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OVERVIEW 

This report contains 35 paragraphs including 3 reviews relating to 
non-levy/short levy of taxes, interest and penalties etc., involving 
Rs.340.66 crore. Some of the major findings are mentioned below: 

t•urm 0e.teril:Vi1 
• The total receipt of the State Government for the year 2002-2003 

was Rs.8,657 .02 crore. 

Revenue raised by the State Government during the year \\as 
Rs. 7,357.53 crore comprising tax revenue of Rs.5,549.68 crore and 
non-tax revenue Rs.1,807.85 crore. Receipts under taxes on sales, 
trade etc. (Rs.3,337.43 crore) and state excise (Rs.878.82 crore) 
constituted a major portion of receipts of tax revenue. Under non
tax revenue, major receipt was from road transport 
(Rs.451.83 crore). The State also received Rs.756.59 crore as its 
share of net proceeds of divisible union taxes, which had increased 
by Rs.306.34 crore over the previous year. An amount of 
Rs.542.90 crore was received as gr.ants-in-aid from Government of 
India. The increase of Rs.29.86 crore compared to the previous 
year was mainly due to receipt of more grants under the Non-Plan, 
State Plan and Central Plan Schemes. 

(Paragraph I. I) 

• Arrears of revenue at the end of March 2003 as reported by the 
major departments were Rs.576.98 crore. 

(Paragraph I. 8) 

• Test-check of records of taxes on sales, trade etc., stamp duty and 
registration fee, state excise duty, passengers and goods tax, taxes 
on motor vehicles, entertainment and show tax, agriculture 
(purchase tax and crop husbandry), electricity duty, public works 
(irrigation, public health and buildings and roads), land revenue, 
home (police), fisheries, mines and geology, forest, rehabilitation, 
co-operation, state lotteries, medical, animal husbandry and 
industries departments conducted during 2002-2003 revealed 
under-assessment of taxes and duties ; loss of revenue etc. 
amounting to Rs.439.39. crore in 1,56,286 cases. The departments 
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concerned accepted under-assessment etc. of Rs.202.69 crorc of 
"hich Rs.200.53 crore pertained to the }ear 2002-2003 and the rest 
to earlier years. An amount of Rs.6.16 crore in 80 l cases had 
already been recovered. 

(Pllragraph /.14) 

• Inspection reports containing 6,820 audit obsenations '' ith money 
value of Rs.890.63 crore (issued upto December 2002) were 
outstanding for want of final replies from the departments. 

(Pllragraph 1.15) 

A re' iew on "'Pendenc) of appeals at various levels and its impact 
on revenue collection" inter-alia re\.ealed the follo\\ing:-

• As against the arrears of Rs. I 00.4..t crore im·olved in 1,6 l 0 cases 
pending finalisation with 4 Joint Excise and Taxation 
Commissioners (Appeals) :tt the end of the year 2001-02, 
Rs.5.34 crore only had been shown in the arrears statements by the 
office of the Excise and Taxation Commissioner resulting in 
suppression of arrears of Rs.95. lO crore. 

(Paragraph 2. 2. 6) 

• In 42 appeal cases decided involving revenue of Rs.1. 73 crore, the 
final orders of the Appellate Authorities were communicated late 
by 3 to 12 months. 

(Paragraph 2.2. I 1) 

• In contravention of departmental instructions, 144 stay cases 
im olving revenue of Rs. 7.80 crore were decided after delays 
ranging between l to 46 months beyond the prescribed period of 
3 months. 

(Pllragraph 2.2. 13) 

• 234 remand cases, involving revenue of Rs.12.46 crore, were 
finalised after expiry of the prescribed period of six months from 
the date of receipt of orders and 191 cases, involving revenue of 
Rs.16.59 crore, were pending finalisation for more than six months 
beyond the prescribed period of 6 months. 

(Paragraph 2. 2.16) 

• In 27 cases, notional sales tax liability of Rs.5.32 crore was under
assessed due to inadmissible deductions from gross turnover, non
le\.y of purchase tax and calculation mistakes. 

(Paragraph 2.3) 

• Tax of Rs.60.90 lakh was not levied on goods valued at 
Rs.6. 78 crore purchased from exempted units and sold in the 
course of inter-state trade or commerce. 

(Paragrllph 2.4) 

VIII 



• In case of 2 dealers, interest of Rs.48.91 lakh was not levied and no 
action was taken to recover tax of Rs.46.62 lakh as arrears of land 
revenue. 

(Paragraph 2. 8) 

• In case of 5 dealers, tax of Rs.48.17 lakh was short levied due to 
incorrect computations and application of incorrect rate of tax. 

(Paragraph 2. 9) 

• Misclassification of goods resulted in under-assessment of tax of 
Rs. I 0.97 lakh. 

(Paragraph 2. I/) 

• The department did not levy tax on the inter-state sale of rice 
resulting in under-assessment of tax of Rs.14.15 lakh. 

(Paragraph 2. 14) 

• Inadmissible rebate allowed in two cases resulted in under
assessment of tax of Rs.15.15 lakh. 

(Paragraph 2. I 6) 

• The department did not raise demand for tax of Rs.6.33 crore and 
interest of Rs.4.47 crore against 3 dealers who had closed their 
business within the exemption period or within a period of five 
years after the expiry of the exemption period. 

(Paragraph 2. 17) 

• Under-valuation of immovable properties in 25 cases of 
conveyance deeds resulted in evasion of stamp duty of Rs. t 0.37 
lakh and penalty of Rs.1.25 lakh. 

(Paragraph 3. 2) 

• Stamp duty of Rs.14.03 lakh was short levied on 25 compromise 
decrees registered by the department. 

(Paragraph 3.3) 

• Inadmissible exemption allowed in 25 releases of ancestral 
properties resulted in evasion of stamp duty of Rs.6. 75 lakh. 

(Paragraph 3. 4) 

IX 
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• The department did not raise demand for interest of Rs.1.43 crore 
payable for delay in payment of instalments of licence fee. 

(Paragraph 4. 2.) 

• Passengers tax of Rs...t6.54 lakh due from 69 transport co-operative 
societies plying buses on various link roads was not deposited. 

(Paragraph 4. 4) 

• Permit fee/countersignature fee of Rs.15.21 crore was short levied 
in 37,378 cases. 

(Paragraph 4. 5) 

• Token tax of Rs.56.80 lakh and penalty of Rs. l.14 crore was 
neither demanded by the department nor deposited by the 
transport co-operative societies. 

(Paragraph 4. 6) 

• Driving licence fee amounting to Rs.12.44 lakh for driving 
additional class of vehicles was not charged in 7 ,6 l l cases. 

(Paragraph 4. 7) 

• Entertainment duty of Rs.6.70 lakh payable by 13 video-owners 
was neither deposited by them nor demanded by the department. 

(Paragraph 4. 8) 

• Purchase tax of Rs.32.23 lakh and interest of Rs.5.34 lakh was not 
received from a co-operative sugar mill. 

(Paragraph 4. 9) 

x 
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5. Non--Tax Receipts 

-~{)-Opuation 

A review on "Receipts (other than interest) from co-operative 
societies" inter-alia revealed the following:-

• Out of 22,665 co-operative societies to be audited during the year 
2001-02, 9,215 societies remained unaudited as on 31 March 2002, 
of which 2,739 societies were not audited for more than 5 years. 

(Paragraph 5.2.5) 

• Audit fee of Rs.SS.SO lakh had been short recovered from 
I 09 Societies. 

(Paragraph 5. 2. 9) 

• Audit fee of Rs. l.24 crore was charged/levied short due to 
incorrect computation of profit/application of rates. 

(Paragraph 5.2.10 and 5.2. 11) 

• Dividend of Rs.49.72 lakh declared on government share capital 
was not deposited in government accounts by 4 societies. Besides, 
revenue of Rs.4.98 lakh was foregone by way of interest on account 
of non-deposit of dividend. 

(Paragraph 5. 2.12) 

• Potential earning of Rs.5. l 9 crore on account of dividend could not 
be realised as 32 profit earning societies did not declare dividend 
on government share capital. 

(Paragraph 5.2.13) 

• Non/belated fixation of terms and conditions for redemption of 
government share capital resulted in non-redemption of share 
capital of Rs.30.63 crore. Besides, share capital of Rs.15. 70 crore 
due for redemption upto 31 March 2002 had not been redeemed. 

(Paragraph 5. 2.15, 5. 2.16 & 5. 2.17) 

6.~"'NO OtJiei{'N~.O:TAx'R«ei ts w 
•"• WN N. ·~-. '" ,.. ,.-,, p 

{Af ' Fimi9.it]'.>eP.artmetJt 

A review on "Receipts from Guarantee Fee" inter-alia revealed the 
following:-

• As against the increase of 32. 75 per cent in state revenue during 
1997-98 to 2001-2002, the total outstanding guaranteed amount 
increased by 173 per cent, indicating increase in contingent 
liabilities to a significant extent over the same period. 

(Paragraph 6.2. 6) 

XI 
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• Non-levy of guarantee fee 
boards/corporations/institutions resulted in 
resources of Rs.57.34 crore during 2000-01. 

in respect of 
short mobilisation of 

(Para1:raph 6.2.8) 

• Guarantee fee of Rs.118.22 crore for the years 19~4-~5 lo 2001-02 
was short levied due to ~application of incorrect rate. 

(Paragraph 6.2. 9) 

• Fou r power corporations and twelve boards/corporations/co
openitive banks/sugar mills did not pay guarantee fee of 
Rs.13.11 crore. 

(Paragraph 6.2.10 & 6.2.11) 

(~) '· hlb.U&.l¥9:r~'. l!!ita rtm~•t:t(rriga ti<~~~)'.i.:I: 

• Departmental receipts amounting to Rs.67.34 lakh were utilised 
towards expenditure in contravention of coda! provisions. 

(Para1:raph 6.3) 

• Contribution towards supervision charges amounting to Rs.3.87 
crore due from various municipal committees was neither paid by 
the municipal committees nor demanded by the department. 

(Paragraph 6.4) 

• Auction of fishing rights during 2001-02 and 2002-03, much below 
the average of the contract amount received during the preceding 
three years, resulted in loss of Rs.22. 72 lakh. 

(Paragraph 6. 5) 

• Sales tax amounting to Rs.11.33 lakh was not levied/recovered on 
sale of timber valued at Rs.1.42 crore. 

(Paragraph 6. 6) 

XII 
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A review on " Receipts (other than interest) from co-operative 

societies" inter-alia revealed the following:-

• Out of 22,665 co-operative societies to be audited during the year 
2001-02, 9,215 societies remained unaudited as on 31 March 2002, 
of which 2, 739 societies were not audited for more than 5 years. 

(Paragraph 5.2. 5) 

• Audit fee of Rs.55.50 lakh had been short recovered from 
I 09 Societies. 

(Paragraph 5. 2. 9) 

• Audit fee of Rs. l.24 crore was charged/levied short due to 
incorrect computation of profit/application of rates. 

(Paragraph 5.2. /(}and 5.2. I I) 

• Dividend of Rs.49.72 lakh declared on government share capital 
was not deposited in government accounts by -' societies. Besides, 
revenue of Rs.4.98 lakh was foregone by way of interest on account 
of non-deposit of dividend. 

(Paragraph 5.2.12) 

• Potential earning of Rs.5.19 crore on account of dividend could not 
be realised as 32 profit earning societies did not declare dividend 
on government share capital. 

(Paragraph 5.2.13) 

• Non/belated fixation of terms and conditions for redemption of 
government share capital resulted in non-redemption of share 
capital of Rs.30.63 crore. Besides, share capital of Rs.15. 70 crore 
due for redemption upto 3 t March 2002 had not been redeemed. 

'6! .. ;~,.t~it'Utl\~ii~9'.lm~iR~iiiiJ~f'l~ 

(Al;::~·· .. .. fi,til~tt Jl,,lf)ij.1.foe~~!·]I 

(Paragraph 5.2.15, 5.2.16 & 5.2.17) 

A review on "Receipts from Guarantee Fee" inter-alia revealed the 
following:-

• As against the increase of 32.75 per cent in state revenue during 
1997-98 to 2001-2002, the total outstanding guaranteed amount 
increased by 173 per cent, indicating increase in contingent 
liabilities to a significant extent over the same period. 

(Paragraph 6. 2. 6) 

XI 



. lucl// Report (Re1·e1111e Rec.et p t.') jiir tlte \'ear e11clecl 31 ,\ lnrc Ii :;003 

• Non-levy of guarantee fee in respect of 
boards/corporations/institutions resulted in short mobilisation of 
resources of Rs.57.3~ crore during 2000-0 I. 

(Parllgraph 6.2.8) 

• Guarantee fee of Jls.118.22 crore for the years 1994-9~ lo 2001-02 
''ms short levied due to application of incorrect rate. 

( Pllragraph 6. 2. 9) 

• Four power corporations and twelve boards/corporations/co
opernth e banks/su~ar mills did not pay guarantee fee of 
Rs.13.11 crore. 

( Ptlragraph 6.2. l 0 &: 6.2.11) 

(8) Publif,VorkS Dei!a•1meut {lrrigatfot\) NY~ 

• Departmental receipts amounting to Rs.67.3~ lakh \\ere utilised 
towards expenditure in contravention of codal pro\isious. 

(Pllragraph 6.3) 

(C) Urbau l>evefopment Department 

• Contribution towards supervision charges amounting to Rs.3.87 
crore due from various municip:al committees was neither paid by 
the municipal committees nor demanded by the department. 

(Paragraph 6.4) 

(D} Fish~ries~Departmeot 

• Auction of fishing rights during 2001-02 and 2002-03, much below 
the average of the contract amount received during the preceding 
three )ears, resulted in loss of Rs.22. 72 lakh. 

(Paragraph 6. S) 

• Sales tax amounting to Rs. l l.33 lakh was not levied/recoHred on 
sale of timber valued at Rs. I .42 crore. 

(Paragraph 6. 6) 

XII 
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CHAPTER-I: General 

Tax and non-tax revenue raised by the Government of Haryana during the year · 
2002-03, the State's share of divisible Union Taxes and grants-in-aid received 
from the Government of India during the year and the corresponding figures 
for the preceding four years are given below: 

::lt:::·:i:': ::1·:1,1·:.:1111~111~:\1·1:1::::: ·::!:::1,11111~1,.ll'll '1:·1~111~11111. ll.11111~111.~l·i:l ilii:,!:[ll~:~il~ill··:i!.i lilll:~ll~~ll:i,i 
n 

(a) 
(b) 

[Il 

(a) 

(b) 

m 

!IV 

** 

Rcve1111J1c misc<! b~· Hie State Governmcn1t 
Tax revenue 3,119.62 3,517.61 
Non-tax_ 1,518.02 1,259.06 
revenue (944. 95) (988. 97) 
Total([) 4,637,64 4,776.67 

(4,064.57) (4,506.58) 
Receipts from Govcrnme111t of hufon 
State's share** 480.04 525.27 
of net proceeds 
of divisible 
Union Taxes 
Grants-in-aid 361.01 464.81 
Total (H) 84] .115 990.118 
Total recc_ipts 5,478.69. 5,766.75 

. of tlhc State . (4,9415.62) (5,4%.66) 
(Il + H) 
Percentage of' H 85 83 
tom (83) (82) 

(Rupees n111 crm·c) 

4,310.55 
1.439:39 

(1,128.10) 
5,749;94 

(5,438.65) 

' 

345.81 

478.1,.1. 
823.95 

6,573.89 
(6,262.60) 

87 
(87) 

4.971.19 
. l.666.07 

(1.266.56) 
6,637.26 

(6~237. 75) 

450.25 

513.04 
%3.29 

7,600.55 
(7,20].04) 

87 
(87). 

5.549.68 
. 1.807.85 
( 1.374.40) 

7,357;53 
(6,924J18) 

75(J.59 

. '542.90 
i,299A9 
8,657.112 

(8,223.57) 

85 
(84) 

,, . 

The non~tax revenue for 1998-99. 1999-2000. 2{J00-200 I. 2001-2002 and 2o(J2-03 
·includes gross receipts .from State Lotteries amounting to . Rs.573.07 crore. 
Rs,255.10 crore. Rs. 295.52 crore. Rs. 388.29 crore and Rs.406.53 c·rore. against 
\Yhich expenditure. of Rs.573 .07 crore. Rs 270.09 crore. Rs 311.29 · crore. 
Rs 399.5.1 crore and Rs.433.45 crore respectively was i11curred 011 mnning of r6i\ 
lotteries' schemes. The net receipts from State Lotteries was nil in 1998-99 and ~ 
negative in subsequent years· i.e. (-) Rs.14. 99 crore in 1999-2000. (-) Rs.15.77 crore 
in 2000-2001, (-) Rs:l l.22 crore in 2001-2002.and (-) Rs.26.92 crore in 2002"03 IY 
To make the figures comparabk for these years. receipts frori1 prize-winning tickets 
have been accounted for and net receipts after reducing expen~iture oli prize-winning 
tkkets h<ive been shown in brackets. 
Fcir details please ·see ··statement No. I I-Detailed Accounts .of Revenue by Minor 

· Heads" in the Finance Accounts of Government of Haryana for the year 2002-2003. 
Figtires_ of ··tax-share or net proceeds assigned fO S1<1tes" bo.oked in· the Fimmce 
Accounts imder A-Tax Revenue luive been excluded from Re,ienue raised by the 
Staie and included in State· s share of divisible Upion taxes .in tl~is Siatement. 

.,;; 
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1.1.1 Grtmts-in-aid --
Details or grants-in-aid received from Government of India are as under: 

P~rnc:ul.an:ur ·' ' · 
.· grllittj<i,fl>-airl :. . \:.· . ·~· .:-:=:::.··· 

.. >,21).j)t_~ : .. ;i.tl02:-0J 

:\:;, :::.:=:· 

• \1111111111 / 

l,t•ITl' lll:t!!l' 

\1111111111 

Pt·rTt•nta2t· 

. \1111111111 I 

1'1·1..-1·11laj!t' 

( H11p1·"' i11 1·1·11n·) 

. \1111111111 
Pt\rt't•nla!!.t' 

\1111111111 / 

Pt·n.·t·ntaj;!t· 

-

l\iu11-l'L111 
.. ., I~ xx I<;•) 

( 1 I J 
I()') 

(20) <I 1 l (7) ( I l<l 

l'l.111 11-l -111 J')() 15-l .j 1-l 

tX7l t')1) (X2) d19) (XII) 

Tora I J(>I 46:" -l7X 51J :'4.1 
( lllll) ( 11111) ( 11111) ( 11111) (l 1111) 

1.1.2 Detail s of tax re\'enue raised during the year 2002-03 , alongwith the 
figures for the preceding four years, are given below: 

~- . 

•• 

m~d u( 
tl!\'l!ll)l(.';.. 

r1:~~iJ11l!f' 

'J "'~' lln Sak' 
I rad~ d• 

1.1) ( i.:11.:1.11 

'\ak·' LI\ 

thl t'.:nt1a l 

Sak' J ,I\ 

St.it ' I '~".: 

Sta111r l>ut' ;11111 
l~..:-~1, lr .1 lhlll 

I .:~ 

·1 a\~' and 
Dut1~, •Ill 

11,_.n,11' (I DJ 

T'''"'' ,1n 
\'d11d .. , 

;:;. 
··:·:::·:· 

1.1 15 70 

77-l <>1 

-14.5.1 

71 17 

( l{UJll't'S ill l'l'lll'l') 

2. 10(1.6 7 2.-170.1 (1 ( ) 17 

<.J I 4 <; ')27 77 (" ) 1 

7(15 I<. X-l() 51• X75 1') X7l< 72 ( )0 . .1!< 

-l 19 !-l 4XX 2'J 541 J<) 

°() c.x ( · l ')7 

X4 77 10 1 «2 11-l \') C ) 10 

The actu;ll receipt dur111g 2000-200 I \HIS Rs +2 .2 7 crore The di ffcrc11cc bet \\ ec11 
actual rcali ;111011 or dut) and the amounl accou11ted for in the books or AG (A&El 
Ha t>a11a. \\as due to 11011-adj11st111en1 of subsid) of Rs.19 18 crore sa 11ctio11cd in lieu 
or Electncit) Dul~ and non-receipt of dut) amounting to Rs 2 +I crorc from 
collectlllg agencies 

During 2001 -02 actual receipt or Electric it~ Dut) was Rs.52 O I crore and the 
dilTerence \\<IS due to adJUSt111c111 of gO\·ernment dues of Rs.22.51 crore b) the 
UH BVNL and DHBVNL '' l11ch \\<J S not accounted for in the Finance Acco1111ts. 
Similar!) . during 2002-01 actual receipt was Rs. 52Ji5 crore and dilTerence or 
Rs.5 1 7X crore was due to 11011-adjust111e111 or Electnci t) Out~ against the loa11s 
s<111c1io11cd b~ 1hc S1a1c Gmcr11111c11110 H\'P Las budgc1proris1011s 1111dcr the hci1d 
.. (180 I-Loa ns for Pm1er Projects .. ''ere not mailable. 

2 

~ 1 

' 



,./ 

Chapter-IGeneral · 

· ... 

1••········ · C (Rup~es in crore)' · .. 

6. Taxes on Goods · 315.8i 
.and Passengers · 

7. Other Taxes 
and Duties on· 
Commodities 
and Services 

8. Land Revenue 

Total· 

15.4;7 

3.88 

3,119.62. 

323.85 . 366.66 498:56 652.75 

15.96 12.60 11.74 14.26 

4.29 11.73 19.30 9.87 

3,517.61 ·. 4,310.55 4,971.19 5,549.68 

(+)-31 

(+) 21 . 

(-) 49 

(+) 12 

1.1.J .Details of .. the. major non-tax . revenue received dl1ring the year.· 
2.002-2003, · alongwiththe figures for the preceding four years are given below: 

· ..... ·······.. ·. 

1•11111• 

* 

I. Interest Receipts · 

2. Dairy 
y. Develcipmen.t 

3. 

4. 

5. 

Road Transport 

Other Nori-Tax 
Receipts 

. . 

Forestry andWild 
Life. 

6. Non-ferrous 
Mining 'and 
Metallurgical . 
Iridusiries 

7. Miscellaneous
Gener~I Seryiqef 
(i) State.· · 
Lotteries•• 

(ii) Other than 
Lotteries 

8. ·Power··· 

9. Majo(arid · 
Mediu.m Irrigation 

· .. · : 

. . . . 
: (Rupees in crore) 

183.72 202.23 ·~ . 236.22 332.87 ' 334.27 ·(.f.)0.42 ·. 

<i.61 O.l! 0.12 0.09 0.02 (-) 78 . 

330.03 336.40 378.56 410.74 451.83° (+) 10 

134.68 !55.76 161.99 166.61 222.23 . (+) 33 

19:17 24.90 25.88 24.53 28.97 (+) 18 
.. ., 

65.94 84.80 195.35 139.87 ·· 118:88 (-) 15' 

. 573}7 255."!0 29.5'52 .388:29 
. 'Nil · {(-) 14.99} I {(-)15.77} {(-)Ii.~2} 

406~53 ' (+) 12 
{ (-)·26.92} 

. (-)'252. (-) 1.3! 3.78 (-) 0.73 27.13 

' 

:o.3o 1.80 2.1-3 2.15 . ').95· · c-r9 •· 
6Lo4 38.29 54.30 . 68.51 52.05 (-) 24 

·-· 
(.·' 

Receipts from Road Transport are .gross receipts ofI-Iaryana Roadways. . ,:, 

The fi~es show~ in ,brackets from '1999/woo to 2po2-03 show thaftlie net re~eipts 
. from lotteries w¢re negati:ye. i.e. the Governrrie11t \.vasincurring more:~xpendittire on'·.· 
: -lotteries than receipts: Government n1aY consider the need for contirtuing tile fottery 
· in these circumstances. · 

' 3·· 
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A ~1dit Report (Revenue Receipt.\~ for the year ended 31 Afarch 2003 

•••••••• lo. Medical and 17.19 23.39 23.40 28.32 28.38 (+) 0.21 

: Public Health 

11. Co-operation 6.31 3.87 5.78 5.27 4.97 (-) 6 

12. Puhlic 1Works 3.79 3.26 3.18 6.21 3.98 .(-) 36 

13 Police 10.83 .. 8.93 12.34 16.21 15.54 (-) 4 

Other tl4.46 121.53 130.84 77.13 111.12 (+) 44 \4 
I 

Administrative 
~ervices 

Total .· 1,518.02 1,259.06 1,439.39 I_ 1,666.117 1,807.85 (+) 9 

::111::mmim:~~i~~11ft.4:11mi~11B.1.t.i11t1:91:1!11ittiii~11!~@Y.1.~1;:::m:::::m 
I • 

J 'iitiatives proposed in tlte Bu,(lget Speech 

The budget speech proposed increasing revenue by launching 'ON-LINE' 
lbttery and imposing 20 per cent tax on it during the year 2002-03. The 
:department stated· that the scheme could not be implemented by the 
Government due to procedural bottle-necks. As such desired results could not 

I , 
be achieved. ~ 

I 
I 
I 

11:-=i::1::::::1111ili.liiJ.II9.!1:1iu!f:ti1l.riP.#.t11.11:Mm 
qetails of original budget estimates, revised budget estimates and percentage 
of variation under the principal heads of tax and non-tax revenue for the year 

I . 
2002-03 are as under: 

I. Passengers and 
goods tax 

Other adminis
trative services 

(Rupee~ in erore) 

435.00 

35.40 

(+) 218/53 (+) 50/9 

(+) 76/25 (+) 214/29 

4 

__ / 
' 



. -~ 
\ 

\. 

\~' 

3. 

4. 

5 .. 

6. 

Interest Recc.ipts 

l'vlcdical and 
Public Health 

Contributions 
and recoveries 
towards pension 
and oth<Jr rd ire- k 

.ment hcn.elit~ 

• .. 

(Rupees in crore) 

424.30 425.17 

29.29 31.60 

45.I I 30.00 . 

rv!iscdlmicous . 512. 71 451.26 . 

General services 

Chapter~/ General 

(Rupees in ernre) 

(+)0.20 334.27 (c) 90/(-)91 (-) 21/(-)21 

(+) R 28.38 (-) 0.91/ . (-)3/ 

(-) 3.22 (-) I 0 

(-) 33 72.47 (+) 27.36/ (+) G 1/142 
42.47 

(-) 12 433.66 (c)79.05/. (-) 151(-)4 
(-) 17.60 

Above table· shows that variation under different items between the revised 
estimates and the original budget estimates ranged between ( +) 8 per cent to 
(+)142 per: ce'nt indicating that the original budget estimates were not 

. prepared on realistic basis. · The reasons for variations as furnished by the -
department are as under: 

® Taxes on· Goods and fassengeirs:. The increase over ·budget estimates 
.was due to ·higher collection under H~ryana Local Area Development' 
Tax, Passenger Tax and Goods Tax. 

o Other Administrative Services: The increase over budget estimates:_ 
was due to higher recovery of service charges fro1J1 HµDA. 

Interest Receipt: The increase· over budget estimates'wC1.s.mainly due 
to higher interest receipt from Public Sector/Other Undertakings and 
Other Receipts. · · 

·Medical and Public Health: The increase.over budget estimates was 
'due tb receipt.of unspent balance from Red Cross HC., Gurgaon and 
fees.from admissiOn to newly started 'D' Pharmacy Course. · 

Contribution and ~ecoveries towards pension etc.: The decrease 
over :budget .estimates. was on account of lesser pensiOn contribution 
from:officers sent.sm Foreign Service. · 

Miscellaneous. 2enernl Services: The de6rease over budget estimates 
was due to l~sser sale of Lottery Tickets. · 

5 



I . . . • · .. ·. . 
· ·· A:iiditReport (R_evenue Receipts)for the year ¢nded31N/atch2003 

· 1 .· .. . ' ' . . . . .. '. · ... ·• 

)ili.,!rifiliilll~i-J.il~ill:ilml:tll:lt'-l:~l.llliillili~ID.liIMl 
Variation~ between the revised estimates and: actuals of re~enue receipts for 
t~e y~ar 2002;..2003 jri respect of principal hea~s of tax and n9n,-tax reven~e ' .· 

. ar
1 

e given.below: .. : ·· .·· .. ·· ; ·.•· · ·.. , · . 
"... .·.. . 

1---~-· 
I r Ta~es on Sales, Trade' etc. 

7. State Exdse 

3; Stamp Duty and Registration 
I Fee: · 

· 4 ·Taxes and Duties on 
i . · Electricity ··. 

5. Taxes on Vehicles 

I 
6. Taxes on ·. 'Goods and 
I Passengers 
! 

':'( Other Taxes and Duties on 
1 .Commodities 
I 
~- · · Land Reyenue · · 

I , .. 
9. Interest Receipts 

. I 

·

1

io. Da~ Development . · 

I 
L 

~ 1. • Forestry and wild life · 
. . .... . . ' 

1. 

l2.' . Non..'.ferrous muµng and 
I ·: metallurgical industries · 
: ; .-. 

i 3. Misc. General services 
I 
I 

3,300.00 . 3,337.43 

925.00 , , 878.72 

540.00 54L3.9 
'.· 

. '0.87 

. ·.115.00 

600:00 652)5 

15.85 14.26 

: .... .. ·· . 
. ' .9.87 

·. 425:17 334.27 

·.··. 0.10 

25.75 . 28.97 . 

451.26 . 433.66 

l4. Major and Medium Irrigation-•· .. ·. 77.00 1 
• -· .52.05 

·\ ' :·• ·> .. i .. 
I . < 

. ·· ~5. · Co-operation· · · 5.58 · · · · 4,97 

16.· Police 
1.· 
I 
I 

., . 

l 

·.•· 16~58 '15.54 

:· .... 

6 

(+) 37.43 . (+) 1 

(_;) 46.28 . 

(+}1.39 (+) 0.2 

(-)49.19 (-}"98 

(~) 0.61 (-) 0.5 

(+)52:75 (+_) 9 

(-) 1.59 HIO 

.·.' 

N49.13 '(-) 83 

., 

· H·90'.9o (-) 21 

'(~) 6.08 '.· .. (-) 80 

(+) 3.22 (+) 13 

,H'o.)2 (-) 5 

(-) 17:60 . (-) 4 

. {-) 24;95 (-).32 

.. .. : 

•(~)0.61 (-) 11 

'.H L04 H6 
' 

" 

--~ '• 
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Chapter-I General 

l-··--%@l:rn mrnimrnwm;m11rnimwm11rn1rnHlllE :rnmi:1:11mm1: :mmm:wmmm mrnmm11111::mm1m: Hrn::;:m:::9.:n11nr 
:mmmrnm::::::m;:m1::mmmmm::::1m::::::@m:mm::m:rnnir~11;1;11111m:m::~imm;:~m::11tti)!!!M:mmm:::::::::::n:mm::1111m::1m;;::::iit 
17. Power 1.89 1.95 (+) 0.06 · (+) 3 

18 .. , Medical and Public Health . 31.60 28;38 (-)3.22 c+10 

J9. Public Works 4 .. 50 3.98 (-) 0.52 (-) 12 

20: Other Administrative 85.80 111.12 (+) 25.32 (+) 29 
Ser\rices 

The reasons · for vanat1on between the . budget estimates and actuals · as 
furnished by the Departments are as under: 

Taxes and Duties on Electricity: The actual receipts from electricity · 
· duty were Rs.52.65 crore. the difference of Rs.5·1.78 crore was due to 
non-adjustrnent of electricity duty against the loan sanctioned by the 
State Government to HVPNL, as the budget provision under the head 
"6801-Loans to Power Projects" was not available. 

, L 

Other.Taxes and ;Duties on Oommodities: The decrease in rev~nue 
was due to non-deposit of purchase tax by co-operative sugar mills. 

- . . . 

Land Revenue:. The -decrease of 83 per cent was due to less recovery · 
of mutation fee, revenue talbana (charges for serving summons) arid . . . 
copying fee. · 

• . . " <. 
Interest Receipt: The decrease of 21 per cent was mainly due to lesser 
receipt of · interest from departmental ·commercial undertakings,. 
cultivators, public · sector and other· undertakings; .c co-operative · 
societies. · · 

.. Dairy Deveiopmen~: The decrease in receipt of 80 per cent was due to 
withdrawal of training charges from the trainees by the department arid 

· · deletion of the condition of renewal charges on the registration of miik 
·plants/chilling centres by Government of India. .. 
. . ·' : 

Forestry and Wild life:. The increase of 1-3 per cent in revenue was 
due . to . receipt .. of more .. amounts . from the user .. agencies . for 
compensatory plantation .. 

Major and Medium Irrigation: The less rec~ipt of 32 per cent was 
due to the reason that· abiana (water charges ·for irrigation) was 

.7 



! . . 
Audit R~port (Re\:enue Receipts) for the year en,ded 31 March 2003 

' I!) 

i ·. '. · ... · .. . . . . . . . . 
I _. : , ... , 

\ suspended by the G~vernment .due to draughtin the State and non-
i adjustment of receipts from Forest, Fisheries; Mines and Geology and. 
·Public Health Departments. . . . 

Co,..operation: The decrease ~f 11 per cent. was due to less/non ... 
paymentof audit fee by the co~operative societies. 

Public Works: The less receipt of 12 per cent was mainly due to 
lesser realisation of rent from rest houses, transit flats a,nd less sale of 
tender forms, etc. 

- I. •. •. . 

© ~ther Admirmistratllve Services: The increase.of 29 per celit was due 
: to higher recovery of service charges from Haryana· Urban 
; Development Authority. · 
l 

.. I!ill])illll~ilB.':::iJ.li~!ili#.tiilii!!9.l!l$.ll!!!IAAl!i!lil~nlI!!!!m::; 
I 
I . "' ; 

Details of Gross State Dome·stic Product (GSDP) atcurrent rates and Receipts 
of thej states for the year 2002-2003 and the preceding four years are given·. 
below)., 

I 

····~···· I (RulJlees il(crore) 

1998-99 43,646 13 3.1 \9.62 944.95 4,064.57 7.15 . 2.17 

1999-00 48,87'.i .. 12 3,517.61 988.97 4,506.58 13 5 1.08 0.42 7.20 2.02 

2000-oi. 54,660°
0 

12 4,310.55 1,128.10 5,438.65 23 14 1.92 U7 7.89 2.06 

2001"02. 59,754"'.~ 9 4,971.19 1,266.56 . 6.237.75 .15 .. 12 1,67 1.33 8.32 2.12 

2002-0~ 66;62(
000 

11.5 ·5,549.68 1,374.40 6,924.08 . 12 · .. 9 1'.04' 0.78·. . 8.33 · 2'.ri6 

. I , . . ·. . ·.• . ·. .. 
Against the prescriptive annual growth rate of tax· revenue of 18. 90 per cent 
set fo~h by the Eleventh Finance Commission ·for the period 2000-01 to 
2004-65, the growth rate of tax receipts during the years 2000-01 to 2002-03 · 

. I . . 

was 2~, 15 and.12 per pent respectively. Similarly; the growth rate of non-tax 
receipfs d~ring ~000-0_1 to 2002-03 was 14, I~ and 9 per centrespectively 
thus sD.owmg a decreasing trend. 

* 

** 
*** 
**** 

i 

1· 

I 

! Buoyancy factor is the ratio between . percentage of revenue growth and the 
; perc.ei1tage of GSDP gro\vth. 

Provisiohal estimates. . . · . · . • · · . · . · .. 
Quick estimates. ·. · · . . · ...•.. ·· . · · ·. 

Data for; tl1e year had not been finalised, so GSDPforthe year has been worked out 
. ! by taking tlle growth rate of l J.5 per cei1t 011 the bi1sis ()f la~t fotir years averi1gc from 

1998-99 to 2001-02. · 

',t~ 
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Chapter-I General 

Further, against the pre.scriptive buoyancy of 1.35 per cent in respect of tax 
revenue of Stat~ worked out by EFC for the p~riod 2000-2005, it was 
1. 92 per cent in the year 2000-2001 which decreased to L04 per cent in 
2002-03. 

Break-up of total collection at pre-assessment· stage and.· after regular 
assessment of sales tax for the year 200 .1-02 and. the corresponding figures for 
the preceding two ye.ars as furnished by the department is as follows: 

(1) (2) (3) (4) (5) (6) (7) 

Taxes on.Sales, 1999-2000 1,921.80 46.00 10.43 1,957.37 98 
Trade etc. : .,' 

2000-2001 2,525.77 52.68 13.48 2,564.97 98 

2001-2002 2,884.09 76.97 11.81 2,949.25 98 

. The above table shows that collection of revenue'at pre-asse~sment stage was 
98 per centduring -1999:-2000; 2000-2001 and 2091-2002. · 

.11:11:mi::i::~p,m;:1~1.1~».J.1g~inP.n.mm~· 

The gross eollections in . respect :of major. r_evenue receipts, expenditure • 
incurred on ·their collection and the percentage of such expenditure to gross 

'* 

** 
Figures for 2002-<>3 were not supplied by the Department. _ 

.. However, the net colleetion of sales. tax .i1s shown by the department during the ,years 
:1999-2000, 2000"01.and 2001-02 respectively were _at variance with that of Finarice 
Accounts. · 

9 



.. 1 uda Report (Revenue Receipts) for the year ended 31 March 2003 

collections during the years 2000-2001 , 2001-2002 and 2002-03 along with 
the relevant all India average percentage for 2001-2002 are given below: 

SL 
~o. 

l 

I. 

2. 

Taxes on Sales. 
Trade etc. 

Taxes on 
Vehicles 

~ 

2000-01 
2001-02 
2002-03 

2000-() 1 
2001-()2 
2002-03 

. :t!!i.jl(au~ tn uo,ie) .;;· 
. ,.·:~::::::::::;::::::·: .·.· ... ~.: .. • . . .. -:::· ... 

2,573.39 35.21 l.37 
2,944.81 41.08 l.39 1.26 
3,337.43 39A5 1.18 

85.69 5.74 6.70 
103 62 5.07 4.89 2 99 
114.39 5A5 4.76 

It may be seen from the above that the percentage in respect of taxes on 
vehicles was high as compared to the All Ind ia percentage. The reasons 
though called for had not been received (August 2003). 

ri.8«< ''Ar-Pear' otfmime ;":i . , __ -- "" .. , ,,, __ ,., '$. , _,,. •. . . . ·"··· - ...,;;1 

The arrears of revenue as on 31 March 2003 in respect of some principal heads 
of revenue amounted to Rs.576. 98 crore, of which Rs.199.47 crore were 
outstanding for more than 5 years as detailed in the following table: 

Taxes on sales, trade 
etc. 

10 

Demand for Rs.30.02 crore 
was covered by rccoven 
certificates. Rs.166.20 crore 
were stayed by Courts and 
other Appellate Authorities, 
Rs.5.45 crore were held up 
due to dealer becoming 
insoh·ent and denumd for 
Rs. 15 .53 crore was 
proposed to be written off. 
Rs.0.94 crore were under 
rect1fication/rcvicw appeal 
and specific action taken to 
recover remaining amount 
of Rs.222.35 crorc was not 
mtimated. 

I 

t--
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Chapter-I General 

~•1111• tt:rnm: :m:r:rrnwrnmrnrnmmnr:rmn==t mrnmm == .:.=:·:·:···~f~ji:Jwit~= Wltm:t :::mmmrr1rm1rnrrnmrnm1rnmm:t:t:r: 
2. Taxes and duties oi1 58.78 35.04 Rs.0.38 crore were 

3. 

4 .. 

5. 

·electricity recoverable from Mis Rama 
· Fibres, Blliwani, Rs.0.30 

crore frcnii Mis Dadri 
Cement Factorv. Charkhi 
Dadri, Rs. one. crore from 
Mis Harvana Concast; 
Hisar, Rs.0.16 crore frolfl 

State excise 

Taxes on goods and 
passengers 

Non-ferrous µumng 
ru1d . metallurgical 
iµdustries .-

Police-

28.48 

29.33 

6.29 

1.20. 

. Mis Competent Alloys, 
.· Ballabhgarlr and a sum of 
Rs.56. 94 · · crore from 
consumers by · Haryaila 
Vidyut Prasarru1 Ni am." · 

7:14 Rs.l.28 crore were covered 
under recovery certificates, 
Rs. l.82 crore were staved 
by High Courts and other 
Jtidicial Authorities and 
Rs.0.46 crore were proposed 
to be written off. Action 
taken to recover . the 
remaining amount of 
Rs.24.92 .. crore, w~1s .. not· 
intimated by.the de artment. 

8.13 Rs.0.22 cfore were staved 
by. the courts and . other 
Judicial · · Authorities: 
Specific action to recover 
the .remaining amount of 
Rs.29-,ll cfore·had i1ot been 
intimated. · · 

3.59 Rs.0.82 crore were covered 
under re<::overy certificate 
Rs.0.16 crore stayed ·. by 
High . Col.lft and. . otlier . 
judicial authorities, Rs.0.01 
crore were proposed. to be 
written off and detailed 
break up of rcmanung 
amount ofRs.5.30 crore was· 
not avaiiabie . ·with the. 
de artment.. · 

· · ().~2 -The amount ofRs.1.20 crore 
was due fri:Hn6°" States. . 

Provisional figUrds: . . . .. . . 
Assam,'.Chandigarh (U.T), Jammu & Kaslunir, Rajastl1an, Uttar Pradesh and West 

·Bengal. 
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·J!.udit Report (Revenue Receipts) for the year ended 31 A{ arch 2003 

··1· 

Other taxes and duties 
on' comri1odities and 
services _ . 
(i)! Receipt under the 
Sligarcane (Regulation 
of - purchase · and 
supply) Act 

I 
- (ii)- Receipts - under -

entertairimentduty and 
- _show tax - · 

- --T~tal _ 

l l.03 3.48 

1.38 - - 0.36 

- 576.98 199.47 

four --- -- sugar - rnills 
-(Yamiinanagar: Rs.5.02 
crore, Panipat: - Rs,3.49 
crore, Rohtak: Rs.2.28 crore 
and Sonipat: Rs.0.24 crcfre) 
did no(depositthe tax .• -

'• c_ • 

RS.0:34 crore were stayed 
by· Court. Rs.O.Dl -crore 
were likely to be written off 
and __ reasons for remaining 
amolint .of Rs. l.03 -crore 
were not intimated by the 
de artment. - . 

The arrears outstanding for morethart s years constituted 35per cent of the 
-total arrears. Substantial accumulation of arrear of taxes shows that the State -
~ov~rnn)ent did _hot 'tackle' the problem vig"ofol1sly as ob~ehred by roth ahd -

_ 1 lt11 Finance Com111ission. It··- is - recommended that ·effective - steps _ for 
dollecting these arrears·be taken td augment government revenue. - - -
1 - - - - - - -

·'1 - : .. j - - - ' " • • ... -

llillllllllltltillll!lllfl~lllMlllllllJl!I· I - - - - - - -
I 
i 

The details of assessment cases of taxes on sales, trade etc. and passengers and 
goods tax pending at the beginning of the year, cases becoming -due for -

-_ ~sses~m.~nt duringtbe year; cases dispo_sed ()fduring the year and number oL_ 
-· c;:ases pending finalisation at the :end of. each y~ar during 1998-99 to 2002~03 -
~s furriis~ed'by the departmentai-e as follows": - - i - -

"! - ' -· - ' ' 

· ..• 1111•11111LJ11·. 
trrnm7wm:rn ::mimmrr::i mur2r::rnw rnnnrnnmmn rnmmumw rmrn$'rntrn tr::::::::t=wt.mmnrn mm;;=@rnm ---
11998-99 ST 1,13,467 96,544 2,10,011 1,23,595 86,416 -- .59--

PGT. 697- - 775 1,472 576 896 39 
1999~00 ST 86,416 - r;99,560 - 2,85,976 1,27,082 1,58,894 '44. -

1---- PGT. 896 651 1547. 567 980 ·37 

-- ~--
-~* 

I 
.; 
I 

- -
.··.'-: 

- . ' -

- Taxes on Sales, Trade etc: · 
Passengers & Goods Tax. --

12 
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·-···-·-. :ii::::=:wRtrrnmr:: mwwnmn ::::rniMif:tlt :::nmrn1=mwnr tntmtimrn ·wnrn;s1w1rf nntrnirnw;:;rn; rn:mmwrrn 
2000-2001 ST· 1,58,894 1,68,142 3,27,036 · 1,64,418 1,62;618 50 

PGT 980 472 1452 450 1,002 31 
2001-2002 ST -·· 1,62,618 1,59,063 3,21,68i 1,14;003 2,07;678 35 

'PGT 1002 693 1695 555 · 1,140 .. 33 
2002-2003 ST 2,07,678 1,79,265 3,86,943 1,53,078 2,33,865 40 

PGT 1140 673 1813 711 1102 39 
. . 

The above table shows that pending cases in respect of Taxes on Sales, Trade 
etc. at the beginning of 1998-99 was 1,13,467 which increased to 2,33,865 at 
the end of 2002-03 i.e. 106 per cent while the percentage of cases finalised 
decreased from 59 per cen{in 1998-99 to 40per cent in 2002-03. The closing 
balance at the end of 2002-03 of cases due for assessment was 2,33,865, an 
increase of ·171 per cent over the position at the end· of· 1998-99, The 
percentage of cases finalised in respect of taxes on Passengers and Goods Tax· 
remained at the same level of39 per cent. 

=!:ftltt.l!:i.Kl~l:~Bijii.if;qti.i.ll~ililtj!!rll:ll 
Norms for Assessing Authorities viz; Excise ·and Taxation Officers and 
Assistant Excise and-Taxation Officers have been prescribed by the state for 
assessment of Sales Tax cases. 

Information furnished by the Department ·for the years 1998-99 to 2002-03 
revealed tha,t the performance of assessments finalised by Excis.e and Taxation 
officers ranged between 63.76per cent and 93.91 per cent anq by Assistant 
Excise and Taxation Officers between 53.J 8 per cent and 87.82 per cent of the 

. norms. 

· · -1ti~ri*11m11.1i.:"~@itl\t.iti1imm1 
· Tl:ie details of evasion of tax detected by the Sales. Tax and State Excise 
Departments, cases finalised and the demands for additional tax raised as 
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I 
I . I . ... . . . · ... ·. ···. 
,reported, by the departments are given below: 

No. of 
cases 

l 2 3 4 5 6 

I. Taxes on 171. 1,530 1,701 1;580 .· 
Sales, Trade, 
etc. . 

2. State Excise 8 225 233 233 

3. Passengers 62 5,110 5,172 5,111 . 
and goods tax 

111;1~m:im~1V111n1::@1.11=11.1~,1111te1P.:P.~11:irn11 

Amount cif 
demand 

(Rupel's in 
er.; re) 

7 8 
3.23 121 

0.13 Nil 

2.06 61 

fDuring'.the ·year 2002-03, demands for. Rs.11.37 crore (in 134 cases) and 
I Rs.25. 92Jakh (in 19 cases) relating to Sales Tax and State Excise respectively 
were written off by the Department ~s irrecoverable: Reasons for the write-off 
as repbhed by the departments were as follows: · 

:1r&11111ni111111111111111i111111111111111111111i 1111111111\:1111111111~111:11111111111111111i 1111111111j111!~11111jj1111111~1i!111111~11111111111111ii111111111111 

1·----~-e9 
! · r. :Whereabouts of 39 487.19 · 10 .. 19.88 

defaulters not known 
2. ; Defaulters no longer 9 23.31 4 4.03 

:alive ·· 
3. : Defaulters not having 62 220.20 4 1.22 

. any property 
4, : Defaulters adjudged . 8 23.71 . 

· · : insolvent · 
5. :Other reasons 16 382.29 .0.79 
6. 'Remission· of penalty 

: Total 134 · 1,136.70 19 25.92 

11.~~1r~111;~111{t.utt1~1nw;~ 

The number of refund cases pending.· at the· beginning of the ·year 2002-03, 
' I· • , . . ., . - -

claims: received .du_ring the year, refunds allowed during the year and cases 

14 
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Chapter-I General 

pending at the close of the year 2002-03, as reported by the Department are 
given belOw: · 

11111•• 
I. 

2. 

3. 

4. 

Claims out- 410 321.91 
standing a_t the 
beginning of the 
year 

Claims received 1,099 1,680. 92 
during the year 

Refunds made 1,122 1,344.43 
duringH1e year 

Balance 
outstandi.ng at 
the end of the 
year 

.387 658.40 

oc~~:~:::mm11ix1::9r,:1i.1.1:::ili::::::: 

7 4.60 

. ·. 

5 0.68 34 322.52 

5 0.68 35 322.13 

6 4.99 

Test-check ofrecords of departmental offices relating fo Taxes on Sales, Trade 
etc., Stamp Duty and Registration Fee, State Excise Duty, Passengers and 

· Goods Tax, Taxes on Motor Vehicles, Entertainment and Show Tax, 
Agriculture (Purchase Tax and Crop Husbandry), Co-operation, Finance (State 
Lotteries and Guarantee Fee), Eleetricity Duty, Public Works (Irrigation, 
Public Health, Buildings and Roads), Home (Police), Fisheries, Mines and 
Geology, Forest, Medical, Animal Husbandry and Industries, conducted 

, during the year 2002-03, revealed under-assessments, non-levy and short leyy 
of taxes, duties and losses of revenue amounting to Rs.439.39 crore in 
1,56,286 cases. . ··During the year 2002-03,' the Departments con.cerned 
accepted under-'J,ssessment etc. ofRs.202.69 crore involving 1,924 cases. Out 
of these, 1,384 'cases involving Rs.200.53 crore were· pointed. out by audit 
during 2002-03 and the rest in earlier years. An amount. of Rs.6J 6 crore ·was 
recovered in 801 cases .during 2002-03 of which Rs:3 .25 . crore recovered in 

. 763 cases. related to earlier years. 

This Report contains ,~5 paragraphs including 3 reviews relating to non:. 
levy/short levy of taxes; duties, interest and . penalties etc., involving 
Rs.340.66 crore. The Department accepted . a4dit observations· involving 
Rs.193.96 crore out of which Rs.3.29 crore had been recovered. upto 
July 2003. In respect bf observations not accepted by the department, gist of 
reasons for Department's non acceptance has been included m the related· 
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paragraph itself along with suitable rebuttal. However, replies from the 
Government had not been received (July 2003) except in the case of one 
paragraph and one review. 

Replies to Inspection Reports 

Accountant General (Audit) Haryana conducts periodical inspection of 
government departments to test-check transactions and verify the maintenance 
of important accounting and other records as prescribed in rules and 
procedures. These inspections are followed up with Inspection Reports (TRs) 
incorporating irregularities etc. detected during inspection and not settled on 
the spot, which are issued to the heads of offices inspected with copies to next 
higher authorities for taking prompt corrective action. The Heads of 
offices/Government are required to comply with the observations contained in 
the lRs and rectify the defects and omissions promptly and report on 
compl iance through initial reply to the Accountant General within six weeks 
from the dates of issue of the IRs. Serious financial irregularities are reported 
to the Heads of the Departments and to the Government. 

Inspection Reports issued up to December 2002 disclosed that 6,820 
paragraphs involving money value of Rs.890.63 crore relating to 2,989 IRs 
remained outstanding at the end of June 2003 . Of these, 502 IRs containing 
1,022 paragraphs involving money value of Rs.29.68 crore had not been 
settled for more than ten years by various departments. Even the first replies, 
required to be received from the heads of offices within six weeks from the 
date of issue of the lRs, were not received in respect of 398 paragraphs of 
83 lRs issued between April 2001 and December 2002. 

Department-wise break-up of IRs and audit observations outstanding as on 
30 June 2003 is given below: 

1. Revenue Department 

(a) Land Revenue 6 1 80 0.25 5 5 0.04 9 23 2001-02 
(b) Slllmp Duty 730 1499 26.90 127 169 2.69 
and Registration 
Fee 

16 
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2 .. Co-operation 

Rec.:ipts from Co- 115 171 29.21 10 15 0.13 

operative Societies 

3; Forest 

Forest Receipts 35 i51 10.32 16 17 ·0.70 43 2001-02 

4. Commerce and Industries 

(a) Industries 27 30 0.99. IO · 18 0.08 

(b) Mines and 158 307 19.31 42 82 1.10 5 16 2001-02 

Minerals 

5. Sales Tax 

Sales Tax Receipts 316 2180 495.85 77 227 7.39 16 214 2001-02 

6. Stafe Excise and Motor Vehicle Tax 

(a) Passengers and 183 332 18.08 15 16 0.20 2 5 2001-02 

Goods tax 

(b) State Excise 165 278 116.55 33 58 · 14.19 . 1 . 2001-02 

7. Transport 

Motor Vehicles 434. 693 24.11 66 113 1 .. 29 1 :4 2001-02 

8. Others 

Departmental 765 1099 149.06 101 302 ·. 1.87 49 92 2001-02 

Receipts 

Total 2,989 6,8i0 890.63 502 1,022 29:68 83 398 . 

· This large pendency of IRs due to non-receipt of replies is indicative of the 
Heads of Offices and Heads of department failing to initiate action to rectify 
the defects,·. omissions and irregularities pointed out by the Accountant 
General in the IRs. 

It is recommended that Government should take Sl]itable steps to ensure that 
an effective procedure exists for (a) prompt and appropriate response tothe 
audit observations (b) action against officials/officers failing to send replies to 
the !Rs/Paras as per the prescribed time schedule ( c) action to recover 
loss/outstanding demands in a time bound manner. . 

;11:iri:;;1;:;:mm.1111.1;111m1m111m11~;a1.11tt'-ii~@l 
. In order to· expedite settlement of outstanding audit observations contained in 
Inspection Reports, Departmental Audit Committees were constituted by the 
Government in September 1985. These Committees are chaired by the 
Administrative Secretary of the department concerned. and attended among 
others by the officers concenied of the State Government and· of the Office of 
the Accountant General (Audit), Haryana. 
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The meetings were required to be held quarterly for reviewing and monitoring 
the progress of settlement of audit observations/audit paras. During the year 
2002-03, only two Drawing and Disbursing Officers (DDOs) out of DDOs 
concerned dealing with 23 heads of accounts convened meetings of the Audit . 

· Cpmmittee. Thus most government departments did not take any initiative for 
s~ttling outstanding audit observations through this meeting Government 

· should ensure periodical meetings of this committee for effective progress in 
this work. 

· ::1~:1:11::::;::l:1ii1;1~1::~1::1H11:1~1aai111:i~1::1~7.~t.i.1:1ij~!~1::11m111a~:g::::I: 
Department of Finance issued directions to all departments on 5 January 1982 
to send their respon.se to the Draft Audit Paragraphs proposed for inclusion in 
the Report of the Comptroller and Auditor General of India within six weeks. 
l1he Draft Paragraphs are forwarded by Accountant General to the Secretaries 
of the departments concerned through demi-official letters drawing their 
attention to the audit findings and requesting them to send their response 
within six weeks. The fact of non-receipt of replies from the departments are 
invariably indicated at the ehd of each paragraph included in the Audit Report. 

I 

56 Draft Paragraphs (clubbed in 32 paragraphs) and 3 Reviews included in the 
Report of the Comptroller and Auditor General of India for the year ended 
March 2003 were forwarded to the Secretaries of the departments concerned 
during January to July 2003 th.rough demi-official letters: Replies were 
r~ceived only in two cases; one relating to Fisheries Department and the other 
to Review on "Receipts from guarantee fee". 
I . 

1~~:~:~::1im1111~1i;'t:i:ilillli.lt~i1111=;1~:::Hm@:11~11ii111ui~~i.iiifil:::::;::m c 

The · PAC recommended in 1982 that departments should · furnish 
r,emedial/corrective Action Taken Notes (ATNs) on all paragraphs contained 
ih the Audit Report within the prescribed period. · 

The PAC took a serious view of the inordinate delays and persistent failures in 
furnishing the ATNs within the prescribed time by lriost number of 
departments and recommended on 30 May 1995 that pending ATNs pertaining 
to Audit Reports should be submitted within three months from the laying of 
the Reports in the State Legislature. 

! . I 
Review of outstanding ATNs on paragraphs (.included in Report of the 
Comptroller and Auditor General ·Of India (Revenue Receipts) as on 31 March 
2003 disclosed that departments had not submitted remedial. A TNs on 
47 paragraphs (July 2003). · 

Departments failed to submit ATNs within ·three months in· respect of· 
6 I paragraphs included in the Audit Reports upto year ended March 2000. Of 
these, ATNs in respects of 23 paragraphs' have not been receiv~d at all. 
;rhough the Audit Report for the year ended March 2001 was laid on the table 
of legislature on 15 March 2002 and the time· limit for furnishing the ATNs 
had lapsed on 14 June 2002, the Departments did not submit ATNs on 
24 paragraph (July 2003). 
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Test-check of sales tax assessments, refund cases and other connected records 
. conducted during the year 2002-2003 revealed under-assessments of sales tax 
amounting to Rs.164.43 crore in 1,055 cases, whi.ch bro'adly fall under the 
following categories: 

·l-·-1. Incorrect computation of turnover 3 0.17 

2. Application of incorrect rate of tax 

3. Non-levy of inten~st 

4. Non~levy of penalty 

5. 

6. 

Under-assessment of turnover under CST 
Act 

Other irregularities 

7. Reyiew on "Pendency of appeals at 
various levels and its irppact on revenue 
collection" 

Total 

85 2.42 

128 9.55 

47 3.61 · 

61 4.21 

730 41.58 

1 102.89 

'1,055 164.43 

During the year 2002-2003, the Department accepted under-assessments of tax 
of Rs.2.35 crore involved in 111 cases of which 58 cases involving 
Rs.1.59 crore had been pointed out in audit during 2002-2003 and the rest in 
earlier years. An amount of Rs.0.57 crore had b~en recovered in 50 cases 
during the year 2002-03, of which Rs, 0. 03 crore recovered in 21 cases related 
to earlier years. g k-'l;f::.,,=) 

/,<"<ti 

t./~---··-· 

~-

A few illustrativ~ cases involving_ R~.19 .3 8 crore and a review. on,,"~ende~~y ~ -~ , t)1S" ! 0 
of appeals at vanous. levels and its impact on revenue collect10n mvolvmg /'°\.' ,::. • b · 
Rs. I 02. 8.2. crore highlighting important cases are mentioned in this Chapter. t'.\, «".\rt 1 ·· 2.=""~ 
Of these, the Department accepted. 27 audit observations involving ' '•'··.. 1 

; , - - - - • 

Rs.2.29.crore andrecovered Rs.0.57 crore in5 cases. .,,~ 1~..__ ... C\10 
(:~-~--- --~-· ~-.-.~~ ' --



Audit Report (Rl'Venue Receipts) for the year ended 31Marcli 2003 

Highlights 

(Paragraph 2.2. 6) 

(Paragraph 2.2.I J) 

(Paragraph 2.2. 13) 

(Paragraph 2. 2. 16) 

Introductory 

'2.2.1 The Haryana General Sales Tax (HGST) Act, 1973 and the Rules 
framed thereunder provide that for any tax, penalty or interest payable in 

'consequence of any order passed by the appropriate Assessing Authority under 
, the Act, a notice of demand shall be served upon the assessee. The amount 
' specified in the notice of demand has to be paid within the time as specified in 
the notice and it shall not be less than fifteen days but not exceeding thirty 
days from the date of service of such notice. • 

An assessee, dissatisfied with the assessment order, is entitled to file an appeal 
to the Joint Excise and Taxation Commissioner (Appeals) within sixty days 
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from the date of the .receipt of the order appealed against subject to the 
payment of whole or part of tax assessed or penalty imposed or interest levied'. 
The Appellate Authority, if satisfied that the assessee is unable to pay the 
·whole arnount ·of tax assessed, or the penally imposed, or the interest due, 
may, if the amount of tax.and interest admitted by the appdlant to be due has 
been paid, for reasons to be recorded in writing, entertain the appeal and may 

·· stay the recovery· of balance amount subject to the furnishing of a bank 
guarantee or adequate security to his satisfaction. The Appellate Authority· . 
may either reject or accept theappeal and allow the relief sought or may 
remand the case to the Assessing Authority ior re:-ass~ssment as directed. 

Further, ·a second appeal rests with the Sales· Tax Tribunal. Reference on a· 
point of law arising out of th~ judgment of the Tribunal. can°he made to the 
High Court. 

,• . ·, . . 

. The Act does .not prescribe a~y procedure to be followed by the Appellate 
· Authority in disposing ofappeals filed before him. 

o~;ectives .. 

2;2.2 ·Detailed analysis ofpendency of appeal cases atvariOus levels, follow.:. 
·up thereof after decision by these autho.rities and its impact on reveque 
collection for the period 1999-2000 to 2001 ~2002 was conducted in audit to 

ascertain the extent of revenue blocked in appeals vis-a-vis 
. total revenue ; 

ascertain the extent of compliance of procedures) instructions 
· to ensure 'tirnely di~posal ; . 

ascertain whether procedufos I provisions are sufficient for 
ensuing timely dispo.sal. 

. Scope of Audit 

2.2.3 Records of three out of4 Appellate Authorities (Faridabad, Hi~ar_and 
Rohtak) and 12* out of 21 district sales tax offices falling under their . · 
jurisdiction for the years 1999'-2000 to 2001-02 were test~checked between 
July 2002 and January 2003. The statistical information incorporated in the 
review, however, covers the entire State. 

Organisational set-up 

2.2.4 The overall control and superintendence of the Sales Tax Organisation 
vests with the ExCise an:d Taxation Commissioner (ETC) who is assisted b:y 

* Faridabad (East), Faridabad (West), Gurgaon (East), Gurgaon(West),.Hisar, nrnjjar 
at Bahadurgarh, Jind, Panipat, Rewari, Rohtak, Sirsa and Sonipat. 
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. . 

t~e Add~tional Excise and Taxation Commissioners (Addi. ETCs), . Joint 
~xcise and TaxationCommissfoners (JETCs), Deputy Excise and Taxation· 
Gommissioners (DETCs), Excise. and Taxation Officers (ETOs); .·Assistant 
gxcise and Taxation. Officers (AETOs), Taxation lnspect

1

ors and othe~ allied 
staff in the administration of the Acts. · · · . . . - . 

I . '. .. . . . .. 
l[here are' four Appellate Authorities in the statedesignated as Joint Excise and 
~axation iCommissioner (Appe~ls), one eachjn thefour sales tax divisions at 
1mbala; i Faridabad, Hisar and Rohtak. The Joint Excise and Taxation 
qommissioners (Appeals) are. not directly appointed as such and any 
d:~partmental officer of the rank of Joint Excise and Taxation Commissioner_ 
(~TC) c~n be posted as an Appellate Authority by the State Government. 
The jurisdiction of each Appellate Authority is as under: · · . 

I ~ . , . 

~11Jnli:llllll!llll.illltll1illl lllill!llllll:l:lll~lllll:llimmmm&i:~ltlllil1illllf !llilllilllilllllllj 
· I l. JETC (Appeals), Ambala Ainbafa, . · Jagadhri, Kaithal, Kamal, 

Kumkshetra and Pani::hkula 
12. 
i 

JETC (Appeals), Faridabad Faridabad (East), Faridabad (West), 
Mohindergarh at Narriaul and Rewari I 

!3. JETC (A eals), Hisar 
IB1:C (Appeals)~ Rohtak 

Bhiwani, Fatehabad, Hisar, Jiild and Sirsa 
Gurgaon (East), Gurgaon (West), Jhajjar at 
Bahadut arh,'Paill at, R.ohtak and Soni at 

1 · Position of collection of revenue receipts and arrears · · I . • . . . 
2i2.5 . The position of revenue receipts, arrears of revenue, revenue locked up 
in appeals an~ their percentage to total revenue during the y~ats 1999-2000 to 
. I . . . . . . . . . 

2001-2002 was as under: . ' : . " 

,.. 

I (Rupees in-crore) • 
·I 

215.59 ·1999"2000 50.34 1,967.38 2.84 77,85 4 ·. 36 

2000-2001 ... 81.49 279.59 2,573.39 5.97 72.14 3 26 
I 

iOOi-2002 141.07 390.85 2,944;81' 12.28 92.39 3 24 

._.I.-

! 

·· 1 

:. I 
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Chapter-I/Taxes on sales, trade etc. 

Position of revenue blocked in appeals at various levels during the years 
1999-2000 to 2001-2002 was as ·tinder: 

(Rupees in crore) 

1. JETC 1.16 1.80 2.70 2.77 . 3.45 5.34 6 
(Appeals) 

2.Tribunals 1.44 1.34 0.18 18.02 10.09 16.19 18 

3. Courts 0.18 2.54 9.17. 55.32 55.88 68.27 74 

4. Govern~ 0.06 0.29 0.23 1.74 2.72 2.59 2 
mentand 
others . 
Total 2.84 5.97 12.28 77.85 72.14 92.39 

From the above data, .it is noticed that 74 per cent of revenue locked up in 
appeals was with the Courts arid 18 per cent with Tribunals. The number of 
cases pending disposal at the above stages was not made available. 

· 2.2.6 JETC (Appeals) hadto send· periodical report on regular basis in a 
· prescribed manner to the ETC, Haryana. ·The format of periodical report 
provided for mention of number of cases instituted/disposed of but not for 
money value involved therein though this information was readily available 
with the JETCs (Appealsr · 

Information obtained/compiled froin the four JETC(Appeals) revealed that 
1610 cases involving Rs:l00.44 crore were pending with them at the end of 
the year 2001-02 against which Rs:5.34 crore only were shown in the arrears 
statement based on monthly arrears statement received from field units in ETC 
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I ' .· . 

qffice. This resulted in suppression of arrears of Rs. 95 .1 o··crore as detailed 
_9e1ow: . · 

' 

I . ,. ~ 

1 JETC (Appeals), .. 
· Ambala· 

I 
I 

2. JETC (Appeals), .· 
· · Faridabad · -

1
: 3~ IBTC(Appeals), ·. 

· Hisa:r. 

4, JETC ,(Appeals), . 
.Roht~tl< . · ._ · 

Upto 1998".l 999 

.· ... 1999-2000 . 

2000-2001 .. 
. , 

2001-2002 

Total 

Upto 1998-1999 •• 

1999-2000 . 

2000-2001 . 

2001-2002 

Total·. 

Upto.1998-l999. 

·.. 1999..:2000. 

14. 

3T 
0

142. 

. 370 

.5(;3 

7 

. 43 

239 
. 

343 

.632 

·Nil 

2000~2001. . ~ _ 12 

2001-2002 . 112 

Total. . i25 

Upto 1998-1999 ·Nil 

1999-2000 ' .· '2 
·' 

2000.-2001 . 56 

2001-2002 _-.· 
.. 

. 232 . 

Total .• 29() 
.. · .. 

. Gnmd Total .. 1,610 

0.43 

. l.83 

7.72 

9.05 

19.03 .. 

, . .. ··. 1.01 

1.48 

9.22 

6.96 .. 

18.67 

Nil 

0.58 

0.48 

2.26 

3.32 

Nil 

0.04 

9~61 . 

49.77 

59.42 ,·. ,• 

. 100.44 

p~ this being pointed out in audit, ETC, Haiyana ·directed.in May 2003 all the 
~ JETCs (Appeals)_ to explairi the difference in figures' of arrears·: · Further 

· report h~d not been r,eceived (December 2003)} ··· .. ·. ·- ,.·· ••.• · . 
. ) - . . - . . -

l 
i, 

i 

" 
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2.2. 7 Age-wise analysko.f the appeal cases is given as under: 

·---1. Morethan 3 years 21 1.44 

·· 2. More than I year but less 532 30.96 
than 3 years · . .· .. 

3. More than 3 · months but . 577 68:04* 
less than I year 

4. Less than 3 months .. 480 

Total · 1,6Hl .· :W0.44 
. . 

Thus,. it would be· seen that. 70 per 'cent of the total. cases (113 0 cases} were 
pending disposal with appellate authorities for more than three months .. This 

··is indicative of lack. of effi~ctive. control in disposal and monitoring of the 
receipt and disposal of appeals inspite of the three months time limit fixed for 
final disposal of appeals in the meeting of Haryana Chamber of Commerce 
and.Industry in July 1996 attended by the ChiefMinister. · · 
. . . 

On this being pointed out, the JETQ, Faridabad stated in 1\1ay2003 that the 
period of three months prescribed for finalisation of appeal cases was 
insufficient. However, the reply is not.tenable as the period of 3 months was . 
fixed by the Department itself · 

. Trenil<~f appeals filed and their disposal 

.Joint Excise and Taxation Commissioners (JETCs) 

2.2.8 · As per departineri.tal instructions issued by the ETC, a quota of 120 
appeal cases per month was fixed for disposal for each Appellate Authority. 

- . 

· The position of growth of appeals ·that were· pending with the Appellate 
Authorities and percen_tage of shortfall in disposal during the years 

* . The bifurcation.· of .amount involved in cases pending finalisation for less than 3 
months and more than 3 months but less than lyearwas not available. · 
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i 
I 

l 999-2000to 2001-2002 was as under: 

\.JETC 1999-2000 402 940 ·1342 915/87 76 34P 37 
(Appeals), 
Amhala 
i 2000-2001 340 714 1054 541 45 513 62 

.. 2001-2002 513 665 1178 615 51 563 57 

2. JETC 1999-2000 .739 896 1635 1,368/2 114 265 5 
. ' 
~Appeals), 

Faridabad 2000-2001 265 487 752 311 2.6 441 78 

i 
2001-2002 441 516 957 325 27 632 77 

rJETC ' 1999-2000 176 412 588 447 37 141 69 
(Appeals), 
Hisar · 2000c2001 141 314 455 ·293/57 24 105 80 

. 

. 2001-2002 105 343 448 323 27 125 77 \< 
'-.. 

, 4. JETC 
~Appeals), 

: 1999-2000 488 630 1118 744/8 62 366 48 

Rohtak 2000-2001 366 699 1065 843/9 70 213 42 

2001-2002 213 661 874 57717 48 290 GO 
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Further, the details bf appeals disposed of by the Appellate Authorities during 
the years 1999-2000' to 2001-2002 were as under: 

m1111m1111 
I. JETC (Alllleals), Ambala 

I 999-2000 97 0.56 34 NA.. 504 7.13 .280 73)0 915 15.29 

2()(10-200 I · 49 0.74 12 NA l 96 ll.24 284 2.83 541 3.81 

200 1-2002 86 0.62 _-_· 38 NA· 158 7:89 333 6.96 615 15.47 

-. 2. JETC (Appeals), FaxidallnulI 

1999-2000 193 3.74 76 NA 604 17.0i 492. 0.40 1365# 21.16 

2000-200 l ·._ 41 2.J6 19 ··NA. 141 2.46 102 0.48 303 5.30 

2001-2002 3 l 0.20 · I 0 NA 188 5.48 94 2.46 323 . . 8.13 

3. JE'fC (Appeals), Hisar 
.. 

l 999-2000 l 00 0.77 28' 0.36 122 5.10 197 2.67. 447 8.90 

2000-2001 18 (J:06 16 0.02 121 3.62 136 3.79. 291" 7.49 

2001-2002 88 0.32 50 0.13 81 l.35 104 7.01 323 8.81 
. 

4. JETC (Appeals), Rohtai~ 

l 999-2000 39 0.13 98 0.53 344 31.1 l 263 7.95 744 39.72 

64 0.40 .. ·127 1.51 316 12.99 336 19.88 843 34.78 

2001-2002 44 :· 1.32 .. 59 0.23 _IJ3 4.71 341 16.66 577 22.92 

Total · 850 11.22 567 : 2.78. 2,908 _99.10 2,962 ,78.69 7287 191.78 

The average rncmthly disp~~al bfcases as seen frorrithe table,varied frq!TI 24 
to_l-14:and rione.ofthe_JETCs··a:chieved thetarget··of.120. ca~es per 111ofith. 
However; rnorithJy average disposal of JETC Faridabad, wasil4 ~ases during 
1999-2000. ·-__ Leaving this apart, the shortf(lll in disposal bf appeal cases 

···generally ranged between} 7per~enf and 80 p(·r ce111. . · · · 

* _ Moncyvaluc-Ri1pees iircrore: 
** Not available .. · 

Thirteen cases (I 999~2000: 3, 2000-01: 8 imd 2001-02: 2) dispo~ed of cby JETC 
Fariclahad and 2cases -clooo~o 1) by IBTC Hisat\vere not available. .. . 
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On i this being pointed out, JETC, Faridabad stated in May 2003 that due to 
toriiplica~id~s inthe·Sal~s T~x:Lawit was.-riot po~~ible to dispos·e of 1°20 cases 
per! month ~s the ca~es~ere most ~ompli~ated- and time co~spmin~. Rep!~: is 
not[ tenable !as ~he no_rms··have bee~-prescn~ed by t~e .Depart_111~nt itself taking 

. the~e factors mto account. Besides, JETC Fandabad finalized .114.cases 
during 1999-2000 while in the subsequent years· the disposal was extremely 

· Iov.i i.e. -26 1and 27 cases. No reply from other 3 JETCs· (Ainbala, Hisar arid 
Rohtak) was received (December 2003). . · · 

. I . j • • .-· • • 

I • 

Sales Tax Tribunal 

2.2!9 The1 position of pending appeals with the Sales Tax Trib1,mal and their 
disposal during the years 1999-2000 to 2001-2002 was a~ under: . 

I I_ ·, . ' . l . . . - . . . 

111111111~11111111111: :r1111111t111111111111;1111111111111111111i 1111111111111111111111 ·11111111f t111111,~111trr11111111111i1. 1111111:i:iil~11111111~ 11111111111tt11111111:1111 · 
I 

Tribunal I ~99-2000 2, 182 2, 182 724 1,458 67· 
I 
I '' 
I 

2000-2001 .),458 208•~' 1,666 . ,,'258' I '1,408 85 
·1 

i 2001-2002 1,408 377 1,785' '475 1,310. 73 

.. I , 
I I 

It would be seen from above that ·percentage. of appeals pending disposal . . 
ran~ed betweeri 67 to 85 percent.: . 

. I . . . 

Courts 
. ! ; ' : ~ . : ' . , - - . . . . . - -

· 2.2!tO The:yosition ·of appeals pending.before the High Court/Supreme Court 
·and.their disposaLdu:ring the years 1999-2000 to 2001-2002 was as under: · · _ 

I ) ' ' 

\, ' 

Hi~h Court li999-2000 630 69 699. 121 578 83 . 

I · 2000-2001 - . 578 172 750 . . 96 654 87 

·. L ; :·?OP1~2004 _ . ~54 - ·142' -796 ...... )55 641 . . 81 .· .· 

28-
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Chapter-II Taxe~ ·011 sales, trade etc . 

·supreme· 1999-2000 130 10 140 >4 . 136 97 
Coini 

2000-2001 J36 15 .. . 151 I 150 99 

2001c2002 L50 17 167 8 .. I 59 95 ··, 

It would be evident that 81·· percent to 87per.cent appeals remai~·ed undisposed 
in High· Courtwhile in Supreme Court 95 percent fo _99 percen.t appeals · 
remained undeCided. . . . 

· Delay in communication of orders· of Appellate Autlwrities 

2.2.n Under the HGST Rules, 1975, every: order passed by the Appella~e 
Authority under Section 39 of the Act, shall be communicated. to t,he appellant

1
c .· 

the authority against whose order the appeal; was preferred. and the ·authority· 
that passed the original order. No time limit, for communication of orders 
passed, has been laid down in the Act/Rules or instructions issued by the 

' ' , 

Department. · 

Test-check of records. of AppeHate Authorities, Farid ab ad, Hisar and Rohtak 
revealed that out of 542 cases decided, the orders passed in 42 appeal cases 
involving revenue ofRs.1.73 crore as detailed beiow, were issued .after 3 to 12 
months (assuming three·months as n~asonable for communication of orders) 
resulting in belated consequential action. 

··----·-JETC 2000-2001 10 Between Between 3 to 5 0. I 9 
(Appeals), to June2001 November2001 
Faridabad 2001-2002 and January and April 2002 . 

2002 . 
JETC 
(Appeals), 
Hisar 

JETC 
(Appeals), 
Rohtak . 

1998-99 . 
to 

2000-2001. .. 

1995-96 . 
to· 

1999-2000 

Total 

4 

28 

42 

. Between 
, September , 

1999 anc! 
.December 

2000 .• 
Between 

April 199.9 
and 

·September 
1999 

Between March . 
2000and. 

March2001 

Between. 
September 1999 
and May 2000. 

3 to 12 0.04 

3to7 LSO 

1.73 

JETC, Rohtak stated ln March 2003 that the delay in communication was due 
to the judgment having been tes·erved and released later. Reply of tile 
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-J 

Authority is not tenable as the delay has been calculated from the date of 
pronouncement of orders/judgments. No reply had been received 
(December 2003) from the remaining 2 AppeJ!ate Authorities. 

Delay in tli.\po.wtl f~{ cases where .'itay had been granted 

2.~2.12 Under the HGST Act, 1973, no appeal shall be entertained unless 
amount of tax assessed and penalty and interest, if any, recoverable from the 
a1ppellant has been paid. The Appellate Authority, if satisfied that the 
appellant is unable to pay the amount of tax assessed, or the penalty imposed, 
or the interest due, may enter1ain the appeal and stay the recovery subject to 
furnishing of bank guarantee or adequate security to his satisfaction. Further 
ii1structions issued in March 1984 provide that the appeal cases involving tax 
e

1

ffect of Rs.5,000 and above, where stay had been granted, should be disposed 
of within three months from the grant of stay. 

2.2.13 A test-check of records of the Appellate Authorities, Faridabad and 
Rohtak revealed that 144* appeal cases involving revenue of Rs. 7.80 crc:ire, 
c;overed by stay orders granted· during the years 1999-2000 to 2001-2002, were 
decided after a delay of I to 46 months as detailed below: 

•••••• JETC 76 Between Between I to 46 1.88 
(Appeals) Julv 1995 and April 1999 
Faridabad March 2002 and June 

2003 

iJETC (J8 Between Between I to 31 ·5.92 
'(Appeals) October 19% April 1999 
Rohtak and March and May 

2002 2002 

Total 144 7.80 

2.2.14 2~* appeal cases involving revenue of Rs.7.12 crore stayed subject to 
furnishing of security/surety bond by the specified date in the interim orders 
during the years 1999-2000 to 2001-2002 were dismissed for default in 
complying with orders of Appellate Authorities requiring furnishing of surety 
bond/security within the specified period. Of these, 6 cases involving revenue 
of Rs.1.2 I crore were dismissed after a period of 2 to 23 months as detailed 

* Each case has a tax effect of more than Rs.5000. 
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·'below: 

-·----' JEJC 2 · . Bet\veen~ • . Bet,veen '· l2 to 23 <LIO 
· (Appe<ils) peccmber 20(10 ' : November 26ti2 
Faridabad and July 2001 and 

FebruaDd0()3 · 
JETC 
(Appeals) · 
Rohtak 

Tofal 

4 . : Between 

(j 

Noveniber 2001 
and 

• January· 2002 

·Between 
J Ul1C ~llld. . 

Noveinber 2002 

2 to 9 .·•. 

· . 1.21.r 

'.2.2.j5 ·. 14 ~ppe~I cases.· involv_ing revenue. of RsA5.3 5 lakh ahd. covered bf 
stay orders :igranted subject to furni~hing .of 'secur!ty/slJrety bond by the 
specified date. during Jhe years 1.999"'2000: to 200 I ~200i were pending till 
July 2003 for final decision, delay rarlged bettvE:eii 13 to 15 months exclyding 
stipulated period of 3 months as detaiJed lrelo.w: · , · ·- ·· · · · 

- · .. -.. ~ · .. 

-----·.}ETC 
(Appeals) 

··• faridabad 

15 

. 1.44 .. · 

. 43.91. JETC. 
(Appeals) , 

lf-._.-RT __ oo·t~hltl_<llk~; __ · -1-'--.----.-----.-..--+-~--.---~~~-+-----;,.-~-.-----+-'---,.,,-,-,-------;1 ·• . 
45:35_ • 

. -· __ It would thu~ :be·seei1 t.h~i delay in ·fimllizatfon .bf:cases ~nderstay orders of 
. . ,appellate authC)riti~S, reiulted in a blo2kagtfi d( _governm~nt revenue of 

: Rs.9.46 crore in, 1 ()4 ca~esfor a period ranging from f to 46.rrionth~L 

.. .. . ·Delay infinali.~~tion <?ffeman([cases · , .· . . . . 

·2.2.16 ETC, Ha;a~a;while issuinginstruction~'in July 1997, had stated that 
·· ·. Goveriurienthad taken i,seriousyiew ofthe delayin disposal of remand cases 
· .. alld had directed th~ Assessing Aothorhies to decide -the rerband eases ~ithin . 

. ·"~ix monthsfromthe~date. of receipt oft he. copy of the remand orders. . . 

·. 3·1 

',1. 
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However, an analysis of records for the period 1999-2000 to 2002-03 of 
remand cases of 12 districts test-checked revealed as under: 

l. Casesthending finalisation for 
more lan six months 

2. Cases where whereabouts of 
persons are not known 

3. Cases decided after S IX 

months 

T otal 

191 

56 

234 

481 

.·· Amoaot 
(R~p~ ilt£r-0re) 
:·::~::.:.:· ·:·:;:···::::. 

16.59 

1.80 

12.46 

30.85 

lt would be seen from the above that departmental instructions for finalisation 
of cases were not being fo llowed indicating lack of internal control in the 
Department. A few instances are detai led below. 

Six instances involving Rs.6.06 crore had not been fina lised by the Assessing 
Authority though these had been remanded by the appellate authority as 
detailed below: 

•. 

~~'*' 
tl~ 

(>i#rti ·; 
'··' 

Gurgaon 
(East) 

;\ $ff'IS'"tl .. 
)'t'ai-/Dat~ bl\: :t 
11..~mCif1t /\. 

(l'~ll llSSl!JS~d) · 
lWtffS lnJakh & .. :~ 

1995-96 to 
1997-98/ 

May 1999 
(289.82) 

Utvl)l"e4.ill ': . 
:\ppt.J Wt· 

{Ru~lll.fn. i: 
Wda) \\ 

264 20 

l)~ M"OOll; .,~al 
..., ctttilOO&i ottht . 
,-\ppc~tt A~~· 

S..:ptember 1999/ 
July 2000 

., 

l'iiri~ll.I ~<StJ11y {1t 

futlll~,®~ ot 
~f.'ISOtetttf (it..<t ~i 

n 1'.l!ln:il 200l> 
after e~wlmg d,. 

im~tim 

26 months 

:-:· 

~t'IW~ 
t.it \{»)'9C 
pajil~ 

'·.b~tri'~t 
(R~ 
~lftkll.) 

IO I 72 

Rema rk.\ : Th..: Appellate Authority remand..:<l the case in July 2000 \\lth ord.:n; to allo\\ on..: 
opportun1t\ to th.: dl!<ll.:r to submit d.:clarntion fonns befor..: the Ass.:..,_.;mg Authority The Asst:ss1ng 
Aulhoril~ had nol lina liz.:d th.: ass.:s.~rn.:nt (D..:c..:mtx."f 2003). 

Ci urgaon 
(East) 

1994-95 and 26.27 
1995-%/August/ 

October 1999 and 
January 2000 

(65.28) 

Januarv and March 
20ooi May 2000 

29 months 11 30 

Rema rks: TI1c Appcllal..: Authority remand~ tht: caSt: in May 2000 with th..: direct1on to tht: appdlant 
to submit C and D fonns befor..: the Assessing Authori ty who may cons1d.:r th.:st: fom1s if found valid. 
The Assl!Ssmg Authority had not lina li7t:d th.: assessment (D.:c..:mb.:r 2003). 
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1111111111 
Gurgaon 
(West) 

1995-96/ 
- December 1 998 

(15.52) 

12.97 Janilllry 1999/ 
.. September 1999 

36 months 6.94 

Remarks: The Appellate Authority directed tlie Assessing Authority in September 1999 to determine 
the correct taxable turnover under the HGST and CST Acts and to allow deduction of claim of branch 
transferiifter· due verification. It was required to be decided within ·two months from the receipt of 
order. This had not been decided.by the Assessing Authority (December 2003) .. 

I-Iisar 1995-96/ May 
1998 (10.41) 

5.17 July 1998/ . 
October 1998 

46 months 3.54 

.. 

. Rem~rks: The Appellate Authority 4irected in November J998 the appellant .to submit 'C' fonns 
before the Assessing Auth6rity\vho 'illay consider these fonns .after examining the genuineness of 
fonns. The Assessing Authority had not finalized the assessment (December 2003). 

Panipat 1996-97 to 
1998-99/ 

January and 
February 2001 

(74.93) 

74.50 May2001/ 
June 2001 

15 months 16.39 

Remarks: Disallowance of exemption ai1d levy of penalty by the Assessing Authority was held right 
by the Appellate Authority in June 2001. However, the case was remanded for verification of labour 
charges. 111e Assessing Authority had not finalized till December 2003 the assessment in t11e remand 
case. 

Sirsa 1987-88/ 
July 1994 
. (35.29) 

35.29 November 1994/ 
February 1995 

91 months 

. . . . 

47.99 

Remarks: The case was remanded in February 1995 for reconsideration of sales to registered dealers 
disallowed in the absence of ST 1-5 forms. It was required to' be decided within one month from 

· . receipt of the remand orders i.e. March 1995 butli.ot finalised-(December 2003). · 

Total 418.40 ' 187.88 

Conclusion I Recommendations . 

2.2.17 ·Even though desired norms were fixed fo~ each Appellate Authority, 
none was able to: achieve these norms resulting in ;accumulation of cases. 
Delay .in disposal and resultant accumuiation of ~ases ultimately resulted in 
blocking of revenlle which increased manifold duringthe three year~ ending 
March20_Q2 .. ''Ih ·many cases, ·the Appellate Authority did not. observe the 

· instructions 6f the Comti:iissfoner ·. regarding .finalisation ·. of appeals. 
Monitoring of cases pending assessments and of cases remanded. was not 
satJsfa.ctory. 
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The state government may consider taking .following steps to improve the 
effectiveness of the system: 

@ The norms for disposal of appeal cases were not achieved. Remedial 
measures are required to clear the accumulated arrears. 

0 The monitoring of re.ceipts and disposal of appeals and remand cases at 
apex level needed to be strengthened so that procedure/system 
prescribed under the rules is strictly adhered to. 

o The state government should prescribe time limit for communication 
of orders passed by the appellate authority to enable timely finalisation· 
by Assessing Authorities. 

o The state government should develop a strong internal control system 
to ensure compliance with instructions issued by the 
Government/Department. 

The cases were referred to the Depaitment and Government in June 2003. No 
reply had been received from the Government (December 2003). 

-
As per provisions of the Haryana General Sales Tax (HGST) Act, 1973, gross 
turnover means the aggregate of the amount of sales and purchases and in the 
case of exemption granted under 28 A of the HGST Rules, 1975, the benefit 
~vailed of by the dealer shall be worked out on gross turnover which includes 
sale proceeds of goods exported out of India. Further, a dealer is liable to pay 
purchase tax on goods purchased from within the State (other than declared 
goods) without payment of tax and used in the manufacture of taxable and tax
free goods. 
' 

During test-check of records of 10 DETCs, it was noticed between April and 
November 2002 that 27 dealers availing the benefit of exemption from 
payment of tax during 1999-2001 were under-assessed. This resulted in short 

* ! Notional sales tax liability : The dealers covered under Section 28A or HGST Act arc 
exempted from payment of taxupto a fixed limit for a certain period. The assessing 
officers assess the dealers during this pc1iod of exemption.· This assessed tax is 
~1djustcd against the limit of exemption granted under the Act. The lax assessed is 
said lo be notional sales !ax liabiliiy of the dealer. 
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determination of notional sales tax liability by Rs.5.32 crore as detailed below: 
. . - - - . . ··_r . 

. . . 

2.3. I Non-inclu.<tion o.fsale proceeds <?fgofids exp<Jrted out <?f India in tlie 
gro.<t.\' turnover 

In 21 cases, it was noticed that notional sales tax liability was short assessed 
due to non-inclusion of sale proceeds of goods exported out of India in the 
gross turnover by the exempted units as detailed below: 

, •••••• 
I. Bhiwani 5 1999-2000 and 

2000-2001/ 
Bt.!lween June and 
August 2001 

(Rupees in 
crore) 

83.23 4'% 

·(Rupees in 
crore) 

3.33 

Remarks: The omissions were pointed out to the Departmentand \\'ere referred to Goveniment in 
October.2002; their reply had not been received (December 2003). 

2. Farida
bad 
(West) 

3 I 999-2000 and 
2000-200 I I 
Bel\Wen December 
2000 .and March 

... 2002 

28.43 4'% I. 14 

Remarks: On this heing pointt:d out, the Assessing Authority .staled !ha! deduction was correct!\' 
allowed as no lm(was Ieviahle on goods exported out of India. Replv was not tenable as notional 
sales tax liability was to he calculated on the gross tlimover including sale proceeds of goods 

. exported out of India. Jl1e cases were referred to. Govemme1it in October 2002; their reply had not 
been received (December 2003). 

J. Farida
batl 

·(East) 

I 998-99 and 1999-
2000/ April and 

·October 200 I 

1.61 tl.06 

Remarks: On this being pointed out,· the Assessing Authority rectilied the assessmi;:nt order in 
November 2002 and increi1sed i1otional sales tax liabilitv by Rs.6.42 lakh. ·me cases were referred to 
Govenimenl in March 2()(B: their reply had no! been re~ei~1ed (Decembt:r 2003). . 

4. Gur
gaon 
(West) 

2 . 1997-98, 1998-99. 
and l 999-2000/ 
May, June and 
August 2001 

1.03 

. . 

0.04 

. Remarks: On this being pointed out, the Assessing Authority re~tilied in At:1gust 2002 the order in 
one case and increased the·notional sales tax liability by Rs: LI 3 lakh. In other.cases, final reply was 
awaited till July 2003. The. matter was referred to G(ivemrnent-in October 2002; their reply had not 
been received (December 2003). 
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5. Gur~ i 
oaon 
(East): 

9 '1996-97 to 
1999-2000/between 
July 1999 and 
March2002' 

(Rupees in 
crorc) · · 

12.40 4% 

(Rupees in 
crore) 

0:50 

. Rclnarks: ori this being pointed olit, the Assessing Authority stated in May and June 2002.thut no 
tax

1 

was_ levia~le. The r~pl_y w~s not ten~bre beca_use, as per p~ovisions ?f the HGST Act, be1~efit of 
exempt10n wa.s not adm1ss1ble m case ot these umts. The cases were referred to Government. m July . 
20Ci2: their reply had not been received (Deceinber 2003 ): · ' · 

I. ·. 
6. ; Pmtipat 

1· . 
1. 1998~99/ December 

2001 
1.22 . 4% ... 0.05 

R~~arks: On this being pointed out, the Assessing Authority stated in January 2003 that there w~s . 
no par to export goods and avail exemption .. Reply was not tenable as notional sales tax liability was 

. to ~e calculated on gross turnover as per the provisions of the Act. The Haryana· Sales Tax Tribunal 

. in July 2000· upheld that gross turnover included exporhmles for the purpose of calculating not.ioiml 

. sal~s tax liability. The case was referred to Government in February 2003; reply· had not been 
recbive<l (Dechnber 2003). • . . · . · .·. · ·. . , · .. · 

I . . . 

I 

· 2.3.12 · · S/i;Jrt lletern1ination of notiOna/ sales iax liability due to non-levy of 
,· i pur~/ia:<1e tax 

Un~er the \Act, sunflower seeds and cotton being declared goods when 
purbhased within the state are taxable at last stage of purchase but in following . 
thr6e cases.:purchase tax was not levied. This resulted in short determination 

· of ~.ales tax '.liability by Rs. I 0 lakh ... 
I... 'i . . ·.. . 

11111•111 
1. I Panell~ 

I knla 
. I . 

1999-2000/ 
March 2002 
Sunflower 
seem( . 

. 

·o.97 4% 

· I I · • ··· 

Remarks: ·on this·being pointed out, the As~essing Authority.rectified the ord~r in November 2a°o2 and 
increased the! notional sales tax liability by Rs.3.87 lakh .. The case was referred to Government in 
December 20c'12; reply had not been received (December 2003).'. . · · 

I 
·I 

I . . . . .. . . . . . 

* In ca'se of Mis Kagaz Print 'N' Pack India Ltd. 
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lllllrillll 
2. ETO 

Ambala 
City 

2000-2001/ 
July 2001 
Sunflower 
seeds 

0.82 4% 3.00 

Remarks: On this being pointed out, the Assessing Authority created an additional demand of Rs.J.28 
lakh in July 2002 and adjusted the same towards exemption available to the dealer. The case was 
reforred to Government in August 2002; reply was awaited (December 2003). · 

3. Sonipat 1999-2000/ 0.78 
Febti.rnD' .. I 

2002 
Cotton 

4% 3.00 

. Remarks: On this being pointed out, the Assessing Authority created an additional demand in November 
2002 of Rs.0.03 crore by increasing notional tax liability· of the dealer. The case was referred to 
Qovemmei1t in January 2_Q03; reply was awaited (December 2003). 

.. 

2.3.3 Short deterinination of notional sales tax liability due to arithmetical 
mi,"ltakes in calculation ·· 

.In following 2 cases, notional sales tax liability was assessed short due to 
. arithmetical mistakes· in calculation. . 

I. DETC, 
Soni pat 

.1999-2000/ . 

February 2002 

2000-01/ 
October 2001 

79.42 
10 

(Rupees in lakh) · 
. ~ 

i94 

1.58 

0:79 7.15 

0.14. 1.44 

,· : . 

Remarks: On this being pointed out; the Assessing Authority created in October and November 2002 an.additional· 
.d.emand ofRs.8.59 lakh by increasing notional sales tax liability. The case was.referred to a·overnment in January 
2003; reply was awaited (December 2003) .. 
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.. :::: ~r~f= 
:-:-···:··· 

2 

"· 
'un1e l)f ~.,.t,r ~m~t '.f a.~abk 
.l)~tl' . .: 4~tl'JI yci.~~ .. ~ 

·<J , · ·'' ·' · · iifa~~11cent · .Ratt6>f tiu .. 
7:-'' ' '' \:.··· .,. . . . ~~iit .. 

.. •_•::.:·· ·:-: 

1995-%. 
Fdimary 20112 

17'.l.01 

11 

.. ,, .. , 
Ta.~~114 

· .. 

( llupees in lakh) 

19.69 l l< .Ol< 

Tu 
.~~ L 

:: ltov~ .. ~.:: ... i:.:! 
.::· 

· .. 

1.6 1 

lt<'mark..: On lhi~ h.:ing pointed ouL the .\,...:,,mg . \ull11mt~ r.:clilied the order in ,o,.:mher 2002 <1nd an.:rca,cd 

the n<1 t1onal 'al.:' ta\ ha hi hi\ h\ lh I .Ci 1 la1'h ·n1c ""'" '"" r.:krred to GO\ .:mnwnt 111 Janu:1r. 2001. rcp l ~ wa' 
:m ait.:d ( D.:,·cmh~r 200.1 ). 

~1:4r~~ruildeiJ\ss~s~.iFJof''.'.fil'i ·:,, atre-~ t6'2iil~~ifeei'' aiCincti~1i"'"fil 
~1J:'.~1;1l:'.'.:;:$R~tGV£flf\~ql§.14'.tM.t~r«rl$.x~1il1!~!(f:,;~;,Jdilli1li:;;\:i1i:!:!li~fa:)i;;(;~M:L<'.1i;;;\)i\l:~L.LLtitfa~~::]l~~ 
Under the CST Act, 1956, a dealer sha ll be li able to pay tax on sale of any 
goods effected by him in the course of inter-state trade or commerce other 
than those generally exempted under the sales tax law of the appropriate state. 
Goods purchased from an exempted unit within the state and subsequently 
sold in the course of inter-state trade or commerce are exigib le to tax under the 
Act. 

During test-check of records of 4 DETCs, it was noti ced in July and 
October 2002 that 5 dealers purchased goods val ued at Rs.6. 78 crore from 
exempted units and so ld the same in the course of inter-State trade or 
commerce but the Assessing Authority did not levy tax treating the goods as 
exempted goods. This resulted in under-assessment of tax of Rs.60. 90 lakh as 
detailed below: 

I. nnc, 
Kurukshc11..-n1 

1999-2000 a nd 2000-200 l / 
August and Scplcmher 200 I 

2 44 24 43 

Remarks: 111e omission \His pointed out lo the Department: reply \\Us <muiteJ ( D.:ccmhcr 200J) 

2. DETC. Kamal 2000-2001 I August 2001 3.47 

Remark~: On this hcing pointed out, the Ass.:ssing Authority rdl:mxl th.: c<1s.: in August 2002 to th.: 
Rcvi smnul Authority for lul..i ng s 110 1110111 action Final n:ply 11as m1aiteJ ( Deccmh.:r 200J ). • 
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1111t•11 
DETC, 
Faridabad (East) 

. 
2 1998-1999 I June and 

July 2001 
1999-2000 I July 200 I 

. 0.51 
0.07. 

5.06 
0.71 

Remarks: On this being pointed out, the Assessing Authority, furidabad (East) intimated in October 
2002 that exe1i1ption was available iri·all the successive stages. The reply was ·not tenable as goods 

'.sold in the course of inter-statdrade or commerce wen: not exempt under the Act. · · 

4. ETO,Ambala 
City 

1999~2000 I April 200 I 0.29 2.94 

Remarks: On this being. pointed out, the Assessing Authority ·referred the case in July 2002 to the 
Revisioiml Authority for. taking s1io motu action. The d.ecision of the Revisional Authority was 
awaited (pecember 2003). · 

Total 6.78 60.90 
.. 

The cases were referred to the Government between . August 2002 and 
March 2003; reply had not been received (December 2003). 

r.1;~1:::::::::::::::ill:::1:1:1i:r;,11~11111.1:r,11tli:::111tt1u1;11:1~1J.J.:~1:i.::;1»1.1~~1~1::::::::;:::::::::::::: 
Under th~ HGST J\ct, 1973, every dealer shall be liable to pay tax on the sale 
or purchase of goods other than declared goods. Vitamin Feed ·supplement 
being general goods was taxable at general rate of 8. 8 per cent hetween the 

. years 1992-93 and 1'995-96, 7 per cent during 1996-97 under HGST Act and 
at 1 Oper cent without C Form under CST Act, 1956 . 

. .. ' 

During. test-check of records of the DETC, Ai;nbala Cantt. it was. noticed 
between March 1998 and December 1'999 thatfour dealers sold Vitamin feed

.supplement for Rs.l.69;cfore during the years 1992-93 and between 1994-95 
and I 996-97. The Assessing Authorities, . while finalizing the assessments 
between June 1996 and May 1998, erroneously ·allowed deduction of 

- Rs. I :69 crore treating the sale as tax-free goods. The omission resulted in 
under-assessment of tax of Rs. 14.29 lakh. · 
. ·. .- .· . . . . . . . 

On this being poirited out ,in audit, the department admitted the observation 
and raised in June and July 2002 an additi.onal ·demand of Rs.14.29 lakh .. 

· against the dealers. Further report on recovery is awaited. 
. . . 

The cases were referred to Government in December 2002 and~ January 2003; 
reply was awaited (December 2003}. 
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l~:~;!!!!!!li!l:::ili'.l!i.IB!i~:nv:lllillli~ll.j!!!ll!!l:l 
Under the HGST Act, 1973, cotton is taxable at the stage of last purchase 

· when purchased within the state while wheat is taxable at the stage of first 
gurchase :when purchased within the State. No deduction from dealer's gross 
thrnover ·is allowable if such goods are indirectly exported out of India. 
f;urther, a dealer is liable to pay purchase tax on goods (other than declared 
goods) purchased within the state and used in the manufacture of tax free 
goods or taxable goods which are disposed of otherwise than by way of sales. 
J1or non-payment of tax alongwith the returns, interest is also chargeable on 
the amount of tax due at one per cent for the first month and one and a half 
per cent per month thereafter so long as the default continues. 

I , • . 

I 

During test-check of records of four DETC, · it was noticed between 
August 1999 and November 2002 that assessing authorities did not levy 
purchase tax ofRs.31.97 lakh including interest of Rs.2.72 lakh in 7 cases of 4 
qealers during the years 1994-95 to 1998-99 as detailed below: 

I. DETC, 
Sirsa · 

1997-98 and 1998-99 
(October 2000) 

1(2) 

Purchased . cotton from 

within the stat.: without 
payment oftax and exported 
the same out of India 
through exporters. There 
was no agreement between 
the dealers and foreign . 
buyers for such export. 

512.00 20.46 

Remarks~ On this being pointed out in auClit, the Department refemid the case to the Revisional Authority in 
June 2001 for taking .mo motu action. The decision of the Revisional Authority was awaited (I?ecember 2003 ). 

I 2. DETC, 
Kuruk
shetra 

1996~97 

(March 1999) 

1(1) 

Purchased wheat from 
within the state without 
payment oftax aild exported 
the same out of India 
through exporters. There 
was no agreement between 
the dealers -and foreign 
buyers for such.export. 

2.38 

Remarks:· On this being pointed out' ih audit, the Department reforred. the case to the Revis:ional Authority in 
November 1999 who raised an additional demand. of Rs.1.66 Iakh in August 2002. The report of recovery and 

i action taken on levy of interest and penalty had not been received (December 2003). 

3. DETC, 
Gurgaon 
·(East) 

1994c95 and 1995-96 
(September 1998 and_ 

January 1999) 
1(2) ' 

Purchased granules · from 
within . the State without 
payment of tax and used a 
part of it in the manufacture 
of tax-free goods. · The 
Assessing AuthoriW did not 
levy purchase tax on the 
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11• .. -value of such goods used in 
the manufacture of tax free 
goods and. on finished goods 
worth Rs.13.56 lakh 
transferred to unit-II of the 
same dealer but not 
accounted for there. 

. 

Remarks: On this being pointed out in au.dit; the Revisio~al Authority· created an additional demand oi' Rs.G.29 
lakh in January :f003. Report on recovery had not been received (December 2003 ). 

4. DETC, 1996-97 and !998-99 Purchased paddy husk 
· Jaga- (Febru.ary and March without payment of tax and 

dhari ·2002) used , as ii.tel in· · the 
1 (2) . .manufacture · of tax-free 

country liquor. 

70.28 2.81 

Remarks: On this being pointed out in audit, the Assessing Authority rectified the assessment orders a;1d 
created an additional demand of Rs.2.81 lakh in November 2Q02. Further report on amount recovered had not 
been received (De~ember 2003). ; . 

Total· 713.47 I 31.97 

. . . ·: . . 

The cases were referred ta. Government between August. 2001 and 
. February 2003; reply Ii.ad not been received {December 2003). · 

.!t11::::::::11::fil11111.~r.a1~1~11.~:~:11t.111:r1:1J.na1~1~1~~1:1@11~1;::::::1:rn:::;;;;::~:::~ 
Under the HGST Act,· 1973, no rebate of tax• paid on goods consumed 

. otherwise than in process or manufacturing of any goods or ·sold within the 
State .or in the course of inter-state trade or commerce is to' be allowed to a 
dealer. 

During test'"check of the records of ETO, Ambala City, 1t ·was noticed in 
June 2002 that a manufacturer of sugar and molasses purcha.sed tax paid goods 
i.e, pipes, cement, brushes, drills, ropes, gunny bags, firewood (building 
material), ink, bells etc. (stationery items), chairs, bed etc. {furniture), diesel 
etc. worth Rs.85.44 lakh during the years 1996..:97 and 1997-98. The 
Assessing Authority while finalising assessment in March 2002, erroneously 
allowed rebate of tax of Rs.5.39 lakh which was not admissible. This resulted 
in short levy of tax ofRs.5.39 lakh. 

On this being pointed out, the Department rectified the orders and created in 
June 2002 an additional demand of Rs.2.35 lakh in respect of all consumable 
goods except diesel: Regarding rebate allowed for tax paid on diesel, the 

41 



~udit Report (RL'Venue Receipt.\) for the year ended 31March 2003 

i . . . 

~ssessing Authority intimated in November 2002 that the case had been sent 
tb the Revisional Authority for taking suo motu action in October 2002. 
Further report on recovery made and action taken by Revisional Authority had 
riot been received (December 2003). _, 

i . . . 
The case was referred to the Government in August 2002; reply had not been 
~eceived (December 2003 ). 

:l~1.i:::1::1rnE1;12~1wm:::~~:~n~jljjli:11.n1:1:1~111:11:1:111:im1::1f 
I 

. l:Jnder the HGST Act, 1973, a dealer is required to pay full: amount of tax 
~ctording to the returns required to be submitte~ on or before the prescribed 
dates .. ln the event of default, the dealer is liable to pay. interest· at the 

. ~i:,escrib~d rates. In addition, penalty not. exceeding one and half times the 
ci.mount of tax, is.also leviable for non,-payn_1ent of tax alongwith the returns. 
In case of non-payment of government revenue, the amount can be recovered 
as arrears of land revenue. 

2.s.J During test-check ofrecords of the DETC, Faridabad (West), it was 
~oticed between September and December 2001 ·that a dealer did not pay tax 
alongwith returns during the years 1995:..96 and 1996-97. . The Assessing 
Authority while finalising the assessments in J anl.Jary and March 2001, created 
an additional demand of tax of Rs.4.90 lakh and stated in the assessment 
?rders that interest would be levied separately but no such action wasinitiated. 
:[his resulted in non-levy of interest of Rs.4.39 lakh besides penalty. 

' . 

On this being pointed out, the Department created demand of Rs.9.09 lakh 
jncluding penalty ofRs.3.50 lakh between June and July 2002. 
' 

' 

lfhe case was referred to the Government in January 2002; reply had not been 
received (Decemqer 2003). 
1 

1 f. 8. 2 In. another. case for the year 1992-93, remanded by the Appellate 
(\.uthority in May 1999, it was noticed in August 2002 that the Assessing· 
~uthority, Faridabad (West) created an additiOnal demand of Rs.46.62 lakh in 
~ovember" 2001 but interest of Rs.44.52 l~kh pay~ble for th~ period from 
August 1996 to November 2001 was not levied. Besides, no a,ct1on was taken 
to recover the amount of tax of Rs.46.62 lakh as arrears of land revenue. This 
'resulted.in non-recovery of tax and interest ofRs.91.14 lakh. 
I • 

I , . . . 

,The case was referred to the Department in August 2002 and to the _ 
'.Govern1hent inJurte 2003; reply had not been received (December 2003). · 
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- . . . 
The rates of tax leviable_on different.commoditiyshave been-prescribed under 
the HGST Act, 1973' and. CST Act, 1956. For non/short payment of tax 
alongwith. the returns, interest is chargeable on the amount of tax due at the 
prescribed rates. · - · 

. 2. 9.1 During test-check of records of 3 · DETCs, it was noticed during 
September 1999, November 2000 ahd Mar"ch 2002 that in the case of four 

. dealers, tax of Rs.36.66 lakh .. was snort. levied ·due to incorrect 
computations/application· of incorrect rate of tax as detailed below: / 

•' 

1r1111•11 
I. Faridabad 

(East) 
1996-97/ . The dealer made iriter-

March 1999 state sale of bus· bodies 
for Rs.111.32 lakh ·and. 
locai · · · sale · for. 
Rs.2.25 lakh during the . 
year 1996-97. ·. The 
Assessing Authority 
erroneously did · not 
levy . tax on the inter~ 
state sale of bus-bodies 
treating the sale as 
export out of the 
territory of India. 
Moreover, local sales 
were · assessed at the 
rate . of 4.5 per· cent 
instead. of correct rate 
of IO per cent. · 

11.25 

.Remarks: On this. be_irig pointed out in audit, the Revision~l Authority to whom th~.case. 
was referred; accepted the observation and raised an additional demand of Rs.11.25 lakh in· 

: Jtily 2002. Final position ofrecovery had not been recei\ied(December 2003). 

The cases were referred to the Government between April 200iand J~uary l003; reply was ' 
awaited (December 2003). · · · · 

2. Faridabad ·I · · 
(West)· . 

1998-99/ The ~ealer sold. pi~stic 
· March 2000 luggage bags valued at 

Rs.93.89 lakh from 
1 July 1998 to 31 
December 1998. The 
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· At~dit Report (Revenue Receipts) for the year e11ded 31Ma~ch20()3 

1•·---1. ~cniark~: 'On !his being pointed Olli. !he Depa111i1w! crcat~d an ;idditional demand or 
Rs.6.89 lakh irdvlarch 2002. Further reporl on recovery is awaited (Dece1i1ber 200.~ ). · I 

I ! . . -.- tr 

' J ; ' . '• ' •· ·.· ' ·, ' ii 

1 

]h~.c;.rses.·.~.verc referred .. J9 theGover1u11.en.l bel\ve.en A.1.Jril 2tH)2 and Januar:-.· 2003:reply '."as: J · 

I ''i''arted (D:ecember 200.'} . . .· .· . ; . • __ . . · . .. . · . . .. ·. · I 

:t Soriipal 2. I ij99~2_000; The deaiers sold ~0_01\,;ear 18.52 · I 

I 
1-
1 

1 
Jant1ary 200 I · valued.- at Rs.16.::>:'I crore 

(under · HGST: R.s: 1.06 
crorc . + wider CST:. 
Rs:.J'.l:Sl) dore) ··. dtrring. 
I 999-2iloo. · . The 
Assessing · Auil1orhy 
levied .fax:a1 lower rate or 
threeper cenl both. under 
HGST .. and CST Acts 
instead or correct rate. of 
ta.\: or fi\·e per cenrurider 
HGST. Act and four per 

·c£;nl- tinder CST Act. 

Remarks:; On this being pointed out. in, audit the 6cp:lrtment rectified. the orders and 
drealed an! additional demand or Rs. 18~52 lakh arid .reduced it fron1 the total amount' of 
i..:emptioniavailable t~ the dealers in Mai·ch 2002. . . . ·_ .. 
I : ·. . . .. · . . .· . . . .· . ·-·· .·· · .. · . 

I the _cases were: refen-ed to the Government between April 2002 and Janiiiiry 2003: reply \\·as I 
awaited (December 20()3 ): . . · . . . . · ,1 :. . ' ' ' ~ 

I !otal • -' . . 36.66_ '! 

l :~ 
! 

2.:9.2 U11der the HGST Aet, • J 973, when the eligibility '.certificate· of an 
e~empted/defe~red u1iit is \vithdra;vvn, the e0e1•nption/entitlen1ent certltip11e .· 
sliall J.:>e deemed to. have been .withdr~wn fi;omtl1eA)rst day .ofits. validity and;. 
th1e unit shall be liable to pay tax, interest or penalty under the Act as if no 
e1hitlemerit certificate; h.ad ever: been granted -to if. •. Fu1then .. foam procfµcts .. 
wbre tc.ixable ~tt the rate of I I Jier cent withoutForiii :C' t;ndei" the CST Act 
1956 i1rcluding Io percem surcharge.· · : · · · · ·. 

- i . - ~- ' . -: - ' - .. ~ f : . . . :. - .. . -__ . : - : --- -

-D'.uri11g test.:.check of records o.fthe DETC; Faridabad, it<was notice.d iii 
· D'.ecenibe11 1999 that an. ·exempted -~riit made· i n·t~r-State sale :of foam pro duds. 
v~lued at :Rs. l.I4 crore during the"years 1992-~93 to 1994-95 .. The Assessing 
ADthority'while fitiaJising assessn1ents in February 1998, levied tax a:t the rate 
of' four per cent: •·since exemption certificate granted to the unit had bee1i 
dncelled Jin Septeniber 1998, the.ta~ was to be l,evied at the rate of 11 per cenr 

· i n1-the abs~nce of' C' forms but th~ department· did· not ,:ectify .}he assessrnent 
ofders: This resulted in short levy of tax of Rs. Ll .51 lakh. Besides. interest. 
ar~d penalty was also leviable. · . 
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Chapter-II Taxes 011 sales, trclde etc. 

On this being pointed ollt in audit. the Department accepted the observation 
and created an additional demand of Rs.7.73 lakh for the years 1992-93 and 
1993~94 in March 2002 and sent the case for the year 1994-95 to Revisional 
Authority for taking .mo 1110111 action in January 2003. 

The case was referred to the Government in November 2002; reply had not 
been received (December 2003 ). 

- ... ·:. 

:1~::111:::m:11:m,;:11;r1i11~i~m'~n1:::1;11:t:i::::1:i;1~1w~1::'.:~!::~:B~111i:ltlg:::::::::::::::::::::::· 
Under the HGST Act, 1973, surcharge was payable at the rate of ten per cent 
on the amount of _tax payable by a dealer during the years 1994-95 and 
1995-96. 

During test-check of records of the DETCs, Sirsa and Faridabad (East), it was 
noticed in April 2002 and January 2003 that two dealers sold taxable goods 
valued at Rs.3. I 0 crore during the year 1994-95 and 1995-96. While 
finalising the assessments in April and September 200 I, the assessing 
authorities did not levy surcharge leviable und~r the HGST Act. The omission 
resulted in under-assessment of tax of Rs.5.62 lakh. 

On this being pointed out in audit, DETC, Sirsa sent the case to the Revisional 
Authority for taking s110 mow action in May 2002.. Further repot1 on action 
taken by the Revisional Authority had not been received till July 2003. ln 
another case of Faridabad (East), Revisional Authority created an additional 
demand of R.s.2.83 lakh in February 2003. Further progress on recovery was 
not received (December 20~3). 

The cases were referred to the Government in JUne 2002 and March 2003; 
reply had not been received (December 2003 ). 

:g~:1::~::::::::::::::::1t).ililli?.§ig~~1:f:~1t:::19fi:::t:~::::m:'-~¢~@ffe.$!:n:gi:!!.§i.:=::9.~::i9utt.1:::;::::::::::::;:::r 
Under the HGST Act, 1973, Woollen felts were taxable at the general rate of 
ten per cent during the year 1998-99. 

During test-check of records of the DETC, Panchkula, it was noticed in June 
2000 that a dealer sold woollen felts for Rs.63.97 lakh during the year 
1998-99. The Assessing Authority while . finalising assessment i11 
September 1999, did not levy tax on . the sale of woolen felts erroneously 
treating it as tax~free goods. This resulted in under-assessment of 
Rs.10.97 lakh including interest of Rs.4.57 lakh. Besides, penalty \vas also 
leviable for non-payment of tax alongwith the returns. 

On this being pointed out, the Revisional Authority .to whom the case was 
referred, accepted the observation and created an . additional demand of 
Rs.6.40 lakh in October .2002. As regards levy of interest and penalty, the 
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Assessing Authority to . whom the case was remanded, intimated m 
F~bruary 2003 that the pro~eedings were in progress. 

The case was referred to the Government in January 2003; reply had not been 
r~ceived (December 2003). . . . 

~i~:1:1::\I!.!.!.l!.niiiitit:::11~111~:111.~11i9:fili:!.iar~;:111~1~1:1!.1:!.::;;111::~~;: 
~nder the HGST Act, 1973, gram dal, a declared good is taxable at the rate of 
one per cent. ·under the Central Sales Act, 1956, inter-state sale of declared 
goods not supported by Form 'C' is taxable at twice the rate applicable to the 
sale or purchase of such goods inside the State. · The Excise and Taxation 
Commissioner (ETC), Haryana also clarified in March 2002 that gram dal 
when sold iri inter-State trade without Form 'C' is taxable at the rate of 

! . . . 

2per cent. 

Quring test-check of records of the DETC, Sirsa and Hisar, it was noticed in 
May 2000 and May 2002 that two dealers rriade inter-state sale of gram dal for 
Rs.3.26 crore without Form 'C' during the years 1998-99 and 1999-2000. The 
Pi.ss_essing Authority, while finalising assessments in· October 1999 and 
May 2001, levied tax at the rate of one per cent instead of correct rate of 
two per cent. This resulted in short levy of tax of Rs.3.26 lakh. 

I . 

dn. this being pointed out, the ETC, Haryana accepted the audit observations 
in May 2002 and directed the DETC, Sirsa to revise the orders of assessment 
by levying tax· at the rate of two per cent. No reply from DETC, Hisar had 
been received (December 2003). 

The cases were referred to the Government between July 2000 and July 2002; 
reply had not been received (December 2003). 

I 

.t1~:1.:1,:1::m111m1m11:i.1!~@1i11:;P.~::11\i!!!!i::1 
2.13.1 Under the HGST Act, 1973; a registered d,ealer shall not collect any 
amount by way of tax in excess of that payable by him. If such dealer collects 
apy exce~s tax, he shall be liable to pay,. in addition to any tax for which he 
may be liable, a penalty of an amount not exceeding five hundred rupees, or 
dquble the amount so collected, whichever is greater. 

During test-check of records ofthe DETC, Panchkula, it was noticed that a 
registered dealer collected and deposited. tax into treasury calculated on 
Sb per cent of the total value of contract of Rs.3 .26 crore during the year 
1995-96. However, the Assessing Authority, while finalising assessment iri 
May 1999, levied tax on Rs.2.14 crore worked out@ 65.75 per cent qf the 
contract value and allowed a refund cif tax of Rs.4.09 lakh which was 
incorrect 
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Chapter~Il Taxes on sales, trade etc. 

On. this being pointed out, the Revisional Authority recalculated the taxable 
turnover at 80 per cent of the total contract value and raised aD. additional 
demand orRs.4.09 lakh in January 2002. Report on recovery of the additional 
demand created was awaited (December2003). · . . \ . 

The case was referred to ihe,Governmenf in January 2003; reply had not been 
received (December 2003). 

2.13.2 Under the HGST Act, 1973, tax paid in the State on the sale of goods 
used in the manufaCture of goods shall be refundable if such goods are 
leviable to tax atthe last stage of sale or are sold in the course of export out of 
the territory oflndia. 

During test-check of records of the DETC, Hisar it was noticed in April 2002 
~hat a dealer manufactured atta, rhaida and suji taxable at the first stage of sale 
in the· state during the year 1998-99. The· finisheq products had neither been 
sold to registered dealer nor exported out of India. .But the· Assyssing 
Authority while finalising the assessment in April and September 2001, 
erroneously allowed refund of Rs.4.35 lakh. The mistake resulted in irregular. 
refund ofRs.4.35lakh. 

On this being pointed out, the Department sent the case to the Revisional 
Authority who disallowed the refunds and raised a demand ·.'of Rs.5.17 lakh 
including interest of Rs.0.82 lakh in November 2002. Further progress on 

· recovery had not been received (December 2003). 

The case was referred to the Government in July 2002; .reply had not been 
·received (December 2003) .. · 

t®Jii.IJ.f:[r1111~1:1:11111.1Ji111:1iii~:~1fi~111[::11i::1m11111::1:: 
Under the CST Act, 1956, a dealer shall be liable to pay tax on the sale of any_ · 
goods effected by him in-the course or inter-state trade or commerce at the 
rates prescribed' thereunder. 

During test-check of records of the DETC, Kurukshetra, it was noticed iii July 
2002 that two dealers sold rice vah1ed at Rs.3.54 crore during the years 
1997-98 and 1999-2000 in:·the course. of inter-State tnide or commerce. While 
finalising assessments in September and December 2001, the Assessing 
Authority omitted to leyy. tax on· inter-state sale of rice. This. resulted in 

. under-assessment of tax of Rs.· 14 .15 lakh. · · · 

· On this being pointed out, the Assessing Authority stated in March.2003 that 
·the case~ had b.een sent to. the Revisional Authority for taking ~~uo motu action 
in November 2002. -- Decision of the Revisional Authority had not been·. 
received'(December 2003). . . . 

The cases were referred to 'the Government in !V1arch .2003; reply had not been · 
received (December 2003). 
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-Under the HGST Act, 1973, Indian Made Foreign Liquor (IMFL) was exigible 
to tax at the rate of twenty per c:e11/ during the year 1998-99. J 

During test-check of records of the DETC, Faridabad (West), it was noticed in . 
.lune 2002 that a dealer sold IMFL for Rs.38.92 lakh during the year 1998-99. 
While finalising assessment in September 200 I, the Assessing Authority 
erroneously allowed deduction from gross turnover treating the sale of IMFL 
its exem(Jted sale. This resulted in under-assessment of tax of Rs.13.70 lakh 
including interest. 

On this being pointed out, the Department created an additional demand of 
Rs.13.70 lakh in December 2002. Report on the recovery of additional 
demand was awaited (December 2003 ). · 

The case was referred to Government in March 2003: reply had not been 
received (December 2003). 

:1~::1::~:::::::::::::::m1,:1~tt±:~$~¢$$,ll.:~1:t:::1uii::t.t:1::::1i~l$1::::f:11.~:!,i:::::::::::::::::: 
' 

2. I 6~ I Under HGST Act, 1973, no rebate of tax paid on goods consumed in 
manufacture of goods transferred to branches is admissible. 

During test-check of records of the DETC, Jagadhari, it was noticed in 
October 2002 that during the year 1997-98, a dealer used tax paid goods in the 
inanufactt.1re of goods valued at Rs.276.95 crore of which goods worth 

~ ~ 

Rs. 151. 98 crore were transferred to its branches. The AssessiIH.!. Authority . ~ -
while finalizing asse?sments in May 200 I, aJlowed a rebate of Rs.21.94 lakh 
instead of Rs.9.90 lakh admissible on propo11ionate basis. The omission 
resulted in excess rebate of Rs. 12:04 lakh. 

On this being pointed out, the Department accepted the observation and 
created an additional demand of Rs. I. 16 lakh in November 2002 after 
adjusting .an amount of Rs. I 0.88 lakh inadvertently levied in May 200 I on tax 
paid purdiases. 

The case was referred to the Government in January 2003; reply had not been 
received (December 2003 ). 

ll6.2 . Under the HGST Act, 1973, tax paid in the State on the sale or 
purchase of goods used in manufacture shall be refundable if and only if the 
I'nanufactured goods are other than declared good.s. . 

During test-check of records of the DETC, Sonipat, ·it was noticed in 
October 2002 that a dealer purchased tax paid goods valued at Rs.88.91 lakh 

. (empty glass bottles: Rs.69.22 lakh and fornace oil: Rs.19.69 lakh) during the 
year 1998-99 and used the same in manufactu're of taxable and tax free goods 
(beer). While finalizing assessment in Au~ust 200 I, the Assessing Authority 
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erroneously allowed a rebate of tax on the material us~d in the manufacture of 
tax-free goods (beer) valued at Rs.8.95 crore. The mistake resulted in excess 
rebate ofRs.3.11 lakh.' 

On this being pointed ·out, the Assessing Authority rectified the or'ders in· 
February 2003 and disallowed the 'rebate of Rs.·3. Ii lakh. FL~rther repor1 on 
recovery had not been received (December 2003) .. 

The case was referred to the Government iri January 2003: reply had not been 
received (December 2003 ). ~ 

2. 17. 1 The HGST Act, 1973 and HGST Rules, 1975 provide that on 
cancellation of eligibility certificate or exemption/entitlement certificate 
before it is due for expiry, the entire amount of tax exempted shall become 
payable immediately in lump sum and the provision relatin,1/ to recovery of 
tax, interest and imposition of penalty shall be applicable in such cases, 
Further, the amount of any tax, interest and penalty imposed under this Act 
which remains unpaid afterthe due date, shall be recoverable as arrears of land 
revenue. 

During test-check of records of the DETC, Faridabad (East) and Faridabad 
(West), it was noticed in February 2003 that two dealers who were granted 
exemption/deferment from payment of tax discontinued their business during 
the currency of exemption period. Though their exemption/deferment 
certificates were cancelled in September 1998 and March 2002 the department· 
while raising demand of tax due, did not levy/recover interest of Rs.0.33 crore. 
Besides no action was taken by the depart111ent to recover an amount of tax of 
Rs.0.36 crore. 

On this being pointed out in audit, DETC Faridabad (West) stated that interest 
was not ieviable in the case of withdrawal of exemption certificate: The reply 
was not tenable as the interest is leviable under. the relevant Rule. DETC 
Faridabad (East) stated in February 2003 that action was being taken to 
recover the tax and levy on interest. 

·The cases were referred to the Government in May 2003: reply had not been 
received (December 2003 ). . · 

2. I 7.2 As per HGST Rules; 1975, the benefit of tax exemption/deferment 
shall be subject to the condition that the unit after having availed of the· 
benefit, shal I continue its production at least for the next five years and at a 
level not below the average product.ion for the preceding five years. In case 
the unit violated any condition, it shall be liable to make full payment of tax 
benefit availed of by it alongwith interest and penalty. 
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During test-check of records of DETC, Hisar, ·it was noticed in January 2003 
that a dealer was granted exemption from payment of sales tax for _a period of 
five years (from 1 Decemberl990 to 30 November 1995) in October 1991. 

· irhe dealer availed of exemption of Rs. 5. 97 crore till September 1995 and · 
closed his business in April 1998. Thus, the dealer did not continue 
production for a period of five years after availing exemption and did not 
produce at average level of the preceding five years. He was thus liable to full 
amount of tax benefit of Rs.5.97 crore alongwith interest and penalty. 
However, neither did the dealer pay tax of Rs. 5. 97 crore nor the department .. 
raised any demand against for the tax resulting in non-recovery . of tax .of 
~s.5.97 ~rore and interest ofRs.4.14 crore besides penalty. 

The matter was brought to the notice of the Department and to the 
Government in January 2003; reply had not been received (December 2003). , 

An internal audit system in . a' department is an important tool for an 
independent appraisal and review of financial and various other operations in 
the department. It also helps the internal control mechanism. The Excise and 
Taxation Department however, ,did not have an internal audit system ih · 

._ ?peration. 
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CHAPTER-HI.: Stamp Duty and Registration Fee· 

. . . 

·.:~~:1:::::::::::::m::11g;~~1:;~11.11:'-1::::::::::11; 
Test-check of records of various registration offices conducted in audit during 
the year 2002-2003 ·revealed non/short levy of stamp duty and registration fee 
am.ounting to Rs:8.40 crore in 3,296 cases which broadly fall under the 
following categories:. 

·---1. 

2. 

-. 
.) . 

4. 

5. 

Non/short levy of stamp duty 
and registration fee 

Loss ()f stamp d1itv due to 
misclassification · of release 
deeds· 

Non-levy ofstainp duty on 
exchange of property 

Loss ~f stamp dµty 4ue to under-
valuat1011 of properties . 

Loss· due to irregular. exemption 
of stamp duty and registration 
fee on mortgage deeds · 

. Totall 

144 0.52 . 

783 4:99. 

32 0.26 

624. 2.00 

1,713 0.63 

3,296 ·SAO 

During the year 2002:-2003,. the Department a9cepted. under-assessment of 
Rs.2.40 crore involyed iq .705 cases of which 218 cases involving 
Rs. I. 00 crore had been pointed out in audit during 2002-03 a11d the rest in 
earlier years. An amount ofRs.0.26' crore in 157 cases had been recovered . 

. during 2002-03 of which Rs:0.25 crore recovered in 156 cases pertained to· 
earlier years. 

A few illustrative cases involving Rs.O.J5 crore are mentioried in this Chapter. 
· Of these, the Department accepted · 2 · audit observations involving 
Rs.0.19 crore. 



. Ji udit Report (Revenue Receipt.\) j(Jr the year ended 3 !March 2003 

The Indian Stamp Act, 1899, as applicable to Haryana, provides that the 
tonsideration and all other facts and circumstances affecting the chargeability 
9f any instrument with duty or the amount of duty with which it is chargeable, 
should be fully and truly set forth therein. Further, the Act, provides that if 
Any person who, with intent to defraud the Government,· executes an 
i:nstrunie'nt in which all the facts and circumstances required to be set forth in 
$uch instrument, are not fully and truly set forth, is punishable with a fine 
which may extend to five thousand rupees per instrument. 

During test-check of records of 13 * registering offices, it was .noticed between 
I , 

IN ovember 200 I and December 2002 that 25 conveyance deeds were 
iegistered between May 2000 and July 2002 on account of sale of immovable 
I • 

~roperties. The total value of properties set forth in all these conveyance 
~eeds was Rs.85.44 lakh whereas the total value as per agreements executed 
oetween affected parties during July 1999 to May 2002 and found recorded 
~ith the various document writers, worked out to Rs.1.66 crore, Thus, the 

. ~onveyance deeds were got executed and registered at a consideration less 
than that agreed upon between the parties. This resulted in evasion of stamp 
duty· of Rs. I 0.37 lakh, Besides, penalty not exceeding Rs.1.25 lakh for 
under-valuation made with intent to defraud the Gove~nment was also 
l1eviable.' .. 

1 

On this being pointed out in audit, seven registering authorities accepted the 
~udit observations and one of them recovered stamp duty of Rs.0.17 lakh. No 
~eply was received from the remaining 6 Sub-Registrars (December 2003 ). 

The cases were referred to the Government ·between March 2002 and 
I • . . 

February 2003 who directed Deputy Commissioners, Hisar, Jind, Bhiwani, 
Faridabad and Panipat between April 2002 and March 2003 to send replies 
\vithin three weeks. Further progress of recovery was awaited from the 
vovernment (December 2003 ). ln other cases, no reply had been received 
~December 2003). · 

I ; 

:i~11::1::111::::1:~1.:ijii::1ie:::11:1111:::1.:1;iw1111::::1191:111«::91::111»11~i::::::::::::::::::::,. 
I 

As per Indian Stamp Act, 1899, as applicable to Haryana, stamp duty on 
exchange of property is chargeable as for a conveyance· deed. Government 
(urther clarified in September 1996 that compromise decrees which create for 
ihe first time right, title or interest in the said immovable property in favour of. 
Any party would require registration and is also chargeable with duty as an 

Sub-Registrars: Bawani Khara, Bhiwani. Charkhi Dadri, Laham (District Bhiwani): 
Sub-Registrars· Adampur, .. Hansi, Hisar, Namaund and Uklana (District Hisar): 
Sub-Registrar Palwal (DistriCt Faridabad); Sub-Registrar Jind (District Jind) and 
Sub-Registrars, Israna and Madluada (District Panipat). 
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. . 
instrument or conveyance deed for a consideration equal to the value of the 
property or the value set forth in such instrument, whichever is higheL 

During test-check of records of 11* offices of Sub-Registrars, it was noticed 
between December 2001 and December 2002 that 25 compromise decrees 
creating right, title or interest for' the firsttirne in immovable properties valued 
at Rs.1.05 crore were registered between June 2000 and January 2002 without 
levying stamp duty resulting in short realisation of stamp duty amounting to 
Rs.14.03 la:kh: · 

On this being .pointed out, Sub-Registrars, Bhiwani, Narnaund (Hisar) .and 
Tohana admitted the audit observation and intimatea between December 2001 
and March . 2003. that notices had . been. iss~ed. to effect recovery of 
Rs.0.07 crore. Deputy Commissioner, Yamunanagar intimated in March 2003 
that all the 6 cases (SR Radaur: 2 cases and SR Jagadhari: 4 cases) were 
pending with Collector for decision. No reply was received in other .cases 
(December 2003). · 

The m;itter was referred between March 2002 and February 2003 ts> the 
Government who directed between. October 2002 and March 2003 the 
Registrars, Bhiwani, Fatehabad, Gurgaon, Panipat and Yamunanagar to 

· furnish reply within three weeks. Further progress on action taken was 
awaited (December 2003) from the Government. In respect of other offices, 
no reply had been received (December 2003 ) . 

. 11~m.::::::::::::::::::;1111:111::;11::11111::::1:111:::;1::::i~ilgi§:lliiiilii:i:i:i::::::;:::: 

Under Article 55 of schedule I.:A of the Indian Stamp Act, 1899 and further 
clarificatioflfinstructions issued between 'October 1999; and September 2000 · 
by Govermnent, Revenue Department, stamp duty on any release of ancestral 
property made in favour of brother or sister (children of renouncer's parents) 
or son or daughter or father or mother or spouse, grand children. or nephew or 
niece or co-parcener of the renouncer is leviable at the rate of Rs.15 per 
instrument. In any other case, the stamp duty shall be charged at the rates as 
applicable to a conveyance for the amount equal to the market value of the 
share, interest and part of claim renounced. 

During test-check of records of s** Registering Offices (Panipat District) for 
the year 2001-02, it was noticed in. December 2002 that 25 releases of 
ancestral property valued at Rs.54 lakh were made in favour of relatio~s other 

* 

** 

Sub-Registrars, Bhiwani, Bhattukalan, Farnkh Nag~1r, Jagadhari, Nathusari Chopta, 
Namaund, Panipat Radaur, Ratia. Sirsa; Sohana and Tohana. 
Sub-Registrars/Joint Sub-Registrars, BapolL Israna. Madlauda, Samalkha <lnd 
Pimipat (District Pm1ipat). 
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than those specified in Article 55 of schedule 1-A of the Act, by charging 
~tamp duty of Rs.405 instead of Rs.6. 75 lakh leviable as a conveyance for the 
amount equal to the market value. This resulted in short levy/recovery of 
stamp duty ofRs.6.75 lakh. · 
' ' , 

The matter was brought to the notice of the Department and to the 
·Government in January and May 2003 respectively, but the reply had not been 
1leceived (December 2003). ·. · . 
"! 

;;~,;::::::::m:::::::s1:~lr!.:::~1¥1i!:11l~,rilln:::111;::::;;::::111 
~s per Indian Stamp Act, 1899, 'conveyance' includes conveyance on sale 
~nd eve~y instrument by which property, whether movable or immovable, is 
transferred. Further, the Indian Registration Act, 1908 provides that 
immovable property includes land, building and things attached to the earth. 
Government clarified in July 1994 that plant and machinery installed in the 
factory for permanent use when sold alongwith the factory, land and building 
would constitute a part of immovable property. 
I . 

During test-check of records of Sub-Registrar, Panipat for the year 2001-02, it 
was noticed in January 2003 that two· vendors purchased a factory for a 
tonsideration of Rs.27.66 lakh in auction conducted by the Haryana Financial 
Corporation. While executing the sale deeds in October 2001 . and 
I • 

February 2002, the Registering Authority levied stamp duty of Rs.1.16 l.akh on 
the cost :of land and building valued at Rs. 9.27 lakh but did not levy stamp 
~uty on· plant and machinery installed therein and valued at Rs.18.39 lakh 
resulting in short levy of stamp duty ofRs.2.30 lakh. 
i 
i . . 

1fhis was pointed out to the Depa~ment, butthereply had not been furnished 
(December 2003). The matter was· referred in February 2003 tci the 
P,overnment; reply had not been received (December 2003). 
I 

I 

"' 
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CHAPTER-IV: Other Tax Receipts 

, , -

Test-check of records in departmental offices relating to revenues received 
, , from State Excise Duty, Taxes on Motor Vehicles, Passengers and Goods Tax, 

Entertainment Duty, Purchase Tax (Agricuiture) and -Electricity Duty 
conducted in·audit during the year 2002-03 rev'ealed under.;;assessrrient of taxes 
and duties and loss of revenue amounting to Rs.29.92 crore in 1,48, 111 cases 
as depicted below: 

···---1. State Excise Duty 69 5.21 

2 Electricity Duty 726 0.01 
, , 

J Taxes on Motor Vehicles 1,46,707 16.32 

4. Passengers and Goods Tax 583 3.10 
-

5, Entertainment. Duty and -Show 18 0.33 
Tax· 

6. ·Purchase Tax (Agriculture) 
- -

8 4.95 

TotaH ]: 48111 ' - ' ', 

29.92 

Iri the cases of Taxes on Motor Vehicles, Purchase tax (Agriculture) ana State 
Excise Duty, the department accepted under,.assessment .of RsA.71 crore iri 
984 cases which waspointed- out during the year 2002-03 and recovered an 
amount of Rs.1:50 crore in 130 cases during 2002-03 of which Rs. LI 8 crate 
_recovered in 123 cases pertained to earlier years: - ,_ 

A fow illustrative cases involving Rs,19.40 crore , are ,- ~entio~ed , in this 
-Chapter. Of these, the Department accepted 6 audit obsei-Vations invol~ing 
, Rs.2.86 crore and recovered Rs.0.37 crore in 5 cases. 

) -



. I udir Reporf (Revenue Receipfs) f or rhe yenr ended 3 1.\ !nrc:h 2003 

State Excise Duty 

. . ,,,...... .-..... ·. ... ..,,. ... ..... .,.· . . ......... « 

[4&,,. _,. Sh-0dirg~Qt~nr:~qf;i~ter~L_,,_'@l] 

As per provisions contained in Haryana Liquor Licence Rules, 1970 read with 
conditions of State's Excise Policy announced for the year 2001-2002, the 
successful bidder when granted a licence shall pay the licence fee in the 
prescribed manner. In case of default, the licencee shall be liable to pay 
interest at the prescribed rates. 

During test-check of the records of the Deputy Excise and Taxation 
Commissioners (DETCs), Fatehabad, Jind, Kuruk hetra and Kaithal , it was 
noticed between May and ovember 2002 that 4 licencees (one in each 
district) did not pay the monthly instalments or licence fee by the prescribed 
dates duri ng 2001-2002. The Department did not raise any demand for 
interest payable for the delay which resulted in short recovery of interest of 
Rs. I 43 crore. 

On this being pointed out, the Department accepted the observation. Further, 
DETC Fatehabad and Kaithal recovered Rs.2 1.09 lakh and intimated in June 
and December 2002 that efforts were being made to recover the balance 
amount. DETC, Jind and Kurukshetra intimated in May and November 2002 
that action was being taken to recover the amount of interest. 

The matter was referred between December and January 2003 to the 
Government; reply had not been received {December 2003) 

4.3·:· J>~i.,r~covecy (>fpeoAlti~l,:/·;~ 

The Punjab Excise Act, 1914, as applicable to Haryana, provides that if 
penalty is not paid within the stipulated period, the Collector or Deputy Excise 
and Taxation Commissioner (DETC} shal l pass speaking order for 
confiscation of the means of transport which shall be put to auction within 30 
days of the order of the confiscation. The auction amount shall be adjusted 
towards the payment of penalty. The unrecovered amount of penalty, if any, 
shall be recoverab le as arrears of land revenue 

During test-check of records of DETC Ambala, for the year 2001-02 it was 
noticed in August 2002 that two vehicles carrying 2000 pouches of country 
liquor were detained on 29 May and 7 July 200 l and penalty of Rs. I .SO lakh 
was imposed in June and August 200 I by the Department but the offenders 
fai led to deposit the amount within the specified period The vehicles used by 
both the offenders were confiscated in the month of October 2002 but these 
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were not put to auction for recovery of government dues resulting m 
non-recovery of penalty ofRs.1.50 lakh. 

On this being pointed out in audit, DETC Ambala accepted the observation. 
However action taken to recover the amount had not been intimated 
(December 2003 ). · 

The matter was referred to the Government in May 2003; reply had not been 
received (December 2003). 

PasseH1gers and Goodls Tax 

' 

As per notification issued in July 1994 by Haryana Government Excise and 
Taxation Department under the Punjab Passengers and Goods Taxation Act, 
1952, as applicable to Haryana, permit holders plying buses on link routes of 
the State under the scheme of privatisation of passengers road transport, are 
required .to pay lump-sum passengers tax based on the seating capacity of the 
bus on monthly basis at the rate of Rs.16,000 for 52/54 seater and Rs. l 0,000 
for 30 seater buses. 

During tesf-check of records of 9* offices of the Dep~ty Excise and Taxation 
Commissioners (DETCs) for the year 2001-2002, it was noticed between 
May and December 2002 that 69 transport** co:.operative societies who were 
granted permits for plyirig buses on link i:oads either did not deposit monthly 
passengers tax or deposited it short. This resulted in non/short realisation of 
passengers tax of Rs.46. 54 lakh. 

On this being pointed out, the Department made recovery of Rs.0.64 lakh·from 
5 transport co-operative societies and intimated between May and 
December 2002 that action to recover the balance amount was being taken. 
Further progress of recovery was awaited (December 2003 ) .. 

· The matter was referred between August 2002 and January 2003 to 
Government; reply had not been received (December 2003). 

* 

** 

Deputy Excise and Taxation Commissioners: Bhiwani, Faridabad (East), Faridab<id 
(West). Jind, flrnijar. Kumkshetra, KaithaL Rohtak and Yamunanagar. . 
A Transport Co-operative .Society means a Society registered under Haryana 
Co-operative Societies Act, 1984 and granted a pennit under provisions. of Section71 · 
of Motor Vehicles-Ad, 1988 for plying buses on link route in the State. 
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Taxes on Motor Vehides . 

:1~iii,i,t.::::::::1m11:11~;,i1P.JBilii11:t,~::1111:iilli,iM:igf$!liii.ui.'.§::i~:1::::1:1i;;;i 
The Regional Transport Authorities/District Transport Officers are to issue 
permits under various sections of Motor Vehicle Act, 1988 for the region 
under their jurisdiction and countersign for each additional region of the State 
after charging permit fee and countersignature fee at the rates prescribed under 
the Punjab Motor Vehicle Rules, 1940 as appli~able to Haryana. The amount 
o] fee is payable on the basis of number of regions induded in the permit in 
th~ state. The Government increased the number of regions from 6 to 10 in 
March 1999 and to· 19 in February -2001. The permit/countersignature fee for 
h~avy/light motor vehicles was payable at the rates ofRs.2,625/Rs.1,750 upto 
March 1999 and Rs.4,125/Rs.2,750 upto February 2001 and thereafter, it was 
p~yable at the rate of Rs.7,500/Rs.5,000 for heavy I light motor vehicle 
(HTVs/LTVs) for each block of 5 years. 

O:uring test-check of records of 19* Regional Transport Authorities 
(RTAs)/District Transport Officers (DTOs), it was noticed between 
March 2002 and February 2003 that permits were granted for plying vehicles 
in whole of the Haryana State but permit/countersignature' fee in respect of 
37,378 vehicles was recovered at the ·rate of Rs.2,625/Rs. l,750 for each 
heavy/light motor vehicle instead of Rs.4, 125/Rs.2,750 for the permits issued 
during the year 2000-01 and Rs.7,500/Rs.5,000 for the. permits issued during 
tliie year 2001-02 respectively. This resulted in short realisation of permit 
fee/countersignature fee ofRs.15.21 crore in 37,378 cases. 

On this being pointed ciut in audit, 11 RT~A..s/DTOs stated between March 2002 
and February 2003 _that permit fee at new rates would be charged on receipt of 
instructions from the Transport Commissioner/Government. Reply was not 
tenable as no separate orders of Government/Department . were required to 
charge permit/countersignature fee at enhanced rates. Further: in similar cases 
the Public Accounts Committee (PAC) in its 44111 report relating to Audit 
Report 1991-92 presented to the State Legislature on 21st March 1997 had 

. directed the Department to effect recoveries on the basis of number of regions 
included in the permits. ·No reply had been received (December 2003) from 
t
1
he remaining 8 RTAs/DTOs. 

The matter was referred between March · 2002 · and March 2003 to the 
Government who directed· in December 2002, March and April 2003 the 
Transport Commissioner, Haryana to furnish reply within the stipulated period 

* 
. . 

Regional Transport Authority/District Transport Officer, Ambala, Bhiwani, 
Fatehabad, Faridabad, Gurgaon, Hisar, Jind, Tiia_iiar at Bal\adurgarh, Kamal, Kaithal, 
Kumkshetra, Namaul,_ Panipat, Panchkula, Rohtak, Rewari, Sirsa, Sonipat and 
Y amunanagar. · ' · 
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of six weeks. The Transport Commissioner
1 

however, intimated in 
January 2003 that the matter was being referred to Government for decision. 
Further reply had not been re.ceived (December '.2003 ). 

:1ifi::I:rn:::i1a1;11.11~11:::1~1ivmi.1::::15.::::::m1::ml 
As per provisions of the Punjab Motor Vehicles Taxation Act, 1924, as 
applicable to Haryana, token tax shall be leviable on every motor vehicle in 
the prescribed manner. In case of omission to comply with the provisions, the 
Act further provides that the licensing officer may impose a penalty, which 
may extend to twice the ~mount of tax due. Arrears of tax can be recovered as 
arrears of land revenue. 

During test-check of records of 10* District Transport Officers {DTOs) for the 
years 2000-'200 i · and 2001-2002, it was noticed between February and 
September 2002 that token tax in respect of 254 buses of transport 
co-operative societies for .the period between October 1996 and March 2002 
was neither deposited by the transport co-operative societies nor demanded by 
the department. This resulted in non-payment of token tax of Rs.56.80 lakh. 
Besides, penalty upto Rs.1.14 crore was leviable. · 

On· this being. pointed out in audit, 8 DTOs accepted the observations 
involving Rs.49 lakh. .DTOs Ambala and Yamunanagar further intimated 
between June and. August 2002 that Rs.3.74 lakh out of Rs.10.89 lakh had 

. been recovered and efforts were being made to recover the balance amount. 
The DTOs Hisar, Kamal,· Rohtak, Rewari, Bhiwani and Faridabad intimated 
between March and September 2003 that steps to recover the amount of 

· Rs.37.72 lakh were being taken. No reply had, however, been received from 
DTOs Kurukshetra and Narnaul in respect of remaining amount of 
Rs.8.18 lakh. 

The matter was referred. between March 2002 and January 2003 · to 
Government; reply had not been received (December 2003). 

* District Transport Officers. Ambala. Bhiwani, Fclridabad, Hisar, Kumkshclra, KarnaL 
Narnaul. Rtwari. Rohtak and Yamunanagar. 

. 59 



l . 

.·l.udit Report rRevenue Receipts) .fhr the year ended 3 /JI arch ]003 

:1~ra:::::[::::::rns.1P.1r1t.11tr1inu:::(t1::1~:~1:1:11:::J.:11.11.~~:::r.~1.:I:::t:II::· 
According to the notification issued in March 200 I by the Ministry of Road 
i;ransport and Highways and circulated in. May 2001 by the Transport 
Commissioner, Haryana, driving licence fee is to be charged at the rate of 
Rs.150 for each class--0f vehicle. 

Test-check of records of 5* Registering Authorities for the year 2001-02 
revealed between January and March 2003 that 7,611 driving licences were 
i~sued for more than one class of vehicle but driving licence fee was charged 
at the uniform rate of Rs.150 only during the year 2001-02 and no driving 
licence fee had been charged _separately for additional class** of vehicle. This 
resulted in short charging of fee of Rs. 12.44 lakh. 

Qn this being pointed out, Registering Authorities of Rewari and Kosli 
intimated between March and April 2003 that driving licence fee was rightly 
charged. This was not tenable as the Transport Commissioner, Haryana had 
specifically clarified in February and March 2002 that driving licence fee was 
tp be charged @ Rs. 150 for each class of vehicle separately. Replies from 
Registering Authorities, Jhajjar, Panipat and Samalkha had l1ot been received 
till June2003. · . · 

The matter was referred to Government m Apri 1 2003; reply had not been 
r.eceived (December 2003). 

Entertainment Duty 

:~~§:::::iI:::::::1~!:~ir111n.eri.@1w11:1:91;:;p,~~1~:!:n1~11:J.::::1:P.:ti@::::::::::::::::: 
Under the Punjab Entertainment Duty Act, 1955 and the Rules framed 
thereunder, as applicable to Haryana, the proprietor of a video house, 
exhibiting video-shows on payment, is required to make advance payment of 
entertainment duty on first day of each quarter at the rates prescribed by the 
Governn1ent from time to time. Under Government notification issued in 
March 1989, entertainment duty is payable on the basis of population (as per 
the latest census) of the town in which the video house is located in. the 
prescribed manner. ln case, the proprietor fails to pay the duty in advance, the 
Entertainment Tax Officer shall be competent to forfeit the whole or part of 
l)is security. 

* 
** 

Jha.Uar. Kosli. Panipat Rewari and Sonipat 
Class of vehicles: (i) Scooter/Motor Cycle. (ii) Jeep/Car, (iii) Tractor and other type 
of vehicles. 
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Chapter-I// Other Tax Receipts 

During test-check of records of the Deputy Excise and Taxation 
Commissioner (Entt.), Gurgaon (West) for the years 1999-2002, it was noticed 
in January 2003 that out of 13 video owners, 8' video owners paid 
entertainment duty ofRs.3.80 Iakh on the basis of density of population as per 
1991 census instead of Rs.6.00 lakh on the basis of census of 2001. The 
Deputy Excise and Taxation Commissioner did not raise demand at the 
revised rates resulting in short payment of entertainment duty of Rs.2.20 Iakh 
during the year 2001-02. The remaining 5 video owners had not paid 

· entertainment duty of Rs.4.50 Iakh due from _them between January 2000 to 
March 2002. Though duty was payable in advance, the video owners did not 
deposit the duty and DETC did not raise any demand or take action to adjust 
the amount from the security. This resulted in non/short-recovery of 
entertainment duty of Rs.6. 70 lakh from 13 video owners. 

On this being pointe~ out, the Department recovered Rs.0.45 lakh from two 
video owners in February 2003 and issued notices to all the other parties for 
effecting recovery. · 

The matter was referred to the Government in February 2003; reply had not. 
been received (December 2003 ). 

1 · Purchase Tax . 

:1~11:::::::Itili~ii~~u¥t,1;;1:1::1P.r~r1i.:~i::::~~;~;:;.n1::::1n:~~1~§1:::::::::E::::: 
According to the notifieation issued in October· 1977 under the Punjab 
Sugarcane (Regulation of Purchase and Supply) Act, 1953 and the rules 
framed thereunder, as applicable to Haryana, a sugar factory is required to pay 
tax of Rs. 1.50 per quintal on purchase of sugarcane latest by 14111 of the 
following month and send a monthly return to the Cane Commissioner i.n a 
prescribed format. In the event of default in payments or for belated 
payments, interest at_ 15 per cent per annum shall be charged for the period of 
default. The Act, further provides that all sums payable to Government; but 
not paid by the due 'date, shall be recoverable as arrears of land revenue. 

During test-check of records of Assistant Cane Development Officer (ACDO), 
Panipat (or the year 2001-02, it was noticed in April 2002 that an assessee 
purchased 2148986.15 quintals of sugarcane between November. 200 I and 
March 2002. Purchase tax and interest of Rs 37.57 lakh though payable by th_e 
mill was neither deposited by the mill nor demanded by the Department. This 
resulted in non-recovery of purchase tax of Rs.32.23 lakh and interest of 
Rs.5.34 lakh till March 2003. 

On this being pointed out in · audit, Director, Agi-icultur~e intimated in 
August 2003 that a sum of Rs.9.69 lakh had been deposited by Co-operative 

* Dhundahera (2 owners). Punhana (2 owners). Nuh (I owner) and Sohm1 (3 owners). 
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Sugar Mill, Panipat and efforts were being made to get the balance amount of 
Rs.27.88 lakh recovered as arrears of land revenue. Further progress on action 
to recover tax as arrears of land revenue had not been intimated till 

' December 2003. 

' . 
The matter was referred to the Government in June 2003; reply had not been 
received (December 2003). 
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I CHAPTER-V: Non-Tax Receipts 
I 

Test-check of records of various offices of Co..:operation Department 
conducted during the year 2002'"2003, revealed non/short recovery of audit 
fee, non-redemption of dividend on share capital etc." amounting to 
Rs.58.36 crore in 10 cases as depicted below: 

I-·-1. Review on ·'Receipts (other than intere;:st) 
from Co-operative Societies" · • ··- -. - . - - --

56.81 

2. Non-redcmpti~n ofshare capital 8 1.36 

3. Non/short recovery of audit.fee 0.19 

Total 10 58.36 

During the year 2002.:.2003, the Department accepted -short recovery of 
Rs.52.75 _crore in 8 cases which were pointed out during the year 2002-03. 
Besides, Rs.0,36 crore recovered in 120 cases pertained to earlier years. 

A review relating to "Receipts (other than_ interest) from co-uperative 
societies" involving -Rs.56.81 crqre highlighting -important cas~S _ are 
mentioned in thi_s _ Chapter. Of these, the -- Department accepted 8 audit 
observations involving Rs. 52. 75 cror~ and made part recovery of Rs. 0. 11 crore 
in l case. 
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Audit Report(Revenue Receipt.,) .for the year ended 3 /,\/arch 2003 

Co-operation 

Highlights 

(Paragraph 5.2.5) 

(Paragraph 5.2.9) 

(Paragraph 5.2. JO & 5.2. I/) 

(Paragraph 5. 2. I 2) 

(Paragraph 5.2./3) 

(Paragraph 5.2.15, 5.2.16 & 5.2.17) 
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Chapter-I,· Co-operation· 

Introductory 

5.2.1 Under the Haryana Co-operative Societies Rules, 1989 framed under 
.. ·the Haryana Co-operative Societies Act, 1984, the Registrar Co-operative 

Societies (RCS) shall audit or cause to be audited by a person authorised by 
him, the accounts of every co-operative society at least once in. each year. 
Apart from interest receipts on loans, revenue realised from the co-operative 
societies include realisation of audit fee and dividend on governmen~ share 
capital. 

. The co-operative societies are required to pay a fee to the Government for the 
:audit of their accounts in accordance with the scale fixed by the RCS with the 
prior approval of the State Government in respect of each class of co-operative 
societies. The recovery of the· audit fee is watched through the Audit fee 
register. The Act also provides that all sums due to Government including 
arrears of audit fee may, on a certificate issued by the RCS, be recovered as 
arrears of land revenue . 

. As per instructions issued by the Registrar Co-operative Societies in J_uly 
1988, the initial audit fee is assessed at the minimum rates fixed by the RCS .. 
Thereafter, audit fee is· finally assessed on the basis of audited accounts of the 
so~iety. However, as per revised instructions issued in March 2001, audit fee 
is chargeable on the basis of profit.and loss account of the Society at the close 
of the financial year on the prescribed norms subject to adjustments after audit 
of q.ccounts. These instructions inter-alia contained the minimum and 
maximum audit fee payable by a society. 

Further, the State Government issues sanctions to the R_CS for investment by 
way of government contributions in the share capital. of various co-operative 
societies. · On these investments, dividend is payable to the Government. A 
register of dividend declared/deposited by co-operative societies is maintained 
in the office ofthe RCS. 

There was, however, no provision in the Co.:.operative Societies Act, 1984 and 
Rules 1989 for levy of interest and penalty for non/belated payments of audit 
fee/dividend. 

OrganisatiOnaf set up 

5.2.2 The Registrar Co-operative Societies (RCS) being the Head of the 
Department, realises the audit fee. and dividend on government's 
contributions towards share capital of co-operative societies. For this 
purpose, a separate audit wing headed by the Chief Auditor functions under 
the administrative control -of the RCS. The Chief Auditor, who is assisted 
by the As.sistant Registrar Co-operative Societies (ARCS) at the district and 
sub-divisional level, monitors the receipt of audit fee and . dividend on 
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government shares to be realised from various societies through Aud it Fee 
Register. 

Audit o~jectil'e 

5.2.3 Detail ed analysis of revenue receipts from co-operative societies for 
the period 1997-98 to 2001-2002 was conducted in audit to : 

• ascertain whether budget estimates were framed on realistic basis and 
government revenue was credited to the proper head of account ; 

• ascertain whether audit fee is fixed properly, and ascertain the extent of 
arrears in its realization ; 

• ascertain timely receipt of dividends payable by profit earning co
operative societies ; 

• ascertain whether sufficient safeguard exists for watching the retirement of 
share capital in the societies ; 

• ascertain whether there are any lacunae in rules, procedures and internal 
controls. 

Scope <~f Audit 

5.2.4 Records of 18 (out of 32) ARCSs, alongwith records of Registrar, co
operative societies for the years 1997-98 to 2001-02 were test-checked 
between July 2002 and February 2003. 

Audit in arrears 

5.2.5 Under Section 95 of the Haryana Co-operative Societies Act, 1984, the 
RCS shall audit or cause to be audited by a person authorized by him. the 
accounts of every co-operative society at least once in each year. 

Year-wise details of societies audited and those remaining un-audited at the 
end of each year duri ng the years from 1997-98 to 2001-02 were as under: 

1997-98 17.61\ 11 .687 5.92(, 1-l 

1998-99 18.532 11 .890 r, .r,.i2 \(1 

1999-2000 22.887 1:uos 'JAX2 -l l 

2000-01 23.059 12.870 10.189 .... 
2001-02 22.(165 t:IA50 9.2 15 -l l 
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Above table shows that percentage of unaudited societies ranged between 34 
and 44. Out of 22,665 co-operative societies to be audited during the year 
2001-2002, 9,215 Societies remained unaudited as on 31 March 2002. The 
age-wise position of these unaudited Societies_ was as under: 

Above 5 years 2,739 

Above 4 years but less than 5 years 1,705 

Above 3 years but less than 4 years 2,130 

AboYe 2 years but less than 3 years U03. 

Above l year but less than 2 years . 1,338 

Total 9,215 

On this being pointed out, the RCSs stated in 7 February 2003 that audit of 
5,408 labour and construction societi~s, transport societies, group housing 
societies, handloom societies and industrial societies could no( be completed 
due to non-availability of records and 3807 societies remained unaudited due 
to shortage of staff 

Trend <~f revenue 

5.2.6 The position of audit fee estimated and actually realised during the five 
years ending 2001-02 was as under: 

...... 
(Rupees inlakh) 

. 

1997-98 365 . 215.77 (-) 149.23 (-) 41 

' 
1998-99 650 389.74 (-) 260.26 (-) 40 

1999-2000 565 218.90 (-)346.10 (-) 61 

2000-0 I · 635 337.73 (-) 297.27 (-) 47 

2001-02 400 264.00 (-) 136:00 (-) 34 
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The shortfall in realisation of audit fee ranged between 34 and 61 per cent. 
This shows that estimates were not on realistic bases. 

The Department stated that the estimates· could not be realistic due to 
npn-predictability of profit of the societies. The reply is not tenable as 
there had been shortfall in revenue receipts as compared to the budget 
estimates during all the preceding financial years. The. Department 
should develop a system so that budget estimates are prepared in a more 
realistic manner. 

Non-reconciliation <~f accounts 

5.2. 7 As per chapter 4 of the Consolidated circulars (Revised 1968) of the 
Co-operative Department, the audit fee deposited by the Department ·in 
t~easury is to be reconciled every month by the ARCS with the treasury 
records. Further, reconciliation of the consolidated amount is to be done by 
the RCS office with the Accountant General (A&E). 

A test-check. of records for the year 2001-02 revealed that audit fee to the tune 
of Rs.2.49 crore had been misclassified urider the Head '0425-Co-operation, 
800-0ther Receipts' instead of '0425-Co-operative, 101 Audit Fee'. 

On this being pointed out in audit, the RCS stated in June 2003 that 
instructions were issued during October 1985 and November I 995 to the field 
staff for conducting reconciliation. However, the fact remained that 
departmental receipts continued to be misclassi.fied and there was an urgent 
need for reconciliation of the accounts with the treasuries and with the 
Accountant ·General( A&E). 

Arrears in realisation of audit.fee 

5.2.8 Section 104 of the Act ibid provides that all sums due to Government 
including arrears of audit fee may, on a certificate issued by the RCS, be 
recovered as arrears of land revenue. There was, however, no provision in the 
Act/Rules for levy of interest and penalty for non/belated payments of audit 
fee. 
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Chapter-V Co-operation 

As per figures supplied in July 2002 by the Department, the arrears of audit 
fee pending collection atthe end of last five years were as under: 

1111111 
(Run>ccs fin lakh) 

1997-98 2L0.10 305. 71 515.81 394.05 121. 76 24 

1998-99 121.76 506.10 '627.86 504.02 123.84 20 

1999-2000 123.84 440.62 564.46 330.80 233.66 41 

2000-2001 233.66 ' 398.79 632.45 . 493.80 138.65 . 22 

2001-2002 138.65 543.63. 682.28 551.44 130.84 19 

Percentage of non-realisation of revenue to the total realisable revenue ranged 
between 19 and 41 per cent. 

During test-check of records of the RCS office, it was noticed that out of 
Rs.1.31 crore, audit fee amounting to Rs.80.70 lakh, Rs.23.23 lakh and 
Rs.26.81 fakh remained. outstanding for a period upto 5 years, 5 to 10 years 

. . 

and above 10 years respectively and the Department did not take any action to 
recover the outstanding balance as arrears of land revenue. Further, in· the 
abse~ce of any provision in .the Act/Rules, revenue to the tune of 
Rs.45A9* lakh by way of interest was foregone by the State Government over 
these years. 

On this being pointed out, the RCS stated in October 2002 that there was no 
such practice to recover.the arrears under the Land Revenue Act. The reply 
was not tenable as the department could recover the outstanding amount of 
audit fee as arrears of land revenue under~ the provisions of. the Haryana 

·Co-operative Societies Act, 1984. 

Short recovery of audit.fee 

5.2.9 Under the Iiaryana Co-operative· Societies· Rules, 1989 framed under 
the Haryana Co-operative Societies. Act, 1984, every Co-operative Society is 
required to pay audit fee for the audit of its annual accounts by auditors· of the 
Co"'.'operative Department in accordance with the scales and rates fixed by the 
RCS with prior approval of the State Government.· Further, the minimum 
audit fee as per scale and rates was to be -assessed in the beginning of the year · 
and was to be re-assessed on the basis of audited figures of profit and loss 
account at the end of the year. 

* · · . Interest ·calculated. at the average rate applicable on borrowings of the State 
Government. 
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' 
In. 6* ARCS offices (out of 18 ARCS test-checked), it was noticed between 
July and September 2002 that audit fee amounting to Rs.51.25 lakh payable by 
38 co-operative societies on the basis of audited accounts for the years 
1997-98 to 2001-02 was neither assessed nor demanded by the Department. 
IQ respect of 71 co-operative societies which were running in loss, even the 
minimum audit fee amounting to Rs.4.25 lakh had not been recovered. This 
r~sulted in non-recovery of audit fee of Rs.55.50 lakh. 

Op this being pointed out, 5 ARCS (Kaithal, Kurukshetra, Narwana, Panipat 
and Yamunanagar) recovered Rs. I 1.49 · lakh and stated between 
December 2002 and February 2003 that efforts were being made to recover the 
balance amount of Rs.39.76 lakh. No reply from ARCS, Gohana had been 
n:;ceived (December 2003). 

Sliort charging of minimum auditfee due to application of incorrect 
rates 

s'.2. rn Under the Haryana Co-operative Societies Rules, 1989, the rates of 
a~dit fee for concurrent** audit in respect of central co-operative banks 
(CCBs) were revised to 5 per cent of the net profit subject to minimum of 
R.s.5 lakh and maximum of Rs.12.50 lakh for the year 2001-02. Similarly, 
audit fee in respect of co-operative sugar mills was chargeable at,.the rate of 
5per cent of the net profit subject to minimum limits of Rs.30,000, Rs.45,000 
and Rs.60,000 depending upon the crushing capacity of upto 1250 MT, upto 
(800 MT and above 1800 MT respectively. 

During test-check of records of ARCS, Kurukshetra and Kaithal it was noticed 
between August 2002 and February 2003 that the Central Co-operative Bank 
at Kaithal was required to pay a minimum audit fee of Rs.5 lakh on the basis 
df net profit of Rs.78:71 lakh for the year 2001-02 against which the bank 
deposited Rs.3 lakh. In case of Shahbad Co-operative Sugar Mills, Shahbad 
(Kurukshetra) the crushing capacity of the mill was more than 1,800 MT for 
the years 1995-96, 1996-97 and 2000-0 I. The minimum audit fee payable for 
this period amounted to Rs.1.80 lakh against which only Rs.0.90 lakh was 
recovered. The mistakes resulted m short realisation of audit fee of 
Rs.2. 90 lakh. 

· Qn this being pointed out, the ARCS, Kaithal and Kurukshetra accepted the 
audit observations and stated in August 2002 and February 2003 that demands 
were being raised against Central Co-operative Bank, Kaithal and the Shahbad 
Co-operative Sugar Mills. Further, report on recovery had not been received 
(December 2003). 

* 
** 

Gohana. Kaithal, Kumkshetra, N<mvana, Panipat and Yamunanagar. 
Concurrent audit means checking of accounts as and when the transaction takes 
place. This audit is done immediately or as soon as possible after the occurrence of 
transaction · 
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Short levy of auditfee due to incorrect computation ofprofi.t 

5.2.11 The Haryana Co-operative Societies Act and Byelaws of the Co
operative Bank do not provide for any deductions from profit of the society on 
account of provisions for gratuity fund, ·education fund~ ex-gratia (incentive) 
and bad and doubtful debts for working out audit fee. 

During test-check of records of 8* ARCS, it was noticed between 
November 2002 and January 2003 that in the case of 8 central co-operative 
banks, audit fee for the years 1997-98 to 2001-02 was charged on the net 

· profit after incorrectly deducting an amount of Rs.24.15 crore on account of 
gratuity fund, co-operative education fund, ex-gratia and bad and doubtfuL 
debts. This resti'lted m under-assessment of audif fee amounting to 
Rs. 1.21 crore. 

On this being pointed out, the Registrar Co-operative Societies admitted the 
mi"stake in May 2003 and directed the assessing officers to add back the 
deduction allowed incorrectIY: 

Non-deposit of dividend on State share capital ' 

5.2.12 The Haryana Co-operative Societies Rules, 1989 read with model 
byelaws of the central co-operative ·banks (CCBs) provide that the net· 
profit including dividen.d not exceeding 10 per cent shall be disposed of 
with the approval of the Registrar Co-operative Societies. Further, as per 
terms and conditions laid down in the sanction orders issued by the RCSs 
from time to time, every co-operative- society shall give a suitable return to 
the Government, in the form of dividend on contribution of Haryana 
Government's share capital on the basis of resolutions. passed by the Board 
of Directors. No time period has been fixed within which the dividend due 

·is to be declared and approved by the RCS. Further; there is no provision · 
for charging interest on delayed payment of dividend. 

. . . 
During test-check of records of 4** ARCS for the period J 998-1999 to 
2000-2·001, it was noticed between July 2002 to Jariuary 2003 that 
4 central co-operative banks had been running in profit and their Board of 
Directors had passed resolutions between December 2000 and 
January 2003 for the payment of dividend which included Rs.49. 72 lakh . 
payable to the Government. The resolutions were forwarded to the RCS 

· between December 2000 and January 2003. However, these had not been 
approved and the amount of Rs.49.72 lakh remained un-realised as on 
July 2003. Besides, Government had also forgone a revenue of 

* 

** 

/ 

AR.CS 
Sirsa. 

Ambala, Faridabad, Gurgaon,, Hisar, Mohinder~arh, Rewari, Rohtak and 

·Ambala, Gurgaon, Panipat and Yamunanagar. 
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Rs.4 .98 lakh by way of interest (calculated at average borrowings rates of 
the State Government) . 

On this being pointed out, the ARCS stated that on receipt of approval from 
RCS, dividend would be got deposited from the concerned CCBs 

5.2.13 During test-check of records of the RCS and 1 s· ARCS. it was noticed 
between July 2002 to February 2003 that 32 Co-operative Societies were 
running in profit but their Boards of Directors did not declare any dividend for 
the years from 1998-99 to 2001 -2002. This resulted in non-realisation of 
potential earnings of Rs 5. 19 crore. 

On this being pointed out, the RCS asked between Jul y 2002 and 
February 2003 , 3 co-operative societies to explain the reasons for not 
declaring the dividend for 2000-0 I . The ARCS, however, intimated that the 
matter regarding getting the dividend declared was being pursued/taken up 
with societies concerned 

Non-redemption of Government share capital 

5.2.14 As per Haryana Co-operative Societies Act, 1984 the Government 
may, for any co-operative society or class of societies, make rules to carry out 
the purpose of the Act. Such rules may provide for the terms and conditions 
on which the Government may make share capital contribution. However, no 
such rules have been framed so far. 

A test-check of records of the RCS and 12 ARCS offices revealed that no 
uniform system was followed by the department for fixing terms and 
conditions while issuing sanctions for investment of Share capital in 
co-operative societies. In some cases the terms and conditions were not fixed 
at all, while in some cases these were fixed late and in some cases, though 
fixed , redemption of share capital had not been made. These are discussed in 
the following paragraphs: 

Non-redemption of Government share capital du e to non-fixation r~l 
term ... and conditions 

5.2.15 During test-check of records of 11 •• ARCS offices it was noticed 
between Jul y 2002 and February 2003 that share capital amounting to 

* 

** 

Ambala. Bhiwam. Faridabad, Gurgaon.. Hisar. Jind. Kurukshctra. Kaithal. 
Mohindcrgarh. Narwana. PanipaL Rcwari. Rohtak .. Sonipat and Yamunanagar. 
Ambala. farictlbad. Gurgaon. Hisar. Jind. Kaithal. Mohindcrgarh. P~mipal. Rohtak. 
Sonipat. and Sirsa. 
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Rs.27.07 crore was invested by Haryana Government upto 1998-99 in 20* 
banks/mills, with conditions that the share capital invested shall be retired 
according to such term and conditions as may be fixed by the State 
Government from time to time. But the Government did not fix the terms 
and conditions for the same. The banks/mills also did not redeem any 
amount of the share capital till April 2003. . This resulted In 
non-redem.ption of Government share capital of Rs.27.07 crore. Age-wise 
analysis of the investriu;mt is given below: 

II--! 
1: Above 3 years but less than 5 years I. 76 

2. Above 5 years bur Jess than 10 years 6.49 

3. Above 10 years but less than 12 years 3.97 

4 .. Above 12 years 14.85 

Total 27.07 ·-.'.; 

On this being pointed out,· the ARCS intimated between July 2002 and 
February 2003 that due to non-receipt of terms arid conditions and Kisht Ban di 
(Statement of repayment schedule) from the Government/Registrar Co..: 
operative Societies, the amounts could not be redeemed. · 

Non-redemption of Government share capital due to late flXation of 
terms and comlitions ' . . . 

5.2.16 During test-check of records of 9 ARCS offices, it was noticed 
between July 2002 and January 2003 that share capital of Rs.8.76 crore was 

* CCBs Ambala (Rs.150 lakh during 1956-57 to 1989-90 and 1993-94), Faridabad 
(Rs. 9 l.27 lakh during 1979-80 to 1989-90 and 1991-92 to 1993-94); Hisar (Rs.10 l 
lakh during 1987-88 to 1989-90 and 1991-92), Jind (Rs.140 lakh during 1966~67 to 
1989-90 and 1991-92 to 1993-94),Kaithal (Rs.200 lakh d11ring 1993-94 to 1995-96), 
Mohindergarh (Rs.120:89 lakh duril1g 1972_-73 to 1993-94): Rohtak (Rs. 100.08 lakh 
during 1987-88 to 1988-89), Panipat (Rs.69,55 lakh during 1993-94 and 1997-98), 
Sirsa (Rs.142. 74 lakh during 1989-90 and 1991-92 to 1992~93), P ARDBs Ballabgarh 
and Faridabad (Rs.48 Iakli during 1995-96 to 1997~98), Gurg<ion (Rs 17.90 lakh 
during 1985~86 to 1998-99), Kaithal/Pundri/Kailayat/Guhla (Rs. 95.20 lakh during 
1979-80 to 1996-97) and Mohinderg~1rh (Rs 138.93 lakh during 1972-73 to 1997-98). 
The Panipat Co-operative Sugar Mills, Panipat (Rs 176.41 Iakh during 1957-58 to · 
I 996-97), the Rohtak Co-operative Sugar MiIIs, Rohtak (Rs 909 lakh during 1988-89 
to 1995~96 and the Sonipat Co-operative Sugar Mills, Sonipat (Rs 206 lakh during 
1972-73 to 1996-97). 
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! ' •· • . . . 
irlvested by the Government upto the year 1997-98 in 9* central co-operative 
b~~ks (Ctl:Bs) and one co-operative sugar mill and the amounts were released 
by the RCS without fixing. the terms and conditions in the sanction orders·. 
Alge'-wisei analysis of the investment is given below: . · 

I . ~- . . . . . . ·. 

·--
I 
2. 
i 
i 
3. 

I 

. . 

AbO\;e 3 years but less than 5 years 

Above 5 years but less than lOyears 

Above IO years butless than 12 years··· 
': ~ - -

Tota! 

1.30 

5.67 

.. 

,1.79 

. 8•76 

ljhe term? and conditions for redemption of share capital were fixed/issued 
ltte, i.e. in December 2001 and January 2002 stipulating that !he share 
capital would be retired in twelve years and the redemption would start 

. f~om the ;expiry of third year. Scrutiny of records furtht;r revealed that out 
· dfthis, share capital ofRs.3,56 crore had become "due for redemption but 

the arpount had not been redeemed. This resulted in blockage of revenue of 
Rs.3. 56 crore.· 
I 

l!he om.ission was pointed out ~ but no reply had. been received 
(pecember 2003) from the Department. 

Non~redeinpti<m <~f Government share capit.al .as per terms (mt/ 
c<j~ditions · ·. 

d
1

.2.17 Durin~ test-check of records of RCSs and ~·· ARCs, it_ was noticed 
between July 2002 and Janu.ary 2003 that share capital of Rs. l 9.19 crore was 
tvested by the ·Government upto the year 1995-96 tn s*** co-operative 

·i 
i 
I 

• . 1 <. 

I . : **. · .. 
J** 

I 
i . 
I 

i ., 

CCB Ambala (Rs.121.23 lakh ·during 1990'-~ I and. 1995-96). CCB . Faridabad 
(Rs .. 9~.15 Jakh ·during 1995c9p); CCB Gurgaon (Rs.67.75, la~h during 1995~96). 

CCB Hisar (Rs.99 lak11 durjng 1.990-91 and 1995~96). CCB Jind (Rs.59.99 lakh 
during 1990-91 and 1995-96). CCB Mohindergarh (Rs...1-4.20 lakh during 1995-96), 
CCB Panipat (Rs. 97.53 lak11 duri11g 1995-96). <CCB Rohta~ .(Rs.1.00 crorc during 
1990-91 and 1995-96) and CCB Sitsa (Rs.57 lakh during 1990-91 and 1995c96) .. 

·The Panipat Co-operative Sugar MiUs Panipat (Rs. l .30 crorc during 1997-98) . 
Atnbala,' Bhiwani, Hisar. Rohtak and Sirsa. . .. ·.. . . 
H~ryana Dairy Develop~nent C~-operative Federation: Rs. l.2S4.88 lak11. CONFED: 
R$ 548.11 lak11, Haryana State Co-operativeDevClopment Federation; Rs 16.10 lakh. 
The Bhiwani Central· Co-operative Consumer Store. Bhiwm1i: Rs 9 .4·3 hikh.. The 
Central Co-operative Con.sumer Store Rohtak: Rs 12.32 fakh. The Central. Co
operative Consumer Store Hisar: Rs.19, 12 lakh.. The Central Co-operative 
Consmi1ers S'toi:c.Ambala Rs.17.37 lakli and Sirsa Rs. l 1.29 lakh, .· . 
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Chapter-V Co-operation 

societies. Age-wise analysis of the investment is as giv~n below:-

II--
Above 5 years but less than I 0 years 2.10 

2 Above IO years but less than 12 years 2.29 

3 Above 12 years 14.79 

Tot:aB 19.18 

' ' 

As per terms\and conditions stipulated in the sanction orders, the entire 
amount of Rs.19 .19 crore of share capital was to be redeemed in ten annual 
instalments commencing from the sixth anniversary of the grant of share 
capital. Out of Rs.19 .19 crore, share capital ofRs.15 .70 crore had become due 
for redemption upto 3 1 March 2002 but no amount had been redeemed till · 
July 2003. 

On this being pointed out in audit, the RCS/ ARCS intimated between 
October 2002 and January 2003 that in case of three societies, the share 
capital could not be redeemed due to their weak financial position and 
efforts were being made to recover the due amount from the remaining 5* 
Societies.· 

Conclrusion/Recommemlations 
. . 

· 5. 2. 18 The Department did not prepare budget estimate ~n ·realistic basis 
for audit fee receivable. In some cases audit fees were not credited to 
proper head of account. No reconcili-ation was done with the Accountant 
General (A&E). Besides, there was short realization. of audit fees and non-

.· redemption of government share capital in several cases. There was lack of 
control in monitoring recovery of government dues. The State Government 
may consider taking following steps to improve the effectiveness cif the 
system: · 

. . . 

@ Budget estimates should be prepared on realistic basis and 
reconciliation of accounts got done with the Accountant . 
General (A&E) for audit fees. 

o Departi;nent should prescribe appropriate controls to ensure 
correct computation of audit fees . 

. C(!ntral Co-operative Consumer Stores Ambala, Bhiwani, Hisar, Rohtak and Sirsa .. 
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' 

G> ' Levy of interest and penalty should be provided for non/belated 
payment of audit fee. 

o · A suitable mechanism should be put in place for ensunng 
prompt. receipt of dividends from profit earning co-operative 
societies. 

-@' Rules are required to be framed for prompt 
redemption/retirement of share capital in the societies. 

The matter was referred to the Department and to the Government between 
July 2002 and February 2003. 
I . . 

I 
- '; 
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I CHAPTER-VI: Otheir Non-Tax Receipts 

:1~:111r1::;;::::;i11;,11~:::11r.11111.:ill1::;::;;;;;;111 
Test-check of records in departmental offices relating to revenues of Home· 
(Police), Fisheries, Public Works (Buildings and· Roads, Public Health and 
Irrigation), Forest, Finance (State Lotteries and Guarantee Fee), Agriculture 
(Crop Husbandry), Medical, Animal Husbandry,_ Food and Supplies, Industries 
and Mines and Geology conducted in audit during the year 200:2-2003, 
revealed under-assessments and losses of revenue amounting to 
Rs.178.28 ·cr~re in 3814 cases as depicted below: 

~:,111r11:~1,1:11~1 =111•1;111.111,1111~::=111111111111111:11111::111:!:l:llllU'tB!1lm:111r11~u11~1111::1,111~111111•1t.:11:1!1,1,:11111, -
1. Home (Police) 50 8.97 
2. Fisheries 15 0.23 
3. ~ubli~ W. orks Depart!'nent 

(1) Bmldmgs and Roads · 892 1.49 
(ii) Public Health 536 0.46 
(iii) Irrigation · 853 9.63 

4. Forest .· . 50 2.29 
5. Finance p) State Lotteries · 35 4.61. 

ii) Review on "Receipts fron1 · I 136.95 
guarantee fee" . 
~riculture 
( rop Husbandry) ·. .396 0.09 

6. 

7. ·Medical 168 - 0.09 
8. Animal Husbandry 35 l.51 
9. Urban Development Department 1 3.87 
10. 'Industry 3 0.01 
11. Mines and Geology 779 8.08 

Total 3,814 178.28 

The Department accepted under-assessments/loss of revenue etc. of 
Rs. 140.48 crore in 116 cases pointed out during the year 2002-03. Besides, 
an amount of Rs.3.47 crore had heen recovered in 344 cases during2002-03 of 
which ·part recovery bf Rs.1.43 crore ·recovered in 343 cases pertained .to 
earlier years. · 

A f~w illustrative cases involving Rs.4_.88 crore and a review on ·'Receipts . 
from guarantee fee' involving Rs.136.95 crore highlighting important cases 
are mentioned in this Chapter. Of these, the Department accepted 5 audit 
observations involving Rs.135.87 crore and made part recovery of 
Rs.2.54 crore in 2 cases .. 



Audit Report(Revenue Receipts) for the year ended 31 March 2003 

Fnlfllamce Departmelfllt 

:1i11:::~:::1m::1111.~1.1i::11~1::::1i».:rini~1:;1i~::::::::m1m:i 
Highlights 

(Paragraph 6.2.1) 

. 

(Paragraph 6.2.6) 

-
(Paragraph 6.2.8) 

(Paragraph 6.2.9) . 

-
(Paragraph 6.2.10 & 6.2.11) 

Introductory 

6.2.1 According to Article 2 93 (1) of the Constitution of India, a state 
government can give guarantee on the Consolidated Fund of the State to 
various lending institutions to assure them of repayment of loans made by 
them. The guarantees can be granted within such limit, if any, as may be from 
time to time fixed by the Legislature of such state by Law. Such guarantees 
constitute contingent liabilities of the state. However, no limit has been fixed . 
for guarantees in the state. No systematic provision exists for levy, collection 
etc. of guarantee fee by the state government. Guarantee fees were collected 
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Chapter-VI Other Non-Tax Receipts . 

in respect ofloans raised by 4* agenc1es only at the rate of 1/8 per cent of cash 
credit limit** up to 1993-94. This was revised to 1 per cent with effect from . 
1994-95. Further, the State Government decided in November 2001 to levy a 
guarantee fee at the rate of 2 per cent with effect from· 1 August 2001 on all 
current borrowings of public sector undertakings (boards and corporations), 
co-operative institutions, local bodies etc. to be raised.· against state 
government guarantees~ Guarantee fee was payable in lump sum on drawal of 
first instalment of loan in case the entire loan was to be drawn within the same 

. financial year·. In case where the loan was to be drawn in more than one 
financial year, guarantee fee was payable on drawal of first instalment of loan 
in the respective financial year. There was no provision for levy of interest 
and penal interest on belated/non-payment of guarantee fee. 

Organisational set-up 

6.2.2 Proposals for raising loans, and extending of guarantees chosen by the 
State Government are processed by the borrowing institutions/bodies and 
forwarded to the respective administrative department for issue of sanction 
orders after obtaining the approval and concurrence of the Finance 
Department. Resources Cell (Economic Research Analysis and Monitoring 
U.nit with effect from April 2003) under Finance Department was responsible 
for maintaining the overall record/data of state guarantees given to financial 
institutions~ The concerned administrative departments were required to 
ensure that guarantee fee on all loans raised against state guarante.es etc. was 
invariably charged and properly accounted for. 

Audit Objectives 

6.2.3 Detailed analysis of levy and collection of guarantee fee, follow-up 
action for its collection and its impact on revenue for the period 1997-98 to 
2001-02 was conducted in audit to : 

e ascertain whether a proper system had been devised for framing of budget 
estimates and correct accountal of guarantee fee ; 

e ascertain whether the amounts of guarantee fee were correctly assessed 
and promptly recovered ; 

o ascertain whether sufficient internal controls·existed to monitor receipts of 
guarantee fee ; . 

* 

** 

Haryana Agro Industries Corporation, lfaryana Co-operative Supply and Marketing 
Federation, Haryana State Co-operative Wholesales Stores Limited and Haryana 
Warehousing Corporation. 
Cash credit limit is the amount sanctioned/authorised by the Reserve Bank of India.to 
the State Government on the value of the closing stock of food grains held by the 
state government/their agencies and is further allocated to Procuring Agencies for 
purchase of food grains based on the estimated procurement. · 
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Scope of Audit 

6~2.4 The records ofFinance Department and 8 administrative departments 
in respect of 23 units which had raised loans with state guarantees· between 
1'997_93 to 2001-02 were test-checked during the period September 2002 and 
March 2003. 

(Rupees in crorc) 

:1997-98 2.39 

1998-99 2.96 

1999-2000 0.27 

Total 5.62 

On this being pointed out; the Department intimated in April 2003 that budget 
provision for guarantee fee would be made in the ryyised estimates for the 
year 2003-04. No reasons were given for not affording the credit of guarantee 
fee to the revenue head of account. No guarantee fee was deposited during the 

I . . 

years from 2000-2001 and 2001-2002. · 

Government guarantees 

6.2.6 Year-wise details of guarantees given by the Government for 
rbpayment of loans and payment of interest . etc. raised by statutory 
corporations, co-operative· societies/banks, government companies, public 
sector undertakings (PSUs) etc. for the year 1997-98 to 2001-02 was not made 
available. However, outstanding amount of guarantees at the end of each 
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financial-year is given below: 

··--(Runpees in en-ore) 

1997-1998 6,452.72 3,150.56 4,999.73 

1998-1999 6,906.14. 3,976.56. . 4,637.64 

1999-2000 7,218.82 .. 4,315.82 4,776.67 

2000-2001 12,024.67 8,209.15 5,749.94 

2001-2002 12,222.25·. 8,606.24 6,637.26 

Above table ' shows that against ari increase of 32.75 per cent (from 
Rs.4,999.73 crate to Rs.6,637.26 crore) in the. State revenue. receipts from 
March 1998 to March 2002, the maximum al)1ount guaranteed increased by 
89.41 per cent (froni Rs.6,452.72 crore to Rs.12,222.25 crore) and the 
outstanding guaranteed amount by i 73 per cen{ (from Rs.3, 150.56 crore to 
Rs.8,606.24 crore). This indicated significant'increase in contingent liabilities 
over this period. It_was also noticed that no limit for granting guarantees by 
the State Government was fixed. Further scrutiny of records of the 
Department revealed as under: 

Failure of internal control in the department 

· 6.2. 7 Guarantee register, Demand and Collection Register and Treasury· 
Remittance Register which were important tools for monitoring the receipt Of 
guarantee fee, had neither been maintained by the Finance Department nor by 
the administrative departments concerned. Finance Department had not 
evolved any system to ensure the proper assessment of guarantee fee 
recoverable and guaranteed amount outstanding at the end of the financial year 
against the loanees. 

Scrutiny of records revealed,that guarant~es• of Rs.8,606.24 crore were 
outstanding as on 31 March 2002 as per Finance Account (2001-02) whereas it 

! - ** -. 
was Rs.6,044.10 crore as per Memorandum Explanatory of the Budget 
(2003-04). · There was thus a difference of Rs.2,562.14 crore indicative of 
absence of effective control and monitoring of the guarantees given by the -
State Government · 

* 

** 

. For details see statement No. 6 in the Finance Accounts of th~ Government of · 
Harvana for the vear 1997-98 to 2001-02. 
Mei;1orandum E~planatory on the budget is prepared by the State Government under 
Article 202 of the Constitution i11 respect of every fiirnncial year relating to . tl~e 
estimated receipts and expenditure of the State for tl1at year: 
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On this being pointed out, Finance Department directed in June 2003 the 
concerned heads of departments, Managing Directors of Haryana Vidyut 
Prasaran Nigam Limited and Haryana Power Generation Corporation to 
reconcile the accounts. 

Revenue foregone due to mm-let')' of guarantee fee 

6.2.8 It would be seen from the above table that guarantees of Rs.8,209. 15 
crore were outstanding as on 31 March 2001 . Out of these, guarantee fee in 
respect of Rs 2,475• crore was levied in respect of 4 procurement agencies of 
Food and Supplies Department No guarantee fee was levied in respect of 
other board /corporations/ institutions as guarantees were extended without 
levy of any guarantee fee Based on the rate applicable to the 4 procuring 
agencies, guarantee fee of Rs 57.34 crore could not be levied Thus, there was 
short mobilization of government resources to that extent during 2000-200 I . 

Short recovery of guarantee fee 

6.2.9 The Finance Department issued in July 1996 and November 2001 , 
instructions for collection of guarantee fee from Haryana Agro Industries 
Corporation, Haryana Co-operative Supply and Marketing Federation Limited 
(HAFED), Haryana Warehousing Corporation (HWC) and Haryana State 
Co-operative Wholesales Stores Limited (CONFED) on cash credit limit at a 
revised rate of one per cent and two per cent instead of 1/8 per cell/ with 
retrospective effect from 1-4-1994 and I August 200 I respectively 

During test-check of records of the Director, Food and Supplies Department it 
was noticed between November 2002 and February 2003 that the guarantee 
fee from the four procuring agencies was recovered for 1994-95 at the revised 
rate of I per cent except on a balance of Rs.0.64 crore (HAFEO· Rs.0. 1 1 crore 
and CONFED· Rs.0.53 crore). But, recovery of guarantee fee for the years 
1995-96 to 2001-02 was made at the pre-revised rate of 1/8 per cent This 
resulted in short recovery of guarantee fee of Rs. 118 22 crore as detailed 

* Cash credit limit sanctioned during 2000-200 I in favour of Har)'ana Agro Industries 
Corporation: Rs.325 crore. HAFED: Rs. 1.500 crorc. HWC: Rs.330 crorc and 
CONFED: Rs.320 crorc). 
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below: 

.1•-----
1. Haryana 

Agro 
lndustrie·s 
Corporation 

2. Haryana Co' 
operative 
Supply and 
Marketing 
·Federation· 
Limikd 
(HAFED) 

3. Ifaryana 
Ware-
housing 
Corporation 

4. Haryana 
StateCo
operatiw .. 
Wholesales 
Stores 

.Limited 
(CONFED) 

· Sanctioned 

1,751.50 

6,953.00 

1,506.10 

1,112.00 

··.·. 

Guarantee 
·fee due@] 

per ce11t 
(A) 

17.52 

69.53 

15.06 

11.12 

..• 

Sanctioned Gun ran 
-tee fee 
due@2 
per ce11t 

(B) 
(Rupees i11 crore 

115.00 2.30 19.82 ··i.04 17.78 

400.00 8.00 77.53 · ·S.77 71.76 

130.00 2.60 17.66 1:45 16.21 

115.00 2,30 · 13A2 0.95 12.47 

~::· ~ ·:; ,'., 

Total · 11,322.60 .113.23 760.00 · 15.20 · 128.43 10.21 · H8.22 
--~ ~ .. 

On this being pointed · ou~,1---;-the Fi~)al 'Co~i;M~ner and Princ:ipal 
Secn~tary, Finance Department instructed~~the Director, Food and Supplies 
Department in. Mareh 2003 to intimate the reasons for non-recovery of 
guarantee fee at ·revised rates. _ The Haryana Warehousing Corporation, 

\however, intimated in June-2003 that out ofRs.16.21 crore, Rs.2.04 crore had 
been deposited ·in April 2003. Reply in respect of recovery c)f the balance 
amounts had; however, not been received (December 2003). . 

Non':"deposit ofguarantee .fee. !Jy Power Corporations · 

6.2.10 The instructions: issued by the. Financ~ Department provide that 
guarantee fee was payabie in lump sum on drawal of first instalment of loan in 
case the entife loan was tci be drawn within the same -financial year.' In case 
where the loan was to be drawn in more than one financial year, guarant~e fee 

. . .. . . . ? 

was payable. on drawal of first instalment in the respective financial year. 
Finance Department had. directed,· in April 2003 all tb:e administrative 

_ , departments . concerned 'to maintain the Demand and Collection Register at. 
their own level. Power Department was responsible for raising demand and 
watching the recovery of guarantee fee in its department.-. · · 



. 1 mlit ReporttRe1•1•11111• Rece1p/\"J f or the year e11cled 31.\ lnrch :!003 

During course of audit, it was noticed that loan of Rs.580 62 crore was 
guaranteed by the government during the period August 200 I to March 2002. 
out of which loan amounting to Rs.40 1.35 crore was drawn during this period 
Thus. guarantee fee of Rs.8.02 crore was recoverable during the financial year 
200 1-2002 between August 200 I and March 2002. Though it was recoverab le 
at the time of drawal of first instalment, it was neither paid by the Power 
Corporations nor demanded by the Secreta ry, Power Department responsible 
for disbursement of loan. 

This was brought to the notice of the Department and the Government in 
November 2002, but their reply had not been received in July 2003 . However, 
Financial Adviser (Headquarters}, the Haryana Yidyut Prasaran Nigam Ltd. 
(HVPNL). Panchkula stated in December 2002 that the amount of guarantee 
fee would be got adjusted from the amounts payable by the State Government 
to uch power utilities. Reply of the HVPNL was not tenable as the amount of 
guarantee fee was recoverable at the time of first drawal of the loan amount. 

Non-recovery of gu(lrantee fee from Public Sector U11tlerf(lking.,· 

6.2. J I State Government levied guarantee fee from August 200 I at the rate of 
2 per cent on all current borrowings of Public Sector Undertakings (boards 
and corporations/co-operative banks/sugar Mills) to be raised from financial 
institutions with state government guarantee. The Government, however, 
reduced. between March and Apri l 2003 , the guarantee fee from 2 per cent to 
0. 1 per cent with retrospective effect from August 200 I in respect of Haryana 
State Co-operative Agriculture Rural Development Bank and Haryana State 
Co-operative Apex Bank Ltd., Chandigarh. 

During the course of audit, it was noticed that twelve boards/corporations/co
operative banks/sugar mills raised loan of Rs.540.06 crore from August 200 I 
to March 2002 with guarantees given by the Government. The guarantee fee 
of Rs.5 09 crore was neither paid by the boards/corporations/co-operative 
banks/sugar mills nor demanded by the respective departments as shown 
below: 

I la"'""' Bad.ward \\'dtim: ur 

Si:h.:dukd 

L.:llnu1111i::ilh Wi:al.. i:r Cast.: .ind 

S.:•1 h'1l "-a h.in '•g:un Bai:l..ward 

(lll K' E\\'S " "\ ) Clas.•i:s 

(Rupt·t-s In uore) (Rup1·1·' in 

10.00 2 () 07 
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2. Haryana Sd1eduled 

Ca~te and Finance 

Development 

Corporation'(HSCFDC) 

Welfare of 
Scheduled 

Caste and 

Backward 
Classes 

Chapter-VI Other Non-Tax Receipts 

(Rupees in crorc) 

15.00 1.42 2 

(Rupees in 
crorc) 
0.()3 

Remarks: On the omissions being pointed out. Finance Department directed the department of Wdfare of 

Scheduled Caste and Backward Classes in March and April 2003 to deposit the guarantee foe which had not yet 

been deposited (December 2003 ). 

3. l laryana State (Roads Puhlfo 294.61 27.62 2 0.55 
and Bridges) Works 

Constnu:tion (Buildings 
Corporation and Roads) 

(HS Cf3) 

4. Haryana Slum Urban 3.618.23 36.26 2 0.72 
Ckarance Board Develop-
(HSCB) mci1t 

lh•marks: Ori the omissions being pointed out. the respective departments and Finance Department. the Finance 

Department directed Public Works (Buildings and Roads) and Urban Dcvdopmcnl departments in Mardi 2003 lo 
depnsit the b"\tarantce foe hut !he amount had not been dcposikd by them till July 2003. No reply in respect of 1ither 
departments was received (December 2003). · 

5. Haryana Stale Co- Co-operation l ,!W0.00 270.18 0.1 0.27 

6. 

npcrative .-\griculturc Depart-men! 

Rurnl Devdopmcnt 

Bank. Chandil!arh 

Haryana State Co

op~raliv!.! Stat~ 

Government Apex Bank 
Limited, Chandigarh 

Co-operation 

Depart-ment 

200.00 29.79 0.1* 0.03 

Rl·nmirks: On the oinissions being pointed out. the Finance Department directed the co:operalion Department in 

April and lvlav 2003 to deposit the guarantee fee which was awaited (December 2003 ). 

7. Co-operative Sugar Co-operation 171.61 171.40 . 2 3.42 
Mills'(Six"°) Department· 

Rl,i11arks: On the omissions being pointed out, the Finance Department directed the Co-operation Department in 

April 2003 lo deposit the guarimtee foe which was awaited (December 2003 ). 

Tot:tl 6,Il09.45 540.06 5.U9 

Omclusion!Recommemlation.'ii 

6.2. n2 ·Budget estimates in respect of guarantee fee were not being worked 
out by the Finance Department. Besides, no consolidated figure of guarantee 
fee received was available with the Department. No internal control system 
existed as would be evident from the facts that important documents viz; 
guarantee register, demand arid collection register and treasury remittance 
register which were important tools for monitoring the receipt of guarantee 
fee, had neither been maintained by the Finance· Department nor by the 
concerned Administrative Departments. No guarantee fee was ·levied in 

* 

** 

Rate reduced by the State Government in March and April 2003 with effect from 
August 200 I. 
Bluma, Kaithal, Mehaln, Panipat, Rohtak and Sonipat. 
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respect of some boards, corporations, institutions due to absence of any 
i prov1s1on. 

The Government may consider taking following steps to . improve the 
effectiveness of the system : 

@ Budget estimate should be prepared so that receipts of government dues 
are watched properly and analysed from time to time ; 

· e A system should be put in place to ensurethat no government guarantee is 
extended without conditions for levy and collection of guarantee fee. 

' €) A strong internal control system is required to be developed for levy and 
collection of guarantee fees. This would also include submission of 
returns from field offices to higher officers ; 

, The matter was ·referred to the Government in May 2003 . 

. Public Works Department 
(frrigation) 

',11~1::;;;;;;;111:111111i11::q,1:;1;:;;:1t1i:n.1~:;:1¢1t.!:P:1~1:~!1!f.11;:::i@nlnl!~ir1::1:::::::::::: 
: Under the State Financial Rules, utilisation of departmental receipts towards 
: expenditure is strictly prohibited. All moneys received by· or tendered to a 
1 government servant on account of revenue of state government shall ·be paid 
:fully into treasury or bank on the same day or on the next day at the latest. 

·During test-check of records of the Executive Engineer, Water Services 
:Division, Dadupur, (Yamuminagar), it was noticed between April 1998 and 
1April 2002 that departmental receipts on account of sale of tender forms, 
,auction of fruit trees, toll tax charges and miscellaneous receipts etc. 
amounting to Rs.67.34 lakh collected by the Divisional office and three 
1Sub-Divisions of Water Services Division during the years·· 1995-96 to 
2001-02 were not deposited into treasury/bank but were utilised to meet 
departmental expenditure. 

On this being pointed out in audit, the Department intimated between 
March 2002 and January 2003 that the revenue receipts were 'utilised for the 
~afety of Dadupur/Tajewala Headworks and on urgent nature of works and the 
same would be deposited into government accounts on receipt of Letter of 
Credit (LOC) from the Government. Departmental reply was not tenable as 
utilisation of Government receipts .towards departmental expenditure was in 
contravention of codal provisions. 

The matter was referred to the .Department and to the Government in 
December 2002. Further progress m the matter was awaited 
(December 2003). 
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Chapter-1-7 Other Non-Tax Receipt.,· 

Urban Development Department .1 

~~~;;:::::t1::11uiis1111:1,11:::11:!i:111:i1i:1:1t;~1:r!11::1;::;1::1;::;::: · 
Under Haryana Municipal Act, 1973, as amended from time to time and orders 
issued in February 1982 by Haryana Government, each Municipal Committee 
(MC) is required to reimburse· the annual cost of supervision charges to the 
Directorate o{~Local Bodies at the rate of one per cent of its income accrued 

. during· the pr,eceding financial year from Municipal Fund to be created by it 
under the Act, ibid. 

During test-check of records of the Director, Local Bodies (now Director, 
Urban Departmerit), it was noticed in April 2000 that the contribution towards 
supervision charges amounting to Rs.3 .87 crore due from various* Municipal· 
Committees (MCs) for the years 1996-97 ·to 2001-2002 was neither paid by 
the MCs nor demanded by the Department. This resulted in non-recovery of 
government revenue amounting to Rs.3.87 crore. 

On this being pointed out, the Director, Urban Development stated between 
October 2002 and January 2003 that an amount of Rs.20.37 lakh had been 
recovered and deposited into government treasury/bank and directions issued 
to all the Municipal Committees to deposit the supervision charges. 

The matter was referred to the Government in May 2002; reply had not been 
received (December 2003). 

Fisheries· Department 

ni'=1;;;::;::1::::1n.1:1~1:::1~1!ri1m.1~1~:1:1~~91~u~~ili:w:3~'=lt$,\m:~m::i1I: 
Under Haryana Fisheries Rules 1996, the rights of fishing in any water 
specified in the schedule or portion of such waters; are put to public auction by . 
the auctioning authority on or after the first day of July each year. Rules 
further provide that in case the highest bid· is befow the average of the contract 
amount received during the previous three years; the auctioning authority may~ 
not accept the highest bid and re-auction the fishing rights. If the bid offered is 
not reasonable; the auctioning authority may cancel the auction and the fishing 
work be done departmentally or ori royalty basis. 

* 1996-97 (82 MCs), 1997-98 (75 MCs),· 1998-99 (81 MCs), 1999-2000 (81 MCs), 
2000~2001 (53 MCs) and 2001-02 (28 MCs). · 
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Test-check of records of auction of notified waters in the State for the years 
, 2001-02 and 2002-03 maintained irt the office of the Director of Fisheries, 

Haryana, Chandigarh, revealed in November 2002 that fishing rights in Io* 
districts during 2001-02 and in 12** districts during 2002-03, out of 19 
districts, were auctioned for Rs.25.27 lakh, much below the average of the 
contract amount of Rs.47.99 lakh received during the preceding three years, 

, which resulted in loss of Rs.22.72 lakh. 

, On the· matter being referred to the Government, the Financial Commissioner 
. and Secretary to Government of Haryana, Fisheries Department admitted the 

facts and stated in May 2003 that the loss in fishing rights was due to 
; circumstances beyond the control of the Department. The reply was not 
, tenable as the department was supposed to take action for re-auction of the 
'fishing rights but no such action was taken. 

Forest Department 

6.6 Non-realisation of sales tax 

Under the HGST Act 1973, 'Sales' means any transfer of property in goods 
for cash or deferred payment or other valuable considerations. 'Goods' means 
?II kinds. of movable property; sale of trees (timber) is taxable at first stage of 
sale from 18 July 1997. 

During test-check of records of five territorial di visions it was noticed between 
August 2002 and January 2003 that Divisional Forest Officers, (Rohtak, 
Mohindergarh, Karna!, Jind and Hisar) sold trees/timber valued at Rs.1.42 
crorc to Haryana Forest Development Corporation (HFDC) during the year 
2001-02 on which sales tax amounting to Rs.11.33 lakh taxable at first stage 
o,f sale was not levied/realised. This resulted in non-realisation of sales tax 
amounting to Rs.11.33 lakh. 

On the omission being pointed out, the Principal Chief Conservator of Forests 
ir).tirnated in April 2002 that Commissioner and Secretary, Excise· and 
Taxation Department had been requested to issue notification regarding 
exemption from payment of tax. Reply of the Department is not tenable as tax 
is required to be paid as per the existing rules at the first stage. 

*' 

**' 

Faridabad, Fatehabad, Gurgaon, Hisar, Jhajjar, Jind, Mohindcrgarh, Rewari. Rohtak 
and Sirsa. 
Ambala, Faridabad, Fatehabad, Gurgaon, Hisar, Kaithal, Kurukshetra, Mohindcrgarh, 
Panchkula, Rewari, Sirsa and Yamunanagar. 
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• 

C 'hapter-1 "/ Other ,\ '011-Trrr Rec e1p1.' 

The case was referred to Government in March 2003 : reply had not been 
received ( December 2003 ). 

Chandigarh 

Dated: J>u Lrot 

New O,elh ' 
Oated:l 

1 

(ASHWINI ATTRI) 

Accountant General (Audit) Haryana 

Countersigned 

(VIJAYENORA N. KAUL) 
Comptroller and Auditor General of India 
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