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PREFATORY REMARKS

The Audit Report on Reuvenue Receipis of the Gouvernment of
Himachal Pradesh for the year 1986-B7 is presented in this ceparate
voiume, The Report has been arranged in the following order :-

(1) Chapter 1 contains an "OQueruview" of Lhe material
cfontained in the Report,

(ii)Y Chapter 2 refers to the trend of revenue
receipts,classifying thewm broadly under tax
revenue and non-tax revenue, the variations
between Budget estimates and the actual receipts
under principal heads of revenue,the revenue in
arrears for collection and the audit objections
and inspection reports outstanding for settlewment,

(iilY ITn Chapters 3 to /7 are set out sowme of the
interesting irregularities,vwhich came to notice
in audit during test check of records relating to
Sales Tax, State Excise, T axes on Uehicles,
Pagcsengere and Goods, Forest Receipts and Other
Tax and Non-tawx Receipts,

{(uvii)







CHAPTER s B

OVERV IEW

1.1 Germnseral

p P B The trend of revenue receipts of the Government of
Himachal Pradesh is indicated in the following diagram:
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1Bl The proportion of Sales Tax, State Excise, Forest
Receipts and Other Tax and Non-Tax Receipts to the total
revenue raised by the State Government are depicted below:

(Para . )

e



1518 sales tax assessment cases pending finalisation at the
end of the year 18986-8B7 went upto 27,623 as compared to 23,741
pending at the beginning of the year, (Para 2,4)

j % 1.4 The arrears of reuvenue pending collection as on 31st
March 1987 amounted to Rs, 22,32 crores, of whith Rs, 14,B2 crores
pertained to the Forest department, (Para 2.6)

e B N0 6,514 audit objections involuing revenue amounting to
Re, 39,64 crores in respect of audits completed upto 31st March
{987 were pending settiement as on 20th September 1987, Of this,
79@ audit obkjections involving revenue amounting to Rs, 21,53
crores pertained to the Forest department alone, (Para 2,B)

1.2 Sales Tax

1.2, 1 Interest amounting to Rs, 12,22 | ak hs for belated
payments of sales tax was not leuvied in 1,441 cases, On this being
pointed out in audit, the department raised demands of Rs, 1,58
lakhse in 277 cases, of which a sum of Rs, 1,21 lakhs has since
been recovered in 268 caces {November 1987), (Paras
i ig, R 2.5,3,2,6)

L2 2 In four districts, concessional rate of sales tax wae
charged from seuven indugtrial units sven though the units were not
eligible for the concession, This resul ted in sales tax being
under -acseeced by Re, 24,26 lakhs, (Para 3,3)

123 In Scian and Bilaspur districts. three bogus dealers
evaded sales tax amounting to Rs, 11,38 |akhs, Of these, in one
case, the departiment raiced demands of Rs, 7.28 lakhs mak ing an
ex-parte ascessment, (Para 3.4)

1,29 In seven districts, department’s failure to detect
suppression of purchases,fsai es by 29 deal ers resul ted in
tax/penal ty being under-assessed by Rs, B,b1L lakhs, On this being
pointed out in audit, the department raiced demands of Rs, 1,9@
lakhs in respect of 13 dealers, out of which a sum of Rs, 8,78 lakh
has since been recouvered (Nouvember 1937)._ (Para 3.5)

1.2 Zt+tate Excise

y g | Iin a bottling p!ant--cum-distillera and a brewery in Una
district, on epirit lost in the procees of redistillation dur ing
the YRars i984-85 and 1985-8B6, excige duty amounting to -Re.,
7,51,754 was leviabie, but was not levied, (Para 4.2)




1.4 Taxes on wvehicles, passengewrs and
ognods i

R ol In- respect of 6B private transport uehicles, in eiqht
digtricte, uhlch were registared with the Transport Deparimant but
were not got registered with the Excice and Taxation -department,

goodg - tax amounting to RE, i, 11 lakhse remained unpaid, The

omigsion war not detected by the department. Penalty upto Rs,
1,66,500 fould alsc be lnulad for failure to geat the funhil:les
registered with the Excise and Taxation departwent, (Para 5, 62)

1.5 Forest Receipts
1,5,1 During the wears 1982-83 to 1985-Bh, 7,57,793 cubic metres
of timwber valuing Rs, 30,40 crores ( at |gase/market rates) wace
supplied by the Forest  department for Rs, 3,97 crores (at
_subgidised rates) for wmaking available fruit packing cases to fruit

growers, Thie entailed a subsidy of Re, 26,43 crores, But the
department did not Kknow whether a&all the tiwmber supplied at
subgidised ratas U‘B used for manufacture of packlng Cases and
al so whether thﬂ ratn of pack i“g‘ cCaces- charged by ; the

‘saw-millers from thae fruit growaers was not in oxcass of the rate
fixed by Government, (Para b,2,4)

1,5, 2 In Solan forest division, 9,501 cubic metres of timber

was supplud by the Forest department to saw-millerg at
concessional rates for wmanufacturing packing casese, -which were
supplied to vegetable growers, who were not erntitied fer the sawe,
.This resulted in loss of revenue amounting to RE, 43,10 |akHs, (Para
6,2,6) 2 ' : .

1,5,3 qur'to application of incorrect rates of royalty for

timber gupplied to the State Forest Corporation for conversion
into geltug required for wanufacturing fruit packing cacses. the
royalty was charged ghort by Rs, 30,17 lakhse, (Para 6,2,7)

§.5. Royalty for timber cupplied +to the State Foresct
Corporation was chargad  short by Rs, 16,45 lakhs, as royalty for
the wvhole timber was incorrectly charged at the lower rates
applicable for the timber wmeant for conuergion into gel tus,
instead of charging. royaliy for the timker exploited by the
Corporation for other  commercial Purpoges at normal | eage
rates, (Para 6,2 8) :

1,5,5 in four foresct divigions, the price of trees anountlng to
Re, 11,33 takhs had not bgen demandad from the (orporatlon On the

owmissions being pointed ocout in audit, dewmands fovr Rs, 7,27 | akhe |
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‘were raiced, CParas 6,4(i), 6,4(iii) and 6,6(ui)d

1.5.5- In four forest divisions, axteansion fes amounting to Rs,
6.66 lakhe, leviable for working forest lots beyond the stipulated
leace period, was not demanded from the State Forest Corporation,
On the omiesione being Ppointed out in audit, demand for the entire
amount of Re, B.B6 lakhse was raised by the department, (Para 6,5)

1.5.7 In four foraeast diﬁictoﬁe,.application of incorrect rates
resul ted in rogalty on timber/resin blazes being recovered short
by Re, 43,39 iakhe 'from the State Forest Corporation, On the

mistake being pointed out in audit, demand for Re,7,28 |akhs was

raigsed by the department, CParas 6,6(1) and*(ii);s.?(l) and (i1)J

1.5.8 In four forest divisions, Gouérnmaﬁl lost revenue
amounting to Rs, 16,98 lakhs due to failure of the department to
take timely action to dispose of saluage lots, (Para 6,8)-

1.6 Othexr Tarx and Mon—tax Raﬁeipts

Land Reuénue

PN
% ! SR

1,6, 1 In Solan district, local vate amounting to Re., 1,28,536 .
recoverable from land holders, was left uncollected, On the
omiggion being pointed out in audit, an amount of Re,96,453 was
recovered and deposited into treasury, (Para 7,2)

~

Mineral Receipts
1,6,2 Delay in approual of the Himachal Pradesh Minerals
(Vesting of Rights) Bill, 18B3, deprived the Gouvernment of net
revenue of Rs, 21,40 lakhe per annum as the minerals in the |ands
of private owners cou:.d not be uested in the State Gouernment till

‘the bill was assented to by President in July 1987,(Para 7,8.4)

"Fishery Recedipts

\ ‘ g : : ’ }

1,6,3 Delay in ' construction of fish. seed . farm at Milwan
reeul ted ' in undaer-stocking of flngprlings in. . Pong Dam rasm"boir,'
Had  stocking been done as ' planned by the department, the
production of fish during the years 18981-82 to IQBS-BE'cdhldlhaun
been 38,790 metric tonnes wmore, and the Couvernment would have
real ised Re, 479,67 lakhs extra as royalty, (Para 7,9, 4)

b







CHAPTER 2
GCENERAL
2.1 Trend of r»revenue receipts

The tax and non-tax raeavenue raised by the Government
of Himachali Pradesh during the year 1986-8B7, the share of taxes and
grants-in-aid received from the Government of India during the year
and the corresponding figurese for the preceding two years are given
below -

1984-85 1985-86 1986-87
{In crores of prupees)

I1.Revenue raised by the
State Covernment

{a) Tax revenue 61.34 73.63 92.40
(b)Non-tax revenue 43.57 65.48 93.26
Total 184.91 139.13 145.66

I1.Receipts fron the
Covernwent of India
(a) State’s share of

divisible
nion Taxes 33.00 101.30 121.42
(b) Grants-in-aid 242.82 278.78 266.75
Total 276.82 380.08 388.17

I11.Total receipts of
the State Covernment
(I and II) 381.73 319.21 533.83

IV. Percentage of I to III 27 27 27

(1) The details of the tax revenue raiced during the
year 1986-87, alongside figures for the Preceding two years, are
given below: -

1984-85 1985-86 1986-87 Percentage of

increase(+)
in 1986-87
over
1985-86
( In crores of rupees )
1.8ales Tax 24.23 30.30  39.85 (+)32




2.8tate Excise

3.Taxes on Goods and
Passengers

4.Stamps and Regisir-
ation fees

5.Taxes on vehicles

6.Land Revenue

7.0ther Taxes and Duties

Total

1984-85 1985-86 198&6-87
{ In crores of rupees )
28.53 23.18 26.4%
7.33 8.62 11.5@
3.84 3.83 4,33
2.25 2.53 2.9
8.47 6.47 8.47
3.49 4.72 6.86
61.34 73.65 92.48

s

Percontage of
incpease(+)
in 1986-87
Gver

1985-8¢

{+)14

(433

(+)13
{+)§i3

{+)45

{4325

(ii) The details of ith® non-tax revenue roaliced during

the year 188&-.87,
are given bkeicw ¢-

i.Forest

2.Interest

3.Hater and Powen Developsent

4.8gricul ture{including
Harticul ture)

3.Kines and Winerals

6.Education

7.0thers

fotal

alongsids figures

1924-85 1985-26 1985-87

(In cvores of supees)
is.@7 38.98 25,37
1.87 3.87 4,53
1.79 #,.18 ‘e
i.82 1.28 £.37
6.98 1.8 i.58
#.54 8.85 2.87
19.38 27.36 23.62
43.37 63.48 33.26

for the preceding twe ypers, =

Perecatage of -
increase(+) op .
decreasal-} in

1986-87 aver .
1985-22

{-)31
{4316

{-31%

2.2 Marniations bPetween Budget estimates

and actuals

The variations botwaen the HBudget osstimates of ravsnua

for the ysar

1986~-B7 and the actual

receipts under the principal



heads are given below -

Head of revenue Budget fetual Bariation Percentage of
estimates receipts increase(+) wvariation
shoptfall(-)

{In croves of pupees)

1. fales Tax 35.865 39.83 (+)4.20 (+)12
2. State Excise 24.53 26.49 {+31.%6 {+) 8
3. Taxes on

Goods and

Passengers i@.9%8 11.58 {+)8.58 (#) 5
4, Stamps and

Registration

Fees 3.38 4,33 (+)8.95 (+)28
3. Taxes on

Yehicles 3.68 2.98 {-38.18 -) 3
6. Land Revenue @8.52 8.47 (-)8.86 (-)11
7. Other Taxes and

Duties 3.17 6.86 (+#)1.69 {+)33
8. Forest i7.e8 21.37 (+)4.37 {+)26
5. Interest 3.75 4.53 (+)8.78 (+)28
18. fgricul ture |

{including

Horticul ture) a.92 1.3% {+)8.45 {+)49
1i.Hines and

Hinerals 8.99 1.58 (+)6.68 (£)67
12.Education @.62 8.87 (+)8.25 (+)48

The increase of 265 per cent in forest raeceipts was
reported by the Forest epartuwent to be due to recouveries of
outstanding dues from thqfuginst Corporation,

The reasone for variations between the Budget estimates
and the actuals called for in Nouvember 18987 have not been received
from other departments (January 1988B),

2.3 Cost of collection

Expoendi ture incurred on collection of the wmajor
rausnue receipts during the ysar 189B6-87 and in the preceding two
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years is given belgw :-

Head of Year Gross Bpenditure Percentage
revenue collection on collect- of expenditure
ion to gross
(Rupees in lakhs) collection
1.8ales Tax 1984-85 2423.37 42.178 2
1985-86 3@30.19 59. 4269 2
1986-87 3985.30 63.810@ 2
2.5tate 1984-85 2852.60 39.968
Excise 1985-86 2318.8¢ 46.320¢@

1986-87 2649.30 45.7500

3.Taxes on 1984-85 733.88 14.278
Coods and  1985-86 861.89 16.880@
Passengers 1986-87 1149.83 19.856@

4.Stamps and 1984-85 304.04 14.54=
Registra- 1985-8¢ 383.36 14.69%

tion Fees 1986-87 432.66 17.06% 4
3.Taxes on 1984-85 225.25 8.62% 4
vehicles 1985-86 252.93 9.22% 4
1986-87 289.55 9.59% 3

6. Land 1984-85 46.91 356.37% 1,186
Revenue 1985-86 47.16 639.87% 1,357

1986-87 46.75 688. 90 1,474

?.Forest 1984-85 1806.72 45.78 3
1985-86  3@98.35 49.58 2
1986-87 2136.66 36.51 3

Represent pro-rata basis figures as intinated by the department
_in July 198¢.

@@ Figures for 1985-86 and 1986-87 are tentative.

#¥In the Revenue and Transport Departments, the revenue collecting
staff is engaged on other duties also.These departments were
Prequested (June 1985) to work out the cost of collection on a
Pro-rata basis. This information has not been meceived

(January 1988).
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2.4 Arpears LD ascsessment of sales

tarx Ccases

ae reported by the department,at the beginning of the ysar
1886-87, 23,741 sales tax acgpssments were pending final isation,
During the yesar 27,5613 more accesements became dus for completion,
Dut of the total of 51,368 cases, accpsements were compieted in
23,737 cases,lsaving & balance of 27,623 cases pending final isation
at the end of the year 1986-B7, The ygearwise break-up of the
pending cases by refereance to the gyears in raspect of which the

deailere became due for acsesement is as undey -

Nusber of cases

1969-78 to 1931-82 4,888
1982-83 2,168
1983-84 3,664
1984-85 5,973
1985-86 11,738
Total 27,623

2.5 Frauds and evasions of tax

According to the inforwation furniehed by the Excise and
Taxation department, 1,648 cases of frauds and euasion of taxes
(Sales Tax:956; State Excise:274; Pascengers and Goods Tax:41i6 and
Other T axes and Duties:3) were detected by the departimental
authorities during the year 1986-B7, Besides, 1,797 such C&ses
(Salee Tax:788; State Excise: 1Bb and Passengers and Goods Tax: 8962)
detected in earlier years were pending investigation with the
department as at the close of the prauvious year 18985-86, Out of the
total of 3,446 cases, investigations/assesswments were complieted in
2,162 cases only (Sales Tax: 1,817; State Excise: 458; Passengers
and Coode Tax: EB4 and Other Taxes and Duties:3) during the year
and demande (including penalty) for Rs.3,35,187 (Sales Tax:
Re,2,56,873; State Excise : Re,31,945; Passengers and Goods Tax @
Re,46,244 and Other Taxes and Duties:Re,725) raised against the
deal ere concerned, The remaining 1,2B4 cases (Sales Tax: b48; State
Exciga:2 and Passengars and Goods Tax 1 B634) were pending
investigations/acssessment at the end of the year 19B6-B7,

2.6 Uncollected meaeuvenue

ag on 31et March 1987, arrsgars of revenue Pending
collection under principal heads of revenue, Aas reported by the
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departments, were as under :-

£1.Head of firrears Arpears Remarks
No ., Revenue pending wmore than

collee- five years

tion old

{Rupees in lakhs)

i. Forest 1482.28 266.86 Out of Rs.1482.28 lakhs,
dewands for Rs.148.69
lakhs had been
certified for recovemy
as arrears of
land mevenue. Recoyenies
amounting to Rs,08.63

 lakhs were stayed by

the Courts. Demands for
Rs.1.45 lakhs were
likely to be written off.
The remaining arrears
of Rs.1251.43 lakhks
were at other stages of
action,

2.8ales Tax 463.55 43.80 Out of Rs.483.55 lakhs,
demands for Rs.18.42
lakhs had been certified
for recovery as arrears of
land pevenue. Recoveries
amounting to  Rs.9.i6
lakhs and Rs.25.14 lakhs
had been stayed by the
Courts and Covernment
respectively. Recoveries
anounting to Rs.B.18 lakh
were held up due to
insolvency of the dealers.
Recoveries amounting to
Rs.5.20 lakhs were held up
due to rectification/review
applications.Demands fop
Rs.8.11 lakh were likely
to be written off. The
remaining ArrEars of
Rs.344.42 lakhs were at
other stages of action.

3. State Excise 44.76 28.22 Out of Rs.44.76 lakhs,



§1.Head of firpears fArpeans Remanrks
No.Revenue pending wmore than
collez- five years

tion eld

{Rupees in lakhs)

: denands amounting to
R5.24.95 lakhs had been
cestified for recovery
as arrears of land
revenua. Recoveries
amounting to Rs.1.50
lakhs and Rs.B.15 lakh
had been stayed by the
Courts and Covernwent
respectively. Recoveries
of Rs.0.87 lakh wepe
keld wp due to
insolvency of  the
dgealers. Bewands
amounting fto Rs.4.16
lakhs wepe likely to
he written off.
Dewands for Rs.132.93
lakhs were at other

stages of actiem.

4.Taxes on
Goods and
Passongers 28.58 5.3@ fut of the arpears of
85.28.58@ lakhs, demands
. for Rs.8.52 lakh had
been certified for
recovery as arrears of
- land revenue.Recoveries

" asounting to Rs.0.18
lakh had heon staved by
the Counts.Derands for
Bs.8.57 lakh were
likely to be written
off. The remaining
arrears of Rs.27.31
lakhs were at other
stages of actionm.
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£1.Head of frrears firrears Remarks
Ko . Revenue pending more than

collec- five years

tion old

{Rupees in lakhs)

9. Land Revenue 43.8%9% 15.72% Information has not been

received.

6. Industpies 33.68 6.65 Out of the total arrears
{including of Rs.35.88 lakhs,demands
village and for Rs.2.89 lakhs had
small scale been ceptified for
industries) roOVerYy as arpears of

land mevenue. Demands
for Bs.8.83 lakh were
likely to be written off.
The remaining arrears
of Rs.32.88 lakhs
were at other stages

of action.
7. Hines and 14.88 6.33 Gut of the total
Hinerals arpears of Re.14.88
lakhs, desands for

Rs.5.35 lakhs  had
been ceprtified for
FECOVERY as  arrears
of land revenue,
Recoveries awounting
to Rs.4.15 lakhs had
been stayed by the
Courts. Demands for
Rs.8.11 lakh were
likely to be written
off. The remaining
arrears of Rs.4.47
lakhs were at other
stages of action.

% Excludes figures in respect of Mandi division,which have
not been received (January 1988).



§1. Head of firrears Arrears

No. Revenue pending wore than
collec- five years
tion old

15

Renarks

{Rupees in lakhs)

8. Police 22.17

9, Public Horks 136.46 28.26

18.Taxes and duties
on Electr_icitg 19.46

out of Rs.22.37 lakhs,a
suw of Rs.2.30 lakhs was
recovered in April 1987.
The remaining amount of
Rs.20.87 lakhs. was
recoverable fron
Covernment departments/

undertakings/autononous

bodies on account of
police guard supplied
during the year 1986-87.

Out of the total arrears
of Rs.136.46 lakhs,
dewands for Rs.11.40
lakhs had been certified
for recoveMy as arrears
of land nrevenue. The
reraining arrears of
Rs.125.06 lakhs (water
charges:Rs.98.81 lakhs
and Abiana charges:
Rs.26.25 lakhs ) were at
other stages of action.

The arrears pertained
for the period Ist April
1986 to 30th September
1986 and were
precoverable from the
Himachal Pradesh State
Electricity Board. The
information regarding
the arrears for the
period October 1986 to
March 1987 has not been
received {(Januany 1988).
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§1. Head of Arrears fArrears Renarks
No . Revenue pending wmore than
collect- five years

ion old

(Rupees in lakhs)
11.0thers 3.e1 i .

Total 2232.48

2.7 Remissions and writes off of »evenue

In the Excise and Taxation department, the following
demande were written off during the year 1986-B7, as reported by
the department :-

Nunber of Amount of losses and

cases irrecoverable revenue
written off
{Rupees)
1.5tate excise 7 4,65,774
2. Sales tax i4 37,314

In the Revenue department,land reuvenue awmounting to
Re.4,44,512x was remitted during the year 18986-87 on account of
damage to crops,

2.8 Outstanding inspection r»eports

and audit okbdections

{(1) Audit objectionse on incorrect asscsessmante, short Ie&vy
of taxes, duties, fees, etc,, as also defectse in initial accounts
noticed during audit and not settled on the spot are communicated
to heade of offices and other deparimental authorities ithrough
inspection reports, The more important irregularities are reported
to the heads of departiwments and Gouernment, The heads of offices
are regquested to furnish replies to the inspection raportes through
the respective heads of departmente within a period of two months,

(i13The number of inspection reporis and audit objections
relating to revenue receipte in respect of auditse complieted upto
31ist March 1987, which were pending settliewment by the departments

#Excluding Mandi division,in respect of which
information has not been received <{(January 1988).



ac on 38th Septewmber 1987, alongside corresponding figures for the
preceding two years,ie giuven balow: -

At the end of September

1985 1986 1987
Number of inspection
reports pending settlement 1,719 1,848 1,869
Number of outstanding audit
objections 6,891 6,838 6,514
fimount of revenue
involved (In cromes of
rapees) 46.30 35.64 39.64
(1i1) Yearwvise braeak -up of the outstanding

inepection reports and audit objections is giuen below:-

Year {in whioh MNumber of cutstanding Awount of

inspection inspec t;n audi t receipts
reports were reports objections involved
issued) (In crores
of mupees)
upto 1982-83 884 2,347 9.56
1983-84 173 581 8.47
1984-85 215 813 6.56
1985-86 218 897 6.92
1986-87 379 1,87 8.13
Total 1,869 6,514 39.64
Note:- Figures in the table have been shown according to the

year of issue of inspection reponrts.

(iv) Department-wise break-up of inspection reports
and audit objections outstanding as on 38th September 1987, is
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CHARPTER 3
SALES TaX
2.1 Results of dudit
Teet Check'of‘sales tay acsesements and other fQCDTds,
conducted in audit dur ing the year 1886-87,.reveal ed
under-acsessments of tax amounting to Rs&, EB,SQ lakhe In 337 cases,

which broadly fa!l undar the following categories:-

Husker of fmount (In lakhs

tases of rupees)

i.Incorrect grant of

exexptions from tax 22 16.92
2.Application of

incorrect pates or tax 19 8.35
3.Incorrect conputation

of turnover 131 35.53
4.Mon-levy of interest 188 6.82
5.0ther irregularities 37 13.77

Total 337 66.39

The aboue position was reported to the depariment and
Covernment in September 1987; their repliies have not been received
(January 1988 ),

come of the important caces are mentioned in the
fol lowing paragraphs,

2.2 Mon—levushornt levy of intewrest

2.2.1 Introdeoe tores

In paragraph 2,7 of the Audit Report on Revenue Receipts
for the year 1976-77,absence of provisions in the Himachal Pradesh
ceneral Sales Tax Act, 1968 for Ievy of Iinterest on belated
payments was pointed out, In June 1973, a new saction i7-R,
effective from Ist April 1979, was inserted for leuying interest on
belated paymente of taxs/penalty, Under the Central Salee Tax Act,
1856, the prouvisions of the general saies tax law of the State
relating to charging or payment of interest aliso apply to the
bel ated payments under the Central Act,

|
-
O



20 Y
2.2.2 Scoye of audit

The obsgarvations in the succeeding paragraphe are based
on pointe noticed during test check of assessment recordse of all
the assessing authorities in the State conducted and reviewed to
csee whether interest had been correctly levied when tax was not
paid aiongwith returns or within the periods specified in the
demand notices,

3.2.2 Highlights

The important points brought out in the Report are as
under : -

£id Im 313 cases, in which the dealens
wernez liakle to pay intewrest on tax amounts not
raid in time, interest amounting to Rs. 2.304
lakhs was either not demanded oxr was demanded

short.

€i1id> In 1,128 cases, interest amounting to
Rs.B.92 1akhs Was chargeakble on helated
rayments of addi tional demands, raised in
ascessmwments fFfinalised during the ysars 1988-—-81
to 1985-86, but it was not charnged.

Ciiid On the non—leuvy.” shornt levy being
rointed out in above cases, the department
raised demands for Rs.1.58 lakhs in 277 cases,
of which a sum of Rs.1.21 lakhs has since hbeen
recovered (NMovember 1987)>.

2.2.4 Hon—-levyshort leuy of interecst
on bhelated payments of tao

Under Section 17-A(1) of the Himachal Pradesh General
Sales Tax Act, 196B,if a dealer fails to P&y the amount of tay due
from him under the Act by the etipul ated date, he ig, in addition
to the amount of tax due, liable to Pay simple interest at tﬁe rate
of one per cent per month for a period of one month from the date
immediately following the last date for submiccion of return and at
the rate of one and a half per cent Per month thereafter so
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long as the default continues, It has been held Judiciallyx that
either by delaying the filing of the return or not filing the
return at all or by filing a return wrongly claiming that certain
part of turnover Iis not taxable or by not disclosing a part of the
taxable turnouver in the return, an acsessee cannot escape the
liability to pay interest on the .amount of tax withheld as a
consequence of his own action or inaction from the date immediately
following the last date on which it had to be paid,

In 224 cases, relating to all the District Excise and
Taxation offices in the State, in which the dealers did not pay the
amount of tax due from them by the prescribed date, interest
amounting to Re,2,41 lakhs was either not demanded or was demanded
cehort,

on this being pointed out in audit (between January 1883
and May 198B7), the department raised additional demands for Rs,8,84
lakh in 124 cases, out of which a sum of Re, 0,84 lakh had since
been recouvered (February 1987) in 119 cases, Raesport on recovary of
the balance amount of Rs, @,18 lakh and action taken in the
remaining 180 casees is awaited (January 1988), '

3.2.9 Non—-charging of interest on khelated

payments of additional demands

Under Section 17-A (2) of the Hiwmachal Pradesh General
sales Tax Act, 1968, if a dealer falls to pay the amount of
additional tax aceseesed or penalty imposed by the assessing
authority, within the period gpecified in the notice of damand or
where no period 1is specified therein,within 38 days from the
service of‘- such notice, the dealer is liable to pay, in addition to
the tax or penalty due,simple interest at the rate of one per cent
per month for a period of one month and at the rate of one and a
half per cent Pper month thereafter for the remaining period of

dafaul t,

In 1128 cases, relating to all the District Excise and
Taxation Offices in the State, it wae noticed that interest
amounting to Rs,B8,92 lakhe was chargeable on pbel ated payments of
additional demands, raised in accesements finalised during the

shcsociated Cement Co.Ltd.U.Commercial Tax officer,Kota and
others {1981} 48 STC 466 S.C.
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gears (9B8-B1 to 1985-B6, but 1t was not charged,

On the failure being pointed out in audit (between
Nouvewmber i8B1 and May 1887), tha department raised demand for
Re.6,.62 lakh in 148 casee, out of which a sum of Re,8,35 lakh had
gince baen recouvared {February 1887) in 144 cases, Report on
recovery of the balance amount of R6,8,27 lakh and action taken in
the remaining 988 cases is awaited {(January 1988),

2.2.6 Interest not charged undex» the Centrnal
Eales Tazx Act

The provisions for charging interest contained in the
Himachal Pradesh General Sales Tax Act, 1968 are also applicable to
the cases of belated paymente of tax and penalties under the
Central Sales Tax Act, 1956,

Iin Hawmirpur, Kangra,Mandi, Sirmaur, Selan and Una
districts, in BY cases where the dealers did not depoeit the tax
due alongwith raturns filed betwsen April 1878 and April 18986 or
where the amount of additional tax assessed or penalty imposed by
the asseesing authority in sacsesswments final ised during the ymars
i888-81 to 1985-BF was not deposited within the specified time,
interest amounting to Rs,8,88 lakh was chargeabia, but was not
charged,

On the failure bkeing pointed out in audit (between
December 1981 and aApril i287), the department raissed dewmands for
Re, 1,666 in 5 casee which had since been recovered {(February 19B7),
Report on actien taken in +the remaining B84 cases 1is awaited
(January 1988),

The abouve findings were reported to Governwent in July
1887; their reply has not been received {(January Ii988B),

3.2 Short levy Jdue to incorrect application

of concessional r»ate of oo

{(idUnder the Hiwmachal Pradesh General Sales Tax fct, 18968,
emall scale industrial unitse are aligible for certain concessions
in tax, A swall escale industrial unit is one in which the capital
investment (in plant and wachinery) is not more than Re,7,5 lakhs,
As per the Central Sales Tax Act, 1856, on inter-State sale of goods
made by one registered deaier to another registered dealer and
supported by Prescribed declarations, tax is leviable at the rate
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of 4 per cent, However,on inter-State sale of goods (other than
decl ared goode) wmade to unregictered dealers, tax is leviable at
the rate of 18 per cent or at the rate applicable to the sale or
Purchase of such goods inside the State, whicheuver is higher,

(a) On inter-State sales amounting to Re, 169 3B |akhs
made during the ygyears 19B2-B3 and 1983-B4 by an industrial unit in
Solan district,tax was levied (September 1985) at the concessional
rate of 2 per cent, The concescion allowed wac incorrect, as the
unit was not eligible to be classified as a small gcale industriai
unit,because of its investment in plant and wmachinery being more
than Re,7.,5 lakhe, The tax wae, therefore, leviable at the rate of
18 per cent (in +the absence of prescribed declarations),The
incorrect grant of concessional rate resulted in tax being levied
short by Rs, 13,55 lakhs,

Similarly, on local sales awounting to Re, 1,67 lakhs,
made by the industrial unit during the years 1982-83 and 1983-B4,
tax was erronecusliy levied at the concessional rate of 2 per cent,
instead of at the full rate of 7 per cent, The mistake resulted in
tax being levied short by Rs,@,089 |akh (including surcharge),

(b) In Sirmaur district, local salee of stainless csteel
-etrips (patti) amounting to Re, 182,93 lakhs made during the years
1984-B5 and 19B85-8B6 by an industrial unit were exempted from |leuy
of tax, The exewmption allowed was incorrect, as the unit was not
eligible to be classified as a small scale industrial unit (its
investment in plant and machinery being wmore than Rse,7.5 lakhs as
noticed in audit from the schedule of fixed assets filed by the
unit with the assessing authority),The incorrect grant of exemption
resulted in non-levy of tax amounting to Rs,7,31,701,

Further, on inter-State cales of stainliess stee) patti
{(supported by declarations in »C" formsg) amounting to Rs,208,55
lakhe made by the said unit to certain registered dealers during
the years 1884-8B5 and 1985-8B6, tax was erroneously levied at
conceesional rate of 1 per cent, instead of at the correct rate of
4 per cent , The mictake resulted in tax being levied short b_g
Re, 61,655,

(€) In Sirmaur, local cales of stainless steel strips
(patti) and brass sheets amounting to Rs,71,B883 and Re, 21, 16,9885,
made by an industrial unit during the years 1983-B4 and 19B4-B5
respectively, were axdmptnd from levuy of tax, congsidering the unit
4 a swall scale industrial unit, A scrutiny in audit of the profit




24

and loss account filed by the ~unit with the ascessing
authority,revealed that the unit had claimed inuestment allowance
amounting to Rs,4,40,008 on account of installation of plant and
machinery during the accounting year from Ist July 1982 to 38th
June 1983, ‘Therefore, the inuestment in plant and wmachinery Bu the
unit was to the tune of Re, 17,606,800 (four times the amount of
inuestment allowance ac Per provisions in the Income Tax Act, 1961),
Ae such, the unit was aoct eligible to be claceified as a swall
scale industrial unit, its inuestment in Piant and machinery being
more than Re,7?,5 lakhs, The incorrect grant of exemption resul ted
in non- Ievy of tax amounting to Re,B7,552,

The aboue mistakes wers Pointed out in audit in October
1886 and February 18B7; reply of the dospartment has not been
received (January 1888),

The aboua casee were raported to Gouarnment Iin December
19B6 and aApril 1987; +their reply hes aico not been receliuved
{January 1988),

(i1) As per Geuvarnment notification isgued in July 1878,
under the provisions eof the Central Sales Tax Act, 1956, on
inter-State cales of goode wmade by smali sca!e industrial unite %o
registered dealers, tax is leulabie at the rate of one per e¢ent
during the first five years and at the rate of two per cent dur ing
the next span of five years,sub ject to declarations being furnished
in prescribed form, On inter-State cales of goode by such units
made to Covernuent departiments, tax is ieviabie at four per
cent,subject to production of cartificate in form spn,

(a) In Sclan district,inter-State calas of goods valuing
Re8,26,03 lakhe were wmade, out of ihnse produced in a smail! scaieg
industrial unit, to Gouernment departmante during the year 1982 -83
Tax was' erroneously ievied (August 18R6) ati the rate of ane per
cant applicabie to sales to registered dealers as against rate of
four per cent chargeable frowm Government deparimentse, The mistake
resul ted in tax being levied short by Re, 1,08 lakhs,

The mistake was pointed out in audit in October 1986;
reply of the department has not been received {January 1988),

(b) In Kangra, Iinter-State cales of naiie, galvanised
iron wires and barbed wires amounting to Rs, 13,07, 112 were made,
out of those produced in a cmall &cale industrial unit, to
Government departments againet the Prescribed declaration forms
during the year 1983-84, Tax wac erronecutcly levied (July 1986) at



the rate of one per cent and two per- cent, instead of at four per
cent for the periods from Ist April 1883 to 2ih July 1983 and 18th
Julw 1882 to 31st HMarch 1984, recpactively, The mistake resul ted in
short levy of tex by Re, 28,386,

The short !evy was pointed out in audit in December 1886;
reply of the depariwment has not been received (Ja&nhuary iSBB),

{ciin Kullu, inter-State sales of goods valuing
Re,7.,52,581 wevrs wade, out of those produced in a small scaie
industrial unit, to Coverrmant departwments against the prescribed
decl aeration forms during the years 1586-81 to 1982-83,Tax was
erroneously levied (June 1985} at the rate of one per cent, instead
of at three per cent (rate of tax leviable in the State 2, The
wmictake vresulied in tax being lsvied short by RE, 17,389 including
surcharge),

The mistake wes pointed out in audit in July i986; reply
of the depariment has not been received (January igBg 3},

The aboua CASBES were TEPD'I“]‘.Ed to Gouvernment betwesn
October 18386 and March 1887; their repiy has also not been recelved
(January 12B88),

(iii} Aas per a notification issuad by Government on 5th
July ig78, cmall scaie industrial unitse enjowing tax holiday,
availabie for & period of fiue years under an eariier notification,
were wmade liable to pay tax on their products at the concessional
rate of 2 per cent or 3 per cent for the remaining period of tax
holiday and at 4 per cent or 5 per cent for the next span of five
UEATS .

In Sclan, on saies awmcunting to Re, 11,565,446, wade during
the year 1881-B2, by & smwmall scale industrial unit, which had gone
into production with eoffect from Ist Movember 18974, tax was
erronecusiy levied (Aprii 198B5) at the conceesional rate of two per
cent, instead of at the correct rate of four per cent, The mistawe
resulted in tax being levied short by Re, 25,640, including
surcharge,

The mistake was pointed out in &udit in October 1986;
repiy of the department has not been received (January 1988),

The case was reported to Gouvernment in Decewber 1886;
their reply hae also not been vreceived (January 1888),
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2.4 BEwvasion of tayx@ by bogus dealerns

Under the Hiwmachal Pradesh General Sales Tax Rules, 1976
and the departmental instructions of aApril 1878, the apprepriate
assessing authority, bkefore registering &a dealer, chall satisfy
itself after making any enquiry that it may think necessary, that
the applicant is a bona fide dealer and has correctly given all
the regquisite information, The assessing authority shall register
the dealer and issue a certificate of registration which shall be
valid from the date of receipt of application for registration ov

from the date of commencement of the Iliability to pay tax,
whichever is later,

(i) In Solan, a deal er was granted registration
certificate in February 1985 with liability to pay tax with effect
from b6th December 1884, He filed monthiy returne upto May 198BS
showing gross turnover of Re, 13,1B lakhs only (198B4-B5: Rs, 5,76
lakhse and 1985-B6: Re, 7,42 lakhs ) and paid tax thereon, In March
1985, the Enforcement Uing of +the depariment conuveyed 1its
apprehension to the assessing authority that the dealer wmight be a
bogus one, Subsequent enquiry made (Hovember 1985) by assessing
authority revealed that the dealer was untracesable, 8y cross
linking recorde of other registered deaiers in the State,it was
seen in audit that this dealer had made local purchases of tyres
and tubes valuing Rs, 55,30 lakhe without pagment of tax during
the yeare 18984-85 and 1985-86 ( 1884-B5:Rs,27.63 lakhs and 19B5-86:
Re, 27,67 lakhse ), The saie value of the purchases worked out to
Re, 60,83 lakhs (after adding 1@ per cent towards profit margin and
freight), The dealer supprescsed sales at least awounting to Re,
47,65 lakhs (Re, 60,83 lakhs wminus Rs, 13,18 lakhs) on which tax
amounting to Rs,5,24 lakhs was leviable, The departmwent had
recovered (May 1986) & sum of Re 8,58 lakh from the sureties,

balance of Rs,4,74 1 akhs (Re,5,24 lakhse mwminuse Re, 6,58 |akh)
remained unrecouvered, '

The loss of revenue was pointed out in audit in October
1986; reply of the department has not been received {(January 18B8),

The cacse was reported to Gouernment in December
1986z7their reply has alsc not been received (January 19B8B),

(ii)1In Solan, a dealer (registered during the year
1981-82) purchased watches valuing Re, 12,080 |lakhs against =C* forms
in the month of March 1984 as noticed in audit by linking sales tax
accounte of another dealer of Chandigarh Union Territory, During
the year 1983-84, the dealer (of Solan) filed only one return for
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the quarter ending 30th June 1883 in which he disclosed grosé
turnover of Rs,2,894, involuing sales tax of Rs,31B which had been
paid by him alongwith return, In response to seven noticee for
acsessmeant fer the year 1882- 83 igsued between December 1883 and
June 19B4, the desaler appeared before the assessing authority on
30,6, 1884, but the case had to be adjourned to 5,7, iag4 aes the
dealer had not brought his books of account, The dealer did not
turn up on 5. 7, 1984, Subsequentiy, thras notices were issued in
april,May and July 1885, which ecould not be served on the dealer,
The notices issusd at the permanent addrass of the deaisr could
aleco not be scerved upon him, 1In October 1885, the ascessing
authority informed the Excise and Taxation Commissioner that the
dealer wac a bogus one and had closed down his Business and had
bocome untraceablie, as the notices could not be served even at his
permanent addrees, The Couvernment lost cales tax at least amounting
te Rg,1,45,288 on ths turnover of Rs, 13.286 lakhs (Rs, 12,69 lakhs
being the value of the watches purchased in March 1984 plus RS, 1,28
lakhs, being ten per cent towarde profit wmargin and incidental
charges),

On the loss being pointed out in audit in Dctoker 18986,
the QAcsistant Excise and Taxation commigesioner,Solan stated {(August
1887) that on ex-parte assesswent of the case, an additional demand
for Rse,7,27,B58 (including penalty and interest) had since bean
created (Aprii 1887),Report on recovery is avaited (January 1888),

The case was reported to Government in December 1986;
their repiy has not been received (January i888),

(iii)In Bitlaspur, it came to ithe notice of the depariment
in June 1984 that a watch dealer had purchased watches valuing
Re,42,99, 143 in the wmonih of March 1884 frowm & desaler of Soilan
distirict againgst declaration forms withoul paygment of tax, The
agceessing euthority’s efforts to contact the dealer Iin person and
to geruve notices upon him to finalise the assessment remained in
vain as the dealer could not be traced, The iandlord of the
premises, stated to ke taken on rent by the dealer for running the
buginess, denied having rented the premicses to him and exprescead
non-acquaintance with him, The dealer could also not ke itraced at
the permanent addrass given by him in the application for
registration, Ultimately,in November 1885, the asseseing authority
decl| ared the dealer untraceable and consequently the department
loet sales tax amounting to Re, 5,286,168 (including surcharge) on
the turnouer of Re, 47,29,057 (after adding 10 per cent towards
profit and incidental charges),




On this being pointed out in audit in Sepiembar 1886, the
depariment ctated (January 1887) that a case for cancellation of
regisiration certificate of the dealer was under consideration and
that the declarations furnished by the dealer to the eelling
dealar of Sclan district (frem whom the watchee had baen purchased)
would be rejected while assessing the seiling dealer, bocuase
watchee had actuaiiy not been delivered to the purchasing dealer,
Repovrt on further development of the case is awaited (January
1288),

The case was reported to GCouernment in Movembaer 18986;
their reply has not been received (January (98B,

2.5 Ewasion of toose oas o= mesal £ of

suppraession of purchases. sSoal oo

Under the Himacha! Pradesh Ganeral Sales Tax AcCt, 1968, a
regisiered dealer can purchase goode frowm another registered dealer
wvithoul payment of tawx, subject %o his furniehing a decliaration in
the prescribed form, as ﬁer departmental instructions issued in
Aprii 1978, the assessing authorities arse Tequired to cross-check
the deductiong claimed by the seiling dealere on the bacic of such
deciarations with the purchases rafiected in the accounts and
returns of the Purchasing dealers, If a deasaler has wmaintained
falee or incorrect accounts with a view to suppressing his sales or
Purchases, he is liable to pay, b5y way of penalty.{in addition to
thae tax to which he is aesessed), an amcunt which shall not ba |ecee
than 16 per cent, but which shall not Be more than one and a half
times the amount ef tax to which he ie acecocced or is iisbie to be
Asc&ssnd, UVith offect from Ist April 1979, if a dealer fails to
Pay the tax dus frowm himn by the prescribed date, he bocomes liablie
to pay interest on the tax due at the rate of one per cent per
month for & period of one month and at one and a half per cent par
month thereafter,so long as the default continues,

(i) On cross- verification of salee with the Purchases, it
wag caen in audit that in Kinnaur digtrict, four deaiars wade local
Purchases of kirgana goods valuing Rs, 12,856 |akhs during the uysars
i883-84 and 1984-85, but they accountsd for purchases amnounting to
Re,7,40 lakhs only in their books of accounts, The Corresponding
sale value of the purchasgs Euppreasead by them amounted to Rs,S5, 12
takhe (after adding 18 per cent towarde profit and freight), Due to
the aseessing authority’e failure to crosg-check tha gales wiith the
purchases, the suppressed purchacee/cales remained undetected,
reguiting in svasion of tax by Re, 39,424, calcuiated at the general
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rate of seuven per cent pius surcharge at the rate of 18 per cent of
the tax dus, Minimum penal!iy amounting to Re, 3,842 was also payabie
by the dealers fer suppression of the turnover,

The failure was pointed out in audit in October 1286;
reply of the departmani ha&as not been receivad (Januvary 188B8),

The case was reported to Gouvarnment in December 1386
their reply has also not been received (January 1988),

(ii)Cross-verification in audit revealed that in Biiaspur
digtrict, & dealer made lccal purchases of knf"'osann valuing Rs, 1, 15
lakhe and Re, 2,28 lakhse during the years’' 1983-84 and 1984-B5S
respectively, on the strength of prnscr_ibndk‘-daclarations, without
payment of tax, Against these purchases the dealer schowed sales of
Re,8,45 lakh during i283-84 and purchases of Rs, 2,93 lakh during
iBE4-B5, The sals value of the unaccounted purchases worked ocut to
Rs,2,08 iakhel after adding i@ per cent towards profit and
freight), The KEEREEiNg sauthority’s failure to crosg-check
purchases made by the dsaler with declarsation forme given to the
sellers, resulted in tax beilng levied short by Re, 15,498 &t the
gensral rate of 7 per cesnt plus surcharge, I‘lin:lmumfpnnalta of Re,
1,548 and interest of Rs, 4,753 {(for the period from May 1384 to
fpugust 1986) ware alse isviabie,

on the failure being pointed out in audit in Saptember
1885, Gouvernment ctated {(Ssptemker i8873 thet on re-assessment of
the cass, &n additional demand for Re, 18,227 {(Tax:Re, 13,275;
penal ty:Re, i, 4b8end interest:Re, 4,552) had since been raised
{Decewkay I19BE), 0F thie, an amount of Re,H,B828 had besn racovered
{January 1587, Reépori on recouery of the balance amount is awailted
{January 1988),

(i111)In Kangra district.a dealsr made purchasas of anraind
water valuing Rs, 1,771,316 frow a dealer of Una district during
the yaars i2BE -84 and i804-8%5 as noticed in audit by
cross-!inking of cales and purchases, but he Aacceunted for
purchases amocunting to Rs, 41,365 only in his accounis books, The
correcsponding saie valup of the suppressed purchases amounted to
Re, 1,422,846 (aftey adding i@ per cent towards Pprofit and
freight), The assessing authority’s failure to croses-check the salee
with the purchases resulted in eguasion of tax amounting to
Re, 15,724 (including surcharge), Minimum penalty amounting to Rs,
1,572 wae siso leviable,
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The failure was pointed out in audit in Decewmber 18986;
reply of the department has not been received (January 1988 ),

The case was raportad to Govarnment in March i9B7; their
reply has also not been received (Janhuary 1988),

(iv)In Una district, assessment of a dealer for the year
1979-B@8 was final ised {October 18984), based, inter alia, on
roual ty amounting to Rs,9,73,340, real iced from cale of timber
during the year, A scrutiny in audit of supporting document (viz,,
statement of salies of trees and bamboos) howeuer, revealed that
the scales wade during the year 1979-88 amountaed to Rs, 28,97,711,
out of which Rs,9,73,348 had been realised during the year, The
assessing authority’s failure to link up the supporting documents
and assese all the saies, whether made for cash or deferred
payments, raesul ted in escapaemant of turnover amounting te
Re, 11,24,371 ( Re, 2@,97,711 minus Rs,9,73,346 )from assessment and
conceguent short lavy of tax by R8s, 3,069,202 {including
gurcharge), The dealer was also liable to pay minimum penalty of
Re, 36,920 for suppression of turnover,

The short levy was pointed out in audit in Decembayr 1886;
reply of the depariment has not been received (January 1898B),

The case was reported to Government in March 1987; their
reply has also not been received (January 1988),

{(u)In Mandi district, a dealer wae found to have
suppressed purchases of tyres and tubes amounting to Rs, 3,95,966
during the years 1979-886 to 1982-83, For the suppression of
purchases, the Excise and Taxation officer (Enforcement) levied
(July 1884) penalty amounting to Rs, 60,008, but ha omitted to
re—_acgcese tax on the suppressed turnover, which resulted in
non-levy of tax amounting to Re, 47,912 (incliuding surcharge),
Interest amounting to Re, 14,751 was also leviable on the tax
omitted to be assessesed,

Oon the omission being pointed out in audit in January
19B6, the departrment stated (September 19B6) that on re-examining
the bookse of accounts and on re-assessment (August 1986) of the
cace, an additional dewmand for Rs,24,48B8 (Tax: Re, 13,826 and
interest:Rs, 18,662) had since been raised and of this, an amount of
Re,5,483 had been realised (August 19B6), Report on recovery of the

penalty (Re.60,888) and the balance amount of Re, 19,005 is awaited
(January 149B8B),
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The case was reported to Government in June 19B6; their
reply has not been received (January 1988),

{(uvi) In Kinnaur district, assessment of a dealer for the

s year 1984-B5 was completed, based on the purchases ( Re, 1,45,237)

indicated by him in his rgturne and trading account, A scrutiny of

« decl aratione in formse ST-XXIU and ST-XXVI-A (barrier chite) placed

k on record, however, revealed that dealer had effected purchases of

Re,.2,99,615, which was more than that reflected by the dealer in

= his trading account, The agsaessing authority’s failure to link up

thegee documents (placed on record) with the dealer’s trading

account resul ted in gscapewmant of turnover amounting to

Re, 1,688,816 (after adding 18 per cent towards profit, freight etc,)

from assessmant and consequent short Ievy of tax by Rs, 13,0676

(including surcharge), The dealer wac also liable to pay minimuam
penalty of Rs, 1,368,

The omission was pointed out in audit in October 1986;
reply of the department has not been received (January 1988),

The cace was reported to Government in Decewber 19B6;
their reply has aleo not bean received (January 1888B),

(vii)(adIn Mandi, on Cross- verification of sales with
the purchases, it was noticed in audit that two dealers purchased
kerocene vaiuing Rs,18,58,924, during the years 1983 -84 and
1984-85, without payment of tax by furnishing the prescribed
decl arations,but they disclosed purchases of Re. 6,881,896 only in
their trading accounte filed by them with the aceeesing authority,
on the basis of which their assessments were finalised in July
1984, February 1985 and February 18986, The corresponding sale value
of the suppressed Ppurchases amountaed to Re. 4, 15,611 (after adding
16 per cent towards Pprofit, freight, etc,), The department’s
failure to cross-verify the sales with the purchasing dealers”’
accounts/returns resul ted in the csuppression of purchases
P remaining undetected and tax being levied gshort by Rs, 32,002, A

minimum penality amounting to Rs, 3,200 was also leviabie on the
deal erg for the suppression,

\ (b)Similarly, crosse -verification in case of another
dealer of Mandi revealed that he made local purchases from other
dealoTe of Mandi of certain goods valuing Rs,3,60,948 during the
Ue&"- 1984-85, but discloeed purchases of Re,.93,789 only in his
*-""ding account, on the bagis of which his assesewent was finalised
in Seaptewmber 1985, The sale value of the suppresced purchases

=
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amounted to Re 2,893,875 (after adding 1@ per cent itowards profii,
freight, etc,), The assesessing authority’s failure fto crose-chack
the esales with the purchases resuited in the suppression of
purchasgses vremeining undatected and teax being levied eshert by
Rs, 18,228, A wminiwum penaity amcunting to Rs, 1,023 - was also
isviable on the dealer for the suppreesion,

On the mnistakes being pointed out in audit in Fabruary
1987, Government stated (September 1887) that on re-assesement of
the cases, additional demands for Re,58,517 {incliuding panalty and
interest) had since been raigsed {(January to August 1887),0F this,
an amount of Re.29, 128 had been recovered (February to Septamber
1987), Repori cn recovery of the balance amount ig awalited (January

19B8),

(viii)In Chamba and Kangra, acscsesswents of & dealiers
(Chamba:3 and Kangra&a:3) for ithe ygears I(S81-82 +to 19B4-85 were
finalised (betwsen June 1882 and Dctecber 1986), bassed on the
Purchases amounting to Re, 16,58,326, as indicsated by thew in their
returne and trading accounte, Hut, it was noticed in audii fromwm ths
supporting doecuments, viz, .decl arations in form uiw, ST-XXIU,
ST-X0UI -A(barriar chits) and ST=3>UI {(dailivery notes) that
Purchases of these dealers actualiy itakle to tax were for
Re,22,30,641, The ascessing authoritiss’ Ffailure to |ink up the
supporting documenis with the dealers’ returns and trading accounts
reasulted in escapewent of turnouvers amounting teo Re,6,28,447 {(aftar
adding 18 per cent towards profit and freight) and consequent short
levy of tax and surcharge amountiting te Rs 51,227 (Chamba: Rs,28, 136
and Kangra: Rs,31,891),

On the short leuy being peinted out in audit in Deceuwber
1986 and January 1987, the departwment stated (May and Dacembar
1987) that in three cases of Chamba district, an additional demand
for Rs,34,448 (including penalty and interest) had since been
raised (May 1987),0f +this, an awmocunt of Rs, 15,985 had been
recovered (May,July and October 1887), Report on recovery of the
balance awmount and action taven in three cacee of Kangra district
ise awaited (January 1888),

The cases were reported to Gousrnment in March and april
1887; their repiy has not been received {January i988),

(ix)In Mandi, accesswentse of 3 dealers for the years
1983-84 and 1984-B5 were finalicad by tha assessing auvthorities
(between Augucst 1984 and Septewber 1885), based on the purchases




awmounting to Rs,3,23,28H, as digciosed by them in their returns and
trading accountie, But it was noticed in audit from the suppeorting
documents, viz,, list showing details of purchases, decliarations in
form ST-XOWI-A (barrier chits) and ST-XXIV that purchases of these
deal ere actually liakie to tax,were for Rs,B8,24,845, The assessing
authorities’ failure to link up the gsupporting documents and to
croge-check the +transactions of the eselling and the purchasing
desiers raesulted in escapement of sales turnover amounting to
Re,5,51,713 (after adding 18 per cent towards profit and freight,
etc,) and conssquent shert levy of tax of Re, 31,546 (including
surchargel, calrulated at tha vrates of 3 and 7 per cent, as
applicablie, A minimum penalty of Re,3, 155 was also leviable on the
dealere for faise end incorvéct maintenance of accounts,

Oon the failure being pointed out in audit in February
1887, Government stated (Saptembar 1887) that an additional dewmand
for Rs,3B8,118 (including penaity and interestd)had since been
created (January to Juiy 18SB7) . OFf this, an amount of Rs,B,280 had
boen recovered (april to July 1887), Report on recovery of the
balance amount is awaited (January 1888).

(%) In Mandi, assessments of a dealer for the ysars
{QR@-81 to 1985-B6 were finalised (April 1986) by the ascessing
authority by determining his groes turnover at Re, 1,567,600
(i98@-Bi: Re, 1,490,806 and 1981-82 +to 1985-B6: Re,27,08088), The
registration certificate of the dealier was cancelled with effect
from i6th December 1985 on closure of his business and no unsold
stock was found left, The dsaler did not file any trading account
for the years 1986-B1 to 1985-86, However, he had filed trading
account for the year {979-88, disclesing therein closing stock
valuing Re,?7,B486, A cross- linking done in audit reuvealed that
during the yesr 19886-81,the dealer had purchased tyres and tubes
valuing Rs, 2,4B,544 from a deaier of Shimla district, without
paymant of tax, by furnishing the prescribed declarations, The
correcponding cale value of purchases worked out to Rs,2,73,3898B
{(after adding i per cent towards profit, freight, etc,), The
assessing authority’e failure to cross-verify the cales made by the
sell ing deaiear with the purchasing dealer’s accounte/returns
recsulted in tax amounting to Re,28,266 not being demanded on the
un-accounted turnover of Rs, 1,84,23B (Rs,77,840 plus Rs, 2,73,398
minus Rs,1,567,888), A& miniwmum penalty of Rs, 2,027 was also leviable
for non-accountai of the purchases,

The failure was pointed out in sasudit in February 1987 ;
reply of the department has not been received (January 1988),
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The case was rapeoried to Couvearnment in April 8B7» their
reply has also not been received {Jasnuary 1988},

(x1){(a) During the uears 198 1-82 to 1884-85, two dealers
of Shimia district disclosad in their trading accounts purchases of
tyres and tubes valuing Rse, 11,88,546, f{rom the registered dealers,
A crogs- linking in audit of decl aration forws and scrutiny of .
forme ST-XOUI-A (barrier chitg), however, reuvealed that the dealers
had purchased tyres and tubes valuing Rs,23,.60,6838 during the said ’
yeare, The saie value of the suppressed purchases amounted to 4
Re, 12,88,641 (after adding 18 per cent towards profit and freight,
etc,), The assessing authorities’ failure to cross-check sales wade
by the selling dealers with the accounts and rveturns of the
purchasing dealears recul ted in euacsion of tax amounting to
Re,1,41,751, (inciuding gsurcharge), A minimum penalty of Rs, 14,175
wae also leviabie for the supprescion of purchases,

(b) Similariy, three other dealers of Shimla district
discloged purchases (wade frowm registeraed dealers) of general goods
such as, wadicines, kaby food, tooth pacte ete, ,valuing
Rg, 2,711,611, in their trading accounts/sreturns during the yaar
1984-B5, A croes- linking In audit of declaration forms and
gcrutiny of formsg ST-XOUI-A (barriar chite), howeuver. reveal ed that
the dealere had purchased guods valuing Re, 6,566,848 during the said
years, The sale value of the suppressad purchasas amounted to
R&,4,23,761 (after adding 1@ per cent towarde profit, freight
atc,), The asseseing authorities’ failure te cross-check the sales
made by the selling dealers with the accounts and veturns of the
purchasing deal ars resul tad in puagien of + 8 sncunting to
Re, 32,638, (including surcharge), A winiaum penailty of Re,3, 263 was
algo laviable for tha suppresgion of purchases,

The failures +o cross- verify the transectiong were
pointed out in audit in Septesber (986: repiy of the department
hag not been recelived (January 18883, ;

The cages ware raporied to Governwment in May 19873 their
reply has alsgo not been received (January 18988), e

(xii) In Mandi, assesswents of two dealsrs for the years
1982-83 to 1985-86 were cowpieted on the basis of the turnocuers
indicated by thew in their returns and the trading accounts, A
crogs-linking in audit of purchaces wade by the deaierse, with
the calee reflected in the returng of the dealers frow whow goode
vere purchased and scrutinyg of other assssswent records placed in
their files,revealed that purchasessstock amounting to Re, 1,45,345
ware digclosed legs by the dealersg, Thus turnover amounting to

y
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Re, 1,59,879 (after adding 1@ per cent towards profit, freight,ntc.)
escaped ascessments, This resulted in evasion of tax amounting to
Reg, 14,477, including surcharge, A minimum. penalty of Rs, 1,448 wvas
aleo leviable on dealers,

on the mistakes being pointed out in audit in February
1987;the department gtated (June 1987) that the demand for
Re, 15,818 (including interest and penalty) had since been raised,
out of which, a sum of Re,6,0651 had been recoveraed, Report on
recovery of the balance amount is awaited (January 1988),

The cases were reported to Gouernmwent in April 1987 ;
their repiy has not bean received (January 1988),

3.6 Incorwvect determination of turnovex

Under the Himachal Pradesh General Sales Tax Act, 1968, if
& dealer furniches incorrect return, he is liable to pay, by way of
penalty, in addition to the tax to which he is agcgesesed, an amount
which shall not bae lees than 16 per cent, but which shall not
exceed one and a half times the amount of tax to which he 1is
aggessed or is liablie to be assessad,

In Hamirpur, for thes yesars 198 1-82 and 1983-B4, the gro&s
turnover of a dealer was deterwmined by assessing authority ct
Re,3,67,46,6B4, 1t vae noticed that as per trading accounts filed
by hiw, the gross turnover for these years worked out to
Re.3,78,93,279, Thus, turnouver emounting to Re, 11,46,595 gscaped
acgcessment,

Oon the mistake being pointed out in audit in August 19B6,
GCouernment stated (October 1987) that on re-assesement (January
1e87) of the cace, an additional demand for Re, 34, 485 {(including
penalty and interest) 'had besn raised, which had since been
recovered (March and June 1887),

2.7 Under—assessment of tax on bhardana

Under the Himachal Pradegh General Sales Tax Act, 1968,
bardana (packing waterial) and containers are taxable at the
general rate of 7 per cent except when sold by &a dealer who deals
exclusively in tax free goode and gcelle packing material and
containgrs only ae incidental to his main business,

In Hamirpur, a dealer, who wvas dealing in taxable goods
only, sold foodgrains weighing 36,955 quintals and 28,922 quintals
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during the years 1881-82 and 1982-83, raspectively, to unregistered
dealers and consumers, The ascesswments for both the years, which
were made in January 1885, & howed that entire taxable
turnover, including that of gunny bags, was brought to tax at the
rate of one and a half per cent (applicable to foodgrains ), Tax on
the turnover in respect of gunny bags ( bardana), in which
foodgraine were gold, was liable to tax at seven per cent, The sale
valus of gunny bags worked out to Re,2,63,508 (taking one gunny bag
per quintal of foodgrains sold and sale price of gunny bag as Re, 4
per gunny bag), Tha assessing authority’s failure to assess the
turnover in vrespect of gunny bags at the correct rate of 7 per cent
reeu! ted in tax being levied cshort by Re, 15,942 (at the
differential! rate of five and a half per cent pius surcharge at the
rate of ten per cent),

On the wistake being pointed ocut in audit in August 1886,
Government stated (June 1987) that on re-aseessment {(Dacember 19BG)
of the case, an additiconal dewand for Re,21,801 had since been
raised and recovered from the dealsr {(January i887),

2.8 Ehort lewvy of tax due to mistake

in calculation

In Shimla, on gales amogunting to Re,3,6B8, 128, made by a
dealer during the year i8B2-8B3, tax (lsviakle at the rate of 4 per
cent) was  wrongly calculated {apri] 18B6) by the assessing
authority et Rs, 1,473, instead of Re, 14,725, The mistake resulted
in tex being levied short by Rs, 13,252, Surcharge amounting to Rs,
1,325 wae also leuviable on the tax of Rs, 13,252 short levied,

The wmistake was pointed out in auvdii in September 19B6:;
reply of the department has not been received {(Janusry 1988),

The case was reported to Government in May 18B7; their
reply has also not been recsived (January 1988),
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3.9 Mon—lewy of tax

fs per & notification issued in February 1986, undeyr the
prouvisions of tha Himachai Pradeesh Genaral Saiss Tax Act, 1968, on
the csale of wmuctard oll, tax is leviable &t the first Stage of sale
within the Stats, Howaver, ithe saie of such geoode at &2 subsequent
stage shall be exewpted from tax on furniehing & ceviificate, duly
filled in and signad by the registered dealser from whom tha goods
were purchased, to the effect that tax on such goods has been paid
at the firset stage, Prior teo Febkruary 1986, tax on nustard coil was
leviablie at the last stage of cales,.i,.e2,., when sold to
consumers/un-ragistered deaiers,

In Shimla,sseles of wmustard oil amounting to Re, 1,52,678
made by a dealer during the years 198i-82 and 12B2-83 were
erronecusly exempted from tax on the kbasis of certificates cbtained
by the dsaier from two other registered dealers to the effact that
the musctard oil had suffered iax at the first stage of sales | The
coertificates furnished by the desier were invalid because, during
the years 1981-BZ and 1982-83, tax on wmustard ocil was not leviable
at the firset stage of sale,The assessing s&utherity’s failure to
reject the certificates resuited in tax amounting to Re, 11,756 not
being levied,

The micteke was pointed out in audit in September 189B6;
repiy of tha departwment has not been received (January 1S88),

The case was reported to Government in May 19B7; their
raply has aiso not been receivea (January 18S88B),




CHAPTER 4
STATE EXCISE
4.1 Results of Audit

Test check of the records relating to State
Excise, conducted in audit during the year 1986-87,reveal ad
non-recovery of licence fee,non-levy or short levy of duty on
excoseive waetages of spirit and other irreguiarities inuvolving
receipts awounting to Rs, 72,37 lakhs in 31 cases,which broadly
fall under the fol lowing catagories: -

Nonksr» of fasaem €
oases {In lakhs of rupees)

i. Non-recovery of licence fee 4 0.35
2. HNon-levy or short levy of
duty on excessive wastages

of spivit 2 1.19%

2. HNom-levy of interest ] 8.22

4. Other irregularities 16 70.71

Total 3 72.37

The above position was reported to the department and
Governmant in September 1987; their replies have not been received
{January 1988),

Eome of the iwmportant cases are wmentioned in the
fol lowing paragraphs,

4.2 Non—levy of duty on spirit lost in
redistillation

The Punjab Digtillery Rules, 1932, as applicable to
Hiwachal Pradesh, do not provide for exemption from levy of excise
duty on sgpirit lost in the procees of redistillation,

(i) In a bottling plant-cum-dictillery and a brewery in
Una digtrict, 45,236 proof litres of spirit were logt in the
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procecs of radigtiliation during the years 19g4-85 and 18985-8B6, On
the quantity iost, excice duty amounting to Rs, 7.19,881 was
leuiable, but was not levied,

The non-isuy was pointed out in sudit in February 1886
snd March i887: repliy cof ihe department hag not been receivead
{January 18883,

{11y In & bBbrewery in Una districit, during the gear
{985-8&, 4,860 proof iitres of sottlied spirit of B8 degrae strength
were poermitted (October 18985) by the department to be redistilied,
In the process of redistiliation, 1,448,323 proof litres of spirit
were lost, On the quantity lost, exucise duty amounting to RS,
21,863 was leviabia, but wae not leviad, -

The noen-isvy was pointsd ocut in audit in February 1986;
reply of the department has not been received (January 1988),

The aboue cacee were reported to Government in June 19Bb
and June i887; their reply has also not been received (January
1SBB),

4.3 MNMon—wecovery of loss on p»e—auwction

Under the Punjab Excice Act, 18914, (ac applicabie to
Himachal Pradech) and the Excise Announcement for the year 1985-86,
a |icensee was required to pay 15 per cent of the annual licence
fee as eecurity deposii, After adjustmewt of H8 per cent amount of
spcurity deposit towards the payment of annual licence fee, the
reamaining amount was refundable after deducting therefrom any kind
of outstanding dues, The annual Iiicence fee was pagable in ten
equal monthly instalments by the fifteenth of each wmonth,
commencing from the month in which +the iicensee began his
buginaes, The cowpetent authority could authorise the |icensee to
depoeit the Amuunz ‘o the last daw of the wmonth after charging
interast at 15 per cort per annum frem the date of defauit, If the
{icense> F& 'sd + deposit the awount up to the tast day of the
month, the V.. would cease to be in cperation on the first day of
thsa foliuwing month and the loss,if any, sustained by Government on
ite re-auction, was recouverabkle from the original licensee,

In Shiwmla, during the year 1985-B&, €ix vends of Indian-
made foreign ! igquor and one vend of beer wers soid to & |icensee
for Re, 11,45 lakhe in an auction held in March 1885, The licensea
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defaul ted in paymwent of the ingtalment for the wmonth of June 1a8s,
iLicence fee rewmaining unpaid at the end of June 1985 awounted to
Re, 7,92 lakhs, The uvends were re-auctioned in July 1985 for Rs,
7.61 lakhs, reasulting in logs ©of revanue arounting to Rs, 8,31
lakh (excluding the amount of interest),

on the loss baling pointsd out in sudit (May 1986), the
department sctated (June 1887) that afforts were being wade to
recouar the outstanding amount, Further raport is awalited (January
1988 Y,

The case was reported to Gouernment in July 1886; their
reply has not been received (January 1988 ),

4.4 CShort recoueruy of licence feea

Undear +he Punjabk Excise ACE, 814 ( as appiicable to
Himacha! Pradesh ) and the Excise Announcement for the wear
1985-86, the wholesale country §iguor vends were to be granted at
fixed annual |icence fee, depending upon the annual winisur guota
aarwmarked, The annual »inisus quota could be revised with the
approval of the (ollector and any consequeni decrease of INCrease
in the amount of |icence fem was to be adjusted or recovered at the
tiwe of payment of last instaiment of iicence fee by the |icensee,

in Selan, annual guota of 18, 183 proof litres of countiry
liquor was earmarked in favour of a wholesale |licensee for the year
1985-86, But the |iconcee was ealiowad to 1ift 72,865 proof litres
of liquor, Howeuer, the depariwment vealised |icence fee awounting
to Re, 15,880 (paysblie for 1B, 188 proof iitree of liquor), instead
of Re, 37,5068 ( payabie for 72,865 proof !itree of iiquor), This
recsul ted in iicence fee being realised short by Rs, 22,5809,

The short recovery was pointed out in audit in March
1987; reply of the departwent has not been received (January 1888),



The case was reporied to Government in June 198B7; their
reply has also not baeen received (January 1988),

4.5 Duty not recouvered on wastages ire

transit

Under the Punjab Liquor Permit and Pace Rules, 1832, as
applicable to Himachal Pradssh, on export of Indian made foreign
gepirit under bond to places outside the state, the bond is enforced
to recouer the duty, in case a certificate of despatch of
consignment is not produced within a reaconable time or the
certificate ehows wastage or deficiency in excess of prescribad
limits, without the excess wastage being catisfactorily explained,
Prescribed percentages of wastage differ depending on-the container
used, i,e,, whether wooden or metallic and the time taken 1in
transit, No wastage is al lowad whare bottl ed spirit is
transported,

. In Seolan, audit scrutinyg of certificates of despatich
dieclosed (March 1887) that out of 3,46,032 proof litres of bottled
gspirit transported from Solan brewery under bond, during the years
{aB2-84 to 1985-B6, 746,713 proof litres spirit was shown Aas loet
in <traneit, As no wastage is permissible in respect of bottled
gepirit, duty amounting to Re, 16,225 was leviable in respect of the
spirit vasted in transportation, but was not levied,

The non - levuy of duty was pointed out in audit in March
1987; reply of the department has not bean received (January 1988),

The case was reported to Covernment in June 1987; their
reply hags also not baen received (January 1988),




“HARTER 5
CH %

TAXES ON UVEHICLES, FPASSENCERS
AMND GOODS

5.1 RBesuwlts of dSuadi b

Test check of accounts records In the departmental
offices, conducted in audit during the ysar (82B6-87, reuvealed
non-ievysshort levuy of tax and fees amounting to RBs 22,68 lakhs In

a

113 cases, which breadiy fail undar ithe following categorlies -

Punber fAmount {In
of cases lakhs of

rupees)

1.Mon-levu or» short levy of teken tax B 3.14

"2, Hon-levy of passengers and goods tax 28 15.68

3. Inder—assessrent of passengeps iaw Al 1.66
4,0ther irreqularities-

{i)Vehicles tax . 38 1.42

{ii)Pacsengers and goods ‘fax (4 @, 86

Total i13 22.48

‘ The akhove position W EE reportaed o tha concernad
departmentse and GCovernment in September 1887; thaie replies hauve
not been received (January 1888),

Some of the important cases are mentioned In the following
paragraphs,

.2 Uehicless not got registered with ithoe

Frxoige and Taxasation Deparitment

Under the Motor Uehicles Act, 1839, read with the Himachal
Pradesh Motor Uehicleg Taxation Act, 1972.ail wehicle owners are
required to get theiyr vehiclee registered with the Registering and
Licensing Authority concerned and pay uvehicles tax, Under the
Himachal Pradeeh Pascsengers and Goods Taxation Act, 1855, owners of
Publ ic and privsie carriers are required to get their ushicles
registered aiso with the Excise and Taxation Officer concerned and
Pay gocds tax, at ona-gixth of aill freights in respect ef goods
traneported by wmotor wvehicles, At the option of the owner, goods
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tay wau ke paid at a Ccompounded jump sum rate, depending wupon the
ioading capacity of the vehicie, In case of faiiure to appiy for
ragistration, penalty of a sum noil exceeding one and a half times
the amount of tex ie aleso leviable, Uhile the motpr vehiclies tax is
administered by the Transpert Department, the passengevrs and goods
teax is adwinietered by the Excise and Tawation Department,

in roespect of sixtyeight private transport vehicles
regictered with the Registering and Licensing Authorities of Kullu,
Una, Kangra, Biiaspur, Chamba, Hamirpur, Shimia and Scian digsiricte,
for which mo tor vehicies tax had baern realised, goods T8
pertaining to different periods failing between February 1883 and
Dacember 1986 had not been paid to the concernaed authorities Thesa
ueghicles were not got régist&red with the Excise and Tawxation
Department, s a raesult, goods  tax ameunting to Rs,1,11,068
{caleulated at lump sum rates) was not reaiised, Penalty up to
R, 1,656,508 could a&also be lavied for fallure to epply for
registration,

On the irregularity being pointed cut in audit between
Julyg i88& and February 887, the dapartment/Gouernment stated
{(between May and Sepiembar 1987) that an amount of Rs, 12,875 had
since bsan recouvered (betwessn October 1986 &and June 1987) in
roepect of vehicles of C(hamba, Solan, Kullu, Una and Kangra
digtricts, Report on recovery of the balance amount is awalted
{January 1988), '

.3 NHon—»naeocouaiy of SOoOOASs tarx on champges

realised for carriage of mail

Under the Himachal Pradssh Passaengars and Goods Taxation
act, 1G55,where any fars or freight charged and paild by & person is
a tumr zum on account of a gsason ticket or as subscription or
contrikbution for any priviiege.right or facility,which is combined
with +the right of such pegrson kaing carried or hise goode being
trancported by a wmotor uehicle,uithout any further paywment or at a
raduced charge, tayx chall be lauied on the amount of such lump sum
or on such amount as appears to the prescribed authority to be fair
and equitable bhaving regard to the fare or freight fixed by a
competent authority, The normal rate of tax under the Act is
one-sixth of the fare or freight charged,

The Himachal Road Transport Corporation (Chamba, Kullu,
Mandi &and Sarkaghat regions) carried wmail on behalf of the Postse
and Telegraphse Daspartiment on wvarious voutes in Himachal Pradesh,
For this, the Corporation received subsidy amounting to Rs, 4,682,416
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from the Poste and Telegraphs Department dwring the years (881-B2
te 12B5-B6, Howeuay ,goodse ta&x amounting to Rs,67,869 recouverabie
on the subgsidy,which was in lieu of freight, was not recouvered from
the Covrporation by the depariment,

The omission was pointed out in audit in July 1986 and
January i8B87; reply of +the department has not been received
{(January 18B8B),

The cases werg reported to Government between August 1986
and March 1887; +their reply has also not been received (January
19883,

5.9 Shoxrt levy of token tax

Under the Himachal Pradesh Moter Ushicles Taxation
ect, 1872, with effect from 18ih February 1978, token tax in respect
of motor vehicles (other than motor cabs and stage carriages),
having seating capacity of more than six persons, is leviakle at
the rate of Re, 188 per seeat per annum,subject to & wmaximum of
Re, 4,888 per annum, Prior to 1Bth February 1978, +token tax was
ieviabie on the basis of uniaden weight of such vehicles,

In Registering and Licensing Offices, Kullu, Palampur,
Bilaspur, Jogindernagar and Chamba, in respect of 16 vehicles
{(othaer than motor cabse and stage carriagee), each hauving seating
capaclity of wmore than six persons, tax for various periods falling
beptween April 1878 and March (1986 was erroneousily ievied on the
basis of unladen weights of the vehicles,instead of at the rate of
Rs, 182 per ceat per annum prescribed with effect from 18th Faebruary
1978, Further, in respect of 13 other vuvehicles in Registering and
Licensing office,Chamba, tax for various periode falling betwaen
April 1878 and March 19B6 was levied at incorrect rates, The
mistakes resulted in tax being realised short by Re, 42, 161,

The short levy of tax was pointed out in audit betwean
July 1286 and January 1987; reply of the department has not been
received {(January 19885,

The cases wera reported to Gouernment betwsen August 18986
and March 1887; their reply has not been received (January 1988B),
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5.5 fhort deposit of passengesrs tace and

Rl = = =)

(1 )Yundeyr the Himachal Pradesh Passengers and Goods
Taxation Rules, 1857, +the assessing authority way, at any time
during the year, and shall, at the close of the year, assess the
amount of tax on the basis of the wmonthly returns fiied by the
ouner of the vehicle, if the returns are found to be correct and
compiete, If not, the assessing authority shall serve on the owner a
notice for assesswment,

In Bilaspur district, scrutinyg of the returns filed by
the Himachal Road Transport Lorperation for the year |(885-86
digcliosed ( MNouvember {98&6)that passengers tax amounting to Rs,B,25
lakhs was payable by the Corporation, against which the Corporation
had deposited Rs,8,84 lakhs,leaving a balance of Rs, 8,21 lakh,
Surcharge amounting to Rs, 0,84 lakh was also payable on the balance
tax No action was taken by the department to recover the balance
amount of Rs,6,25 lakh from the Corporation,

The omission was pointed cut in audit in Movewber 1986
reaply of the department has not been recelved (January 1888),

The case was reporied te Government in January 1887;
their reply has 2!so not been received {(January 19883,

{iidunder the Himachal Pradesh Passengers and Goods
Taxation Act, 1955,surcharge at the rate of 28 per cent of
passengers tax is leviable,

In Kangra district, on passengers tax amwounting te
Re,&,54, 167, paid by 17 vuvehicie owners during different periocds
falling between March 1983 and March {886,surcharge amounting to
Rs, 1,308,832 was leviable,but the vehicle owners paid surcharge
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amounting to Re 86,252 onily, Thus there wae shovt voal lsation o f
surCharge of Bs 48,581,

The short reaecovery was pointed out in audit in February
1887, repiy of the depariment has not been received {(Janusry 19887,

The matter was reporisd f£o Gouvarnmant in Rpril 1987; Lheir
reply has a&lso not besn recsived {January (888,

9.8 Ivrvegular grant of rebota

Under Saction 14(4) ef the Hiwmacha! Pradesh Motor
Vahicies Taxatlon Act, 1872, rebais of ig- pey cent is admissibie on
the aggregate amount of tax Payabio by a persen who keaps more than
25 wmotor wvehicies for use goleiy in the course of trade and
industry, including transpert for hire, It was clarified by the
Etate Law Departument in September 1878 that the etrength of fleet,
for the purpose of section 14(4), is to be determined unit-wisge,

On token tax paid by the aAssistant Managey, Himacha! Road
Trangport Corporatien,Ksuylong tn respect of 17 vehicles registered
in his name, rebate of 18 per cent was aliocwed by the departiment,
al though the number of ughicles ragistered in his name was |gss
than 25, The irregular grant of rebate resul ted in short colisction
cf tokaen tax by Re, 28,818 for the Yyeare (8984-85 and 1985-86,

On the irreguiarity being pointed ocut in 2cdit in August
18986, Govarnment stated {(Novamber 1987) that +ho CaEe was being
examined, Furtheyr development is swaited (January R=1:1:



CHAPTER b

FOREST RECEIPTS

&.1 Results of fBudit

Test check of records of forest

receipts, conducted in

audit during the year 1986-87, revealed non-recoveries, s&hort
recoveries and other losses of revenue amounting to Rs, 396,80 |akhs
in m2CMﬂs,uhMmIWOMﬂufaH mmm*tm!fMlmungcaummﬂesh

Punber Awount

of (In lakhs
cases of rupees)

1. Non-recovery or short recovery
of royalty and penalty 131 322.82

2. Loss due to administrative

failure 11 10.18
3. Hon-recovery of interest 4 7.46
4, Other irregularities 46 51.14
Total 192 390.80

The above position was reported to the department and
Gouernment in September 1987; their replies have not been received

(January 1988),

Some of the igportant cases are wentioned in the following

paraqgraphs,

6.2 Allotment of trees at

for manufacturing fruit

6£.2.1 Introductory

concessional rates

racking cases

As per a decision (July 1978) of the State Government.
trees for manufacturing fruit packing cases were to be supplied to

regictered saw millers at uniforwm ratee
Further, the State Government dacided (April

fixed by the Government,
1982) to supply trees to

the State Forz=* Corporation for conversion into gel tus l/7dindinmas,

1.Celtus represent pieces of logs of specified sizes
conversion into standard size fruit packing rases.

meant for

2.Dindinas are rectanqular pieces of wood with bark removed.

47
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for sale, on no profit and no loss bagsis, to sas millers for
manufacturing fruit packing cases, Howeuer, in the case of those
caw millere, whose mills wers located away from the saie depots of
the Corporation and thus making the carriage of geltus to the sau
mille uneconomicai, the existing policy of supplying irees was to
be continued, T he caw wmillers were requiread to supply the
manufactured packing cases to fruit growers at uniform rates fixed
by the forest department, The itreessgeltus to ke supplied to saw
millers were to be used solely for manufacturing fruit packing
cases, The gaw millers were required to maintain accounts of the
timber obtained and number of fruit pack ing cCases
manufacturedssold, These accountis were open for inspection by the
forest department, In the euvent of misuse cof treessgeltus, the saw
millers were +to ke blacklisted, penaiised and further suppiy of
trees/gel tus discontinued, The supply of treese was subject to
ful filment of the following further conditions:-

(i)Y0Only dry, fallen and damaged tregs were to be maried
in the first instance, Maerking of green standing
trees was to be dong only from the earmarked forests
a6 far as poesible, Bafors nark ing itrees., the
depariment wan to make arn assesement of the
requirnment of the packing cases in the command area
of the saw miii and trees were to ke granted only for
meeting the dewand of such command arsga:;

(iidInter-divisional trancfer nf geitus was noit o be
permitted,

(iii)The Corporation was to suppiy geltussdindiwas to the
caw mwmiliers only to the extent of +their genuine
damand, No excess wood {(which was noi [ikeiy to be

utilised) was to be supplied, A propey account
showing left over stocks of timber at ths close of the
gear was to be waintained by pach saw wmili and such

timber wae to be charged At the rates fiwxed for the

next year, as per corderse (Gugust (885 of the State
GCovernment,

(iv)The rates charged by the saw Miliers from the fruit

growers ware not to be in excess of the rates fixed by
the department,
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H.2.2 Socope o§f suadit

Thera are 37 forest divigions in the State., of which 18
diviecions had been suppiving trees at concessional rates to the

g =] milierss/sStata Forest Corporation in their respective
territorial jurisdiction for wanufacturing geltuss/fruit packing
CRERS, ag no returns showing the dispocal of tiwmber/fruit packing

cagec were prescrikbed for submission by th2 saw willers, the scope
of audit was |imited to examining, between July 1985 and July 1987,
whether (i) the suppluy of trees was in accordance with the orders
isesuad by Gouvernmentsdepariment, (i1i) the trees were actually
used for wanufacturing geltus/fruit packing cases and (iii) other
general aspects of the supply of timber,

&.2.3 Highlights
The vreuview bringe ocut the following iwmportant points:

£33 Treawe i gy the e s L1982-83 o L1L985-86.,
F.57,793 cubkic metres of timbew, valuinyg Rs .
3@a. 48 O X S at ilesase market rates, was
supprlied bu the. forest depavitment for Rs.3.97
cCrorec for manufactonring fyait wpacking ocoases.
This entailed a subsidy of Ro. 26 .43 cyvores.

fAcs wno returns showing disposal of timbersfruit

packing ocases by saw millers were presoribed,
the department Adid mot know whethenr all the
timber suprliied at subsidised wates was used

£ manmf actaring Fwoui t vacking cAases. T he re
LR al=o naothimog o wrcord to show that the
accounts reguimed to he maintained hy the saw

millens were inspected bu the department.

<iid>In Solan forest division, 9,501 cubic
me tres of timber was supprlied bu the forest
deparvtment to saw millers at concessional rates
for manufacturing packing ocases. These wvacking
cases were supplicd to vegetable growers, who
W e not entitied for the same. This resul ted
im ivregular allowance of subsidy amounting to
Rs. AR .18 Ialkhs.

£iigi?» Im roespect of twvwaees (85,687 cubic
metres) supplied to the State - Fovest
Corporation, the royal ty waAs charued at the

rates avgerlicable in PreviOows Years, al thouyh
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thesae were felled in subseguent vears. This
mecsul ted 1 short realisation of wrouality by
Rs .2@8.17 1akhs.

LiwD Out of the trees meant for conuersion
into gel tus £for manufacturing frui t racking
CaAasSes .. commernc ial ftimbor was oeoxtracted khu the
Cormporation. But rouyad ta on commercial timber

also was ochargsd at copncessional rates., instead
of normal ieass rates, reoeswitiling im rowl ty

hbeing charged short by Rs. 16 .45 1akkhs.

=N S Frgppeir Wwse of timber supplied at

cubsidised rates not hbeiong wadp s B ex e o

In eighteen forest divisions, during the years 18982-83 to
1985-86, 7,57.793 cubic metres of timber (fir: 7,15,625, «c¢hil:
29,371 and kail: 12,787) ,valuing Re.38,46 crores at leases/market
rates, was sold to the State Forest Corporation and saw millers
{(State Forest C(orporation: 5,58,R19 cubic metres and saw miliers:
1,99, 174 cubic wmetres) for Rs,3,97 crores for manufacturing fruit
packing cases, This entailed & subsidy of Rs, 26,43 cCrores, No
returns showing the disposal of timber /packing cases were
prescribed for submission by the saw millers, There was also
nothing on record to show that the accounts to be maintained by the
saw willers were inspected by the department, As such , the
department did not know whether all the tiwber suppliied at
subgidised rates was used for manufacture of packing Cases and also
the rate of packing cases charged by the saw mitlers from fruit
growers was not in excess of the rate fixed by Government, '

&.2.59 fArkitrary markings 10 Adisppegard of the

Morling PLams

Forest working is regulateds controlled in accordance
with the Uorking Plans, WUorking Plan is prepared by an officer not
below the rank of Divisional Forest Officer and remains in force
for a period of 15 to 28 years in a forest division, Felling of
trees otherwicse than as per the VUorking Plan needs prior approval
of Government, Excessive felliings over those prescribed in
Uork ing Pl an affects the ecological balance and results In
denuding the area, A mention of this aspect was also made in para
6,4,3 of the Report of the Comptroller and Auditor General of India
for the year 197B-79 (Revenue Receipts), The Hon’ble Public
Accounts Committee, in their 28th Repori (Sixth Uidhan Sabha)
expressed their dissatisfaction with the Jjustification given by
the department for marking of tirees in disregard of the Vorking



Plans,

(a)During test check of records, conducted in audit
between May 1986 and March igg7, it was further noticed that in
six forast divigionsg,cutting of B8,494,57 cubic metres (raisfir:
B4,798,25 cubic metres s chil: %,083,68 cubic metres: and kail:
582, B3 cubic metres) of standing volume of timber for manufacturing
pack ing c&ases was authorised during the years 1983-84 to 1985-B6
from forests other than those prescribed for felling in the Verking
Plans,

{(b) In Kotgarh forest division, ae against 1,112,554 cubic
metres standing volume prescriked to be felled as per Working Plan,
2,085,526 cubic metres of raisfir timber was actually felled for
manufacturing packing cacess/conversion into geltus between 1€81-82
and 19B5-Bb,

The deviation from the Working Plans in the asbove Cases
had not been got approved by the GCeovernment till May 1887,

&s.2.6 Loss of Dpevenue dus toa wmpavthornised
sale of Fxwait ool Preey cmses o wsoe Talk ¥ e

LR Gl B S

As per provision of the original scheme, as approved by
the Gouernment in 1378, the grant of trees to saw millers was meant
solely for providing packing caces to frﬁit growers, The
Government decided in March 1883 that packing cCases would also be
made availabe te uvegetable Irowers, but., this decision was
withdrawn in April 1983,

In Solan forest division, 4,501,337 cubic wmetres standing
volume of timber, valuing Re, 55,63 lakhs at wmarket rates, was sold
to the saw millers for Rs, 12,53 lakhse at cubgidised rates between
igg1-82 and 1985-86 for manufacturing packing cases, In reply to
an audit query (May 1886) about the use of these packing cases, the
Divigional Forest Officer ctated (October 1986) that Solan did not

fall in the apple growing belt and only &a negligible number of
packing cases manufactured by the saw millers located in Solan
district was utilised for exporting fruits |ike plums and that most

of the packing cases were util ised for gxpcrting tomatoes/chillies
and other off-season vegetables, The unauthorised sale of timber to
S aw millers at concessional rates for providing packing cases to
vegetable growers resulted in loss of reuvenue amounting to Rs,
43,106 lakhs (including sales tax), being the difference between the
value of the trees at market rates and the concessional rates,
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6.2.7 Loss of »evenue Jdue to application of

incomnrenst nates

The Forast Department was to mark and hand over trees to
+the Stiate Forest Corporation keeping in view the demand for packing
cases in & year, The Corporation was required to feil all the
irees handed over to them in the respective year, In case, some
gtanding trees rewmained unfelled, the Corporation was liabie to pay
royalty for such trees at the rates fixed for the year in which
actual felling teook place,

Test check of records conducted in audit between May 18B6
and March 1887 revealed that in twelve forest divisions, 2,068,287
cubic metres of timber (fir:1,88,232; kail:3,842 and chili b,223)was
handed ouver to the State Forest Corporation for feiling during the
years 1983-B4 to 1885-86, Out of this, 85,8B7 cubic metree of
timber (fir:81,462; Kail: 1,24B and chil: 2,377 ) remained untfelled
in the respective years and was felied in subsagquent years, as per
royal ty rates fixed for the years 18685-86 and 1986-87, differential
amount of Rs, 38,17 lakhs was racouverable from the Corporation, but
was not demanded (May 19875,

H.2.8 Misusesshort recowveny of price of ftimbes

moant for extraction of gel tus

Gei tu lots comprising coniferous treas {(firsepruces
chil skail) were to be marked for exploitation by the State Forest
Corporation for conuersion into geltus to be supplied to saw
millers for manufacture of fruit packing cases, Uhile geltu lote
were to be sold at highly subsidised rates, forest lots marked for
extraction of tiwkber for cowmercial purpose were to be charged at
iease rates,

Test check of records conducted in audit between July
1985 and March 19B7 revealed that in five forest divisions, in
addition to extraction of geltus, commercial timber (hakries, round
ballies and scants etc,) equivalent to 3369, 604 cubic wetres was
alseo extracted by the (Corporation out of the geitu iots during the
years 1983-B4 to 1885-8b6, For timber (extractéd for commercial
Purpoge),valuing Re,1 89,84 lakhse at iease rates, the department
charged Rs, 2,59 lakhse at egubsidised rates (applicabie to geltu
lots), resulting in ioes of revenue amounting to Rs, 16,45 |lakhse
{including sales tax),
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&.2.92 Ieregulan inter—divisional twransfso of

ofes | taas

According to the instructions issued by the GCovernment,
inter-divisional +transfer of geltus was not to be permitted,

Contrary to these instructions, gel tus were being
transferred from Kotgarh and Rampur forest divisions to other
divisions as reported (October 1985) by the Conservator of Forests,
Rampur forast circle to the Corporation,

. 2. LG Ountstanding avrearns of »m»ogygalty agsinsd

Fowrest Coxypoxrastl on

In tweluve forest divisions, an amount of Rs, 167,57 lakhs
being the roygyalty for trees handed over by the department to the
Forest Corporation between (882-8B3 and 18385-86 for conversion into
gei tus was ocutstanding for recovery asg on 2ist March 1986,

On the above irrsguliarities being pointed out in audit
between Juiy 1385 and July 1387,the department stated (July 18986)
that in respect of wisusersshort recoverw of price of timber meant
for extraction of geltusa demand for Rs,8, 1B lakh had been raised
{May (8B&) against the Corporation in one forest division, Reply in

respect of the remaining cases has not been received (January
19BRB ),

The above points were reported to Gouvernment between

Decembey 1885 and July 1887: their reply has not been received
{January 1888},

G.3 Illicit felling of tress

{a) The State Government, on the advice of a Pricing
Commititee set up by them, decided in October 1988 that the State
Forest Corporation, which was entrusted with the responsibility of
worlking forest lots, would be treated at par with private forest
lessees and aill the clauses (excepit that relating to security
deposit) of +the standard agreement deed, as executed by the
department with the private forest lIecsees, would be appliicable to
the Corporation also, The terms of the standard agreement provide
that, in the event of illicit felling of trees, the iessee would be
liable to pay, in addition to the price of trees, penalty at 188
per cent of the price of trees illicitly felled, In case, such
felling exceeds three per cent of the total uvoiume sold, the trees
will not be handed over to the lessee but penalty at the aforasaid
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rate will be leviable,

(i) In Jubbka! forest division, the Range Officer, Jubbal
reported to the Divisional Forest Officer in September 1984 +that
the State Forest Corporation had itlicitly felled 10 trees
{(deodar:4,kail: 2 and Rai:d), Scrutiny of the divisional records

s howed that no damage bill had been raised by the department
against the Corporation till +the time of audit (June 18BB), The
failure of the department to raise the damage bill resulted in loss

of reuenug amounting to Re, 47,6B6 (price of trees: Rs.28,861,8ales
tax and surcharge: Re, 5,764 and penal ty: Rs, 26,861),

Oon the omission being pointed out in audit in June
1886, Government stated (October 1887) that damage bill had since
been raised against the Corporation in December 1886, Report on
recovery is awaited (Janurary 18B88),

{ii)In Dehra forest division,two lots of 1,681 chil trees
containing 2, 124,44 cubic metres standing volume of timber were
handed ouver to the State Forest Corporation for exploitation during
the year 1885-B6, The progress report for the month of March 1886
showed that the Corporation had extracted 3,564 scants,containing
257,545 cubic wmetres of timber, after completing the felling and
conuersion of all the trees marked for felling, A scruting in audit
of the export permits issued between the period March 1886 and June
1986, however , showed that the Corporation had exported 3,891
acants,containing 276,622 cubic metres of timber from the said
lots. Thuse,327 scants containing 19,877 cubic metres of timber were
aliowed to be exported in excess of the actual lawful extraction,
The ewxcess export was attributable to illicit feltling of trees by
the Corporation, In respect of the excess extraction,a sum of
Rs.17.568 (comprising value of trees,sales tax and penaitylwas
recouerable from the Corporation,but was not recovered,

The omission was pointed out in audit in January 1887 ;
reply of the department has not been received (January [S88),

The case was reported to Government in March i987: their
reply has also not been received {January 1988).

(i1i) In Rajgarh forest division, during the course of
felling operations,the State Forest Corporation illicitly felled
(February 1885) 18 chil trees containing 18,24 cubic metres of
timber, For the illicit felling,the Corporation was liable to
pay,in addition to the price(Rs, 15,373)0f the trees,penalty
amounting to R$, 15,373, But the department levied penalty amounting
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to Rg,938 only, Thig rasulted in penalty being jeuied short by
Re, 14, 443,

The short ieuvy Was pointed out in audit in July
i986; reply of the dapartment has not beaen received (January 1988),

The cass was reported to GCovernment in September 1986;
their reply has also not been received (January iags),

(b) As per terwme of the standard agreement, for avoidable
demages caused to the trees not marked for felling,the lessee 1is
required to P&y penalty at 58 per cent of the price of trees
damaged, In casa of unavoidable damages caused to trees no penalty
is leviable, Howauer , damaged Lrees which are unfit for survival,
will be handed ouver to the Iessee and price thereof shall be
charged at lease rate or prevalent market rate as fixed for the
year ,whichever is higher, '

in Bharmaur forast division,a forest lot of 2,688 trees
containing 4, 167,38 cubic mwmetres standing volume of timber was
handaed ouer to the Corporation for exploitation in May 1983, The
lpagce period was upto 21gt March 1985, The department noticed
that,during the Course of fetling operations, the Corporation had
caused damage to 4B unegcid trees containing iB,43 cubic wmetres
standing voiume of timber, accordingiy,tha forest department raised
a damage bill for Re,23,3108 (comprising price of trees,sales
tax,.surchargn and penaity) in December 1884 against the
Corporation,but the Corporation did not accept the damage bill
gtating that neither the damages had baen got wverified by the
department from the Corporation staff at the time of occurrence nor
any damaged iLrees wWere marked and handed ovaer to the Corporation,
The failure of the department to get the damage reports verified
from the Corporation at the time of occurrencea rasulted in lose of
Rs,23,318,

on thie being pointed out in audit (Nouvember 19B5),the
depariment stated (October 1886) that the paymant of the damage
bill had s+ill not been made by the Corporation,

The case was reported to Government in December 1985;
itheir reply has noit been received (January 1888),




6.4 Mon—recovery or short »ecouvery of price of

trees COoOMLPgG 1 NO e wang ~ wor s =L i grimme il

The terms of the standard agreement deed,applicable te
State Forest Corporation algo, provide that the price of irees
required to be removed from ropeway alignments would be charged
from the lessee at 18 per cent aboue the !ease rates or market
rates, fixed for the year and prevalient at the time of handing
over guch trees,whichever are higher,

(1) In Rohru,Chopal and Parbati forest divisions,B6 trees
of different species coming in ropeway alignments were handed
over to the State Forest Corporation in MNouember (GB4 and
September i9B85, Scrutiny of the divisional records showed that
the price of these trees,wvhich awmounted to Rs, 1,82,587 (Rohru
division: Rs,10,313 ,Chopal division: Rg,38,260 and Parbati
division: Rs,1,34,934),including sales tax and surcharge,had not
been demanded by the department,

On this being pointed out in audit between June and
September 1986, Gouvernment sgtated (between January {987 and
January 1988) that demand for Rs, 1,832,567 had since been raised
by the departiment in June 1888 and June 1987, Report on recovery
is awalted ( January 19688),

(i1} In Kuliu forest division,82 trees cowming in ropeway
al ignments were handed over to the Corporation for expiocitation
during the year 1983-R4, The price (Rs,2,68,809) of these irees
was charged at the warket rates only,which were higher than the
lease rateg,without increasing the market rates by ten per cent,
This resultied in short recovery aof Rs ,34,286(including sales taw
and surcharge),

The short recovery was pointed out in audit in August
1986 reply of the department has not been receiuved {January jQ86)Y,

The case was reported to Government in Sepiember 1986;
their repiy has also not been receiuved {January 1988),

(ii1) In Keuyiong forest division, 243 trees of different
species,coming in the alignment of 2 road were marked and handed
aver to a4 road construction para-military organisation in
December 1985, The price of these trees amounting to Rs,5, 43,765
{(including sales tawx and surcharge) was recouerable from the
organigation but was not demanded by the department til! the
time of audit (August 1986),

On the non-recovery being pointed out in audit in Auqust



1986, Government stated (January 1988) that dewmand for Rs,5,43,765
had cince been raised in September 1886, Report on recovery is

awaited (January 18B8),
B .o Mon—lewy of extension faee

The terme of the s&tandard agreement deed, which are
applicable to State Forest Corporation also, provide that if a
lecgsee faile to fell,convert and carry the produce outside the
Ileaced area within the contract period,he shall be required to seak
extension in the working period, failing which he shall have no
right on the standing/felied trees and scatteredsstacked timber
iging in the . leased forest, For such extension,the lessee |is
required to pay extension fee at the rate of 2 per cent per month
on the balance amount of royalty payable by him to Government,
Howeuer, in case the entire rogalty has been paid by the lessee,
the rate of extension fee chargable would be 8,3 per cent per wmonth
of the total sale price,

(i) In Kullu forest division, four forest lote No,1.3.4
and 5,83-84 were handed over to the State Forest Corporation for
exploitation during the year 1983-B4 , The lease period of each of
these lote was upte 31ist March 18984, The progress report for the
month of March 1884,sent by the Corporation to the Divisional
Forest Officer,showed that the Corporation had not cowmpleted the
felling operations within the lease period,As per subsequent
progress reporte relating to these lots,the work was completed in
April 18985, November 1984,December 1884 and May 1985, respectively,
but the Corporation did not seek extension of the lease period, The
department also failed to forfelt the forest produce as per terms
of agreement or at least recover extencsion fee amounting to Rs,.5,39
lakhe for different periods falling between April 1884 and May
1985,

On the omission being pointed out in audit in August
1986, GCovernment stated (Septembar 18987) that demand for Re,5,39
lakhe had eince bBeen raised in December 1886,Report on recovery is
awaited (January 1888B),

{ii)In Rohru forest division,lots No,11,81-82,4,7,11 and
13,82-83 and 2,B2-B5 were handed over to the Corporation for
exploitation during the ysars 1881-8B2 to 1984-85, The Ieaée period
of lot No,11/81-82 was upto 31st March 19B2,0of lots No,4,7,11 and
13,82-B3 upto 31st March 1983 and of lot No,2/8B2-B5 upto 31st March
1985,Scrutiny of the Divisional records showed that the Corporation
could not compiete the work of these jots within the respective
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lease periode, As per the progress reports relating to theese lots,
the work of Lot No,11,B1-B2 was completed in December 1982, of lot
Noe, 4 and 7/B2-83 in July 18983, of Ilot Nos,11 and 13/82-83 in
September 1883 and of lot No, 2-,82-BS5 in July i885,but the
Corporation did not eseek extension of the |ease periods , The
department also failed to forfeit the forest produce or at least
recover the extension fee amounting to Rs,.,94,253 for different
periods faliling between April 1982 and July 1985,

On the owission being pointed out in audit in July
1886, Government stated (January ig87) that the dJdepartment had
since raised a demand for Rs,84,253 againset the Corporation, Report
on recovery is awaited (January 19B8B8),

(iit) In Churah forest diviegion, a forest lot was handed
over to the Corporation for exploitation in April 1982 for roualty
amounting to Re, 4,41,333, which was paid by the J{orporation in
March 18983, The I|ease period was upto 3Ilet March 1983,but it was
extended (October 1883) uptc 30th November 1383, subject to payment
of extension fee amounting to Rs, 18,582,which was paid by the
Corporation in February 1986, However,progress report of the said
lot for the month of August 1984 showed that the work was stilil in
progresse, The Corporation had not sought any further extension in
the working period till the time of audit (October 1985), The
department also did not take actiocn to forfeit the foresti produce
or at lIeast recover +the extension fee for the period from Ist
December 19B3 onwards,

On the omission being pointed out in audit in October
1985, Government stated (Septemnber 1887) that +the work was
completed on 31st December 189B4 and that extension fee amounting to
Re, 17,212, for the period from Iest December 1983 to 3ist December
1984 demanded in August 1986, had since been paid by the
Corporation in December 1986,

(iv) In Shimla forest division, & forest lot of 283 chil
treee containing 736,30 cubic metres standing volume of tiwmber was
handed owver to +the dCorporation for exploitaiion in October 1885,
The lease peiod was upto 3I1ist March 1986, Scrutiny of the
divisional records showed that the Corporation continued to work
the lot till August 1986 without seeking any extension of time, The
department also did not take any action to recover the extension
fee amounting to Rs, 16,038 for the period from April 1886 to
August 1986,
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Oon the owmission being pointed out in audit in October
1986, GCouvernment stated (November 1887) that demand for Rs, 16,638
hnad eince besen raised in January 1887, HReport on recovery is
awaited (January 188B8),

S .65 Shomt e ocossaiag Xy YOkl FhE o Oh e E KA of wowpm il b

oppy e g

A par & decision taken by the State Gouvernment in April
1883, on the recommendations of the Pricing Committee,rogaity for
all dry (fit) standing and uprooted or base broken trees and half
broken,uprooted or bace broken green trees, marked and handed over
to the Siate Forest Corporation for exploitation in saluvage lots,is
payasble by the Corporation at 5@ per cent of the rate of royalty
fixed for setanding green trees,if¥ the intensity of the treese so
marked ig 5 cubic wmetres or above but below 15 cubic metres per
hactarse of the total area of ths forest or compartment thereof,
Howeuer,in case,the intensity of warking is below 5 cubic metres
per hectare,the rate of royalty would be 38 per cent of the rate of
rogalty fixed for standing green trees,

(i) In Nachan forest division, a salvage iot containing
2,384,72 cubic matras volume of timber (deodar: 38,56 cubic metres;
kail :200,28 cubic metres; rai: 2,073%,87 cubic wmetres) was handad
cugr to the State Forest C(orporation for exploitation during the
year 19B85-B6, Scrutiny of the divisional records chowed that
royalty in respect of 2,274,116 cubic metree of timber (kaii: 286,29
cubic metres and rai:?2,873 87 cubic metres) was charged by the
department at the concecsional rates applicabie to cale of treae
for conversion into geltus, instead of at 58 per cent of the normal
lpace ratec applicable to standing green itreas, The appiication of
incorrect rates resulted in rogaity on irees being realised short
by Re, 18,82, 184 (inciuding sales tax and surcharge) from the State
Forest Ceorporation,

The short recovery was Ppointed out in audit in March
i987;: reply of the dapartment has not peen received (January 1888),

{(ii) In Dharamsala forest diuvision, a salvage lot of chil
treee containing 12,495,21 cubic metres standing volume of timber
wae handed over to the State Forest Corporation for gxploitation
during the year 18B5-Bb6, Scrutinyg of the divisional recorde showed
that while arriuving at the rates of royalty on dry trees,the
royalty rate of standing green trepe was erroneously taken by the
department as Re6,3898,45 per cubic metre, instead of the correct
rate of Re, 562,65 per cubic metre, The mistake resulted in royalty
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on trees being charged short by Rs,B,17,972 {including sales teax
and surcharge) from the State Forest Corporation,

The short recovery was pointed out in audit in March
i887; reply of the department has not bgen raeceived (January 198B),

The cCases at (i) and (ii) abouvs were raeported to
Government in Apvil 1987 and June 1987;: their reply hae not been
received {(January 18BB),

{(1ii)In Una forest division, i2 saluvage lots of chil trees
containing 3,283,877 cubic metres of timber were handed ouver to the
State Forest Cerporation for expioitation during the uyaar 1883 -84,
Scruting of the divisional records chowed that the departmwment had
charged royalty for 2,402,392 cubic wetres only, It was noticed that
the depariment had not charged rogalty for the remaining 888,695
cubic wmwetres of timber, The royaity chort realised amounted to
Re, 1,220,585 (including cales tax and surcharge), calculated at the
vate of Re, 118,6B per cubic metre {(baing 30 per cent of the Fful!
rate of Rs, 383,68 per cubic metre fixed for standing green trees),

On the short recovery being pointed out in audit in
Decewber 18985,Government stated (September 1987) that the royalty
recouvered chort had since been recovered (Septemser 18987) from the
Corporation,

{(iv) In Theog forest division, 3 salvage lots of
deodar/kai! tireeg Ccontaining 1,125,998 cubic wmetres standing volume
of timker were handed ouer to the State Forest Corporation for
expioitation during the gear 1985-86, Royalty was erroneous!y
Charged by the department at the rates applicable for the year
1984-85, instead of those applicable for the year 19B5-86, The
mistake resulted in royaity being charged short by Re,B86, 185
(including sales tax and surcharge thereon),

The short recovery was Pointed out in audit in January
i1887; reply of the department has not been recsiuved {(January 1988),

The case was reported to Govarnment in March 1287; their
reply has alse not been received (January 19BB),

(v In Hamirpur forest division, a salvage lot of 2@5
chil treee, containing 350,842 cubic metres standing wvolume of
timber, was handed over to the State Forest Corporation for
sexplioitation in January 189B6, Scrutiny of the diuvisional recerds
showed that the departitment had charged (February 1986) royalty for
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oniy 385,842 cubic metres of timber, Royalty not charged for the
remaining 45 2 cubic wmwetres of timber, amounted to Rs, 17.562
(price:Rs, 13,727 and csal as tax:Rs , 3,432 and surcharge Rs,6 343)
calcul ated at the rate of Rs, 385,85 per cubic metre (being 50 per
cent of the full rate of Re, 616, 18 per cublic wmetre fTixed for
standing green trees),

The short recovery of rowalty was pointed out in audit in
February 1887; reply of the department has not been received
{January 188B),

The case was reported to Government in april 189B7: their
reply has also not been received (January 1888),

{(ui) In Chopal forest division, during the years 1382-83
to 1984-B5, 505,58 cubic weitree standing volume of timber (kail:
329, 14 Cukbic metres; deodar:i76,44 cubic wmetres) was handed ocuer
to the State Ferest Corporation for exploitation,Scruting of the
divigional records (May 19B6) revaealied that royalty on this timber
had not been dewmanded by the depariment, The roygyaity not demanded
amounted to Rs, 4,26 iakhe {(inciuding sales tax),

The cass was reporited to the department and Gouernment in
July 1887; their repliies have not been received (January Ii9BB),

G, 7 Fhort recowelry O NON—DECoeErry of
omal ty and penalty in respeoct of

resin blazes

The worlk of tapping resin, which was being done
departwmentaliy, stands handed ouer to the State Forest Corporation
since March 1874, For blazes tapped iilicitly or cut ocut of shape,
in addition to making payment of rowalty, penalty at the rates
fixed in August 1882 by &a Pricing Committes is payable by the
Corporation,

(i) In Nurpur forest division, during resin tapping
e@asons for +the uysare 1984 and 1985, 3,886,882 (1i884: 1,65,.873;
1885: 1,35, 188) resin blazee were handed over to the State Forest
Corporation for tapping resin, Scrutiny of the divisional records
showed +that royalty in respect of these blazes was erronecusly
charged by the department at the rate of Rs, 7 per bilaze applicable
for the tapping season for +the year 1882, instead of those
applicabisg for the years 1884 (Rs,8.B85 per blaze) and 1985 (Rs,
16,268 per blaze), The wistake resulted in royalty being charged
chort by Re,89,98, 663, -
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The sheri: recovery wae peinted out In audit in January
1887 repiy of the department has not been received (January 1988),

(ii1) In Suket forest division, during resin tapping season for
the year 1986, 72,832 vresin biazes were handed over by the
department to the State Forest Corporation for tapping vesin, In

regpect of these blazes, the department charged (Nouvewbar 1986)

rogal ty awmounting to Re, 1,53,984, instead of Re,B,73,884 actually
due on 72,832 resin blazes at the rate of Rs, 12 per blaze, The
micstake resulted in royalty being recovered shovrt by Re, 7,286,680,

on the wicstaeke being pointed cut in audit in Mareh 18987,
GCovernment stated (January 1S88) that dewmend fer Rs,7.20,888 had
eince been raised against the Corporation in Octoker 1BB7, Report
on racouery is awaited (January 18988),

{(iii1) In Rurpur forest diuvisgion, during the tapping segasceng for
the years 1984 and 1985, 13,442 blazes were tapped iliicitiy and
84,861 bl azes werea cut out of shape by the dCovporation,
Accordingly, the department raised (January 18985 and Januery 1986)
damage bilils for Re, 1,221,833, but the paywment of these bilis was
not mwmade by the Covrperation on the piea that the dapages had not
been got verified by the department from the Corporation staff at
the tiwe of occurrence, The failure of the departwent to get the
damage reporte verified in tiwme, resulted in less of revenue
amounting to Rs, 1,211,933,

The logs was pointed ocut in audit in Januvary 1967; reply
of the department has not been receivaed (January 1883),

(iv) In Churah and Nahan foreet divigiong, during the
tapping sea&csons for ithe years 1284 and 1885, 16,787 resin bl azes
vere warked for handing over to the Corporation for tapping resin,
out of which 7,747 blazes were not taken over by the Corporation
@ither due to non-availability of the trained staff or on the
ground that the trees were scattered and tapping thereof was not
aconomical , The piea of the Corporation was net tendable as the
resin tapping work stands allotted to it exciusively and the
department canneot bring any other agency for tapping of the rasin,
Thus, non-taking over of these resin blazes, apart frowm permanent
logg of produce dus te non-tapping the bleazee, resul ted in loss
of revenhue amounting to Rs, 76,388 (calculated at the rate of
Rs, 9,85 per blaze)being the royalty of these blazes chargeabie from

v
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the Corporaiion,

The (oss Wa&R pointed out in sudit in August and December
1986: reply of the deparisent has not b2en received (.January 1S8RY,

(u) In Karsog forest division, during the tapping searon
for the ysar 1984, 1,308,547 resin blazes wera cut out of shape by
the Covporation, accordingtiy, the departsent raiged against the
Corporation a damage il for Rs, 19,582 in July 1985, The concernegd
Divicional Manager of the Corporation,howaver, did not accept (July
1985) the damnage pill.stating that the biil had been raised after
January 1985 and as Pper the instructichs iepued by the Corporation
no such bill was to be entertained after January 1885, The failure
of the department teo raige the dawage biil in time.thus, resulted
in loss of ravenue amounting to rRe, 19,582,

The (o8 wae pointed out Iin audit in March 1987; reply
of the department has not been received { January 1988),

(vi) In Palawpur forest divicion, audit scrutiny of the
divirional recerds showad that during +the tapping seasons for the
years 1979 and 1988, 1972 biazes had been tapped iilicitiy by the
ctate Forsest Corporation, Further, during the tapping sefASONE for
the wyears 1878, 1980 and 1981, 16,966 bilazes had been cut out of
shape by the Corporation, But, demand for rowalty and penalty
awounting to Re, 15,555 was not raised by the departwment againsi the
Corporation till the tiwme of audit in april 1984,

Oon the wnon-reCovery baing pointed out in audit in April
1984, Government stated (December 1885 and June 1986) that the
demand for Rs, 15,555 had since been raised, Reporti on reocuvery is
avalted (January 188B8)

(vil) in Hamirpur forest divieion, 25,84 quintalse of
iliicitiy tapped resin wevre ceizaed by the departiment and handad
ovugr to the State Foreet Corporation ketween May 1983 and Nouvember
1984, The price of the rasin amounting to Rs, 26,584 (cowmputed at
the rate of Rs, kBES,BB per quintal fiwed by Governwment in
Nouvember 1986) was not damanded by the departnant till the tiwme of
audit in February 1887,

Oon the owmission being pointed out in audit in February
1987, Government stated {Dctober 18B7) that dewand for RE, 26,584
had since been raised against the Corporation in May 1987, Report
o recovery is awaited (January 1988)Y,
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The abouve cages wers raeported to Gouvernment between aAprii
19864 and June 19873 their reply has not been received save as
indicated in sub-paras (1i),(vi) and (vii) above,
8]
6.8 J.oss of revenue due to non—disposal of

trees in time

The State Government, on the advuice of a Pricing
Committee set up by them, decided in October 1980 that in future
the State Forest Corporation. which was entrusted with the
responsibility of working foraest lote., would work all the lote in a
division, They would not pick and choose the lots as hithertofore,

(i)In Parbati forest divieion, 21 salvage lots of 553
trees of different especies containing 2,212 36 cubkic wmetres of
timber were warked iIin Decewbkber 1983 for handing over to the State
Forest Corporation, The marking lists were sent to the Corporation
in January 1984, but handing over of the trees rewained pending,
In May 1985, the Corporation reported to the Divigional Forest
Officer that all the irees, marked in the lots, were not available
in the foraest and of the available trees wmost of the trees were
completely rotten and were unftit feor convercion, The Corporation
requected the Divisional Feorest Officer to praepare fresgh iIisgts and
hand over the trees after carrying out joint inspection, Later, in
Novermber 1985, after joint inspection, the Cerporation intimated
the departiment that only 115 treee cont&aining 92,20 cubic wmetres of
timber were fit for conuversion and suggested warking of wmore greean
and sound trees to make the lot workable, Thus, the departwent’s
failure to take tiwely action to hand over the marked trees to the
Corporation resulted in losssdeterioration of 438 trees containing
2120, 16 cubic metres of tiwber and consequent loss of Rs, 13,084,476
{including sales tax and surcharge),

The loss wae pointed out in audit in September 1986;
reply of the departwent has not been received (January 1988),

(11) In Renuka forest division, gix saluvage lote were
allotted to the Corporation in Septewmber/October 1982, The
Corporation took over only two lots and refused (March 1983) to
take over the remaining four lots of B84 trees containing 448,67
Cubic wetraes of timker on the piea that the trees warked were
either located at high altitude or were not explioitable
economically Neither the Corporation (which was reaequired to
work all the lots as per Government’s decision) worked these lots
nor ware any alternative arrangements made by the department to
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dispogse of these four lotg till the time of audit (June 1985), The

potential ravanue involved weorked out to Rs, i,87,454 (including
gales tax and gurcharge), computed on the bagis of market value of
lots as intimated by the department,

on thie being pointed out in audit in June 18985 and
further enquiry made by audit in April 1986, the pDivisional Forest
Officer satated (August 1986) that field inspection of one of the
totg containing B85 trees digclosed that trees marked in this lot
valuing Rs, 33,550 (including calee tax and surcharge) were not
avaiiabie in the f{orest and guitable action against the defaul ting
officiale was being taken, Further, the Divisional Officer stated
(Dacewmbar 1886) that field inspection of the remaining three lote
also reuvsaled that all the trees marked in these lote were not
availadie in the forest,

(iii) In Mandi forest divigion, in JulysAugust 1984, 158
upreoted treese containing 154,33 cubic netres of timber were
proposed to be handed over to tha Corporation for explaitation,
Scrutiny of the divisional recorde showed (March 1887) that these
wraepe had not been handed over to the Corporation nor disposaed of
otherwige tili the tiwme of audit conducted in March 1987, The
potential revanue inueluad uworked out to RS, 1,555,425 (including
cales tax and surcharge),

The non-disposal of trees was pointed out in audit in
March 19873 reply of the dﬂPartI_ﬂht hac.‘_not been recelived
(January 1888),

(iv) In Una forest division,two calvage lote of 253 trees
containing 86,68 cubic netres of timber were warked bu the
department for exploitation by the Corporation during the wear
1984-85, But the Corporation did not take ouver the lots,etating
(May 1986) that the working of the lots was not economically
viabale ag some of the trees were not availabklie on the
epot, lopes/tops of scome of the trees had since been removed and
maximum numbar of trees were not fit for conuersion into tiwbker and
that oniy charcoal /fuelwood could be extracted out of these lote,
scrutiny of the divisional recordg showed (February 1987) that
neither the Foreset Corporation (which was required to work the
lote) took over tha lots,nor were any al ternative amangemante made
by the department to dicpose of the trees, The potential revenue
worked out to Re, 51,667 (inciuding saleg tax and surcharge),

The non-~-disposal of trees vas pointed out in Audit in
February 1887: rveply of the department has not been received
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{January 1988%,

The abouas Ccascs wers reporied 1o Governmant baiveen
September 1885 and July 1ag7: their repiy has not been recaived
{ January (i8S88),

.3 TLoss of reusenue Jduse o administrative

£ oad lwre

(id In Jubkbal foreset divisieon, SES scants. lcgs and
‘planke of different gpecies centalning 57,43 cukic wmatvres of Liwmber
(converted from illicitly felled tirees) were ceized (May 18983)
during a special raid cenducted Jointly bu the police and staff
of Forest Department, The seized tiwbar was put to open suction in
ARpril 188S, but no bid was received, Later, in Octobeyr 1985, the
Range Officer reported to the Police and +the Divisional Forest
Officer that the geized timsber had basn pliifered by a local
contracior engaged in ithe construction of & school building, The
department’e faiiure to keep the geized timbavy in safe custody,
recsulted in loce of Rs,6i,0688 (being upset price of the timber ),

The fallure was pointed out in audit in June 1986; reply
of the department hag not bean veceived (January 1888),

The cess waes raeported te Governmant in August 1866rLheidr
reply has aiso not been received (January 188R),

(iiy In Chapa! forest division,with & view to dispeose of
configscated/ceized timber, 34 ilots were forased and it was decided
on 17th June (285 to hold open auction on 16th Juiwy 1985, The Range
Officer reportad on 2nd July 1965 to the Divisional Forest OFfficer
that GR ecanits of deodarskail containing 8,298 cubic wetras of
timber;inciuded in three lois, wers nei availabie on the spot, The
pilferage of timber was also reported (JulylBB5) by the Divisional
Foreet Officer to the concernad Concervator of Foresgis, Scruting of
the divisional records chowed that the piliferage had not been
investigated by the depariwment nor any raespensibiiity fiwxed il
the tiwe of audit in June 1885, Revenue lost to GCovernment amounted
to Reg, 16,624 (being the vaius of timber, inciuding sales tax and
surcharge),

On the failure being pointed out in asudit in  Junhe
1986, Govaernwent stated (January 1988) that in respect of two lots.
disciplinary proceedings against the defauliting officials wersa
under prograeegsg and that the timber valuing Re, 2,069, invoived in
the +third (ot, had esince been takven back and auctioned for



Re,5, 188, Outcome of the disciplinary proceedings i8 awaited
{January 1968),

(111) In Nurpur forest diuvigsion, & lot of 283 chii trees
containing 454,75 cubicC metres of standing voluwe of timber was
leaged out to a forest Iessee in October 1981 for Rs.79,0858
(including sales tax and gsurcharge awounting to Rs, 17,858), The
ieage period was upte 38th June 1882, Rogalty amounting to
Re, 58,213 was recovered by .the department by book adjustment on
account of timber suppliaed to the Raiiwvaye in HMay 1882 For
failure to pay the balance awount of rowalty (Rs,3,787) and sales
tax and surcharge (Re,17,0858), forest produce containing 126 scante
of timber and 286 quintais pul pwood was seized by the departwent in
July 1984, A scruting of the dlqieional recovrds showad that no
action was taken by the department to dispose of the seized forest
produce till Octobar 1886, In Nouewmber 1986, the Range Officer
reported to the Divigional Forest Officer that the ceized forest
produce had deteriorated and ite sale value was practically nil,
after adjusting the security deposit of ihe leccee,an amount of
Rs, 18,0850 (sales tax tRe, 16,754 and panal ty: Re,7,296 for dalay in
payment of sales tax) remained outstanding against the Ilessee,
Thue,failure of the department to take tiwely action to dispoee of
ceized forest produce resulted in its deterioration and consequent
ioge of Re, 18,058, )

The failure was pointed out in audit in January (8873
reply of the departwent has not been received (January 1988),

The case was reported to Governwment in March 1887 their
reply has also not been received {January 1988),

(iv) In Theog forest diuvision, ags per judgesment (July
1985) of a court, the Divisional Forest Officer was directed to put
to auction 45 kail logs containing 9,582 cubic wmetres of timber
seized by department in October 18982 , on an enquiry wade buy the
Divisical Foraest Officer,tha Range officer reported (August 1985)
that 6@ to 76 per cent of the timber, which was two and a half
yeare old and wasg lying in the open, had rotted duea to rain and
rough weather, The timber was put to auction in December 1885, but
no bid was received, Scrutiny of the divigional records showed that
the timber could not be disposed of till the tiwe of audit (March
i9g6), Failure of the depertment to store the timber at & safe
place resulted in iis deterioration, Potential revenue inveived
worked out to Re, 22,436 (computed at the warket rate of kail
timber at Parwanoo )},
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on the failure being pointed ocut in audit in March 1986,
the Divisional Forest Officer stated (Nouewber 1986) that the
seizad tiwmber had been auctioned for Re,3,2080,Ievaving net losg of
reavenue to Governwent awounting to Re, 19,230,

The cate was raeported to Government in June 19867 their
raply has not been received (January 1988),

&.18 Loss of revenus AdAue to non—-felling of

hamboos in time

The felliing cycie of kbamboos in an area is prescribed in
the reiated Vorking Pian,The bawkoo crop is prona +to rapid
deterioration, in case it is not exploited when due, ag per the
prescribed felling cycle, Aftar the crop ie exploited, it comes up
again spontaneousiy and bhecomes ready for felling on cowpietion of
felling cycle,

{i) In Solan forert divigion, a bamboo lot Jarea: BO
hectares and felling cycle: 3 years), due for felling in the uear
1983 -84 wase handed ovaer, to a co-operative society engaged in
manufacturing bawmboo baskets,for exploitation in March 1984, The
teace period of tha lot was upto 30th ESeptember 1884, But, the
society explioited an area of S hectares only during the |ecase
pariod, ! eaving the renaining area of 78 hectares
unaxpleited, Scrutinyg of the divicional records chowed (March 1986)
that out of the remaining area of 75 hectares ; the sgociety vas
allowed to expioit an area of 15 hectaree during the year 1984-8S
and area of 20 hectares annually during the years 1985-86, 1986-~87
and 1987-88, Had the lot been exploitaed during the year 1983-B4
itgelf., 1t wvould have again become ready for feliing during the
year 1987-88, Thus non-exploitation of the entire lot during the
year 1983-84 raecuited in loes of reuenus amounting to Re, 1,57, 144,

On the less being pointed out in audit {(March 1988&)
Government stated (January 1987) that the lot had been allotted to
encourage the local cmall! scale industriesg,

{(ii) In Kunihar foraest dluiclon, a bamkboo fot (area: 65
hectares and felling cucle: 3 years) due for felling in the year
1984-85 was handed ouer to the State Foreegt Corporation for
exploitation in December 13984, In May 1985, the Chief Conservator
of Foregte accorded approval for holding back area of 25 hectaree
for wmeeting the deowand of local people for basket waking, Scruting
of the divicional records resusaled {(January 1987) that the area of
25 hectares had not at all been exploited by the local people,

-
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Further, ths Corporation had exploited an aroea of i3 heciaree onl 4y
out of the remaining area of 48 heciares, Thus,an arsa of 52
heciaree was ieft unexplioitad, Thus,department’s {failure to ensure
exploitation of the ifot in Full when due, resul ted in reuehue
armounting o Ra, 66,368 {inciuding sal as tax:Re, 13,868 and
surcharge:Re, 1,360) being locet to Government,

The failure wac pointed ocut in aeudit in January 1887;
reply of the depariment has not been raceivad (January 1288,

The cace® was reportad to Government in March 18987; their
reply has alsc not been received (January 1888),

.11 Mon—levy of wenalty for short supply

nf fuelwood

fAs par terwse of the standing agreemant deed (applicable
to Gtate Forest Corporation &leo),in case of short suppiy of
fuslwood, penalty at the rate of Reg, 16 per quintal would be iwpoead
aon the lesses,

In Palawpur forest divisicen, 2 lote were handed over to
the Corporation for suppiuy of 3,588 guintais of fusiveed ta Forest
Departeent during the year 1883-8B4, But the Covporation supplied
oniy 1,469,28 gquintale of fuelwsed, For shert suppiy of 2,8328,68
quintale of fuelwood,panaliy emounting to Rse,20,3688 was leviabie on
the Corporation,but it vas not levied by thae department,

On the owmission being pointed out in audiit in January
1885 Governuent stated (January and EGoptauker 1887) +thaet the
daepartment had since bean directed o iavy penalty for the short
supply, Further progress ie asalied (January 1888},

6&.12 Neoen—levy of interest and prenalty

The terme of the standard agreewment prouide that in case
of delay Iin payment of royalty,the [2ssee wouid be (iable to pay
intereet at the rate of 18 paer cent par annum for the delay within
the coniract period and at +the rate of 15 per cent per annum
thereafter, In case the Ieeeee faile to make payment of sales tax

on due date,penality at the rate of I8 per cent por asnnum is
ieviabl e,

in Una foraeet divigion, in respect of forest !lote handed
over to the State Forest Corporation for exploitetion during the
year 19B5-86, ingteimente of royalty and sales tax leuiablie thargon
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wera not paid by the Corporation on due dates, On the balated
payments, intevest amcunting to Re, 2,868,412 (for delays ranging
betwean 16 daye and 215 days) and penalty amounting to Re,”72, 6886
(for delays ranging beiween 63 daws and 236 days) were chargesble
from the Corpovation but weve not chargad by the depariment,

The omission wae pointed out Iin sudit in February 1887;
repiy of the departwent has not been received (Janusry 1888),

The case2 was reporied to Governuent in Juiy 18B7; their
reply hae alec not been raceived (January 18883,

&.13 Loss of mneuvenue dus to apepliocoation of

incorvect mates

Ae per decision taken by the Forest Depariwment in June
1885, ropyaity for Epruce wood 1 chergeabie at one and & half
tinmes the market rate of the division in which these are warked and
handed over,

Iin Chopal forest divigion,B spruce trees were warked and
handed over to the State Forest Corporation in Nouvember 1885 f{or
exploitation, Scrutinyg of the divicional records showed (June 1886)
that vrogyaity awounting to Re, 36,426 at market rates pius ien per
cant thareson had been charged (January 1986) by the depariment,
instead of roualty awmcunting to Re, 49,982 chargeable at one and a
half times the wmarket rateg, The migtake resulied in royalty being
chargaed short by Rs,17,893 (inciuding sales tax:Rs, 3,352 and
surcharge: Rs,335),

On the wisteke being pointed out in audit in June
1986,Governaent stated (April 1987) that revised biil had since
baen raised againet the Corporation in Nouaember 18856, Report on
recovery is awalted (January 1888),

&.14 Non—»necovery of GCGovernment dues due
to not taking timely action

Tha terms of standerd agreswment prouide that in the event
of breach of the terme and conditione of the (ease,tha |ease can
ba cancelled,security daposit forfeited ,iot reeolid and the lose,
if any, & & rasult of resale, shall be recousred from the |eccee
ag arrears of iand revenu2, No adjustwent out of security deposit
will be allowsd towards the dugs recouverabie,
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In Nurpur forest division, a lot of 627 chil trees
containing 989,74 cubic metres of timber was |easaed out to a lessen
in Nouewker 1986 for Re, 1,35,508 plus cales taw and Sur_chargn
amounting to Rs, 37,262, The royalty was payable in two instalments
due on 15th of January (Rs, 45, 168) and March 1981 (Rs,90,332), The
period of |ease was upto 30th June 1981, The lessee fellied only 72
treee and extracted 500 scants containing 23,92 cubic wetres of
timber upto February 1981, Thereafter, the |essee did not work the
lot, The contract with the lescee was cancelled by the department
agc late ag in Novewber 1981 and tha lot, containing the remaining
555 unfeiled trees alongwith 5080 ccantse extracted by the |essee,was
regsold to another Iessee in February 1982 for R&,45,500, After
adjusting the =sale proceeds of Re,45,508 and the awmount of
Re, 16,223 (royal ty:: Re,. 3,711 and sales tax: Rs, 12,512) recovered
from the |essee,an amount of Rs, 1,117,239 (including interest
amounting to Re, 6,280 for dalay in payments of royalty ingtalments)
was recoverable from the original lessee, Scrutiny of the
divigional records showad that after adjusting security deposit of
RB,IS,SS.,A cace for recovery of the balance amount of Rs, 1,03,589
as arrears of land revenue, was referred to the Col lector, Kangra
in September 1882, The case was returned by the Coliector in
October 18982 with caertain obgservationg,which ware replied to by
the department only in Janhuary 1986, In September 1986, the
Collector, Kangra intiwmated the Divigional Forest Officer that the
entire property owned by the lessee had since been mortgaged with
a co-operative gociety and that recovery of Gouernment duee was
not possible, Thue, the failure of the departuent to take
expeditious action resulted in non-recovary of Gouvarnment dues
amounting to Re, 1,083,689, Besides, the adjustment of security
deposit (Rs, 13,550) towards the dugg recoverabie from the |essee
wag not in order ac it was required to be forfeited to Government,

The lose was Ppointed out in audit in January 19877
reply of the department has not poan received (January 1988),

The cage was reportad to Government in March 1987; their
reply hac alco not baen received (January 1988),




CHAPTER 7
OTHER TAX AND NON-TAX RECEIPTS

Section A—- Land Revenue
Z.1 Results of Aueudit

Teet check of records of land revenue,conducted in audit
during the yesar 1986-87, reuealed non-racovary or short recovery of
land revenuessurcharge and other irregularities, involuing revenue
of Re, 43,21 lakhe in 137 cases,wvhich broadiy fall wunder the
following categories: - '

Kunker of fimount
cases (In lakhs of
mMipees )

1.Mon-recovery on short

recovery of land

revenue/surchaprge 33 12.67
Z.Hon-realisation or shopt

realisation of nazrana

{compensation) of land 18 3.68
3.0ther irrequlapities 74 24.86
Total 137 43.21

The above position was reported to thae concernad
department and Gouvernment in September 1987, The Commissioner,
Shiwmla division stated (November 1887) that amount of Re, 2,52, 606
had since been recovered in five cases and in other two casges
amount of Rs, 16,658 wes not recoverabie, Reply in respect of the
cases pertaining to Kangra and Mandi divisions has not been
received (January 1988),

Some of the important cases ara wentionad in the
following paragraphs,

7.2 Non—-recovery of local »r»ate

Under the Himachal Pradech Panchayati RaJj Act, 1968, a
local rate called cees is leviable at the rate of 35 per cent of
land reuvenue in respect of all lands in Hiwachal Pradesh, The local
rate is required to be assessed by the Col lector of the district
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concerned and the collaction therrof is mAde by the lambardars, uho
are entitied to retain two and a half per cent of the total
collection as their commission for the collection made, Rewission
of land reuvenue does not automadtically imply remission of cess,

In six tehsile of Solan distirict,|and revenue for Kharif

1982, Rabi 1983,Raki 1984 and Rabi 1885 haruestse was remitted by

vGovernment due to damage tn‘crops caused by hailstorwme or drought,

» an awount of Rs, 1,28,536 on account of l|ocal rate was , however,

required to be collected from the land holders and deposited into
i the treasury but it was not collected,

Oon the omigssion being pointed out in audit in Julu 1886,
the Commissioner, Shimla division, rtated (December 1987) that an
amount of Rs,96,453 had been recovered and deposited into treasury,
Report on recovery of the balance amount is avaited (January 18988),

The matter was reported to Government in September 1986¢
their reply has also not been received (January 18988),

7.3 Hon—lewvwy of surcharge on land revenue

Under the Himachal Pradesh Land Reuenue (Surcharge) Act,
1874, surcharge at different rates,depending upon the amount of
land revenue pagyable by the |andowners,is leviable on |and revenue,

In Nahan tehseil of Sirwmaur district,surcharge amounting
to Re,21,B58, for the years 1983-84 and 1984-85 was levisbie,but
was omitted to be leuied,

On the omission being pointed ocut in audit in May 1986,
the Tehsildar,Nahan sctated (February 1987) that the damand for
Re,21.858 had since been raised in February 1987, Report on

e R2CoveEry is awaited (January 1988),

The case was reported to Government in June 1986stheir
+reply has not been received (January 1988),

Section B-—Stampy Duty and Registvration Fees

V.4 Results of Audit

Test check of the records relating to stamp duty and
registration fees,conducted in audit during +Lthe year 1986-87,
revealed cshort realisation of stamp duty and registration fees
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amounting to Re,2,29 lakhs in 989 cases, which broadly fall under
the following categories ¢-

Nunber of fimount (In
cases lakhs of
rupees)

1. Irreqular grant of exemptions

{rom payment of stamp duty

and registration fees 14 8.47
2. fpplication of incorrect

rates of stamp duty and

registration feec 9 8.12
3. Non-levy or short levy of

stamp duty and registration

fees 33 .77
4, Other irreqularities 43 8.93
Total 99 2.29

'

The abovue position was . reported to the concerned
department and Government in September 1987, Out of the 99 cases
mentioned above, an amount of Re,B80,962 had since been racouered
(upto November 1987) by the department in 25 cases; Government,
however, stated (December 1987) that any acition to wake good the
deficiency in stamp duty would be iilegal since there was no
enabliing provision to that effect in the Indian Stamp Aci, 1899, as
appl icable to Himachal Pradesh, The need for waking a csuitable
Provision in the Stamp Act on the lines of that made by the States
of Tamil Nadu, Uttar Pradesh, Karnataka and Aandhra Pradesh was
pointed out to the Government in May 1987 and again in January
1988,

Some of the important cases are mentioned in the
fol lowing paragraph,

.5 Short levy of stamp duty and
registration feoo

(1)Under the Indian Stamp Act, 1898, acs applicable in
Himachal Pradesh, instrument of lease is Chargeable to stamp duty
and registration fee at different rates, according as the |ease is
granted on paygment of rent or premium or both, It has been
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judicially held# that premium is the sum paid in consideration of
the conveyance iwplied in the Iease and |is quantified in lump,
whather it is paid outright or by ingtalments ouver a period or
prowmised to be paid at a certain tiwe,

In sub-registry office, Kasauli, by seven lease deeds,
raeagistered during the year 1985, the existing leases, standing in
the names of three industrial units, were transferred to other
three industrial unite which had taken over the assets and
liabilities of the respective existing unite, For these transfers,
the Industries department (lessor) charged additional premia from
the succeeding industrial units, But stawp duty was not levied ad
valorem on the additional premia whereas registration fee was
charged on the premia paid at the time of granting the |eases to
the existing units,instead of on the additional prewmia, The
mictakes resulted in short leuy of stawmp duty and regicstration fee
amounting to Rs, 23,846,

Oon the mistakes being pointed out in audit in December
1986, the department stated (May 1987) that the entire amount had
gince been recovered in February and March 1887,

(i1) As per a notification issued by State Government in
April 1968, fae for the registration of cowpulsorily regictrable
document relating to immouvable property is chargeable at ad valioram
gcale, It has been judicially held## that a floating charge, 1i,2,,
a charge created by &a company on its goeneral undertaking, is
compulsorily registrable under the Registration Act, 1988,

In sub-registry office, Kacaul i,by two instruments
registered during the ysar 1985, a Public |iwmited company created
floating charge on its entire wmachinery, cetocke and all other

property by way of security for loans awmounting to Rs,6,30,442 and
Re,7,20,480 granted to it by the Industries departiment, As such,
the documents were compulsorily registrable under the Registration
Act and registration fee was chargeakle at the ad valorem scale,but
ragistration fee of Rs,10 gach only was charged, The wmistake
reculted in registration fee being charged ehort by Re, 13,512,

% Chief Controlling Revenue Authority U.(S.M.)Akdul (197@)
Mad.i.J. 417 :83 Mad. L.H.157 #,1.R.1970 Mad.288(F.B)

#8 Madpas State U.Madras Electric Tramways,1957 Mad 169:(1956)26
Com Cas 398
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On the wigstake keing pointed ocut in audit in Decembar
1986, the department recovered the entire amount in March 1987,

The above cases were reported to Governwent in February
1987 their reply has not been receiuved (January 1988),

Section C-Excise and Taxation Department
7.6 Results of Aauwndit

Test check of the records relating to other tax receipts
collected at Mul tipurpose Barriers,conducted in audit during the
year 1986-B7.revealed non-lavy of tax and other irregularities
amounting to Rs,08,25 lakh in 11 casee, which broadly fall under the
following categories:-

Nunber of Amount (In

cases lakhs of
rupees)
1. Non-lewy of tax 6 .20
2. Other irreqularities 3 0.85
Total 11 .25

The above position wae reported to the departwment and
Government in September 18873 <their replies have not been receivaed
(January 198B8),

AN iwportant case of irregularity is wmentioned in the
following paragraph,

7.7 Mon—levy of tas

A per a notification iggued by the State Government on
280th August 1985 (publiched in the official gazettee on 22nd August
1885) wunder  the provisione of the Himachal Pradesh Taxation (on
Certain Goods Carried by Road) Act, 1976, tax on cewment is 'guiable
at the rate of Re,1 per bag,The tax is collected at the barriere
installed at different places in the State,

At Behral and Govindghat barrierse in Sirmaur digtrict, on
15,720 cement bage carried by road on 22nd and 23rd August 1985,
tax amounting to Rs, 15,720 was leviable,but was not levied,
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The non-leuy was pointed out in audit in Decewber 1986;
reply of the departwent has not been received {(January 1988),

The cace was reported to Government in February 1987 ;
their raeply has also not been received (January 1888),

Rection D- Industries Department
7.8 Mineral Receipts
2.8.1 Introduc tory

Himarhal Pradesh has |arge deposits of (iwmestone, gypsuw,
barytes, rockeal t, sl ates, stone, sand and ehale, Besides,
avallability of iron ore, coal, mica and antiwony has aiso been
reporited,

The area and the number of quarries of major and minor
mineralis leased out during the ydars 1986-81 to 1985-86 are given
below -

Year Hajor Hinerals Hinor Winerals

Munber firea {In Humker firealin

of hectares) of hectares)

quarpies quarries
1%8e-81 2 i8.33 1 61.29
1981-82 4 34.49 1 3.28
1982-83 4 6.96 3 7.76
1983-64 4 1,84.73 4 9,92
1984-85 7 1,29.61 4 1,82.33
1985-86 7 65.77 8 1,77.93
Total 28 3,51.89 21 4,42.43

The reuvenue receipts during the five years 18981-82 to
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1985-86 are givan below:-

Year Budget estinates fotuals
{ In lakhs of rupees )

1981-82 41.00 #1.96
1982-83 46.50 $5.23
1983-84 68.52 74.15
1984-85 76.00 89.52
1985-86 85.00 1,87.73

The extraction of minerals is gouerned by the Mines and
Minerals {Regul ation and Development) Act, 1957, t.he Minerals
Concaession Rulrs, 1968, the Mines and Minerals (Regulation and
Development) Amendwment Act, 1972 and the Hiwachal Pradesh Minor
Minerals (Concession) Revised Rules, 1971, The adwinistration of
these Acts and Rules is entrusted to the Director of Industries,

7.8.2 Scope of audit

There are 11 District Mining Officers in the State, The
records of 5 Mining Officerse for the years 1980-81 to 1985-B6 were
subjected to test check between February and May 1987 with a view
to examining (i) whether the dewmands for rowyalty in respect of the
winerals exploited ware correctiy raised and pursued for reacouvery,
(11) whether the provisions of Acte/rules governing the
exploitation of wmineralse were duly observeds and (iii) other
general aspects regarding the exploitation of minerais,

7.8.3 Highlights
The review brings out the following important points :

(id) Delay in aproval of the H.P. Minerals
{UVesting of Rights) Hill,1982, depvrived the
Covernment of net vevenue of Rs.21.40 1lakhs per
annum as the minerals in the lands of werivate
owners could not he vested in the State
Goverrnment till the bill was assented to by
the President in July 1987.

€Ciid> In Sirmaur and Mandi distriocts,rouyalty
amounting to Rs.0.81 l1lakh for the uyvears 1980-81
to 1985-86 was not wvrecovered from 14 hrick—kiln
ownerg,
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Ciii2 Iin Sirmaunr, Chamba and Mandi Jdistricts,
security dewosits amounting to Rs.3.,88., 090 were
liakhle to he forfeited in 43 cases doe io
terminaxtion of leases hu the Aepartment oxr
non—exscution af Lease deeds by the lessees,

hbut these were not forfeited.

) Ciwd Hndexr the rules, the leessceass Axe

rogurired to Proulds we ilghimnog machines at the

. site to AR AL AR EYE exact gueantity o f minerals
extracteds” transported. In Pilaspux, Chambia,
Rangra, Mandi and Sirmaur dictreicts, o lesseo

had @»rovided any such machine, in the absence
of which, the wroyalty on minernals exported was

paid on vrough estimates only.

2.8.4 Delay in processing of Himachal Pradesh
Minerals (Uesting of Rights)> Bill, 19832

As obgerued by the department,the winerals in the State
were not being axtracted,quarried and mined properiy due to
’ contractse/lcases being granted by the |andowners, Therefore,to vest
" the mineral rights in the State Government and to provide feor
payment of amount to owners of wminerals and for other mattierse
i connected therewith, & bill titled *The Himachal Pradesh Minerals
(Vagting of Rights) Bill, 1983* was introduced (August 1983) in the
Legislative Assewbly, The Bill, duly passed (August 1983) by the
Legislative Assembily,was sent (December 1983) to the Government of
india for obtaining assent of the Precident, Due to sowe printing
mistakes, the bill was withdrawun from Government of India in March
1987 and wae again sent in June 1887, The Precsident gave his assent

on 22nd July 1887,

In the financial wemorandum appended to the draft Act,
accrual of net revenue to the extent of Re,21,40 lakhs per annhum

wae envigcaged after the legiclation of this Act, Delay 1in
proceessing the bill has resulted in recurving loes of Rs, 21,40
lakhge per annum Lo Gouvernment during the period January 1984 to
July 18987,

fA— Major Minerals

7.8.5 CShoxrt levy of »oyal tu

Under the Mines and Minerals (Regulation and Deuvelopwment)
Act, 1957, the lessees are required to file monthiy returns

-

g
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showing, inter-alia, quantity of limestone axtracted and rewousad
from the |eased areas,

(1) Scrutiny eof the records of the Mining Officer, Sirmaur
district, done in audit in February 1987.disciesed that, during the
year (19AS5-8&, ac per wonthly returns, the quantity of |iwmesctone
extracted and vewmousd by two |Iessees was 34,543 meitric tonnes,
whereas royalty was charged for 31,115 wetric tonnes only, The
wmistake resulted 'in roysity being I(evied short by Re, 15,426,

(iiY(a) Siwmilariy,in Bilaspur district, during the period frowm
September 1985 to March {9B6, on 24,478 wmetric tonnes of |imestone
removad by a& Corporation from the [eased Aarsa, royalty amounting to
Rs,1,18, 151 was chargeable, whereas the Corporation paid rouwaity
amounting to Re, 76,582 on 17,680 matric tonnes of |iwmastona oniy,
The balance rowalty amounting to Re,33.651 was fot dewanded f{frow
the Corporation (May 1987),

{b) Further ,quantity of | imestone remoued by the ceaid
Corporation during Septewker 18985 to March I(9B6 was worked out on
the basis of ten metric tonnes per truck as againsi twelue metric
tennes per truck adepted in  the case of other (eseees, This
resuwl ted in royalty being demanded short by Re, 22,838 during the
period frowm September 1985 to March 1986,

On this being pointed out 1in audit (March (987), the
State Geologisgst ordered (July (18987) realisation of royalty on the
basirs of thirtesn motric tonnes per truck from the Corporation as
well as other lesseee with effect from Juiy 1887, The repiuy of the
departwent about the short lesuvuy for the perlod pointed out aboue
has not been receliuved (January 18988),

?7.8.6 Mon—exegution of lease deeds

A test check (February and March 1887) of the records of
Chamba, Sirwmaur and Bil aspur districts reveal ed that two
Corporations and a (Cenitral Gouvernsent Undertaking were engaged in
extracting shale (a major wineral wmeant for use in the Banufacture
of cement) &5 well ag stone, ba,jri and sand without executing |eace
deeds since 1888-81, In the absence of |pase deads, the department
was not in a position to ewercise any control over the extraction
of winerals, The Mining Officers were simply accepting whatever
royaity was paid by the (CorporationssUndertaking since they were
not able to work out the amount of royalty due from +the
Corporationss/undertaking in the absence of |ease deeds,
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B— Minor Minerals
T.8.7 Mon—recoueany of nwoyal ty an brichk

eavrth’ hriocks

Teet check of the records (between Febkruary 1ag7 and

April 1887) of the District Mining Offices, Sirmaur and Mandi
reveal ed that a sum .of Re,R0,6A1 (Sirmaur! Rs,37.500;
Mandi:Re, 43,.181) on account of royalty for the uysars i9aa-81 to
18A5-86 had fNot been racovered frowm 14 brick-kiln owners till May
12987,

2.8.8 Thort wealization of royalty

Under the Hiwmachal Pradesh Minor HMinerais {(Concession)
Reuiged Rulaes, 187 1.royalty on stone is chargeable at the rate of
Re,5.60 per cubic metre,

In Chamba, during the years ig8e-81 to 1985-8B6, roval ty
wag chargad at the rate of Rs,5,68 per cubic metre on 13,588 cubicC
netres gfit/aqm'eqhte (broken stone)wmanufactured by the Public
torkse Department, instead of charging roualty on stone crushed,
Since the voluwe of aritsaggregate is less than the volume of stone
crushed, the Mining Officer, Chamba, had demandaed (March 19a7y) frowm
another iessee royalty on the voluwe of gritsaggregate at the rate
of Rs,7 per cubic metre, Baged on this rate, the royal ty recoverad
chort from the Public Uorks Departwment at least amounted to
Re, 19,023,

7.8.9 Showrt levus nmon—-levy of interest

(1) as per the standard agreement forw prescribed under
the Himachal Pradesh Minor Minerals (Concession) Reuvised Rules,
1971, if a lesree fails to pauy any instaiment of lease wmoney or
any part thereof on due date without permission of the cowmpetant
authority in writing,he is liable to pay, at the discretion of the
competent authority, penal interest at the rate of 12,5 per cant
per annum, If such failure extende to 3@ days, ithe lessee cehall be
liable to lose all claims to the wminerals extracted and forfeit ail
money already paid by him to the departwent as liquidated dawmages

and the contract way ba cancelled with the approval of the
competent authority,

A test cheek of the records of the Digtrict Mining
Office, Mandi reuealed that during the years 19g8-81 to 1985-86,
lesceee of 8 quarriee paid instaiments of lease woney after the due
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dates, but interest was either net charged or was charged s&hort
from the l|essees, The interest not realised awounted to Rs, 18,268
on delayed payments of ingtaiments of I|ease wmoney,delay ranged
from 2 days to 172 days,

(ii)under the Himachal Pradesh Minor HMinerais (Concersion)
Reuviged Rules, 1871, as amended in October 1882, the lescee chall
pPaAy royalty in advance for the waterial to be rewmouved frowm the
isagsed area,

During test check {(aAprii and May 18987) of the records of
the District Mining Office, Chamba, it was noticed that the Public
Uorke Department and & Pubiic Sector undertaking of tha Gouvsrnment
of India extracted stone, bajri and sand frowm khade and other
specified areas during the period from Octeber 1982 to March 1886
without payment of rogalty in advance, The amount of interest on
bl ated payments ef royalty wvorked out to Re 30,738 at the rate of
12,5 per cent per annum, which was not dewmanded,

C—Other points of interest
7.8.16 Mon—Jdeposit of permits

As per the conditions of the standard forw of shori terw
parmit,prascvibed undar tha Himachal Pradeeh Minor Minerals
(Concession) Reviged Rules, 1871, a perwit hoider shall have to
surrendsr and deposit tha permii with the issuing authority within
4 week from the date of its expiry or canceliation, as the case way
bha, In case of defauli the sacurity depositad by him shall be
forfeited to the Government,

Test check of the records of the District Mining
Offices,Mandi, ¥ angva, and Chamba, for the ysare igge-A1 to
1885 -86, reveal ed that out of 3,862 permits {(Mandi: 1,435,
Kangra: 1,424, Chanba:283) isgsuad during th2 years i286-B1 to
195 -8B6 and due for surrander, 1,815 permits {(Mandi : 765,
Kangra: 189, Chamba:z i141) were nNot surrendered by ¢the permit holders
to the issuing authorities, As such, cecurity deposite amounting
to Re,49,457 (Mandi:Rs,33,821, Yangra:Re,.9,619,.Chamba: Rs,5,847)
received frow the perwit holdere were (iable to be forfeiied to
Government, but these were mot forfeited,

27.82.11 Irvegul ar release of security

Short term quarvgying peruits are granted by the
department on a forwm prescriped under the Himachal Pradesh Minor
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Minerals {(Concession) Reviged Rules, 18371, The security deposited by
the perwmit holder ie refundabie on rveceipt of no-ob jection
cartificata from the concernad GSub-Diuvisional Engineer of the
Publ ic Uorks Departwent, The rules further provide that in case of
breach of any of the " conditions for granting the parnit, the
departwent way cancel it, On the cancel lation being wade. the
quarrisd wmaterialse luing on sgite shall becowe abgolute preperty of
Gouvernwent,

(1)Teet check (March to May 1987) of the records of Mandi,
K angra and (Chamba digtricts reuvealied that in 128 cases (Mandi:78.
Kangra:46 and Chamba:4), security deposits awounting to Rs, 34,663
{Mandi:Re, 24, 182, K angra:Rs,7,763 and Chawba:Rs,?,778) were
released during +the years 18988-81 to 1985-R6 by the department
without obtaining no-objaction certificate from the Public orkse
Department,

{(ii)Iin Sirwmaur,Chaaba and Mandi districte,security depositis
amounting to Rs,3,88,688 were liable te be forfeited in 43 caees
due to terwmination of the iesses by the department or non-execution
of |ease deads by the |essees, hut‘uere not forfeited,

Z7.8.12 £ad Mon—lewy of surface went and

watern mates

fe per the conditions of the standard agregment forws of
mining |ease prescribed under the Mineral Concesgion Rules, 1966
and the Himachal Pradash ™inor Mineralis (Concession) Revisced
Rules, 1871, the lesser shall pay surface rent and water rates,in
respect of ail parts of itha gurface of the lands which gshali from
time to tiwme be occupied ov used by ithe ipseee, at the rates fixed
by the State Gouvernment,

A test check (February to May 1887) of the records of the
Digtrict Mining OFffice.Bilaspur ravealed that in respect of major
wineraie leased out during the years 1966-67 to 1985-B6, the
surface rent and water rates were not charged from I3 Iieee8es,
Becides,in Chamba.,Kangra and Mandi digtricts, surface rent and
water rates werse not charged frow 9 lescees (Chamba:2,.Kangra:5 and
Mandi:2) to whow wminor wminerais were leaged out, during the years
1977-78 to 1985-86,

on thig being pointed out in audit (april 1987), the
Mining Officers Chamba,K angra, and Mandi ctated (April-May 1887)
that the rates of surface rant and waiter rates hed 2tili not beaen
¢iged by the District Colilectors, '
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$h) Mon—-establishment of check rosts

The State GCouernment way ectablish a check post for any
arss included in mining iease or permit and when a check post is o
ectabl ished, no person shall transport a wmineral from such Aarea
without first presenting the mnineral at the check post f'ixad for
that area for the purpose of verification of the weighment or
weasurement of the quantity of the mineral, Contravention of the
provicions attracts conviction,s/ punishwent,

A test check (February to May 1987) of the records of
the Mining Offices Sirmaur, Bilaspur.Mandi.Kangra and Chamba
revealod that the departwent has ectaklished only one check post
in Sirwaur digtrict and that too haes mnot the facility of
‘weighing wmachine, In the absence of check postis with weighing
machinee,a proper check on the wouvewmsnt of exact quantity of
minerais transported and rowyalty chargeable cannot be exercised
by the departwment,

fnd Mon—installation of weighing machines

by lezseoes

Ac per the conditions of the ctandard agreement forws of
wining ioage preecribed under the Mineral (Concession Rulee, 1966
and the Hiwmachal Pradeeh Minor Minerals (Conceseion) Revised
Rules, 1971, the |lessees are required to provide weighing uchli\os
at the site to neasur-e exact quantity of atnerals
extractedstvrangported,

A test check (February to May 1987) of the records of the
Mining Offices, Bil aspur, Chamba, Kangra, Mandi and Sirmaur
revealed that no I(essee had provided any weighing wachine, In such
circumstances, royalty on wminerais exported was palid on rough
ertimates and not after actual wveighment, There was no further
check by the departwent,

The aboue findingse were reported to the department and
Government in July 1987 their repliesf have not baen recelived
{(January 1988),
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Tection E-— Fisheries NDepartment
F.R Fishery Recesipits

Z2.9. 41 T g bween Aene b o

The expioitation of figsheries in the State is regul ated
under the Himachal Pradash Cigheriee Act, 1876 and ihe rul e framed
ther eunder The aduwinistration of Figheries Departwent has been
entrusted to the Chief UVarden of Fisheriss, The State has &
mountainous topography being iocated ouer the Shiwaiik hillise of the
Himal avas, The ciiwmate varipes f(row tewmperate to sub=tropicai in
bohaviour suitable for various gpecies of fish such as cold watey
troute, sub-tanperate Mahacesey and sub-tropical or tropical Ccarps,

Fieh culiure started in the State as earliy &8 in the usar
19ga with the inntroduction of trout in the water of river Boas
whare a trout farwm was constructed,

The existing sctimated fishing potential ig 3,008 Kms, of
running streams (of which 6@8 Kwe, are trout water and 468 Kme, of
mahasaeer), 48,280 hectares of raseruocir, 586 hectarese of coid water
| akes and ie®@ hectares of other |akes, The exploitation aof
fisheries is managed by the dapartment wainiy through fishermnsn
co-operative societies,

The revenug récelipts during the preceding five URAars

ending March 1986 are giluvan balows: -

Yeap Estimates fctuals
{ Rupess in lakhs )}

1981-82 6.2 8.67
1982-83 9.60 12.57
1983-84 g.28 18,49
1984-85 18.88 11.93
1985-86 11.12 11.%@

7.9.2 Scope of Audit

Thera arg & Fisheries divigione in +the State, The
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recorde of 3 diuvigione for the yearse 1981-82 to 1985-86 were
subjected to test check between March 18987 +to May 1987 with a view
to examining (i) whether the demande for rogalty in respect of the
fisheries exploited were cowectly raised and pursued for recovery
and (ii) whethar the prouvisione of the Acts/rules govaerning the
exploitation of fisheries were duiy observed; and (iii) other
general aspects of the exploitation of fieherias,

Y.9.3 Highlights
The review brings out the following-

Construction of fish seed farm at Milwan.,
rroposal for which wWas Ffinalised in February
198G, is still not complete. The delay resul ted
in shortfall in raising of fingerlings and
under—stocking thereof in Pong Dam reservoir.
Had the stocking been done as envisaged by the
department, the production of fish during the
years 1981-82 to 1985-86 could be 38,790 metric
tonnes Mo re and the Government would have

realised Rs. 479.67 l1lakhs more as rouyal ty.

Z7.9.4 Delay in construction of fish seed
faxrm

Vater in the Pong Dam reservoir (area:24,000 hectares)
hae baen impecunded eince August 1974, To fully exploit the
potentia! of the reservoir,the department hase to stock it with B.5
mijiion fingerliings annually, In ordar +to raice the required
humber of fingerlings, the construction of a fish seed farm at
Milwan (area: 181 acres) was to be undertaken, The proposal was
finalised in February 1986, Ac the land belionged to the Railwayc, an
agreement for I|eace of land for 20 yeare on paywent of licence fee
of Rse, 25,312 per annum with five per cent upwards revision of
liconce fee euery five years frow February 1984 to January 2004
wat eigned (February 1984) with the Railway authorities, Up to
January 1987, the departwent had incurred an expenditure of Re,
28,73 lakhe on construction works,besides incurring liability for
Payment of Ilicence fee amounting to Re,”?5,936 for the period
February 1984 to January 1987, The work which was originally
Proposed to be cowplieted by Decewmber 1983 is yet to be completed
(January 1987),

Due to non-construction of fish seed farm, cstocking of

4
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reggeruoir was done by purchasing fry, Howaver, this resul ted in
under-stocking of the reservolir each year, The shortfail in
stocking during the five yeare ending March 1986 is depicted in the
following tabie -

Year Fry Fingerlings Shortfall in Pernentage
mirchased stocked stocking as  of shortfall
compared to
the wequipe-
uent of

®.3 nillions

{Nusber in lakhs)
1981-82 4.32 2.93 82.@7 96,395
1982-83 5.88 2.73 82.27 %6.79
1983-84  3.95 2.12 BZ2.88 87,51
1984-85 - - 85.08 166,688
1985-86 ¢6.88 4,02 88.98 95.27

To fully deuvelop the fish crop in the reseruvoir., the
department had earlier estimated (August. 1973) the stocking of S to
6 millionse of fingerlings per annum ouer A span of 18 to s
years Had the stocking of 5 wmillion finger!ings per annum been
done, the production of fish could be 41,234 wetric tonnmes during
the wears (981-82 to 19B5-86 (based on the average of actual yield
of fish vig-a-uls actual stocking done during the years 1976-77 to
i1980-R1), as against the actual production of 2,444 metric tonnes
and the Gouvernment would haur realicesd Rs, 479,67 lakhs more as
royalty (based on average cale rates),

Oon this baing pointed out in audit in July 1987,
Government stated (January 1988) that the construction of the fiegh

sead farm remained suspended between April i985 and March 1986 for
deciding the suitability of the site, as the stirata below two feet
of top soil WAE found to be sandy and +that further delay in

congtiruction was due to non-availability of adequate funde during
the years 1986-87 and 198B7-88,
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G5 FPending fishing af fFence casec

Undaer the Hiwmachal Pradesh Fisheries Act. 1876, and the
rules framed there under, cases of iliegal fishing are finalised by
the Fishing Officer on realisation of compensation,

As per information supplied by the department, 3808 caces
(1886-~-81:49: 1881-82:139 and 1882-83: 182) of illegal fishing were
pending finalisation,

Oon this being Pointed out in audit in July 1887.
Government stated (January 1988) that 283 caces had since been

finaiiced upto September 1987 and that efforts were being wade to
finaiice the remaining (77 cases,

Section F— Ceneral Administration

Lo pawmtrmen G

RE AT | Hon—»ecowery of went at doukle the marie t

ot o cancellation of Lo tmmery

Under the aAllotment of Government Residential (General
Pool ) Accommodation in Himachal Pradech Rules, 1872, an ewmpioyes on
retirement or on trans fer to an outside station may retain
Gouernment accommodation aliotted to him at normal rent for a
period of 4 wmonths or two Wwonthe respectively, The aliotment
shail be deemed to be cancelied on +ihe expiry of the admissibie
concessional periods, If the employee does not uvacate the
accommodation after the allotment has been cancelled or is deewed

to have been cancelled, he ghall be liable to pay rent equal to
doub!le the market rent,

In Shiml&a, four ewplouees,who had either retired or had
beay transferred to ocuitstations, retained Government residences
altotted to thewm.beyond the Aadmicssible concescional reriods ,Rent
amounting to Re,%8,818, csaicul ated at double the market reni, was
recoverable from thewm for different periods falling between January
L8RZ and March 1987, but wss not recouvered,
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On this being pointed out in audit between April 1985
and March 1987, the department stated (November 1986 and February
1887) +i1hat an amount of Rs, 18,065 had since been recovered and that
reprecsentations of two ewmployees for relaxing the rules were under
cons ideration of Government, Fur ther Progress has not been
intimated (January 1988),

The cases were reported to Governmeni betwesn June 1985
and June 1987: their reply has not been received (January 1988),
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