthad also not applied
for finance from regular financial institution. $m the unit had not fulfilled
the eligibility criteria, the exemption allowed wiaegular and resulted in non
levy of tax of Rs.17.84 lakh.

After this was pointed out in September 2004, thgeasing officer initiated
reassessment proceedings. Further reply has notrbeeived (October 2005).

The matter was reported to Government in March 208ply had not been
received (October 2005).

2.10 Non levy of purchase tax

Under OST Act, sale of seeds certified by authdrsgencies under the Seed
Act, 1966 and marked poison was not exigible toupxo 1 July 2000. As
per the Seed Act, seeds being unfit for food, feedil purposes are marked
poison. Paddy is subject to purchase tax of peuicent.
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During audit of Bhubaneswar-I circle, it was noticem June 2004 that the
assessing officer while finalising the assessmehgsregistered dealer for the
year 1999-2000 allowed the tax free sale of padeds treating the same as
poisonous. Since the seeds sold by the dealerne¢nmarked poison, the sale
of seeds did not satisfy the condition of tax fsaée. The purchase of paddy
procured from inside the state valued at Rs.16.ddtecwas exigible to
purchase tax. Non inclusion of the same resultedunderassessment of
purchase tax for Rs.64.45 lakh.

After this was pointed out in June 2004, the assgssfficer reopened the
case and completed proceedings raising a deman&sd4.45 lakh in
March 2005. Further report on recovery is awaitedt¢ber 2005).

The matter was reported to Government in Febru@8b2reply had not been
received (October 2005).

2.11 Underassessment of tax due to grant of inadrsible
deductions

Under the OST Act, "sale price” means the amounyalple to a dealer as
consideration for the sale or supply of any goddss any sum allowed as
cash discount according to ordinary trade practing, including any sum
charged for anything done by the dealer in respktite goods at the time of
or before delivery thereof.

Scrutiny of assessment records of Sambalpur-lecirciMarch 2005 revealed
that the assessing officer while finalising theeassnent of a registered dealer
dealing in supply of ballast and stone dust in Ma2003 and January 2004
for the years 2000-01 and 2001-02 respectivelynadtb deduction of Rs.2.60
crore towards transportation charges incorrectlyhisT resulted in
underassessment of tax of Rs.30.32 lakh includinghsrge.

After this was pointed out in March 2005, the assegofficer agreed to open
the case for reassessment proceedings.

The matter was reported to Government in March 20€ply had not been
received (October 2005).

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

Under OST Act, taxable turnover in respect of waratract shall be deemed
to be the gross value received or receivable bgaded for carrying out such
contract less the amount of labour and servicegasaand the turnover is
taxable at the rate of eigpér cent and supply is taxed at the appropriate rate
under the Act ibid. Machinery is taxable at@d® cent under the Act.
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During the audit of Rourkela-I circle in SeptemBé&04, it was noticed that a
registered works contractor had received an amoliRts.1.12 crore towards
supply of machinery during the year 1999-2000. Whidompleting the
assessment in March 2003, the assessing officerrextly determined the
divisible contract as composite contract and let@edat eighper cent instead
of 16 per cent applicable for supply of machinery. Misclassifioatof supply
contract as composite works contract resulted antdbvy of tax of Rs.10.30
lakh including surcharge.

After this was pointed out in September 2004, theeasing officer stated in
September 2004 that the case would be reexaminethef reply has not been
received (October 2005).

The matter was reported to Government in March 2@8®&ir reply had not
been received (October 2005).

2.13 Underassessment of tax due to application obrcessional
rate of tax

Under the CST Act, small scale industrial units aggible to avalil
concessional rate of tax at the rate of paecent instead of fouiper cent on
inter state sale of their finished products agadestlaration in form-C with
effect from 1 April 2001. As per Industrial Polid®89, registered dealers
who are certified by the Director of Industriesj¥9a as medium or large scale
industrial units only, shall be allowed to defayment of sales tax on the sale
of finished products. As per the aforesaid provisioany unit availing the
benefit of deferment is not entitled to avail cossienal rate.

During the audit of Balasore circle in July 2004was noticed that a medium
scale industrial unit availing deferment facilitpcheffected interstate sale of
high density poly ethylene sacks amounting to R6.2rore during 2001-02
and 2002-03. The assessing officer while finalisithgg assessments in
December 2003 taxed incorrectly the entire saleRef9.46 crore at the
concessional rate of onger cent instead of fourper cent. This resulted in
underassessment of tax of Rs.28.38 lakh.

After this was pointed out in July 2004, the assgsefficer agreed to reopen
the case. Further reply has not been received (@c005).

The matter was reported to Government in Febru@8p2reply had not been
received (October 2005).
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2.14 Underassessment due to application of lowerteof tax

Under the OST Act, goods not specified in the saleedre subject to tax on
sale at the general rate of @& cent w.e.f 1 July 1990. Tin being unspecified
item is taxable at the rate of p&r cent.

During the audit of Bhubaneswar-I circle, it wastioed in June 2004 that
while finalising assessment in March 2004 of a eeédr the year 2000-01,
the assessing officer assessed the sale turnovem amounting to Rs.1.28
crore at the rate of foyer cent instead of 12er cent. This resulted in short
levy of tax of Rs.11.79 lakh including surcharge.

After this was pointed out in June 2004, the assgssfficer raised an
additional demand of Rs.11.79 lakh.

The matter was reported to Government in Febru@952 Government
confirmed in April 2005 the fact of raising extrardand of Rs. 11.79 lakh and
stated that the dealer had paid Rs.0.73 lakh ireDeer 2004 and had gone in
appeal. Further reply had not been received (Oct20@5).

2.15 Underassessment of tax due to short determinan of taxable
turnover in works contract

Under OST Act, transfer of property in goods inwmvin works contract is
exigible to tax. Further as h(,ffd)y the apex Court, the value of goods at the
time of incorporation in the works, constitutes tneasure for levy of tax.
Thus the value of material utilised and profit telde to material taken
together constitutes the taxable turnover in warkstract. It has also been
held that the amount of royalty paid is also indhet? in the taxable turnover.
Works contract is taxable at eigter cent under the Act.

2.15.1 During the audit of Koraput-I circle, it was natit in December 2004
that in the assessment of a registered dealer edgagvorks contract for the
year 2002-03 the assessing officer determined texainover of Rs.148.68
crore. Cross verification of profit and loss accoahthe dealer for the year
2002-03 revealed that the dealer disclosed consommf raw materials
valued at Rs.180.96 crore in works and earned &twbRs.47.66 crore.
Actual utilisation of materials in works and theoportionate profit to the
material utilised were not taken into account ia #ssessment due to which
there was short determination of taxable turnoveiRe.51.88 crore. This
resulted in underassessment of tax of Rs.4.56 anoheding surcharge.

After this was pointed out in audit in December £20the assessing officer
stated that the value of materials shown in prafid loss (P/L) account was
the cost of materials issued from the store heasaidk head. The reply was
not tenable as the P/L account reflected the vadumaterials utilised but not

11 M/s. Ganon Dunkerly & Co. Vs. State of Rajstharf88 STC p/204)
12 M/s Cooch BiharContractors Association VsState of West Bengal, 103 STC-P/477
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issued and the proportionate profit to the matartdised in works contract
was not taken into account in the assessment.

The matter was reported to Government in Febru@8b2reply had not been
received (October 2005).

2.15.2 Cross check of the assessment order with the éaxryecords of a
dealer of Cuttack IIl circle in July 2004 revealdtdht the dealer purchased
goods valued at Rs.7.32 crore including entry taxnfoutside the state and
utilised the same in the execution of a contracingu2002-03. Besides, the
dealer had also paid royalty of Rs.70.47 lakh. Thioe dealer was liable to
pay tax of Rs.70.58 lakh including surcharge on taisable turnover of
Rs.8.02 crore. However, the assessing authorigsassl the dealer for Rs.5.63
crore and levied a tax of Rs.49.52 lakh includingcharge. This resulted in
under assessment of Rs.2.39 crore having a taxteffe Rs.21.06 lakh
including surcharge.

After this was pointed out in July 2004, the assgsfficer stated in
July 2004 that the case would be reexamined.

The matter was reported to Government in Febru@8b2reply had not been
received (October 2005).

2.16 Underassessment of tax due to short determinan of taxable
turnover

According to Rule 18(1) of Orissa Entry Tax (OETI€d) Rules, 1999 a
dealer in motor vehicles becomes liable to payuader Sales Tax Act by
virtue of sale of such motor vehicles and his takility under the Act, shall
be reduced to the extent of the tax paid underethredes and entry tax
paid/payable shall from part of sale price of matehicle. Motor vehicles are
taxable at the rate of J#r cent under the OST Act.

During the audit of Rourkela-Il and Cuttack-1l des between July 2004 and
September 2004, it was noticed from the assessmé® registered dealers
of motor vehicles for the years 1999-2000 to 2082Hat the dealers did not
include the entry tax paid in their taxable saledwer, but disclosed the
amount of entry tax set off against the sales Tdne assessing officers also
while determining the taxable turnover under thelf @8t did not include the
entry tax of Rs.9.59 crore paid on the purchaseepaf the vehicles. This
resulted in underassessment of sales tax of R8.6&kB including surcharge
after set off of entry tax.

After this was pointed out in audit in Septembe04£0the assessing officers
agreed to re-examine the cases. Further reply lais been received
(October 2005).

The matter was reported to Government in April 20@ply had not been
received (October 2005).
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2.17 Non levy of interest

Under OST Act, if the assessing officer is sattstieat a dealer has knowingly
or without sufficient cause furnished incorrecuras or information affecting
or intended to effect the quantum of tax payabldiny or his liability to pay
tax for the period for which such assessment isaphd may direct that the
dealer shall, in addition to the tax assessed,imayest at the rate of 1fier
cent per annum on the tax payable in respect of thablaxturnover not
incorporated in the return for a period of 90 daygor the period beginning
from the date on which the return was due and endin the date of
assessment whichever is less.

During the audit of Bhubaneswar-I1l circle, it wastined in June 2004 that a
dealer engaged in providing cellular mobile telemhdacilities in Orissa
disclosed his sale turnover less than the figurkisnbooks of accounts. The
assessing officer while finalising the assessmei@dtober 2003, determined
the taxable turnover at Rs.45.94 crore for the Y#12-03 and demanded a
tax of Rs.6.06 crore after verifying the books atc@unts of the dealer.
Though the assessing officer recorded in the assegsorder that the gross
turnover disclosed by the dealer did not refleetttlue picture of the business,
yet no interest was levied against the dealer. Tésslted in non levy of
interest of Rs.14.95 lakh.

After this was pointed out in June 2004, the assgssfficer stated in June
2004 that the dealer was not supposed to pay sitefde reply was not
tenable since, the dealer had furnished incorretirms as observed in the
assessment order.

The matter was reported to Government in Febru@@p2reply had not been
received (October 2005).

2.18 Loss due to payment of avoidable interest

Under the OST Act, no claim for refund of any taenalty or interest paid
under this Act shall be allowed in case where therean order for
reassessment until the reassessment is finalisedoeA standing orders of
CCT of 1962 and September 1994, reassessment pingseare to be
completed within three months from the date of iigaaf appeal order.

During the audit of Sambalpur-lll circle, Jharsugud was noticed in
August 2004 that a registered dealer filed secqmuetal (1994-95) before the
Sales Tax Tribunal and got stay order in 15 MargB51from Hon'ble High
Court on the condition to deposit Re.1 crore whiabuld carry 18per cent
interest in case of refund. In the second appéal,dase was set aside in
March 1996 with the direction for reassessment. Téassessment was
completed after lapse of four years in March 2G8&ulting in refund of tax of
Rs.1.42 crore. In addition the Department paid Reote towards interest on
Re.l crore deposited as per stay order. Non adterenthe instruction of
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CCT to complete reassessment in three months lgghyment of avoidable
interest of Rs.77.52 lakh for the period betwedyn 1896 and October 2000.

After this was pointed out in audit in August 20@de assessing officer did
not furnish any specific reply in this context.

The matter was reported to Government in FebrR@6p; reply had not been
received (October 2005).
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Entry Tax

2.19 Underassessment of entry tax due to applicaticof incorrect
rate

Under the OET Act, scheduled goods brought intall@zea for use as raw
materials in manufacture are exigible to entryaaxhe rate of 5@er cent of
the rate applicable to such goods with effect f@hMovember 2000. Entry tax
at the rate of twaer cent is leviable on electrical goods including motors,
materials for transmission tower and conductordécallor manufacture.
Aluminium wire sold as raw material for manufactuse conductors and
cables is exigible to tax at the rate of geecent.

Scrutiny of assessment records of Balasore circliuly 2004 revealed that a
dealer sold aluminium wires amounting to Rs.35.7@e during the years
2001-02 to 2002-03 as raw material for manufactdireonductors and cables.
The assessing officer while finalising the assesgroé the registered dealer
engaged in manufacture of aluminium wires leviettyetax at the rate of 0.5
per cent instead of onger cent. This resulted in short levy of entry tax of
Rs.17.85 lakh.

After this was pointed out in audit in July 200He tassessing officer raised in
February 2005 an additional demand of Rs.17.85. |&isition of recovery
was awaited (October 2005).

The matter was reported to Government in Januar§5.2@overnment
confirmed in April 2005 the fact of raising extrardand of Rs.17.85 lakh.

2.20 Short levy of entry tax

Under OET Act, every registered dealer is liabldileoreturn to the assessing
authority within specified period along with sasisfory proof of payment of
full amount of tax payable by him on the basiswflsreturn. ‘Biri’ a “tobacco
product” is exigible to entry tax at the rate oeqer cent.

Scrutiny of assessment records in Cuttack-l (Eestie and Sambalpur-I
circle revealed between October 2004 and Februa®$ 2hat while finalising
assessments in September 2003 for the years 20602ZDD2-03 in respect of
three dealers engaged in manufacture and tradintidf, the assessing
officer levied entry tax of Rs.2.87 lakh on thatesturnover of Rs.20.94 crore
against the leviable amount of Rs.20.94 lakh. Ta®ulted in short levy of
entry tax of Rs.18.07 lakh.

After this was pointed out in October 2004 and Haby 2005, the assessing
officers agreed to reopen/reexamine the caseshdtureply has not been
received (October 2005).

The matter was reported to Government in March 208ply had not been
received (October 2005).
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[CHAPTER-III TAXES ON MOTOR VEHICLES ]

\ 3.1 Results of Audit \

Test check of records relating to assessment,atmieand refunds of motor
vehicles tax in the office of the State Transpouthrity (STA), Orissa and
the Regional Transport Offices (RTOs), conductedndu2004-05 revealed
underassessment of tax and loss/blocking of revamueunting to Rs.40.70
crore in 2,18,915 cases which may broadly be catgbas under:

(Rupees in crore)

Sl. No. Categories No. of cases | Amount

1. Non levy/realisation of motor vehicles 16,337 31.86
tax/additional tax and penalty.

2. Non/short realisation of compounding fee/permit 1,96,812 2.68
fee/process fee etc.

3. Short realisation/levy of motor vehicles 785 2.61
tax/additional tax.

4. Blockage of revenue due to non disposal of vehicle 3,535 2.04
check reports.

5. Other irregularities. 260 1.04

6. Non/short realisation of composite tax and penalty. 308 0.44

7. Non/short realisation of trade certificate tax/fee. 010 0.02

8. Non/short accountal of revenue receipts. 3 0.01

Total 2,18,915 40.70

During the year 2004-05, the Department accepte@nassessment etc of tax
and penalty of Rs.6.46 crore in 4,331 cases ingusf Rs. 1.55 crore in 799
cases pointed out in 2004-05. The Department reedv&®s.1.86 crore in

2,430 cases including realisation of Rs.70 laki44® cases pointed out in
audit during the year 2004-05.

A few illustrative cases highlighting important @udbservations involving
Rs.36.99 crore are discussed in the following paratus.
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3.2 Non/short realisation of motor vehicles tax/adtional tax

Under the Orissa Motor Vehicles Taxation Act (OM¥Et), 1975 tax due on
motor vehicles should be paid in advance withinghescribed period at the
rates prescribed in the Act unless exemption fragnment of such tax is
allowed for the period covered by off road declars. Penalty is to be
charged at double the tax due, if tax is not paithiw two months of the
expiry of the grace period, i.e. 15 days.

Test check of records of 23 regidhdetween June 2004 and March 2005
revealed that the motor vehicles tax/additionaldbRs.10.27 crore in 15,746
cases was either not realised or realised shorttlier period between
January 2002 and March 2004. This resulted in pafisation of Government
revenue of Rs.30.83 crore including penalty of B&@& crore as detailed
below:

(Rupees in crore)

SiR No. of regions Period No. of Non Short Total Penalty
No. Nature of irregularities vehicles | realisation of | realisation of leviable
tax tax
1. 20 April
Non realisation of motof 2002 and
vehicles tax/additional tax from March 8,078 716 ) 716 14.32
goods vehicles 2004
Remarks- The Department recovered tax and penalty of R824thkh in 197 cases and raised demand of Rs.68kB5ith
259 cases. Final reply in other cases was notwedgDctober 2005).
2. 19 April
Non realisation of motof 2003 and
vehicles tax/additional tax in March 2,452 1.46 ) 1.46 293
respect of contract carriages T 2004
Remarks- The Department recovered tax and penalty of Rs.&&h in 30 cases and raised demand of Rs.3.2bitak0
cases. Final reply in other cases was not recgetbber 2005).
3. 21 April
Non realisation of motof 2003 and
vehicles tax from tractor trailof March 4,788 127 - 127 285
combination 2004
Remarks- The Department recovered tax and penalty of R8.kh in 31 cases and raised demand of Rs.0.43itafive
cases. Final reply in other cases was not recé®etbber 2005).
4. 22 January
Non/short realisation of motor 2002 and
vehicles tax/additional tax in March 428 031 0.07 038 0.76
respect of stage carriages 2004
Remarks- The Department recovered tax and penalty of R80Lakh in 40 cases and raised demand of Rs.akBbih nine
cases. Final reply in other cases was not recg@etbber 2005).

TOTAL [ 15,746 ]| 1020 | 0.07 [ 1027 ] 20.56

After this was pointed out in audit between Jun@42@nd March 2005, all the
taxing officers agreed to realise the dues.

The matter was brought to the notice of the TrarisBeommissioner (TC)/
Government in April 2005. The TC stated in June20tat Rs.60.47 lakh had
been recovered in 298 cases and demand of Rs.B&!I38aised in 293 cases.
Final reply in other cases had not been receivetofg@r 2005).

13 Angul, Balasore, Bargarh, Bhadrak, BhubaneswarBolangir, Chandikhol, Cuttack, Dhenkanal,
Ganjam, Jagatsinghpur, Jharsuguda, Kalahandi, Keorfpar, Koraput, Mayurbhanj, Nayagarh,

Phulbani, Puri, Rayagada, Rourkela, Sambalpur and 8ndargarh.
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3.3 Non realisation of fees at revised rates

As per Motor Vehicle Act (MV Act), 1988 read witho&ernment of Orissa,
Commerce and Transport (Transport) Department icatibn of
January 2003, rate of various fees was revised efiibct from 28 January
2003.

Test check of records in STA, Orissa, Cuttack afdréyions® including
check gates between June 2004 and December 208dled\that in 1,65,833
cases fees for the period between 28 January 2003k March 2004 was
realised at the pre revised rate. Non realisatibifiees at the revised rate
resulted in short realisation of Rs.2.01 crore.

After this was pointed out in audit between Jun@42@nd March 2005, STA,
Orissa and all RTOs except Cuttack, Koraput anduviatyanj stated between
June 2004 and March 2005 that the collection o$ feas postponed as per
Government of Orissa, Commerce and Transport (Ppat)s Department
order of March 2003. The reply was not tenable esiaxecutive orders could
not overrule the statutory provisions. The RTO, t&ek, Mayurbhanj and
Koraput agreed to realise fees.

The matter was brought to the notice of the TC/Gavent in April 2005;
reply had not been received (October 2005).

3.4 Non realisation of revenue for non disposal ofehicle check
reports

In exercise of powers conferred by Section 200 &f Att, Government of
Orissa, Commerce and Transport (Transport) Depaitnmeits notification

dated 29 September 1995 empowered specific officér®rissa Motor

Vehicles Department to exercise check and reabsepounding fees from all
motor vehicles committing offences under variougtiseas of the Act ibid. TC
issued directives/instructions from time to time fxpeditious disposal of
pending vehicle check reports (VCRS).

Test check of records of STA, Orissa and 16 redfdmstween July 2004 and
March 2005 revealed that 9,502 VCRs remained undegp out of 44,304

VCRs issued in the year 2003-04. In audit 3,467 ¥@Rre test checked and
it was found that no action was taken to dispos¢hese reports involving

Rs.2 crore resulting in non realisation of Governhrevenue to that extent.

14 Angul, Balasore, Baragarh, Bhadrak, BhubaneswarBolangir, Chandikhol, Cuttack, Dhenkanal,
Gajapati, Ganjam, Jagatsinghpur, Jharsuguda, Kalahadi, Keonjhar, Koraput, Mayurbhanj,
Nayagarh, Nawarangapur, Nuapada, Phulbani, Puri, Rgagada, Rourkela, Sambalpur and
Sundargarh.

15 Bhadrak, Bolangir, Chandikhol, Cuttack, Gajapai, Ganjam, Jagatsinghpur, Jharsuguda, Keonjhar,
Koraput, Nayagarh, Nawarangpur, Puri, Rourkela, Sanbalpur and Sundargarh.
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After this was pointed out in audit between JulYp£2@nd March 2005, the
Department recovered Rs.4 lakh in 69 cases.

The matter was brought to the notice of the TC/Gaveent in April 2005;
reply had not been received (October 2005).

3.5 Short realisation of one time tax on advalorerbasis \

Under section 4A of OMVT Act, the owner of every tmovehicle (being a
motor car) covered under schedule | appended tAthewas liable to pay
one time tax at the rate equal to 10 times the anrate of tax. The said
provision was amended with effect from February 208s per amended
provision, the owner of every motor vehicle (benmotor car) covered under
the schedule | appended to the Act is liable to guagy time tax on advalorem
basis at fiveper cent of the cost of the vehicle at the time of initiagjistration.

Test check of the registration records of four eg’® between July 2004 and
February 2005 revealed that the taxing officerdised one time tax of
Rs.24.75 lakh only as against Rs.76.64 lakh rdaésat revised rate in respect
of 323 vehicles registered between February 2008 March 2004. This
resulted in short realisation of Rs.51.89 lakh.

After this was pointed out in audit between Julfp2@nd February 2005, all
the taxing officers agreed between July 2004 arwitgey 2005 for realisation
of dues.

The matter was brought to the notice of the TC/Gaveent in April 2005;
reply had not been received (October 2005).

3.6 Non realisation of composite tax for goods veties under
reciprocal agreement

Under the provisions of the OMVT Act, when a gowedsicle enters the State
under the terms of any agreement between the Gaonsrnof Orissa and

Government of any other State, it is liable to paglitional tax for each entry
into the State at the prescribed rates. GovernnoénOrissa decided in

February 2001 that goods vehicles belonging to Aadtradesh authorised to
ply in Orissa under the reciprocal agreement wecglired to pay composite
tax of Rs. 3,000 per vehicle per annum. The tax pasble in advance in
lumpsum on or before 15 April every year by crossadk drafts to the STA,

Orissa. In case of delay in payment, penalty ol&for each calendar month
or part thereof was also leviable in addition tonposite tax.

Test check of records of STA, Orissa in July 20é8denled that out of 1,623
goods vehicles registered in the State of Andheal®h authorised to ply in

16 Bhadrak, Bhubaneswar, Chandikhol and Sambalpu
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Orissa under reciprocal agreement during 2003-0posite tax for 898
goods vehicles amounting to Rs. 26.94 lakh wageurlised. Besides, penalty
of Rs. 10.78 lakh (calculated upto March 2004) alas leviable.

After this was pointed out in audit in July 2004etSTA, Orissa recovered
Rs.5.25 lakh in 125 cases.

The matter was referred to the Department/Goverhrime@ecember 2004;
reply had not been received (October 2005).

3.7 Non/short realisation of motor vehicles tax/aditional tax
from stage carriages plying without permits

Under the OMVT Act, motor vehicles tax and addidbtex in respect of a
stage carriage is leviable on the basis of the rmumb passengers (including
standees) which the vehicle is permitted to camy the total distance to be
covered in a day as per the permits. If such acles detected plying without
a permit, the tax/additional tax payable is to beetmined on the basis of the
maximum number of passengers (including standek&}wvihe vehicle would
have carried reckoning the total distance coveehalay as exceeding 320
kilometers i.e. at the highest rate of tax as p&ation schedule. In case of
default, penalty of double the tax due is leviable.

Test check of records of 19 regibhdetween June 2004 and March 2005
revealed that 102 stage carriages were detectatyphythout permit between
April 2003 and March 2004. Motor vehicles tax/addial tax from these
vehicles was either not collected or collected edsér rates resulting in
non/short realisation of tax amounting to Rs.11&861. Besides, penalty of
Rs.22.71 lakh was also leviable.

After this was pointed out in audit between Jun842@nd March 2005, the
Department recovered tax and penalty of Rs.0.1f lalone case and raised
demand of Rs.0.53 lakh in one case.

The matter was brought to the notice of the TC/Gavent in April 2005;
reply had not been received (October 2005).

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

Under the OMVT Act and the Rules made thereundemnafty ranging from
25 to 200per cent of the tax shall be leviable if a vehicle ownes m®t paid
tax and additional tax within the specified period.

17 Angul, Bargarh, Bhadrak, Bolangir, Chandikhol, Cuttack, Dhenkanal, Gajapati, Ganjam,
Kalahandi, Keonjhar, Koraput, Mayurbhanj, Nayagarh, Nawarangpur, Phulbani, Rayagada,
Sambalpur and Sundergarh.
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Test check of records of 22 regithdetween June 2004 and March 2005
revealed that in 264 cases, no penalty was leviethé taxing authorities
though taxes were paid belatedly. Further in 168esapenalty was short
levied. Demand notices for realisation of penahythhese cases were not
issued by RTOs. This resulted in non/short levypenalty of Rs.33.42 lakh
for the period between April 1999 and March 2004.

After this was pointed out in audit between Jun842@nd March 2005, the
Department recovered penalty of Rs.1.03 lakh icd$es and raised demand
of Rs.3.76 lakh in 40 cases.

The matter was brought to the notice of the TC/Gavent in April 2005;
reply had not been received (October 2005).

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

Where, in pursuance of any agreement between ther@ment of Orissa and

Government of any other State, a stage carriags pin a route partly within

the State of Orissa and partly within other Stateh stage carriage is liable to
pay tax/additional tax calculated on the total atise covered by it, on the
approved route in the State of Orissa, at the ratelsin the manner specified
under the OMVT Act and Rules made thereunder. e dax is paid beyond

two months after the grace period, penalty is tcha&rged at double the tax
due.

Test check of records of STA, Orissa, Cuttack aixdregions® between
June 2004 and February 2005 revealed that motacleshtax/additional tax
in respect of 39 stage carriages authorised tooplynter state routes under
reciprocal agreement were not realised in fullvdis further revealed that 25
stage carriages out of 39 did not pay tax for #h& 12 months between
April 2003 and March 2004. Thus there was non/sheatisation of motor
vehicles tax/additional tax of Rs.7.94 lakh. Pgnaft Rs.15.88 lakh was also
leviable for non payment of dues.

After this was pointed out in audit between Juné4énd February 2005, the
Department recovered tax and penalty of Rs.1.90@ ilakhree cases and raised
demand of Rs.9.02 lakh in 14 cases.

The matter was brought to the notice of the TC/Guwvent in April 2005;
reply had not been received (October 2005).

18 Angul, Balasore, Bargarh, Bhadrak, BhubaneswarBolangir, Chandikhol, Cuttack, Dhenkanal,
Ganjam, Jagatsingpur, Jharsuguda, Keonjhar, Koraput Mayurbhanj, Nayagarh, Nawarangpur,
Phulbani, Puri, Rourkela, Sambalpur and Sundargarh.

19 Balasore, Ganjam, Keonjhar, Koraput,Rourkela and Sambalpur.
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3.10 Non realisation of motor vehicles tax/additioal tax from
motor vehicles which violated off road declaration

Under the OMVT Act as amended, motor vehicles @difsonal tax shall be
levied on every motor vehicle used or kept for insthe State of Orissa unless
prior intimation of non use of the vehicle is givienthe Taxing Officer on or
before the date of expiry of the period for whiel has been paid, specifying
inter alia, the period of non use and the placerevttee motor vehicle is to be
kept during such period. If, at any time, during freriod covered by such off
road declaration, the vehicle is found to be plyamgthe road or not found at
the declared place, it shall be deemed to have bsed throughout the said
period. In such case, the owner of the vehiclaldé to pay tax and penalty at
double the tax due for the entire period for whtohas declared off road.

Test check of records of eight regidhsetween June 2004 and February 2005
revealed that out of 12 motor vehicles under o#idraleclarations for the
periods between September 2002 and March 2004 wWete detected plying
and eight were not found at the declared placeshbyenforcement staff
during the period covered by such off road dedlanat No action was taken
as per the findings of the reports by the taxinficefs to realise the tax and
levy penalty for violation of off road declarationThis resulted in
non realisation of tax and additional tax of Rs422akh including penalty of
Rs.8.28 lakh.

After this was pointed out in audit between Jun@2@nd March 2005, the
Department raised demand of Rs.6.03 lakh in fosesa

The matter was brought to the notice of the TC/Gavent in April 2005;
reply had not been received (October 2005).

3.11 Non realisation of differential tax in respecbf stage carriages
issued with special contract carriage permits

Under the OMVT Act, as amended, when a vehicleegpect of which motor
vehicles tax/additional tax for any period has bpard as per registration is
proposed to be used in a manner as to cause @ctonte a vehicle in respect
of which higher rate of motor vehicles tax/addiabtax is payable, the owner
of the vehicle is liable to pay the differentiaktdn case of default in payment
on due date, penalty of double the tax due is ks@ble for the period of
delay beyond two months.

Test check of records of 14 regiéhbetween July 2004 and February 2005
revealed that 72 stage carriages were permittgdlyttemporarily as contract
carriage on which higher rate of tax was applicableough differential tax
was not paid in advance, RTOs did not take anyadt raise demand for the

20 Balasore, Bargarh, Bhadrak, Dhenkanal, Ganjam, Myurbhanj, Sambalpur and Sundergarh.

21 Bargarh, Bhadrak, Bhubaneswar, Chandikhol, Cuttek, Dhenkanal, Ganjam, Keonjhar, Koraput,
Phulbani, Puri, Rayagada, Rourkela and Sundergarh.
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same. This resulted in non realisation of motoriclel tax/additional tax of
Rs.2.54 lakh. Besides, penalty of Rs.5.08 lakh alss leviable.

After this was pointed out in audit between Julp2@&nd February 2005, the
RTOs recovered Rs.0.42 lakh in two cases. Fir@le®in other cases were
awaited (October 2005).

The matter was brought to the notice of the TC/Gmwvent in April 2005;
reply had not been received (October 2005).

3.12 Short realisation of composite tax under Natiwal Permit
Scheme

As per Government of Orissa notification of Febyuh®99, composite tax for
goods carriages belonging to other States/Uniomitdges plying in Orissa

under the National Permit Scheme will be payablidatrate of Rs. 5,000 per
annum per vehicle in advance in one instalmentalse of delay in payment,
penalty of Rs.100 for each calendar month or peentetof is also leviable.

Test check of records in the office of the STA, 99a between June and
July 2004 revealed that composite tax in respectl&b goods carriages
belonging to operators of other States authorigegly in Orissa during
2003-04 under National Permit Scheme was realised by Rs. 4.36 lakh as
the vehicle operators did not pay composite taxne instalment. Besides,
penalty of Rs.2.20 lakh was leviable due to defanltfull payment of
composite tax. This resulted in short realisatibc@mposite tax of Rs.6.56
lakh.

After this was pointed out in audit between Jung duly 2004, the TC stated
in August 2004 that action would be taken for seion of dues.

The matter was brought to the notice of Governnretecember 2004; reply
had not been received (October 2005).

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

Under Section 2(22) of MV Act, "maxi cal3"plying for hire or reward is to
be taxed depending upon the potential nature ofafisthe vehicle as per
circular of 1996 of STA, Orissa. If the vehicle ised privately, an

undertaking to that effect in the form of an affidabefore the Registering
Authority in the manner prescribed is to be suleditby the owner stating that
if at any time, the vehicle is found to be usedcwontravention of the

undertaking, he shall be liable to pay tax undevent section of OMVT Act.

Besides penalty extending upto double the taxviglge.

22 “maxi cab” means any motor vehicle constructedr adapted to carry more than six passengers but
not more than twelve passengers excluding the drivefor hire and reward.
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Test check of registration records, together with VCRs in two regiofd
between November and December 2004 revealed thatehitles having
seating capacity of more than six passengers bdunoee than 12 passengers
registered on the strength of affidavit that theyuld be used privately, were
detected between August 1999 and February 2004ebgriforcement staff as
plying for hire or reward. Even after detectiondrforcement staff, no action
was taken by the RTOs to realise the differenéialdf Rs.1.77 lakh. Besides,
penalty of Rs.3.55 lakh was also leviable.

After this was pointed out in audit between Novemdsed December 2004,
the RTOs agreed in December 2004 to realise the. due

The matter was brought to the notice of the TC/Gmwvent in April 2005;
reply had not been received (October 2005).

3.14 Non realisation of trade certificate tax/fees

Under the OMVT Act, read with Central Motor Vehisl®ules 1989, dealers
in motor vehicles are required to obtain tradeifteste from the registering
authorities by paying the requisite tax/fees arlgualadvance. Under the MV
Act, dealer includes a person who is engaged ildibgi bodies on the chassis
or in the business of hypothecation, leasing a purchase of motor vehicles.

Test check of records of five regidh®etween July 2004 and February 2005
revealed that in respect of 92 dealers, tradeficate tax and fees for the
period 2003-04 were not realised. This resultedan realisation of tax and
fees amounting to Rs.2.02 lakh.

After this was pointed out in audit between Julp2@nd February 2005, the
Department recovered Rs.0.27 lakh in five cases.

The matter was brought to the notice of the TC/Guwvent in April 2005;
reply had not been received (October 2005).

23 Bolangir and Koraput.
24 Chandikhol, Cuttack, Koraput, Phulbani and Samfalpur.
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CHAPTER-IV: LAND REVENUE, STAMP DUTY &
REGISTRATION FEES

4.1 Results of Audit

Test check of records relating to assessment alelction of land revenue
and stamp duty and registration fees conductedngutine year 2004-05
revealed non collection, non/short assessment dodkibg of revenue
amounting to Rs.123.33 crore in 47,227 cases whdy broadly be
categorised as under.

(Rupees in crore)

Sl. Categories No of cases Amount
No.

LAND REVENUE

1. Non collection of premium etc. from land occupied 2,244 70.69
by local bodies/private parties

2. Non leasel/irregular lease of Sairat sources 338 0.89

3. Non realisation of revenue due to delay in 254 0.03
finalisation of OEA cases

4. Blockade of Government revenue due to non 2,382 2.91
finalisation of OLR cases

5. Miscellaneous/other irregularities 43 0.25

6. Non assessment/short assessment and short 57 0.60
collection of water rates

7. Non realisation/short realisation of royalty on Minor 157 0.17
Minerals

Total 5,475 75.54

STAMP DUTY AND REGISTRATION FEES

1. Blockage of Government revenue due to non 40,645 46.23
clearance of 47-A cases

2. Short levy of stamp duty and registration fees due to 115 0.09
under valuation/change of Kisam of documents

3. Under valuation due to non consideration of highest 568 0.61
sale instances

4, Short realisation due to irregular/misclassificattbn 424 0.86
deeds

Total 41,752 47.79

Grand total 47,227 123.33

During the year 2004-05, the Department acceptetbiuassessment etc. of
Rs.9.65 crore in 30,117 cases including Rs.1.9%dm2,668 cases relating to
the year 2004-05. The Department recovered Rsdr&® in 13,609 cases
including Rs.8.27 lakh pointed out during the y2@©4-05.

A few illustrative cases highlighting important @udbservations involving
Rs.12.11 crore are discussed in the following paratus.
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A. Land Revenue

| 4.2 Non collection of revenue on subleased land

Government of Orissa Revenue Department in thegrlef May 1990 issued
instructions to the Chairman, Paradeep Port TieBfl{ not to sublease any
land either on temporary or permanent basis. It sudssequently decided in
the meetings held in 2000 and 2002 between the Gssioner cum
Secretary, Revenue Department, Government of OassChairman, PPT
that in the event of sublease of land out of thenaked® land to third parties,
the full sale value of land will be shared equallyPPT and State Government
on 50:50 basis. Interest is leviable at the ratd2per cent per annum on
arrears with effect from 28 November 1992. Publiccdunts Committee
while discussing para 4.2.8 of Audit Report (Revemeceipts) 2000-01 on
7 September 2002 observed that subleased landeceagblarised by entering
into an agreement with PPT after obtaining Govemtroeder.

Test check of records of Tahasildar, Kujanga inuday 2005 revealed that
PPT had subleased land out of the alienated ladctaltected total sale value
of land without depositing 50er cent share to the State Government.

. PPT collected Rs.10.53 crore towards land premiamstibleasing
land measuring Ac.87.72 from Indian Oil Corporati@®C) by
March 2000. PPT was liable to pay Rs.5.27 croreatds/ 50per cent
share of the land premium and interest of Rs.2.6&ecfrom
January 2000 to March 2004.

. PPT subleased land measuring Ac.25.00 in villag&aBigarh to
Bharat Petroleum Limited in November 2001 and nestiRs.3 crore
towards consideration money in November 2001 bdtrait deposit
Rs.1.50 crore towards 5@ cent share of land premium. Besides,
interest of Rs.42 lakh as of 31 March 2004 was aksgable to the
State Government for belated payment of State share

. Cargil India Limited was in possession of an area28 in village
Bhitaragarh which was subleased by PPT. The prerfouatie land is
Rs.2.76 crore worked out at the rate of Rs.12 [adhacre and PPT is
liable to pay Rs.1.38 crore towards land premium.

Thus non collection of revenue on subleased lanouated to Rs.11.19 crore
inclusive of interest.

After this was pointed out in audit in January 200t Tahasildar, Kujanga
stated in February 2005 that there was no infomnategarding sublease of
land and collection of sale value in respect of @@ Cargil India Ltd.

25 Alienated land - Land already leased out.
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However, PPT was asked to deposit the amount t@xsardleasing the land in
case of Bharat Petroleum Ltd. The reply was noalinin view of the fact
that the possession of land has been recordeddar&e of Rights maintained
in tahasil Office. Besides PPT has also confirntedfact of realisation of sale
value of land. The matter was reported to GoverririmteRebruary 2005; reply
had not been received (October 2005).

4.3 Blockage of revenue due to delay in finalisatioof alienation
case

According to Government orders of October 1961, M8g3 and February
1966, Government land can be leased out to locdiebp public sector
undertakings, educational and charitable instihgjo State and Central
Government departments etc. on payment of premixed fon the basis of
market value of the land plus annual ground rergreper cent of the market
value. The occupier is liable to pay interest & thte of 12per cent with
effect from 28 November 1992 for the period frontedaf occupation of land
till the date of payment.

Test check of records of Cuttack tahasil revealedrebruary 2005 that
advance possession of the land of Ac.11.158 wasldthiover to Cuttack
Development Authorities (CDA) in August 1996 withet condition to pay
premium, rent and cess as would be fixed by Govemnat the time of
sanction of lease. Alienation case initiated in N2®03 for grant of lease to
CDA was not finalised till the date of audit. Deliayfinalisation of alienation
case led to blockage of Government revenue towpresiium, ground rent
and interest amounting to Rs.9.46 crore as on Bep005.

After this was pointed out in audit in February 3p@ahasildar stated in
February 2005 that steps would be taken to findlisecases early.

The matter was reported to Government in April 20@ply had not been
received (October 2005).

4.4  Non raising of demand

Under the provisions of the Orissa Agricultural ¥éamendment) Act, 1992
and Orissa Cess (Amendment) Act, 1992 read witheBoaent notification
of February 1966, interest on belated paymentrad l@venue is payable from
the date of occupation of the Government land. rEite of interest was raised
from six per cent to 12 per cent per annum with effect from 28 November
1992.

4.4.1 Test check of records of Tahasildar Tangi, Choudvevealed in
October 2004 that the Revenue Divisional CommissiofRDC) (Central
Division), Cuttack sanctioned in March 2004 theskeaf Government land
measuring Ac.3.10 in favour of Executive EngindeE), Central Electricity
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Supply Company of Orissa, City Distribution Divisidl, Cuttack which was

already in possession of lessee since 1973 fortrwmtion of sub station, sub
division office etc., subject to payment of Goveemhdues of Rs.1.21 crore
towards premium, ground rent and cess. No demandhferest of Rs.2.33

crore from the date of occupation was raised agdms lessee including
interest of Rs.50.90 lakh for the period from A@di9199 to March 2004.

After this was pointed out in audit in October 20@4e tahasildar agreed in
October 2004 to realise the dues along with interes

The matter was brought to the notice of GovernnreMarch 2005; reply had
not been received (October 2005).

4.4.2 Test check of records of Tahasildar, Purusotampawealed in

May 2004 that the RDC (Southern Division) Berhammanctioned in

February 2004 lease of Government land measuring.4At5 in favour of EE

Electrical (SOUTHCO) Aska subject to payment of &wwment dues of
Rs.21.86 lakh for construction of sub station atadf guarters etc. Although
land was in occupation of SOUTHCO since 1976-7&nmpum ground rent
and cess inclusive of interest from 1976-77 to 200&mounting to Rs.66.49
lakh were not demanded. This resulted in non rgisindemand of Rs.15.07
lakh towards ground rent, cess and interest foptmeod from 1999-2000 to
2003-04 against the lessee.

After this was pointed out in audit in May 2004e ttahasildar raised demand
in February 2005 against the lessee.

The matter was brought to the notice of GovernnreMarch 2005; reply had
not been received (October 2005).

4.5 Conversion of agricultural land for non agricutural purposes

Under Orissa Land Reforms Act (OLR Act), 1960, yatds liable to eviction
if he has used agricultural land for non agric@tysurpose. Such land can,
however on an application made by him in the prbedrform, be resettled on
lease basis on payment of premium at the prescritiedplus ground rent at
oneper cent of premium per annum.

Test check of records of t#wbtahasils between January and March 2005
revealed that 158 cases involving conversion o9@®.acres of agricultural
land for non agricultural purpose were institutedtween 2002-03 and
2003-04 on receipt of applications from rayats. Tases were pending in
tahasil offices for disposal as of March 2005. Ntisposal of conversion
cases resulted in delay in realisation of Rs.48&Kkh towards premium and
ground rent.

26 Bhubaneswar and Sukinda.
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After this was pointed out in audit between Jan2895 and March 2005 the
Tahasildars agreed between January 2005 and M&@h t» take necessary
action for realisation of the dues.

The matter was reported to Government in March 20€ply had not been
received (October 2005).

4.6 Non realisation of revenue dues from Sairat soces

As per Minor Mineral Concession Rules (MMCR), 198hor minerals can
be sold or disposed off by public auction as may pbescribed by the
concerned authority. Dues payable under these ifutemain unpaid shall be
recovered as arrears of land revenue.

Test check of records of Tahasildar, Kujang in danw2005 revealed that
Rs.42.39 lakh towards royalty for sairat souréeseased for lifting sand
during the years 2000-01 to 2002-03 remained cudgtg for realisation. The
Tahasildar made only two references with PPT, anéAugust 2002 and
another in February 2003 for realisation of dudsisTineffective action of the
Tahasildar led to non realisation of Governmenéenesxe of Rs.42.39 lakh.

After this was pointed out in audit during Janu@@05, the Tahasildar,
Kujanga stated in January 2005 that PPT was askpdyt the balance royalty
on sand. The reply was not tenable as steps titutestertificate proceedings
were not taken to realise the arrears even afpselaf two years.

The matter was referred to Government in March 208ply had not been
received (October 2005).

27 Sairat sources - Minor miscellaneous source m#venue from fisheries, queries, hat & fair, ferry

ghats, orchards, standing trees & minor minerals lased out temporarily after public auction.
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B. Stamp Duty and Registration Fees

\ 4.7  Short realisation of stamp duty and registratio fees \

The Inspector General of Registration (IGR) issueglidelines
(September 1993) for determination of value of laitie highest sale price of
a land during the last three years preceding tlae gé execution should be
taken as value of land for the purpose of levytafrp duty and registration
fees. In September 2002, Government modified tferability under Section
47(A) of Indian Stamps Act, according to which thighest rate sale instance
of land preceding the month in which the documengjuestion is presented
for registration will be taken into consideratioWhile such highest sale is
taken, care has to be taken that value of compatabt adjacently located, is
taken into consideration. For the purpose of propaiuation the SRE&
IDSRS? are required to be provided with copy of the fip@ublished village
maps and Records of Right (ROR) as per IGR, cirafl&eptember 1993. In
the absence of any documentary evidence to veaifiyevof the adjacent plots,
the Registering Officers (ROs) should go for thghbkst sale price of land
during the last three years preceding either tlae g€ execution or the month
of execution for the purpose of levy of stamp daygl registration fees.

A test check of records in nine registration offi€erevealed that 149
documents were registered between 2002 and 2083cater rate compared
to the highest sale value of land. No reference wasle to RORs and
valuation registers maintained in registration ag#. Thus violation of IGR
guidelines/Government orders resulted in undertmioa of land.
Consequently there was short levy of stamp duty megistration fees of
Rs.25.64 lakh.

After this was pointed out in audit between Jun@428nd January 2005, six
ROs™ admitted the fact of under valuation and agreewéen July 2004 and
December 2004 to realise the deficit dues. Othes R@reed to take action
after verification of records.

The matter was brought to the notice of IGR/Governimin April 2005;
replies had not been received (October 2005).

28 Sub Registrars.

29 District Sub Registrars.

30 Angul, Bhadrak, Hatadihi, Jharsuguda, Khandagiri Patnagarh, Puri, Nayagarh and Rajgangapur.
31 Bhadrak, Hatadihi, Jharsuguda, Patnagarh, Nayagarhand Rajgangpur
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5.1 Results of Audit

Test check of records in the offices of the Exa®d@mmissioner, Deputy
Commissioner of Excise and Superintendents of Excisnducted during
2004-05 revealed non/short realisation and losgeoEnue amounting to
Rs.29.44 crore in 427 cases which may broadly begoased as under:

(Rupees in crore)

Sl. No. Categories No. of cases Amount
1. Non/short realisation af 360 13.25
duty/licence fee
2. Loss of revenue due to delay|in 44 11.23
granting/issue of licence.
3. Other irregularities 23 4.96
Total 427 29.44

During the year 2004-05, the Department acceptedleny/short realisation
etc. of duty amounting to Rs.3.13 crore in 365 sgs@inted out in audit in
2004-05. The Department recovered Rs.1.64 cror8lé cases including
Rs.1.53 crore in 216 cases of 2004-05.

A few illustrative cases highlighting important @udbservations involving
Rs.11.03 crore are discussed in the following paatts. After issue of draft
paragraphs the Department recovered Rs.1.40 crore.
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5.2 Loss of revenue due to non observance of pretmd
procedure for settlement of IMFL "off" shops

Under the Bihar and Orissa Excise Act (BOE Act), 139 licences of
wholesale or retail vend of intoxicants may be tgenfor one year from
1 April to 31 March following. Government of OrisBatheir excise policy for
the years 2002-03 and 2003-04 decided that akxisting IMFL off shops of
2001-02 and 2002-03 would be renewed for 2002-@32003-04 respectively
without any change in the licence fee and minimunargnteed quantity
(MGQ). The shops, which remained unrenewed, shohtl settled
immediately. Under the provision of excise polieydanstruction of Board of
Revenue (BOR) such shops should be settled threadg notice. As per
section 22 of the BOE Act read with Rule-3 of thBs€a Excise (Exclusive
privilege) Foreign Liquor Rules, 1989, before issiiesale notice for auction
of the shops, a public notice shall be issuedimyiobjection from public and
obtaining prior approval of concerned Gram Panchayecorded with
concurrence of Gram Sasan under Section 26A oBME Act. In case, the
bid/negotiated amount does not reach the reserie,pconfirmation of
Government may be obtained for settlement of tlpsh

5.2.1 Scrutiny of records of Superintendent of Excis&)(SSundergarh
revealed between August 2003 and September 2004uhaf 34 IMFL off
shop&? which existed in 2001-02, 18 shops were renewe@0®2-03 and
2003-04. For the rest of 16 shdhssale notice for the year 2002-03 was
issued on 1 April 2002 without inviting public opdm and obtaining prior
approval of Gram Panchayat. A non government osgdion filed a writ
petitior?® in Hon'ble High Court of Orissa on 16 April 200Baflenging the
legality of the sale notice. The Court granted nimtestay in April 2002. As
such auction sale could not be conducted for settht of the off shops. For
the year 2003-04 sale notice was not issued omtbend that the case was
subjudice. The stand taken by the Department wasrarder as the stay was
granted on auction sale for the year 2002-03. Thieps&tition, which became
infructuous was disposed of on 20 April 2004. THue to non observance of
the prescribed procedure for the year 2002-03 akithg incorrect plea about
subjudice of the case for the year 2003-04, IMFL sifops could not be
settled for these years. This resulted in lossesenue of Rs.10.17 crore
worked out on the basis of consideration money dumy on MGQ at the
prevailing rate¥.

After this was pointed out in audit, the SE, Sugden stated in
September 2004 that as the case was subjudicehdps could not be settled.

32 Retail sale of India made Foreign liquor for cosumption off the shop premises.

33 Bisra Road 1 & 2 Rourkela, Kalinga, Lathikata, Basanti colony, Biramitrapur, Nayabazar, Chhend,
Power House Road, Vedvyas, Gandhi Road, Bandomunda,& 8 Area Rourkela, Rajgangapur and
Sundergarh No. 2 & 3.

34 0OJC No0.4251/2002 ( between Secretary Lok ManciRpurkela Vs. State of Orissa).

35 For the years 2002-03 and 2003-04 Excise dutythe rate of Rs.92 and Rs.100 per LPL respectively.
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The reply was not tenable as prescribed proceda® ot followed during
2002-03 and stay was not applicable during the 2883-04. Further reply
had not been received (October 2005).

The matter was reported to the Excise CommissigB&)/Government of
Orissa in March 2005, reply had not been recei@atdber 2005).

5.2.2 Test check of records of SE, Khurda revealed iy 2003 that the
licensee of Tamando IMFL off Shop for 2001-02 dit opt for renewal of
license for the year 2002-03. The Collector preposo shift the shop to
Aiginia on 19 April 2002, but the Government did aocept the proposal and
directed the Collector for settlement of the shieugh auction procedure.
Although the Collector repeatedly requested the éBmwent to consider
shifting the shop, yet the proposal was not accepidtimately the shop was
put to auction and settled on 2 January 2003 &2RK)0 against the reserve
price of Rs.60,100. Non adherence to the Goverrnmenters and delay in
settlement of the shop led to loss of revenue of REakh worked out on the
basis of monthly consideration money and duty onQMG

After this was pointed out in audit in July 2003 tBE, Khurda stated in
August 2003 that the shifting proposal was in apditon of not achieving
reserve price due to which the process of settlewas delayed. The reply
was not tenable in view of the provisions of exgiséicy that the Government
was competent to decide the bid value below reganice.

The matter was reported to EC in September 2003st&@d (May 2005) that
the correspondence between the Collector and Gowrh caused
unintentional delay.

5.2.3 Test check of records of eighExcise Districts between October 2003
and February 2005 revealed that 20 Excise off shepge provisionally
settled for the year 2002-03 through auction/teimégotiation. Government
confirmed the proposal for settlement of shopsraitdelay ranging between
42 days and 108 days from the date of provisioe#tlesnent. Thus due to
delay in confirmation, revenue of Rs.28.82 lakh vimegone in shape of
licence fee and duty on MGQ worked out for 21 daysl 97 days after
deducting three weeks for communication of finaless of the Government.

After this was pointed out between October 2003 Rebruary 2005, all the
SEs, except Ganjam stated between October 200Bebrdary 2005 that after
receipt of confirmation from Government, licencesravissued. SE, Ganjam
stated that such delay was inevitable in the paégaking a decision for
settlement of shops below the reserve price. Thly ieas not tenable since
shops were not settled in the specific time framiig the commencement of
the next financial year as per the provisions efAlat.

The matter was reported to EC and Government betweober 2003 and
February 2005; reply had not been received (Oct2b6b).

36 Bhadrak, Ganjam, Jharsuguda, Kendrapara, Keonjtar, Mayurbhanj, Puri and Sambalpur.
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5.2.4 Scrutiny of records of SE, Ganjam revealed in Saeptr 2004 that

four existing country spirit shops held by threelagive privilege holders (EP
Holder) were not renewed for the year 2003-04,henground that one of the
EP holders was declared defaulter. Collector, Ganjanoved the

EC/Government in April 2003 for renewal of four plsoat a consideration
money of Rs.2.30 lakh per month in favour of theeottwo EP holders for the
year 2003-04. On receipt of Government order inoBet 2003, licence was
issued on 25 October 2003. Thus delay in issue mfe@ment order led to
loss of revenue of Rs.23.24 lakh towards liceneeded duty on M.G.Q for
the period from May 2003 to 24 October 2003.

After this was pointed out in audit in Septembe®£0he SE did not furnish
any specific reply.

The matter was reported to EC and Government imligct2004; reply had
not been received (October 2005).

5.3 Loss of revenue on IMFL made from imported base \

As per excise policy of Government of Orissa fog gfear 2003-04, excise
duty at the rate of Rs.100 and Rs.120 per LondmofPtitre (LPL) was
prescribed for India made whiskey, rum, brandy,keoétc. and Rs.200 per
LPL for IMFL blended with imported element contaigi more than 2@er
cent (including scotch bottled in India). In April 200&overnment instructed
the EC to accept the certificates from the suppfiegood faith indicating that
the blended materials were less tharp@0cent and in case of any deviation,
the supplier would be liable to pay duty at the raft Rs.200 per LPL. As per
provision of Board's Excise Rules 1965, the EC teefpproval of brands and
labels shall make such enquiries and also ensatesdmples of liquor are
chemically examined before such approval so that ltuor meets the
required standards.

5.3.1 Test check of records of SE, Khurda revealed me 2004 that Orissa
State Beverages Corporation Limited (OSBC) procur25,578.0077 LPL
of IMFL made from imported base during the year20@ but in no case
higher duty of Rs.200 per LPL was charged. It waarty written on the label
that the product was a blend of scotch but no meage of blending was
indicated in the labels. The imported element, dtotvas the dominating
element which attracted higher duty. Certificatesravobtained from the
suppliers stating that their product contained ldemn 20per cent blend
material and excise duty of Rs.100/Rs.120 per LR wharged in all cases.
Higher duty of Rs.200 per LPL could not be leviemt fvant of adequate
mechanism for ascertaining the percentage of bignali scotch.

As the excise policy did not prescribe any normamy mechanism for
ascertaining the percentage of blending of scdtajher duty at the rate of
Rs.200 per LPL could not be charged and as suchethepurpose of excise
policy for augmenting revenue of State was defeaBml/ernment sustained
loss of Rs.2.33 crore due to non levy of highewyadtthe rate of Rs.200 per
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LPL at least on 2@er cent of the total procurement of IMFL made from
imported base.

After this was pointed out in audit in June 2004 8E did not furnish any
specific reply.

5.3.2 Test check of records of SE of Excise, Khurda atae (July 2004)
that the manufacturers of four brafidsf IMFL did not disclose the presence
of scotch in their labels registered by the EC,s€aifor the year 2003-04,
whereas these brands contained scotch which walsksl on the approved
labels in 2002-03. The OSBC procured 3,21,906.098B of IMFL which
did not disclose the presence of scotch in thecygul labels in 2003-04 for
which higher duty could not be charged. This resuln loss of Government
revenue of Rs.62.48 lakh due to non levy of highdy at the rate of Rs.200
per LPL at least on 2fer cent of the total procured quantity of IMFL which
contained scotch.

After this was pointed out in audit the SE, Khustated in July 2004 that the
distillery officers concerned would be asked toestigate the matter and
OSBC authority would be asked to furnish the psteicture for the year
2002-03 and 2003-04. The reply was not tenableesidepartment failed to
verify the presence of scotch in above four brabdfore the approval of
brands and labels.

The matter was reported to EC and Government irudug004, reply had not
been received (October 2005).

5.4 Short realisation of transport fee on mohua flaver \

As per Rule 11 of Board's Excise (Fixation of fews mohua flower) Rules
1976 as amended in June 2000, rate of fee in regpex transit pass for
transporting mohua flower within the state shalR#10 per quintal.

Test check of records of 11 District Excise Offitdsetween December 2003
and January 2005 revealed that 326 outstiiquor licensees procured
1,83,773.72 quintals of mohua flower in the yead2203 and 2003-04 on
which transport fee of Rs.0.70 lakh was collecte@gainst Rs.18.37 lakh. No
demand for the balance amount was raised whichteglsin short realisation

of transport fee of Rs.17.67 lakh.

The matter was referred to EC and Government betwleauary 2004 and
February 2005 EC in his reply between March 20ab ame 2005 stated that

37 8 PM Rare Whisky, Aristocrat Black Whisky, Mc Dowell's Diplomat Whisky and Bag Piper
Whisky.
38 Bargarh, Bhawanipatna, Bolangir, Boudh, Deogarh, Koraput, Nuapada, Paralakhemundi,

Rayagada, Sonepur, Sambalpur.
39 Outstill is a system of preparation of intoxicats based on mohua flower.
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an amount of Rs.13.34 lakh in respect of eightridisexcise offices was
realised. Final reply in remaining cases had nenlreceived (October 2005).

5.5 Non realisation of revenue due to non affixtureof excise
adhesive labels

Under the BOE Act and Rules made thereunder, exatieesive labels

(EALSs) shall be affixed on each bottle/can of IMB&ér and on each pouch of
country spirit. Further, the OSBC should ensuré tlwabottle/can is received
from outside the State without affixture of EALshél BOR prescribed on

2 February 2002 a fee of 20 paise for each EAL @ocharged for each

bottle/can irrespective of size from the manufaatur

Test check of records of SE, Cuttack in August 28&4ealed that OSBC
imported 46,29,227 bottles of beer from outside $iteete for Manguli Depot
without affixture of EALs. Non affixture of EALs teto non realisation of
revenue of Rs.9.26 lakh.

After this was pointed out in audit in August 2004e SE, Cuttack stated that
the branch manager would be asked to comply wiéhandit observation.
Further reply had not been received (October 2005).

The matter was brought to the notice of EC/GovemtnireMarch 2005; reply
had not been received (October 2005).

5.6 Irregular renewal of licence of bottling plant

The BOE Act and Rules made thereunder stipulat¢ libance for the
wholesale or retail vend of intoxicants may be tgdnfor one year from
1 April to 31 March following. Government of Orissatheir excise policy for
the years 2002-03 and 2003-04 decided to renewctrgce of bottling plants
on the basis of production capacity in proof litedeng with payment of
annual renewal licence fee for bonded warehousetat to manufacturing
company. Further, as per the provision of the BQE #he holder of a licence
to manufacture and sell may surrender the licemcexpiry of term and the
EC may take over the balance of liquor for dispasadler Board's Excise
Rules.

Scrutiny of the records of M/s. Hitech Bottling Rlainder the control of SE,
Sambalpur revealed in November 2004 that the leafi¢che bottling unit was
neither renewed for the year 2002-03 nor was sdened to the Collector. No
action was taken by the EC for disposal of balahgaor of the plant.
However, on an application of the ex licensee meJRO03 the earlier licence
of 2001-02 was renewed by the Government in Oct@0€8 for the period
1 October 2003 to 31 Mach 2004. Since the validitg renewal of licence is
a continuous process and there was no existingdedor the year 2002-03,
grant of renewal from 1 October 2003 to 31 MarcB2Was irregular which
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led to non realisation of license fee of Rs.11.8Bhlfor the period from
1 April 2002 to 30 September 2003.

After this was pointed out in November 2004 the &&ted in May 2005 that
SE, Sambalpur raised demand of Rs.11.63 lakh asapeéit observation.
Further report on recovery had not been receivedofier 2005).

The matter was referred to Government in March 208ply had not been
received (October 2005).

5.7 Loss of revenue due to delay in issue of notifition

Under Section 90 of BOE Act, the BOR is empowerediake/ amend rules
for carrying out policies of Government of Orissaovernment of Orissa,
Excise Department in their letter of December 2@@&cted EC, Orissa to
revise the fee on adhesive label to 20 paise [l larespective of size of
bottle/ pack, which should be effective from 31 Baber 2001. The BOR
issued notification revising the fee on 2 Februz092.

Test check of records of SE, Ganjam in June 20Q2ated that excise
adhesive labels on 8,33,433 bottles of IMFL an®2®00 pouches of country
liquor in respect of fodf manufacturing units were not affixed between
31 December 2001 and 1 February 2002 due to nae wfsnotification by the
BOR. This resulted in loss of revenue of Rs. 628&!

After this was pointed out in audit in June 2002 tBE, Ganjam did not
furnish any specific reply.

The matter was brought to the notice of EC/Govemtrire March 2005, reply
had not been received (October 2005).

40 M/s Ocean Beverages (P) Ltd., M/s Poonam Distiller¢P) Ltd., M/s Mahanadi Distilleries (P) Ltd.,
M/s Aska Co-operative Sugar Industries Ltd.
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6.1

Results of Audit

Test check of records maintained in various foddgsions conducted during
2004-05 revealed non/short levy of interest, lods revenue etc. of
Rs.131.04 crore in 3,356 cases, which may broaellydtegorised as under: -

(Rupees in crore)

Sl. No. Categories No. of cases| Amount

1. Loss of revenue due to short delivery/shortage of 79 10.67
forest produce

2. Non/short levy of interest on belated payment of 693 7.73
royalty
Non realisation of royalty 14 0.84
Other irregularities 2,570 111.80
Total 3,356 131.04

During the year 2004-05, the Department acceptettruassessment etc of
Rs.18.55 crore in 3,231 cases including Rs.40.@24 ilm 292 cases pointed out

in earlier years. The Department recovered onl¢®&35 lakh in five cases.

A few illustrative cases highlighting important @udbservations involving
Rs.19.02 crore are discussed in the following paratus.
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6.2 Loss of revenue due to non working of Bamboo gpes

Under the provisions of Orissa Forest Produce (©@bwoff Trade) Act, 1981,
the Orissa Forest Development Corporation Limi@EBDC) was appointed as
the agent for extraction of and trade in bambod witfect from 1 October
1988 in the state of Orissa, on payment of purcpase as fixed by the State
Government from year to year. The agent has toaeixtbamboo from
Government forests and pay royalty to the Goverriroarthe basis of annual
agreement executed as provided under Orissa Horadtice (control of trade)
Rules 1983. The bamboo coupes are operated in @fchour years in
accordance with working plan. The working plan dtidee ready about one
year before its due date of implementation and afeaining the approval of
the Government of India. The State Government shisglue final sanction to
bring the working plan in force well before expof/the current working plan.

Test check of records of Principal Chief Consemvaib Forests (PCCF),
Orissa in January 2005 revealed that extractiobasfiboo in 15 divisior
where the operation was due in 2003-04 was not chree to expiry of
working plans. PCCF did not take timely action fxtension/renewal of
working plan. Non working of bamboo coupes resuliedoss of Rs.8.66
crore towards royalty on bamboo production of 238,45 Sale units (SU)
worked out on the basis of average two crop yeargyztion.

After this was pointed out in audit in January 20& PCCF stated in January
2005 that the Government of India did not granession to those plans. The
reply was not tenable as the proposals for extefsiaision of working plans
for approval could not be submitted to Governmédnihdia even after lapse of
one to five years of expiry of working plans. Fiestd Second Preliminary
Working Plan Reports were pending with Working P@fficer/Conservator
of Forests/ PCCF for approval. Lapses on the gaheoDepartmental officers
in compilation and submission of revision/ extensif working plans to
Government of India for approval before the exmfycurrent working plan
caused loss to the State exchequer.

The matter was reported to Government in Febru@@pb2reply had not been
received (October 2005).

41 Anugul, Baliguda, Bolangir, Boudh, Dhenkanal, dypore, Khariar, Nayagarh, Puri (Khurda),
Paralakhemundi, Phulbani, Rairakhol, Rayagada, Samalpur and Sundergarh.
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6.3 Non realisation of Net Present Value (NPV) ofofest land
diverted for non forest activities

Under the provisions of Forest Conservation Act3Q%ead with orders of
Hon'ble Supreme Court issued in November 2002stdamd may be diverted
for non forest activities with the approval of Gaweent of India on payment
of Net Present Value (NP%of forest land and other allied charges. As per
guidelines issued by Government of India in SepEm2003, NPV would be
charged in all cases where stage-l and final approave been granted after
30 October 2002.

Test check of records of PCCF revealed in Janu@@p 2hat 137.25 hectares

of forest land was diverted for non forest purpasesight forest divisior$

and handed over to tifbuser agencies. The approval in all these cases was
granted after 30 October 2002. Neither the Departmased any demand to
realise Rs.7.96 crore towards NPV of forest landthe user agencies paid the
dues. Thus non issue of demand by the Departmsulted in non realisation

of NPV.

After this was pointed out in audit in January 200% PCCF admitted the
fact of non raising the demand and stated that ddnoh Rs.4.74 crore was
raised in three cases in respect of DFO, Nawarangmgul and Athamallik.

The matter was reported to Government in Febru@952 Government
confirmed in September 2005 the fact of raising @edn Report on realisation
was awaited (October 2005).

\ 6.4  Blocking of revenue due to non disposal of tings and poles \

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

Test check of records of 37 Forest divisfdmevealed that 50,997.63 cft of
timber and 1,837 poles valued at Rs.1.01 croreedeiz 2,224 undetected

42 NPV : Net present value of forest land depending uporhe canopy density of the land in question.
Stage | : Principle approval granted by Govt. of Irdia.
Stage Il : Final approval granted by Govt. of Inda.

43 Angul, Athamallik, Berhampur, Bolangir, Chilika (Wild life), Ghumusur (South), Nabarangpur and
Rairakhol.

44 Chief Manager, Power Grid Corporation of Indiaand National Highway Authority of India

45 Athagarh, Athamallik, Angul, Anandpur (WL), Baripada, Bamra (WL), Baliguda, Berhampur,

Bonai, Boudh, Bolangir (W), Bolangir (E), Bargarh, Quttack, City Division Bhubaneswar, Deogarh,
Dhenkanal, Ghumsur (S), Ghumsur (N), Hirakud (WL), Jeypore, Kalahandi (N), Kalahandi (S),
Karanjia, Koraput, Keonjhar, Khurda, Malkangiri, Na barangpur, Nayagarh, Paralakhemundi,
Phulbani, Rourkela, Rayagada, Rairakhol, Sambalpux(S) and Sundergarh.
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(UD) forest offence cases registered between 2@0ktd 2003-04, were
lying undisposed. Inaction of the Department falyedisposal of timber and
poles either by delivery to OFDC or by public aantresulted in blocking of
Government revenue of Rs.1.01 crore.

The matter was reported to PCCF/Government in EeprR005. The PCCF

stated in June 2005 that demand of Rs.18.53 laldhraiaed in 374 cases and
Rs.0.15 lakh was realised in one case. Reply frave@ment had not been
received (October 2005).

6.5 Non levy of interest on belated payment of royy on timber \

Under Orissa Forest Contracts Rules, 1966, if d@raotor fails to pay any
instalment of royalty for sale of forest producetbg due date, he is liable to
pay interest at the rate of 6.pé& cent per annum on the instalment of default.
These provisions are also applicable to OFDC mtlich acts as a contractor.

Test check of records of 18 forest divisibh@etween December 2003 and
December 2004) revealed that DFOs did not levyréisteof Rs.86.06 lakh on
belated payment of royalty for the period from 129®0 to 2003-04 by
OFDC Ltd. The delay in payment of royalty beyone ttlue date ranged
between two and 60 months as detailed below.

(Rupees in lakh)

Period No of lots Amount of interest
2 to 12 months 2 0.06
1to 2 years 198 8.08
above 2 to 5 years 526 77.92
Total 726 86.06

The matter was brought to the notice of PCCF/Gawemt in February 2005.
The PCCF stated in July 2005 that all the DFOs @ixé&airakhol raised
demand of Rs.84.79 lakh towards interest on belg@gment of royalty.
Government stated in July 2005 that all the core@rDFOs had raised
demand towards interest on belated payment of tyoy@eport on realisation
was awaited (October 2005).

6.6 Loss of revenue due to non achievement of tatge \

Government of Orissa, Forest and Environment Dapanrt in their orders of
May 2004 appointed OFDC and Tribal Development @erative

Corporation (TDCC) as agents of Government foremtibn of sal seeds in 25
and 13 forest divisions of the State respectivelythe crop year 2004. The
agents were to procure sal seeds as per the fesg@tfor each forest division

46 Angul, Athagarh, Athamallik, Baliguda, Bamara (WVL), Baripada, Bonai, Dhenkanal, Ghumsura
(N), Jeypur, Karanjia, Keonjhar, Khurda, Paralakhemundi, Phulbani, Rairakhol, Rayagarh and
Sundergarh.
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and pay royalty at the rate of Rs.250 per MT to @mvernment for the
sal seed collected by them.

Test check of records of 38 divisions in the offafethe PCCF revealed in
January 2005 that Government fixed target of 24)A00for collection of sal
seed for the crop year 2004. But the agents celteonly 2,684.927 MT sal
seeds which was only lfer cent of target. It was observed in audit that
neither targets were revised nor reasons for sibitf collection of sal seed
were called for from the agents. The Departmenndidnvestigate the factors
causing such poor collection. Thus non achieveroétarget resulted in loss
of revenue of Rs.53.29 lakh.

After this was pointed out in audit in January 200%CCF stated in

January 2005 that the year 2004 was a very bad geathe harvest of crop
depended upon conducive weather and physiolograaiacter of the species.
The reply was not tenable since the reasons watkeenealled for from the

agents nor investigated by the Department to justifch a huge shortfall.
Besides target for collection was not revised iawiof any unconducive
weather affecting production in the year.

The matter was reported to Government in Febru@fp2reply had not been
received (October 2005).
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7.1 Results of Audit

Test check of records maintained in the officehef Deputy Director of Mines
and Mining Officers during 2004-05 revealed nonfshevy of royalty, dead
rent, interest and other irregularities of Rs.5&Bere in 83 cases which may
broadly be categorised as under:

(Rupees in crore)

Sl. No. Subject No. of cases| Amount
1. Irregularities of miscellaneous nature 27 57.48
2. Non/short levy of royalty/ dead rent 48 0.63
3. Non/short recovery of interest and non levy of 8 0.43
interest
Total 83 58.54

During the year 2004-05, the Department acceptettruassessment etc of
Rs.44.96 crore involving 30 cases, which had besintgd out in 2004-05.
The Department recovered only Rs.5.30 lakh in 22sa

A few illustrative cases highlighting important @#uabservations involving
Rs.29.48 crore are discussed in the following pafatus
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7.2  Short realisation of royalty on high grade IronOre \

Government of India, Ministry of Mines in their ifatation of
September 2000 amended the Mineral Concession RMEs Rules) and
inserted a new provision according to which in casecessing of run-of-
mine*’ mineral is carried out within the lease hold aremyalty shall be
chargeable on the processed mineral removed frentetise hold area. Prior
to the aforesaid notification, royalty was chardeadn unprocessed mineral
i.e. mineral extracted from the seam.

Test check of records of two Mining circtsevealed in December 2004 that
nine mine®’ of eight lessees were not run-of-mines. The AssgBfficers
incorrectly levied royalty of Rs.7.28 crore on 36&33.330 MT of processed
mineral instead of Rs.8.49 crore on 36,72,545.805d%unprocessed mineral
fed to the processing plant in 2003-04. This resbLib short levy of royalty of
Rs.1.21 crore.

After this was pointed out in December 2004, DtSMloda and Koira stated
in December 2004 that royalty was correctly charged the processed
mineral. The replies were not tenable since thasesmwere not run-of-mines
and hence royalty was payable on unprocessed rhimstaad of processed
mineral.

The matter was brought to the notice of the Depamtmn February 2005,
reply had not been received (October 2005).

7.3 Loss of revenue on illegal extraction/removalral disposal of
stock of ore

The Mines and Minerals (Development and Regulat{diyl (DR) Act, 1957
provides that no person shall undertake any mimpgration in any area,
except under and in accordance with the terms anditions of the mining
lease. Whenever any person raises without any laavfthority, any mineral
from any land, the Government may recover from quexison the price of the
mineral so raised, or where such mineral has ajrdmen disposed of, the
price thereof and royalty etc. may be realised.p&s the Government of
Orissa, Steel and Mines Department's order of M4&98 all kinds of ores
and minerals seized in the field should be dispasfedithin three months.

47 The blasted materials containing ore with otheforeign materials brought to the crushing plant ore
48 Joda and Koira.
49 Jilling Longalotta Mines of M/s. E.M.I. Ltd, Jaruri Iron/Mangamese Mines of M/s. Kalinga Mining

Corporation Ltd, Nuagoan Iron Mines of M/s. K.J.S. Aluwallia, S.G.B.K. Mines of M/s. O.M.C Ltd,
Khandabandha Iron Mine of M/s. O.M.C. Ltd, Khandabandha Iron Mines of M/s. TISCO Ltd,
Jajang Iron Mines of M/s. Rungta Mines Ltd, Sanindupur Iron/Manganese Mines of M/s. National
Enterprises and Oraghat Mines of M/s. Rungta Sons (R-td.

50 Deputy Director of Mines.
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Under MC Rules, in case of belated payment of ngimines simple interest at
the rate of 24per cent per annum is chargeable from the sixtieth dayhef t
expiry of the due date till the default continues.

7.3.1 Test check of the records of Jajpur Road Miningcl€j revealed in
September 2004 that M/s. Tata Iron & Steel Comdamnyted (TISCO Ltd.),
a lessee applied for second renewal before expiy mining lease (i.e. 11
January 1993) over an area of 1,261.476 hectarahfomite ore in Sukinda.
Government renewed only 406 hectares and took aWwaypossession of
855.476 hectares in October 1996 from the lessek reamded over the
possession to M/s. Orissa Mining Corporation Liahit€OMC Ltd.) as
custodian. Subsequently Government leased out B&res out of 855.476
hectares to M/s. Jindal Strips Ltd. in August 20DDM, Jajpur Road reported
in September 2001 that M/s. TISCO Ltd. extracte@0833 MT of
beneficiable low grade chromite ore in the area88f hectares between
October 1996 and May 2000 illegally as it was beydhe mining area
renewed in favour of M/s. TISCO Ltd. The Compang dot furnish any
accounts for the said quantity. Government of @ti€epartment of Steel &
Mines in their order of November 2003 decided tachaver 1,88,550 MT of
ore to M/s. TISCO on payment of two times of roydleating M/s. TISCO
Ltd as lessee. The Government order to levy twesirof royalty was not in
consonance with the provisions of the Act ibid. Thepartment realised
Rs.1.47 crore towards two times of royalty on 1588, MT of ore instead of
realising cost of ore and royalty. This resultedass of revenue of Rs.16.29
crore.

Government would sustain further loss of revenweatds interest at the rate
of 24 per cent per annum for delay in raising demand.

. The Department also detected in November 1999 bhn&sed
extraction of 63,168 MT of medium grade and 3,640 & below low grade
chromite ore beyond the area covered in renewahioing lease of M/s
TISCO Ltd. but did not take any step to raise desreamd realise Rs.9.36 crore
towards the cost of ore and royalty from the ledeedlegal extraction.

Government would sustain further loss of revenweatds interest at the rate
of 24 per cent per annum for delay in raising demand.

7.3.2 Government also proposed to dispose of the balquastity of 92,383
MT of ore valued Rs.8.34 crore out of 2,80,933 Mbeneficiable low grade
chromite ore through public auction or to deliviee tmaterial to OMC or to
M/s. TISCO on payment of value of the material. Tipset price of chromite
was submitted to the DMin February 2004 but returned to the DDM, Jajpur
Road in April 2004 with the direction to revise thpset price. As the upset
price was not approved, the material had not begmoded of even after a
lapse of three years. This resulted in non reabisadf revenue of Rs.8.34
crore worked out on the basis of cost price andltpy

The matter was brought to the notice of the DepamtiGovernment in
February 2005; reply had not been received (Oct2b6b).

51 Director of Mines.
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7.4 Loss of revenue due to revocation of grant ordeby State
Government

Under the provisions of MC Rules, an applicationrenewal of mining lease
shall be made to the State Government 12 monthsrdoefie expiry of the

lease. Mining lease deed shall be executed witkimsnths of the grant order
or within such further period as the State Govemmmmeay allow and if no

such lease deed is executed within the said pehiedto any default on the
part of the applicant, the State Government magke\the order granting the
lease. Further under the provisions of the MM(DR},Avhenever any person
raises without any lawful authority any mineral rfroany land, the

Government may recover from such person the mirsvataised or where
such mineral has already been disposed of, the pmd royalty thereof be
realised.

Test check of records of DDM, Rourkela in Febru2®p5 revealed that the
State Government renewed a mining lease in Jar@d§ in favour of M/s.
Hindustan Zinc Ltd. for a period of 20 years frofh Bovember 1994. The
lessee did not execute the lease deed within thelated period but applied
for surrender of the lease area in April 2002. Btate Government revoked
the renewal of lease order in December 2003. Téseke extracted 2,542 MT
of concentrate lead and 3.968.250 kgs of silvewbeh January 2001 and
December 2002. Non execution of lease deed andeqaesat revocation of
renewal order made extraction of ore unlawful dledjal. Thus the lessee was
liable to pay cost of ore in addition to royaltyr fores extracted between
January 2001 and December 2003. The State Govetntoek over the
possession of the leased area in June and Julyifiddut effecting recovery
of Rs.6.23 crore towards cost of above minerals.

After this was pointed out in audit in February 2@Be DDM, Rourkela stated
in February 2005 that the lessee despatched theororpayment of usual
royalty before receipt of the revocation order. Thply was not tenable as
failure to execute the lease deed led to revocatiadhe grant order. As such
production of ore and their despatch from mine wagal for which the
lessee was liable to pay the cost of the ore iitiaddo royalty. Non recovery
of cost of ore before taking over possession lelbgs of revenue of Rs.6.23
crore.

The matter was reported to DM and Government incl@005. Government
stated in August 2005 that the lessee was alloeenbval as per conditions of
lease as the lessee was working under provisidRutg 24-A (1) and royalty
was realised. There is no provision in M&M (D&R) tAd957 or MC Rules
1960 to handle such situation. The reply is notabdm since as per the
admission of the Department there exists no pronigi M&M (D&R) Act or
MC Rules to handle such situation which is a failur the system itself.
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7.5 Unauthorised extraction/removal of iron ore

The MM (DR) Act, provides that no person shall unale any mining
operation in any area, except under and in accoedavith the terms and
conditions of mining lease. Whenever any persosesiwithout any lawful
authority, any mineral from any land, the Governtmaay recover from such
person the price of mineral so raised, or wheré snimeral has already been
disposed of, the price thereof and royalty maydadised. Under MC Rules if
an application for renewal of a mining lease is disposed of by the State
Government before the date of expiry of the ledise,period of that lease
shall be deemed to have been extended by a fupéeod till the State
Government passes order thereon. As per ForesteBa@ti®on Act (FC Act)
1980, non forest activities such as mining operatioforest area cannot be
undertaken without prior approval of the Centrav&@oment, even in case of
renewal of mining lease.

Scrutiny of records of Koira Mining Circle underethurisdiction of DDM,
Koira revealed in December 2004 that a mining léas@on ore over an area
of 90.143 hectares expired on 26 August 2001. €ksele applied for renewal
of mining lease on 27 July 2000 and continued nginoperation under
deemed extensidh DFO, Sundergarh, however, directed the lessee
(25 August 2001) not to undertake mining operaiioriorest broken lartd
without forest clearance from Central Governmente Tlessee continued
mining operation and extracted 1,86,75MIT of different grades of iron ore
illegally from 1 September 2001 to 31 October 2604 kept 13,963.660 MT
of iron ore in stock as on 31 October 2004. Theslé@ssee was liable to pay
Rs.5.09 crore towards cost of ore and Rs.2.25 taltards royalty on the
closing stock respectively for such illegal minif@DM neither raised any
demand nor took any action to stop the illegal apen.

After this was pointed out in December 2004, theM)Xoira stated that the

dereservation proposal submitted by the lesseeowreiber 1988 was sent to
DFO in March 1989 and finally on 22 August 2003aftectification and the

lessee worked under deemed extension. The reply nwagenable as the
lessee operated the mines illegally in the foreskdn land. After coming into

force of FC Act, without the prior approval of tBentral Government, no part
of the forest land could be used for any miningpose. Therefore, the
assessing officer should have raised demand asadlegal extraction was
noticed.

The matter was brought to the notice of the Depamtnand Government in
February 2005; reply had not been received (Oct?b@5).

52 Working of mine pending disposal of renewal adjcation by State Government.
53 Breaking or clearing of forest land for mining purpose.
54 This production does not include the production of 8,576 MT of fines as the rate of PMV was not

available with the Department.
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7.6  Non levy of interest on delayed payment of ming dues

Under the MC Rules, as amended from time to timecase of belated
payment of dead rent, royalty or other mining dugs)ple interest at the
prescribed raf& for the amount in default is chargeable from stktiday of
the expiry of the due date for the period of defaul

Test check of records of five mining circlésevealed between June 2004 and
January 2005 that interest amounting to Rs.41.67 ¢tan belated payment of
dead rent and royalty in nine cases from 1999-20(M03-04 was not levied.

After this was pointed out in audit between Jun@42@nd January 2005 all the
mining authorities except DDM, Talcher agreed betwelune 2004 and
December 2004 to raise the demand. The DDM, Taldigtmot give any

specific reply. However, DM stated in April 2005athRs.3.30 lakh was
realised in three cases in respect of Mining OfficeBaripada and

Bhawanipatna.

The matter was brought to the notice of the DepamtiGovernment in
March 2005; reply had not been received (Octob8620

7.7  Short realisation of royalty on manganese ore \

As per provisions of the MM (DR) Act, read with Goument of India (GOI),
Ministry of Mines in their notification of Septembe000, royalty on
manganese ore and concentrate was fixed at gereeent and oneper cent
respectively of sale price on advalorem basis. G@mjstry of Mines issued
guidelines in April 2003 according to which the t8t&overnment shall add
20 per cent to benchmark value published by the Indian BurefaMines for
individual mineral for reckoning the sale price fmmputation of royalty. As
per Government of Orissa, Mining and Geology Deparit notification of
August 1974, the Mining Officer shall make quasterkrification of returns
furnished by the lessees and shall raise demandifferential royalty, if any,
as soon as possible after expiry of each quarter.

Test check of records of Koira Mining Circle rewehin December 2004 that
the lessee M/s. TISCO Ltd. paid royalty amountiagRis.16.47 lakh for the
period 2003-04 at the prerevised flat rate on ki§ assessment instead of
Rs.39.21 lakh worked out on the basis of royaltybenchmark value as per
the guidelines of GOI. The assessing officer didaeck the returns properly
and made incorrect assessment of royalty whichtdedhort realisation of
royalty of Rs. 22.74 lakh.

After this was pointed out in audit in December £G8e DDM agreed in
December 2004 to assess royalty as per audit aiigary

The matter was brought to the notice of the DepamthGovernment in
March 2005; reply had not been received (Octob8b620

55 15% w.e.f 2 October 1982 and 24% w.e.f 1 Aprll991.
56 Bhawanipatna, Baripada, Koira, Koraput and Talcter.
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\ 8.1 Results of Audit \

Test check of assessment and other connected daotsinpertaining to
departmental receipts in the Department of Foodpkesm & Consumer
Welfare, Co-operation, Energy, General AdministratiSteel & Mines and
Health & Family Welfare Department during 2004-@sealed non realisation
of revenue, non/short levy of duties/fees etc o4BR%.31 crore in 18,11,017
cases which may broadly be categorised as under:

(Rupees in crore)

Sl. No. Categories No. of cases Amount
1. Review on Interest Receipts 1 411.92
2 Non realisation of revenue 3,66,687 14.43
3. Non/short levy of revenue 14,44,259 20.84
4 Other irregularities 70 12.12
Total 18,11,017 459.31

During the year 2004-05, the Departments acceptadshort levy of revenue,
non realisation of revenue etc. of Rs.14.72 craré1,00,057 cases pointed
out in 2004-05 of which Rs.42.65 lakh was realigetivo cases.

A few illustrative cases highlighting important a@udbservations involving
Rs.11.77 crore and findings of a reviélinterest Receipts" involving
Rs.411.92 crore are discussed in the following grazhs.
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8.2  Review on “Interest Receipts”

Highlights:
¢ Sanction of interest free loans resulted in loss ahterest of Rs.11.47
crore.
(Para-8.2.8)

¢ Non levy of interest of Rs.8.44 crore and short lgvof Rs.72.92 crore
due to computation error.
(Para-8.2.9)
¢ Interest of Rs.35.54 crore on ways and means advanand Rs.215.53
crore on other loans remained unrealised from thedanees.
(Para-8.2.10)
¢ Loss of Rs.56.81 crore towards interest due to dglan disbursement
of loan out of funds received from GOI.
(Para-8.2.11)
¢ Loss of interest amounting to Rs.2.74 crore due tamproper
adjustment of repayment.
(Para-8.2.12)
¢ Sanction of loans without finalisation of terms andconditions resulted
in non levy/realisation of interest 0fRs.8.45 crore.
(Para-8.2.13)

| Introduction |

8.2.1 Interest receipt is one of the major sources of tax revenue of the
State. Government in pursuance of its policies gohievement of various
objectives, grants loans and advances to local espdpublic sector
undertakings (PSUs), co-operative institutions andividuals including
Government employees. Loans and advances sanctiosedlly carry
different rates of interest fixed by the sanctignauthorities keeping in view
the purpose of the loan/advance. These are reqtord@ repaid within the
stipulated period in periodical instalments alonighvinterest. The terms and
conditions such as periodicity of instalments, ratenterest, the mode and
manner of repayment of principal and interest gectied in the sanction
orders of loan. In case of default in repaymemapeterest is leviable.

Detailed guidelines were issued by the Finance Bewat (FD) in January
1995 and August 1997 regarding monitoring of loans advances, timely
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repayment of principal and interest thereon, mamutee of loan ledgers etc.
Under Chapter 13 of Orissa General Financial RUl@sFR) Vol-l,
system/procedure for sanction of loan, recovenpaiis and advances, interest
payment and control mechanism for watching timelgayment of principal
and interest etc. have been prescribed.

| Audit Objectives

8.2.2 The review was conducted with a view:

* to examine the extent of revenue loss due to stwrtlevy of interest on
loans;

» to evaluate the position in raising demand andectbn of dues;

* to assess the effectiveness of internal controlh@x@ism and maintenance
of records.

\ Organisational set up \

8.2.3 Loans are sanctioned by the administrative departsnand ways and
means advanc¥s are sanctioned by Finance Department (FD) on the
recommendation of the administrative departmeneoReries of loans and
advances along with interest are watched by thelshe@h the departments
concerned, according to the instructions of thed&oment.

| Scope of Audit

8.2.4 Mention was made in para 8.2 of report of CAG radi& for the year
1996-97 regarding non compliance to the provisiohsOGFR and FD
circulars issued from time to time on the loan @plbn realisation of interest
in respect of loans and advances sanctioned b$tdte Government. In order
to ascertain the extent of compliance with the mions of the Act, Rules and
loan policy, a review on "Interest Receipts" foe fheriod from 1999-2000 to
2003-04 was conducted between May 2004 and Ap€ib20 nin€® out of 25
loan sanctioning Departments with reference tddha records maintained by
them. Important points noticed in course of reviave brought out in the
succeeding paragraphs.

Audit findings as a result of test check were ré&br to the
Government/Department in May 2005 with the requdestattending Audit
Review Committee (ARC) so that the views of GoveentfDepartment could
be taken into account before finalising the revidlwe ARC meeting held on
13 July 2005 was attended by Special Secretaryan€m Department,

57 Ways and means advances means advances forrsterm to be repaid in same financial year.
58 Agriculture, Energy, Finance, Food Supplies & Gnsumer Welfare, Industry, Handloom & Textiles,
S.C & S.T. Development, Steel & Mines and Housing &rban Development Departments
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Government of Orissa. The review has been finalta&thg into account the
Department/Government's views that emerged duhaegdRC.

Trend of Interest receipts

8.2.5 As per the provisions of the Orissa Budget Manestimates of
revenue receipts should show the amount expectéetrealised for the year.
Calculation should be based upon the actual dernmarhading any arrear for
past years and the probability of their realisatiuring the year. The
Controlling Officers of the administrative deparme are required to submit
departmental estimate of revenue to the Financeafmpnt. The budget
estimates (BEs) and actual collection of intereseipt during the period from
1999-2000 to 2003-04 were as under:

(Rupees in crore)

Year Budget Estimate Actuals Variation Percentage of
Excess (+) Short (-) variation
(1) (@) (©) 4 ®)
1999-2000 20.00 19.46 ) 0.54 (e
2000-2001 25.00 13.09 () 11.91 (-687
2001-2002 20.00 25.27 (+) 5.p7 26|35
2002-2003 45.00 76.09 (+) 31.p9 69|08
2003-2004 33.00 164.38 ) 131.88 39812
TOTAL 143.00 298.29 +) 155.29 108.59

It would be seen that the variation between BEs acials ranged from
minus 2.70 to 398.1fer cent. Actual realisation in the year 2002-03 was not
taken as an indicator for preparation of budgetede for the year 2003-04.
The Finance Department stated in May 2005 that tdueontinuous loss,
sickness and closure of unviable borrowing orgdimss, the budget targets
could not be achieved. The reply was not tenableview of specific
requirement of realistic assessment of ability adnlee to repay before the
loans are sanctioned in terms of guidelines issmed\ugust 1997. The
increase in interest receipts during 2002-03 ar@BAB! was stated to be due
to lumpsum payment of Rs.50.68 crore by Grid Capon of Orissa Limited
(GRIDCO) in 2002-03 and Rs.145 crore by GRIDCO @niksa Mining
Corporation (OMC) in 2003-04.

It was further noticed that BEs were not preparedoer the provisions of

Orissa Budget Manual. The budget estimates werpaped by the FD by

taking actuals of the last three years and antiegbeeceipts for the year. The
controlling officers of the Department did not paep and submit the budget
to the Finance Department.

Outstanding Loans

8.2.6 As per Finance Department Memorandum of August 1997 is
required to monitor the loans to ensure timely vecg. Even after a lapse of
seven years, FD is not in a position to furnishdapartmentwise outstanding

72



Chapter-VIII Other Departmental Receipts

position of loan (Rs.3,831.38 crore) and interest@ed thereon. However, as
per Finance Accounts of the Government, outstantbag position of the
State during the last five years was as under:

(Rupees in crore)

Year. Opening Loans and Total Amount | Percentage Balance
balance advances repaid of
sanctioned repayment
1 2 () (4) ©) (6) U]

1999-00 1,186.47 476.04 1,662.51 102.81 6.14 17859
2000-01 1,559.70 635.79 2,195.49 76.58 3.44 20118.
2001-02 2,118.91 379.15 2,498.06 131.66 5.27 24866
2002-03 2,366.4( 343.23 2,709.63 177.19 6.54 24332
2003-04 2,532.44 1,572.01 4,104.45 273.07 6.65 13383
Total 1,186.47| 3,406.22 4,592.69 761.31 16.58 3,831.38

The total arrear loan under different heads partgito all Departments went
up by 223per cent during last five years and stood at Rs.3,831.88ecas on

31 March 2004. Although the FD is entrusted witke ttesponsibility of

monitoring the loans, information regarding the amtoof overdue principal
and interest accrued thereon, as well as Deparfibemnée wise outstanding
position of the loans was not available with theo@#ment.

« Test check of records of nine Departmehits April 2005 revealed that no
Department except FD maintained loan ledger asatref which details of
sanction order number, amount of loan sanctioret@/penal rate of interest,
period of repayment/moratorium period, amount digdlection and balance
could not be ascertained in audit. The administatiepartments failed to
monitor levy and collection of instalments of repants towards principal
and interest due to non maintenance of loan leaigether details of loan.

Outstanding Interest

8.2.7 In contravention of the guidelines issued by F@anuary 1995, seven
out of nine Departments test checked did not mamintear wise position of
outstanding interest. Only two to five out of 2&amosanctioning Departments
furnished annual statements of loans and inteed$tD during the period
under review as under:

Year No. of loan sanctioning No. of departments which did
departments not furnish the statement
1999-00 25 25
2000-01 25 20
2001-02 25 23
2002-03 25 23
2003-04 25 20

As the FD could not work out department/year wiséstanding position of
loans and the interest accrued thereon, the aptisiion of loan and interest

59 Agriculture, Energy, Finance, Food Supply & Cosumer Welfare , Industry, Handloom & Textiles.,
ST & SC Development , Steel & Mines and Housing &rban Development Departments.
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could not be reflected in the Finance Accountsthse was no maintenance
of the required records by six Departments, tatékrest outstanding in a
particular year could not be ascertained. Howeber position of outstanding
interest in respect of sikout of nine Departments test checked was worked
out in audit on the basis of progress reports, tsamorder statements and
cumulative balances as detailed below in the table:

(Rupees in Crore)

Name of the
Department Outstanding interest
Up to 1999-00 | 2000-01 | 2001-02 | 2002-03 2003-04 Total
31.03.99

1) (2 (3) 4) (5) (6) (7) (8)
Agriculture 41.66 5.00 5.16 5.19 5.17 5.14 67.37
Energy 111.61 86.28 102.60 186.57 251.28 299.53 37180
Steel - and - - - - | o055 3.99 454
Mines
Textile & 7.61 1.29 0.57 1.16 1.50 2.90 15.08
Handloom
SC&ST 1.16 1.88 1.88 1.89 1.90 1.9(¢ 10.61
Industry 15.33 7.49 6.24 5.44 3.56 0.34 38.42
Total 1,173.84

Sanction of interest free loans resulting in lossfanterest

8.2.8 Orissa General Financial Rules and loan policyhef Government of
Orissa does not provide for sanction of interese floan to any organisation
for any purpose.

Test check of records in tRbdepartments revealed that during 1999-2000 to
2003-04 interest free loan of Rs.57.74 crore watganed and paid to 30
organisations for different purposes. The loanswecoverable in three to 12
annual instalments. This resulted in loss of R4.A Trore towards interest as
of 31 March 2004 computed on the basis of lowest oé interest charged by
State Government on loans.

After this was pointed out, Finance Department ptagk in June 2004 the
audit observation regarding non existence of cedifguidelines to grant
interest free loans and stated that in view offthancial incapability of the
sick PSUs for repayment of the guaranteed loansieBment settled the
cases by granting interest free loans. The reply mad tenable as sanction of
interest free loan was not covered under the |adioypof the Government.

60 Finance Department has maintained the year wise pit®n.
Food Supply and Consumer Welfare Department has noutstanding loan/interest.
61 Finance, Industries
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| Non/short levy of interest

8.2.9 As per the provisions contained in FD circularfafgust 1997, the
loan sanctioning authority is required to maintiaan register in a prescribed
format and take timely action for recovery of laamd interest by way of issue
of demand notices. In case the loanee fails tohdig®e the liability in time,
suitable legal action should be initiated immediateérhe circular also
provides for realistic assessment of the abilityhef loanee before the loans
are sanctioned.

. Test check of records of Energy Department revealad
February 2005 that while raising demand against G¥ih March 2004 for
the years 2002-03 and 2003-04, the Department riectly computed the
interest as Rs.73.05 crore on the loan of Rs.576t8f against Rs.145.97
crore at the prescribed rates ranging between 8 18.5per cent. This
resulted in short levy of interest of Rs.72.92 eroBesides, interest of
Rs.497.51 crore demanded as of March 2004 also imechaunrealised
(October 2005).

After this was pointed out in February 2005, thep&ément admitted the
error and agreed to revise the demand.

. Test check of records of Schedule Tribe and Sclke@alste (ST &
SC) Development Department revealed that loan ofl0R83 crore was
sanctioned in March 1999 in favour of Tribal Deysitent Co-operative
Corporation (TDCC) Ltd. for repayment of their datsding loan with State
Bank of India. The loan was recoverable 12 yeanbtalments with 1%er
cent interest. Though the instalments of principal amerest were due for
repayment with effect from January 2001, the Capon did not pay the
dues as of March 2004. The Department did not rdeseand of Rs.12.70
crore towards principal (Rs. 4.26 crore) and irder@Rs.8.44 crore) as of
March 2004.

After this was pointed out in March 2005, the Déypant stated in April 2005
that demand for principal and interest was notehidue to poor financial
position of the TDCC and on the request of the Gaton, a proposal for
sanction of fresh grant to square up the loanlitghvas sent to FD. The reply
is not tenable in view of the conditions prescrif@drecovery of loan.

Non realisation of interest \

8.2.10 The Government of Orissa vide Office Memorandun®ofober 1975
decided that ways and means advance may be givethetodeserving
Government Companies, Corporations and Undertakirsgbject to
availability of funds and terms and conditions sfied therein. The advance
is required to be recovered within the financiahryen which it was paid. In

62 Orissa Hydro Power Corporation
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case of default by the loanee in respect of tha &a&d/or payment of interest
such amount shall be realised as arrears of larmhte.

Test check of records in FD revealed that ways amhns advance of
Rs.58.22 crore were sanctioned to seven orgarﬂéﬁibetween June 1999
and January 2003 carrying interest at the rate8gbet cent including penal
interest of threger cent. Three organisatiofrepaid principal amounting to
Rs.10.65 crore (against Rs.13.30 crore) and dighagptinterest. However, the
Department did not take any action to recover thté@e dues while releasing
fresh grant/assistance. This resulted in non #dis of loan of Rs. 47.57
crore and interest of 35.54 crore as of March 2004.

After this was pointed out in May 2004, the FD a&gtan April 2005 to
recover the outstanding dues from loanees at the ¢if release of budgetary
provisions.

. Under the provision of FD circular of August 19%tiministrative
department shall take timely action for recoverjoains and interest by way
of issue of demand notice. As per para 209(2) oFR®&ol-l and FD circular
of September 1993, in the event of default in repayt of principal or interest
a penal rate of interest over and above the noratak is leviable on the
borrowing organisation as specified in the sanctiater. In case, the loanee
fails to discharge the liability in time, legal et should be initiated
immediately. Further, the Government vide notificat of January 2003
decided that (i) moratorium on debt servicing bylBRO and OHPC to State
Government would be allowed from the financial y2801-02 till 2005-06
except the amount in respect of loan from World IBemthe extent the State
government is required to pay to the Governmerindfa (GOlI), (i) World
Bank loan would be passed on by the State GovermmoeGRIDCO and
DISTCOS at 7(er cent loan at the rate of 13 cent interest per annum and
30 per cent would be grant (ii) GRIDCO should take prompt aeftective
action for payment of interest towards World Banokrl. In case of default,
this should be adjusted out of the release to GRIDC

Test check of records of Energy Department revetilatiloans of Rs.915.05
crore were granted to five organisatiohsetween 1999-2000 and 2003-04 for
Power Sector Reform Project Work. The loans weceverable in 10 annual
instalments after moratorium of five years with @& cent interest. In the
event of default in payment of instalments, penadriest of 3.5er cent over
and above the normal rate was also leviable. ThahghDepartment raised
demand for repayment of loan/interest, the loangarosations did not repay
the dues. No further action to recover the duestaksn by the Department.
This resulted in non realisation of interest of183.83 crore being interest on
70 per cent of the World Bank loan payable by the State Gowemt to GOI

63 Orissa State Co-operative and Rural Development Ban Co-operative Sugar Industry, Nayagarh,
Industrial Development Corporation, Orissa TextileMill, Sarala Weaver Co-operative Spinning
Mill, Aska Spinning Mill and Kali Co Spin.

64 Co-operative Sugar Industry, Nayagarh, Industrial Development\Corporation, Calico Spin.

65 GRIDCO, CESCO, NESCO, WESCO, SOUTHCO
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in terms of notification of January 200®id, besides penal interest of
Rs.57.70 crore was also payable for default in gayrof the dues.

After this was pointed out, the Department whileeagng to levy the penal
interest stated in June 2004 that as per Governnitification of
January 2003 moratorium on debt serving was extenite the loanee
organisations up to 2005-06. The reply was not bilenas the extended
moratorium period was not applicable in case of M/Bank loans.

\ Loss due to delay in disbursement of loan

8.2.11 GOl releases funds for various purposes to thie Savernment with
the condition to disburse the same to the implemgragencies within seven
days of release by GOI.

Test check of records of three Departm&ntevealed that out of Rs.924.51
crore released by GOI during 1999-00 to 2003-04 ¢t4.922.60 crore was
disbursed to the implementing agen&eas the loans released by GOI carry
interest ranging between 10jer cent and 13 per cent, the delay in
disbursement resulted in loss of interest of R8b6rore.

After this was pointed out, the administrative dépants stated that the delay
occurred due to the time taken for obtaining corenge of FD, unfavourable
ways and means position of the State, delay in mgakiidget provisions as
well as execution of agreement with the borrowimgamisations. The reply
was not tenable as delay in releasing the fundgeven days contravenes
the condition of GOI sanction order. FD may dewassystem to release the
funds within seven days of their release by GOI.

Loss of revenue due to irregular adjustment of priipal against the
repayments

8.2.12 As per provision contained in Rule 205(V) of OGRRI.-I, unless
otherwise specifically stipulated, interest shak Ibhe first charge on
repayment.

Test check of records in FD revealed that®wmplementing agencies repaid
Rs.20 crore between April 1999 and January 200Qveter, while posting
these credits in the loan ledger the FD incorreatljysted the amount towards
principal instead of crediting into interest accbfirst as required under the
provisions of OGFR. Incorrect adjustment of thisoammt resulted in loss of
interest of Rs.2.74 crore.

66 Energy, Housing & Urban Development and Food Suygly and Consumer Welfare Department.
67 GRIDCO, CESCO, NESCO, SOUTHCO, WESCO, OSCSC andrtan Local Bodies.
68 Industrial Development Corporation (IDC) & Orissa Hydro Power Corporation (OHPC)
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After this was pointed out in May 2004, the Depamtmstated in April 2005
that due to unsound financial position of the PStde, amount paid by the
units was adjusted towards repayment of principaé reply is not tenable as
adjustment of repayment towards principal beforgisichent of interest was
against the codal provisions.

Non finalisation of terms and conditions

8.2.13 As per provision contained in Rule 205 and 2000GFR Vol-I, no
loan shall be sanctioned before the loanee fureisheritten undertaking of
acceptance of the terms and conditions. Furtheg peaof the FD circular of
August 1997 stipulates that the sanctioning autyatall not draw the loan
until a bond in the specified proforma is receifteain the loanee.

Energy Department sanctioned loan of Rs. 15 croré&SRIDCO between
November 1999 and January 2000 from Calamity Réliefd for repair and
restoration of power supply in the cyclone affecegias without furnishing of
requisite bond and finalisation of terms and caodg. Disbursement of loan
without completing the requisite formalities/teraisd conditions resulted in
non realisation of interest of Rs.8.45 crore aklafch 2004 worked out at the
rate of 13per cent per annum applicable to similar loan.

After this was pointed out, the Department statedpril 2005 that the terms
and conditions could not be finalised due to pegdiacision to convert the
loan into grant. The reply is not tenable in view @rcular of FD of
August 1997 and provision of OGFR.

| Non levy of penal interest

8.2.14 As per Para 209 (2) of OGFR Vol. | and FD circutdrSeptember
1993, in the event of default in the repayment miigipal or interest a penal
rate of interest over and above the normal ratdésviable on the borrowing
organisations as specified in the sanction order.

Test check of records revealed that Industry Depemt sanctioned two loans
to two organisatiorfé between March 2001 and March 2002 for various
purposes. The loans are repayable in four to n@@syincluding moratorium
period of one year with 13 to J&r cent normal rate of interest. In the case of
default in payment, penal interest at the rate.bfpgr cent was leviable over
and above the normal rates. Though the organisatdd not repay the
instalments, penal interest of Rs.1.92 lakh wadewd as of March 2004.

After this was pointed out, the Department agreedety penal interest
against the defaulting organisations.

69 M/s. Orissa State Financial Corporation and M/sOrissa Small Industries Corporation.
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Recommendations

8.2.15 The absence of well-devised control system and tdokoordination
between the Finance Department and administratiepaiments, and
improper maintenance of records led to non levgrtshealisation, loss of
interest and non realisation of interest of Rs.@21crore. Despite adverse
impact of such loss on the ways and means posikomgnce Department
made no concrete efforts to enforce the provisiofsloan policy and
Acts/Rules to realise the overdue principal andregt. Government was not
in a position to initiate timely action for theiealisation. However, the
State Government may consider the following to iowpreffectiveness of the
system.

¢ ensure maintenance of basic records like loaneledgd DCB register
etc.,

¢ ensure submission of periodical returns etc. andcitming at FD/
Government level to watch repayment of loans/irstere
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8.3  Non levy of inspection fees

Government of Orissa, Department of Energy vide ifioation of
December 2001 revised the fees for testing andestgm of installations
effective from 29 March 2002. As per the notificatj distribution companies
are required to collect inspection fees from domestd commercial service
connections and deposit the same with the Goverhmen

Test check of records of thr8eElectrical Inspectors (El), revealed in
February 2005 that no demand for collection of @wsipn fees of Rs. 5.87
crore for the years 2002-03 and 2003-04 was raggihst three distribution
companies. As a result, there was non levy of icispe fees of Rs.5.87 crore.

The matter was reported to Chief Electrical Inspe¢CEI)/Government in
March 2005. CEl stated in July 2005 that demandatde inspection fees was
raised. Final reply on realisation had not beerived (October 2005).

8.4  Loss of revenue due to short levy of inspectidaes \

Indian Electricity Rules (IER) 1956, provide thahen an installation is
already connected to the supply system of the spglvery such installation
shall be periodically inspected and tested eitlyanbpector or by the supplier
as may be directed by the State Government. Tleeofafiees payable for the
categories of installation which are subject topawion periodically was
notified by Energy Department in September 1991 amedised in
December 2001, effective from 29 March 2002.

Test check of records of Deputy Electrical Insped@y. El), Angul and

Damanjodi in February 2005 revealed that Dy. Elgéinlevied inspection

fees for the years 2002-03 and 2003-04 at the evesad rate instead of
revised rate for substations of distribution comeanThis resulted in short
levy of inspection fees of Rs.1.95 crore. The Dy, Bamanjodi did not

include charges for service connection of Rs.38 lakile raising demand for
inspection fees. As a result, Government sustdiogsi of revenue of Rs.2.34
crore towards inspection fees.

The matter was reported to CEl/Government in M&@05; CEI in June 2005
agreed to raise demand at revised rate.

70 Balasore, Berhampur & Bhubaneswar.

80



Chapter-VIII Other Departmental Receipts

8.5 Non levy of electricity duty

Under the Orissa Electricity Duty (OED) Act, 196hda Rules made
thereunder, electricity duty (ED) shall be leviedlas payable to Government
on the energy consumed by a person who generatbsesiergy for his own
consumption.

Scrutiny of records of Superintending Engineer (BEjects Generation
Circle, Keonjhar revealed in September 2004 thas. NKonark Met Coke
Limited (KMCL) and M/s. Orissa Sponge Iron Limité@SIL) generated and
consumed 6.19 crore and 3.13 crore units of etastriduring the period
between April 2003 and March 2004. No demand far IR86 crore towards
ED was raised. This resulted in non realisatioregénue of Rs. 1.86 crore.

After this was pointed out in audit in Septembe®£20SE Projects agreed to
realise the dues from M/s. OSIL and to initiateegtiticate case for recovery
of arrears from KMCL.

The matter was reported to Government in Octob&r2€eply had not been
received (October 2005).

8.6  Non/short realisation of electricity duty

Under the provisions of OED Act, as amended frametito time and Rules
made thereunder, ED shall be collected from thesemer and paid to
Government. The Act further envisage that wherehsi® collected by
licensee from the consumer was not paid to Govenhméthin 30 days of
expiry of month in which the duty is collected, BUicensee shall be liable to
pay interest at the rate of p8r cent per annum. Further, under clause 95 of
Orissa Electricity Regulatory Commission (OERC) i@ition of Supply)
Code, 1998 the amount paid by the consumer shdirsteadjusted towards
ED and in case of part payment by the consumerptbportionate share of
duty from the total collection shall be adjustedtfi The Government raised
the rate of ED from 12 paise to 20 paise per unith weffect from
October 2001.

. Test check of records of El, Balasore in Febru@@=2revealed that a

consumer, M/s. Ispat Alloys paid Rs.15.89 crorethe licensee towards

energy charges and electricity duty for the peffoch January 2004 to March
2004. The licensee, North Eastern Electricity Syppb. (NESCO) however,

adjusted the entire amount of Rs.15.89 crore agameygy charges instead of
remitting Rs.59.51 lakh to Government account tas&D. No demand was
raised to realise ED of Rs.59.51 lakh from thergm®e. Besides interest of
Rs.2.52 lakh leviable for belated payment as ofdii@2004 was not levied.

This resulted in non realisation of Government nexe of Rs.62.03 lakh

towards ED and interest.
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After this was pointed out in audit in February 30the El, Balasore stated in
June 2005 that the licensee NESCO agreed for payohetectricity duty and
an amount of Rs.32 lakh deposited towards arrear ED

The matter was referred to Government in March 208ply had not been
received (October 2005).

. Test check of records of SE (Project), Generationl€ Keonjhar in
September 2004 revealed that ED of Rs.57.90 lakbk mgalised from an
industrial consumer at the rate of 12 paise pet faniconsumption of 6.63
crore units of energy between June 2003 and Mabod s against Rs.132.67
lakh at the revised rate of 20 paise per unit. Uihié was availing exemption
prior to 11 June 2003. This resulted in short sadilbn of Rs.64.67 lakh
towards ED. Further interest of Rs.3.03 lakh catad as of March 2004 is
also payable on the outstanding dues. No demandaised for realisation of
Rs.67.70 lakh towards ED including interest.

The matter was reported to the Department and Gawent in October 2004;
reply had not been received (October 2005).

8.7  Loss of revenue due to irregular exemption oflectricity duty \

As per Industrial Policy, 1996 industrial units aggd in iron and steel
processors including cutting sheets, bars, angtals, MS sheets, etc. are not
eligible for exemption from payment of electricduty.

Test check of records of Electrical Inspector (Bhubaneswar revealed in
February 2005 that M/s. Prinik Industries Privatenited engaged in

manufacturing ingots from iron scrap in the proceksutting, melting and

casting was allowed exemption from payment of ERef27.18 lakh for the
period between 13 September 2001 and 31 March 2004. unit being

ineligible, grant of exemption from payment of EDasvirregular which

resulted in loss of revenue of Rs.27.18 lakh.

After this was pointed out in February 2005, theBBubaneswar stated that
exemption was granted on the recommendations dfi@isndustry Centre.
The reply was not tenable as the EIl allowed examptd an ineligible unit
without bringing it to the notice of the Industriégpartment.

The matter was reported to Government in March 20€ply had not been
received (October 2005).

\ 8.8  Non realisation of audit fees

Section 62 of Orissa Co-operative Societies (OC&) 1862, read with Rule
57 of OCS Rules empowers the Auditor General ofo@erative Societies
(AGCS) to cause audit of accounts of such societleish have been assisted
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by State Government in any manner by one or modit@as authorised by
him. The co-operative societies have to pay feethéo State Government
towards cost of audit at the rate prescribed by 8G@th approval of the
State Government.

Test check of records in the office of AGCS in Jajyu2005 revealed that
Orissa Milk Federation (OMFED) did not pay Rs.12l@Rh towards audit
fees for the years 2000-01 and 2001-02. Althoughoéit of Rs.15.58 lakh in
2001-02 was exhibited in Profit and Loss accounOMFED, yet audit fee
remained unrealised from the Corporation.

After this was pointed out in audit in January 200t AGCS stated in
June 2003hat OMFED paid Rs.5.82 lakh for the year 20004#91hie month
of March 2005.

The matter was reported to Government in Janua@b.2@Government in
July 2005 confirmed the fact of payment of audg fer the year 2000-01.
Realisation of audit fee for the year 2001-02 haut been intimated
(October 2005).

Bhubaneswar (Nand Kishore)
The Accountant General (CW & RA)
Orissa

Countersigned

New Delhi (Vijayendra N. Kaul)
The Comptroller and Auditor General of India
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