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

The audit of revenue receipts of the State Government is conducted under
Section 16 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971. This Report presents the results of audit of
receipts comprising taxes on sales, trade etc., state excise, taxes on vehicles,
land revenue, other tax receipts, mineral concession, fees and royalties and
other non-tax receipts of the State.

The cases mentioned in this Report are among those which came to notice in
the course of test audit of records during the year 1999-2000 and early part of
2000-2001 as well as those which came to notice in earlier years but could not
be covered in previous Reports.

The auditee units pertaining to newly formed Jharkhand State have been
shown in this Report in italics.







This Report contains 45 paragraphs including 2 reviews relating to non-levy,
short levy of tax, penalty, interest, etc., involving Rs. 531.12 crore, which is
12.50 per cent of the revenue receipts of 1999-2000. The Government has
accepted audit observations involving Rs. 35.39 crore upto January 2001.
Some of the major findings are mentioned below: -

1 General

The total receipts of the Government of Bihar for the year 1999-2000 were
Rs.10659.53 crore against Rs.9296.19 crore during 1998-99. The revenue
raised by the State Government amounted to Rs.4250.65 crore comprising tax
revenue of Rs 3084.79 crore and non-tax revenue of Rs.1165.86 crore. The
receipts from Government of India were Rs.6408.88 crore (State’s share of
divisible Union taxes Rs.4962.59 crore and grants-in-aid Rs.1446.29 crore).
Thus, the State Government could raise only 40 per cent of total revenue.
Taxes on Sales, Trade etc. (Rs. 2067.79 crore) and Non-ferrous Mining and
Metallurgical Industries (Rs.707.56 crore) were the major source of tax and
non-tax revenues respectively during the year 1999-2000.

[Paragraph 1.01(i) and (ii))

The actual receipts of revenue indicated wide variation from Budget
estimates. Test check of records of Finance Department in respect of revenue
receipts under the major heads State Excise and Taxes on Vehicles revealed
that the estimates were based on adhoc assumptions and the enhancements
had the effect of merely lowering the gap of revenue deficit during budget
proposals.

[Paragraph 1.02(b)]

The arrears of revenues pertaining to Taxes on Sales, Trade etc., Non- ferrous
Mining and Metallurgical Industries, Taxes on Vehicles, Taxes and Duties on
Electricity, Water rates and State Excise amounted to Rs.1377.74, 390.13,
197.09, 92.84, 84.27 and 52.77 crore respectively at the end of March 2000.

[Paragraph 1.07]

Test check of the records of Commercial Taxes, Excise and Prohibition,
Transport, Land Revenue, Mines and Geology and other departmental offices
conducted during1999-2000 revealed under assessment/short levy of revenue
amounting to Rs. 854.88 crore in 22195 cases. The concerned departments

accepted audit observations on under assessment etc. of Rs.23.85 crore /

involved in 2384 cases of which 768 cases involving Rs.12.87 crore had been
pointed out in audit during 1999-2000 and the rest in earlier years.

[Paragraph 1.09]

Vi
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The number of inspection reports and audit observations issued upto
December 1999 but not settled by June 2000 stood at 10324 and 43704
respectively involving Rs.3492.50 crore. In respect of 3260 inspection reports,
even the first replies have not been received although these were required to
be furnished within one month of their receipts.

[Paragraph 1.10]
2. Topics of special importance

Suppression of goods received by 110 manufacturing dealers in 18
Commercial Taxes Circles resulted in non/short accounting of goods valued at
Rs. 10888.08 lakh and evasion of tax amounting to Rs. 2353.47 lakh.

[Paragraph 2.01(A)(a)]
Non/short accounting of goods valued at Rs.2407.09 lakh received from
outside state by 27 dealers in 20 Commercial Taxes Circles resulted in evasion
of tax of Rs. 994.12 lakh.

[Paragraph 2.01(B)(a)]

3 Taxes on Sales, Trade etc.

In 22 Commercial Taxes Circles, 54 dealers suppressed turnover of
Rs. 5439.50 lakh resulting in under assessment of tax of Rs. 924.34 lakh.

[Paragraph 3.02]

In 2 cases of 2 circles, surcharge amounting to Rs. 521.11 lakh was short
levied.
[Paragraph 3.03]

In 6 cases of 4 circles, due to sales not supported by prescribed declaration
forms under Central Sales Tax Act, tax amounting to Rs. 374.96 lakh was
short levied.

[Paragraph 3.06(A)]

In 2 cases of 2 circles, tax of Rs. 56.85 lakh was short levied due to
misclassification of goods.

[Paragraph 3.09]

In one case of a circle, assessment was completed after closing down of
business resulting in loss of revenue of Rs. 1056.86 lakh.

[Paragraph 3.13]

vii
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4. State Excise
In 18 Excise districts, 777 retail vendors were permitted to lift 346523.87 LPL
of country spirit in excess of 30 per cent above the approved MGQ without
receiving the additional amount resulting in non-realisation of revenue of
Rs. 47.86 lakh.

[Paragraph 4.03]

5. Taxes on vehicles

A review on "Recovery of dues treated as arrears of land revenue" revealed as
under: -

e Non-furnishing of details by District Transport Officers to District
Certificate Officers resulted in blockade of revenue of Rs. 3866.98
lakh.

[Paragraph 5.02.07(ii)(b)]

e In 3 districts, there was loss of revenue of Rs. 1144.78 lakh due to
dropping of 1763 cases.

[Paragraph 5.02.08(a)]

e Withholding of 253 certificate cases resulted in non-realisation of
arrears of Rs. 408.11 lakh.

[Paragraph 5.02.08(c)]

e There was delay ranging from 3 to 84 months in execution of 6203
certificate cases of Rs. 5230.17 lakh.

[Paragraph 5.02.09(a)(ii)]

In 10 districts, in respect of 86 transport vehicles there was short realisation of
tax amounting to Rs. 55.53 lakh.

[Paragraph 5.05]

In 5 districts, tax of Rs. 92.48 lakh was not realised from 52 dealers/
manufacturers in respect of 114728 vehicles.

[Paragraph 5.09]

viii
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6. Land Revenue

In 3 revenue districts, there was loss of revenue of Rs. 14095.78 lakh in shape
of salami, penal rent and interest due to non-renewal / violation of terms and
conditions of lease hold property.

[Paragraph 6.02(A)]

In 42 revenue anchals in 13 districts, 1323 raiyats converted 264.76 acres of
agricultural land for commercial uses viz. setting up of different business
establishments which resulted in non-realisation of revenue amounting to
Rs. 416.41 lakh.

[Paragraph 6.03]

In 2 revenue anchals, 11500.56 acres of waste land was distributed among 12
persons much in excess of the limit prescribed for Sarvodaya Co-operative
Society. Incorrect distribution of Bhoodan land resulted in loss of revenue
amounting to Rs. 134.52 lakh in shape of rent and cesses.

[Paragraph 6.04]

3 Other Tax Receipts

In 15 districts, under valuation of property in 1499 cases resulted in short levy
of Stamp duty and Registration fees of Rs. 439.44 lakh.

[Paragraph 7.02]

8. Mineral Concession, Fees and Royalties

A review on " Levy and collection of royalty and other mining dues in respect
of major minerals" revealed as under: -

e In 4 districts, demands for royalty and price of minerals
amounting to Rs 7270.76 lakh for illegal and unauthorised
mining of 16.52 lakh tonnes of coal, lime stone, etc. during the
period between May 1994 and March 1999 were not raised.

[Paragraph 8.02.06]

e In 5 districts, 12.73 lakh tonnes of coal, 0.87 lakh tonnes of
lime stone, 196.58 lakh tonnes of iron ore, 0.22 lakh tonnes of
graphite and 0.06 lakh tonnes of dolomite remained undisposed
of for periods ranging between 1 and 9 years on which royalty
payable amounting to Rs. 3019.59 lakh remained unpaid.

[Paragraph 8.02.07]
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e In Hazaribagh district, a private sector coal company did not
pay royalty of Rs. 102.01 lakh for consumption/sale of 2.04 lakh
tonnes of coal during the period March 1998 and February 1999.

[Paragraph 8.02.08]

e In 7 districts, surface rent was not fixed at the commercial rate
resulting in non/short levy of surface rent of Rs. 2238.02 lakh.

[Paragraph 8.02.09]

9. Other non-tax receipts

In one forest division, non-disposal of perishable forest produces resulted in
loss of revenue of Rs. 10.47 lakh.

[Paragraph 9.02]

In 5 forest divisions, demand of Rs. 626.37 lakh at revised rates was not raised
for diversion of forest land for non-forest purposes.

[Paragraph 9.03)







The tax and non-tax revenue raised by the Government of Bihar during the
year 1999-2000, the State's share of divisible Union taxes and grants-in-aid
received from the Government of India during the year and the corresponding
figures for the preceding 2 years are given below: -

(Rupees in crore)

1997-98 1998-99 1999-2000
Revenue raised by the State 3624.33 3827 64 4250.65
I Government
" | (a) Tax revenue 2399.82 2681.35 3084.79
(b) Non-tax revenue 1224 .51 1146.29 1165.86

Receipts from the Government

; 5854.59 5468.55 6408.88
of India

I. | (a) State's share of divisible

5 4074.30 4441.23 4962.59
Union taxes

(b) Grants-in-aid 1780.29 1027.32 1446.29
Total receipts of the State
I1. Government” (I&I) 9478.92 9296.19 | 10659.53
IV. | Percentage of I to Il 38 41 40

The above table indicates that during the year 1999-2000, the State
Government could raise only 40 per cent of the total revenue receipts
(Rs.10659.53 crore) and 60 per cent of receipts were from Government of
India. The contribution of revenue raised by the State Government to total

revenue receipts remained almost stagnant during the period from 1997-98 to
1999-2000.

" For details, please see Statement No.l1-Detailed Accounts of Revenue by Minor Heads in
the Finance Accounts of the Government for the year 1999-2000. Figures under the Major
head “0021-Taxes on Income other than Corporation Tax — Share of net proceeds assigned to
States” booked in the Finance Accounts under ‘A — Tax Revenue’ have been excluded from
‘Revenue raised by the State’ and included in ‘State’s share of divisible Union taxes’ in this
statement.
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(i) The details of the tax revenue raised during the year 1999-2000, alongwith
the figures for the preceding 2 years, are given below: -

(Rupees in crore)

Percentage of
SI Increase (+) /
N : Head of Revenue 1997-98 | 1998-99 | 1999-2000 decrease (-) in
0 19992000 over
1998-1999
L. Zti"es on Sales, Trade | 567 64 11821.85 [2067.79 +) 13
2. |State Excise 226.36 | 239.51 | 277.80 (+) 16
Bl Is;teaersnps and Repistetion | ee s | g70.54 | 52577 (+) 17
4. |[Taxes on Vehicles 174.07 | 164.96 | 178.47 (+) 8 ‘
3. [Lames and Dufieson 4232 | 67.04 | 8525 (+) 27
Electricity
6. |[Land Revenue 23.48 24.60 28.67 (+) 17
7. |Other Taxes and Duties
on Commodities and 25.92 24.26 27.10 (+) 12
Services
8. |[Taxes on Goods and
Passengers- Tax on entry
of goods into Local 86.89 59.78 93.92 (+) 57
Areas
9. [Taxes on Agricultural 001 0.01 0.02 (+) 100
Income
Total 2399.82 [2681.35 |3084.79 (+) 15

The reasons for significant variation in receipts from that of previous year,
though called for (April 2000) from the concerned departments, have not been
received (January 2001).

(ii)  The details of non-tax revenue raised during the year 1999-2000
alongwith figures for the preceding 2 years are given below: -

(Rupees in crore)

Percentage of
SI. increase (+) or
No. Head of Revenue 1997-98 1998-99 1999-2000 | decrease (-)in
1999-2000 over
1998-99
1. | Non-ferrous Mining and 808.55 | 740.92 707.56 -)5
Metallurgical
Industries
2. | Forestry and Wild Life 14.52 18.48 28.03 (+) 52
3. | Interest Receipts 92,39 | 135.99 135.75 -
4. | Social Security and 1429 | 24.47 28.04 (+) 15
Welfare
5. | Others 255.69 | 226.43 266.48 (+) 18
Total 1185.44 |1146.29 1165.86 (+) 2

o
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The reasons for substantial variations in receipts from that of previous year,
though called for (April 2000) from the concerned departments, have not been
received (January 2001).

Variations between the Budget estimates and actuals |

S

(a) The variations between Budget estimates of revenue for the year 1999-
2000 and the actual receipts under the principal heads of revenue are given

below: -
(Rupees in crore)
Variations
SL Budget Actual s
No. Head of Revenue calinisieg ——— increase (+) | Percentage

shortfall (-)

A |Tax Revenue

1. [Taxes on Sales, Trade etc. |2280.00 [2067.79 |[(-) 212.21 -9
2. |State Excise 450.00 277.80 |(-) 172.20 (-) 38
3, f‘e‘:;“ps and Registration | 305 55 | 32577 | 04673 | @13
4. |Taxes on Vehicles 257.99 178.47 (-) 79.52 ) 31
g Rees dnd Dties of 8500 | 8525 | (+)0.25 i
Electricity
6. |Land Revenue 50.00 28.67 (-) 21.33 (-)43
Other Taxes and Duties
7. lon Commodities and 62.03 27.10 (-) 34.93 (-) 56
Services
Taxes on Goods and
Passengers — o
8. o envenituyol goods inte 80.00 93.92 (+) 13.92 (+) 17
Local Areas

B |[Non-Tax Revenue

Non-ferrous Mining and

Metallurgical Industries 1050.00 707.56 |(-) 34244 (-)33

2. [Forestry and Wild Life 3177 | 2803 | (9374 | ()12
3. |Interest Receipts 328.54 135.75 |(-) 192.79 (-) 59
4, [ocisl Security md 20.00 2804 | (+)8.04 | (+)40

Welfare

The reasons for variation between the Budget estimates and actual receipts,
though called for (April 2000) from concerned departments, have not been
received (January 2001).
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(b) The percentage variations between Budget estimates of revenue and the
actual receipts for the year 1999-2000 and the corresponding figures for the
preceding 2 years under the revenue heads 0039-State Excise and 0041-Taxes
on Vehicles are given below: -

SLNo. | Head of Revenue Variation between Bl;:%ecte(:ttimates and actuals in
1997-98 1998-99 1999-2000
1. State Excise (-) 14 (-) 34 (-) 38
2, Taxes on Vehicles (-) 10 (-) 25 (-) 31

The above table indicates that tax raised by the Government in the above 2
heads of revenue fell short of Budget estimates. The percentage of shortfall
varied between 14 and 38 in State Excise and 10 and 31 in Taxes on Vehicles.
Scrutiny of records of Finance department revealed that Budget estimates of
both receipt heads had been prepared by Finance department by effecting an ‘
increase over the proposal of administrative departments on adhoc basis in
absence of sufficient back up data / statistics for such enhancement. The
Finance department could not provide the figures of additional resources
mobilisation for the year under scrutiny as well as the tax bases (for
- determining the taxable capacity of the State). Thus, substantial variations
between Budget estimates and actual receipts indicate that the estimates were
based on adhoc assumptions and the enhancements had the effect of merely
lowering the gap of revenue deficit during budget proposals.

On this being pointed out (May 2000), the Finance department stated (June
2000) that if the target is kept at a higher level, more extensive effort would be
undertaken by the department to achieve the target. The reply of the Finance
department is not tenable, as it had neither tax base/ statistics for additional
resource mobilisation nor back up data for enhancement over departmental
estimates.

The case was reported to the Government (November 2000); their reply has
not been received (January 2001).

The gross collections in respect of major revenue receipts, expenditure
incurred on their collection and the percentage of such expenditure to gross
collections during the years 1997-98,1998-99 and 1999-2000 alongwith the
relevant all India average percentage of expenditure on collection to gross
collections for 1998-99 are given below: -
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The above table indicates that the percentage of expenditure on collection in
respect of all the four major heads of receipts was more than that of all India
average percentage for the year 1998-99.

(Rupees in crore)
Percentage of I;Eelrl:::
Sl' Head of Revenue Year Gros.s Expendm.lre expenditure percentage
o. collection | on collection to gross f )
collection 0;;;‘; ﬁegar
1997-98 1567.64 19.76 1.26
Taxes on Sales, Trade
L. - 1998-99 1821.85 22.24 1.22 1.40
1999-2000 |2067.79 32.99 1.60
1997-98 226.36 14.85 6.56
2. |State Excise 1998-99 239.51 15.72 6.56 3.25
1999-2000 | 277.80 20.34 7.32
) ) 1997-98 253.13 14.47 5.71
Stamps and Registration
3, o 1998-99 279.34 18.10 6.48 5.45
1999-2000 | 325.77 19.11 5.87
1997-98 174.07 3.39 1.94
4. |Taxes on Vehicles 1998-99 164.96 4.00 242 3.22
1999-2000 | 178.47 6.52 3.65

The details of sales tax assessment cases pending at the beginning of the year,

cases becoming due for assessment during the year, cases decided during the
. year and number of cases pending finalisation at the end of each year during

1995-96 to 1999-2000 as furnished by the department are given below: -

Cases due
Cases | Balance
. for . Percentage
Opening finalised | at the
Year assessment | Total : of column
balance . during end of
during the 5to4
the year | the year
year
1 2 3 4 5 6 7
1995-96 106364 83871 | 190235 85441 | 104794 45
1996-97 104794 93027 | 197821 114762 83059 58
199798 83059 96017 | 179076 83488 95588 47
1998-99 95588 103094 | 198682 | 127830 70852 64
1999-2000 70852 100654 | 171506 79938 91568 47

The efforts made in 1998-99 to contain the arrears need to be sustained and
stepped up to facilitate further reduction of arrears.
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The details of cases of frauds and evasion of taxes and duties pending at the
beginning of the year, number of cases detected by the departmental
authorities, number of cases in which assessments/investigations were
completed and additional demand (including penalties etc.) of taxes/duties
raised against the dealers during the year and the number of cases pending
finalisation at the end of March 2000, as furnished by the concerned
departments are given below: -

(Rupees in lakh)
Ciises Cases Number of cases in which Number of
SI B detected assessment/ investigation | cases pending ‘
° | Department pe g during completed and additional | finalisation as
No. on 31 < .
March 1999 1999- demand including penalty | on 31 March ‘
2000 etc. raised 2000
No. of Amount of
cases demand
Finance
1. [(Commercial 381 656 688 525.35 349
Taxes)
2. [Transport 275 Nil Nil Nil 275
Excise and s . ) .
3. i i 13 Nil Nil Nil i3
Prohibition

Information from other departments, though called for (April 2000), have not
been received (January 2001) despite several reminders to departmental heads
and personal meetings.

The break-up of the total collections (at pre-assessment stage and after regular
assessment) of Taxes on Sales, Trade etc. during the year 1999-2000 and the
corresponding figures for preceding two years, as furnished by the Finance
(Commercial Taxes) Department are given below: -

* Differs by 606 from the closing balance 881 given earlier by the department and shown in
the Audit Report for the year 1998-99.

" Differs by 8 from the closing balance of 5 given earlier by the department and shown in the
Audit Report for the year 1998-99.
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(Ru in crore)
Percentage of
Amount pre-
collected at Total (el assessment
Amount collected after " collected as "
Year pre- collection of < collection to
regular assessment per Finance
assessment taxes total
Account e
stage collection
(Col 2to 5)
Penalty for
Additional | 1AV
demand g
Taxes and
Duties
1 2 3 4 5 6 7
1997-98 1504.30 31.96 0.72 1536.98 1567.64 98
1998-99 1743.34 50.63 0.75 1794.72 1821.85 97
1999-2000 1995.22 58.03 1.04 2054.29 2067.79 97

Thus the tax including penalties collected after regular assessment constituted

a rather low proportion (2 to 3 per cent) of the total collection.

As on 31 March 2000, arrears of revenue under principal heads of revenue, as
reported by the departments, were as under: -

(Rupees in crore)

Arrears

s‘l)'- Head of revenue a:‘:et::-s more than Remarks

five years old

1 2 3 A 5

1. | Taxes on Sales, | 1377.74 664.20 Out of Rs. 1377.74 crore, demands for
Trade etc. Rs. 158.54 crore had been certified for

recovery as arrears of land revenue.
Recovery amounting to Rs. 647.04
crore had been stayed by the courts.
Specific action taken in respect of the
remaining arrears of Rs. 572.16 crore,
though called for (April 2000), has not
been intimated (January 2001).

2. | Non-ferrous 390.13 97.94 Out of Rs. 390.13 crore, demands for
Mining and Rs. 368.74 crore had been certified for
Metallurgical recovery as arrears of Land revenue.
Industries Out of Rs. 368.74 crore, recovery

amounting to Rs. 269.69 crore and Rs.
16.71 crore had been stayed by the
courts and the Government
respectively. Recovery of Rs. 10.57
crore and Rs. 0.50 crore was held up
due to rectification/review and dealer /
party becoming insolvent respectively.
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Amount of Rs. 0.17 crore was liable to
be written off. Specific action taken in
respect of the remaining -certified
arrears of Rs. 71.10 crore and the
uncertified arrears of Rs. 21.39 crore,
though called for (April 2000), has not
been intimated (January 2001).

Taxes on
Vehicles

197.09

N.A.

Out of Rs. 197.09 crore, demands for
Rs. 185.39 crore had been certified for
recovery as arrears of land revenue.
Recovery amounting to Rs. 0.10 crore
and Rs. 0.08 crore had been stayed by
High Court and  Government.
Recovery of Rs. 2.80 crore was held
up due to rectification/review of
applications and Rs. 0.13 crore due to
parties becoming insolvent. Specific
action taken in respect of the
remaining arrears of Rs. 8.59 crore,
though called for (April 2000), has not
been intimated (January 2001).

Taxes and
Duties on
Electricity

92.84

38.14

Out of Rs. 92.84 crore, demands for
Rs. 11.21 crore had been certified for
recovery as arrears of land revenue.
Recoveries amounting to Rs. 21.06
crore had been stayed by the courts.
Specific action taken in respect of the
remaining arrears of Rs. 60.57 crore,
though called for (April 2000), has not
been intimated (January 2001).

Water Rates

84.27

56.43

Out of Rs. 84.27 crore, demands for
Rs. 1.08 crore had been certified for
recovery as arrears of Land revenue.
Recovery amounting to Rs 6.29 crore
and Rs. 0.06 crore had been stayed by
the courts and the Government
respectively. Recovery of Rs. 1.43
crore was held up due to rectification /
review of applications. Amount of Rs.
0.35 crore was liable to be written off.
Specific action taken in respect of the
remaining arrears of Rs. 75.06 crore
though called for (April 2000) has not
been intimated (January 2001).
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State Excise

52.77

45.21

Out of Rs. 52.77 crore, demands for
Rs. 7.34 crore had been certified for
recovery as arrears of Land revenue.
Recovery amounting to Rs 34.00 crore
and Rs.0.69 crore had been stayed by
the courts and the Government
respectively. Recovery of Rs. (.38
crore and Rs. 0.10 crore was held up
due to rectification / review and
dealer/ party becoming insolvent
respectively. Amount of Rs. 0.17 crore
was liable to be written off. Specific
action taken in respect of the
remaining arrears of Rs. 10.09 crore
though called for (April 2000) has not
been intimated (January 2001).

Entertainments
Tax

12.72

3.49

Out of Rs. 12.72 crore, demands for
Rs. 2.54 crore had been certified for
recovery as arrears of Land revenue.
Recovery amounting to Rs. 0.67 crore
had been stayed by the courts. Specific
action taken in respect of the
remaining arrears of Rs. 9.51 crore,
though called for (April 2000) has not
been intimated (January 2001).

Entry Tax

3.05

0.67

Out of Rs. 3.05 crore, demand for
Rs. 0.02 crore had been certified for
recovery as arrears of Land revenue.
Specific action taken in respect of
arrears of Rs. 3.03 crore, though called
for (April 2000), has not been
intimated (January 2001).

The position of arrears of revenue pending collection at the end of 1999-2000
in respect of other departments though called for (April 2000) has not been
furnished by the Government (January 2001).

As per the information furnished (December 2000) by the Commercial Taxes
Department, number of appeals filed under Taxes on Sales, Trade etc. and
other Taxation Acts administered, number of appeals finalised and number of
cases pending with the appellate authorities, at the end of each year during the
period from 1995-96 to 1999-2000 were as under: -
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Number of Percentage
Number of
Opening | appeals filed app(?als Balance at -of cases
Year bp ; Total finalised the end of | disposed to
alance during the duri
uring the the year | total number
year
year of cases
1995-96 12078 3794 15872 4691 11181 30
1996-97 11181 3666 14841 5233 9614 35
1997-98 9614 2498 12112 3406 8706 28
1998-99 8706 2641 11347 4356 6991 38
1999-2000 6991 5390 12381 3406 8975 28

According to instructions issued in August 1989 by the Commissioner of
Commercial Taxes, a minimum number of 60 cases are required to be
disposed of per month by each Joint Commissioner (Appeals). However, the
instructions were not followed as a result of which against 8640 appeals to be
disposed of by all the 12 Joint Commissioners (Appeals) in a year, the actual
number of appeals disposed of fell short of the target.

Test check of the records of Commercial Taxes, State Excise, Taxes on
Vehicles, Land Revenue, Non-ferrous Mining and Metallurgical Industries and
other departmental offices conducted during the year 1999-2000 revealed
under assessment/short levy/loss of revenue amounting to Rs.854.88 crore in
22195 cases. During the course of the year 1999-2000, the concerned
departments accepted under assessments etc. of Rs.23.85 crore involved in
2384 cases of which 768 cases involving Rs.12.87 crore had been pointed out
in audit during 1999-2000 and the rest in earlier years.

This Report contains 45 paragraphs including 2 reviews bringing out
deficiencies in different aspects of tax administration and involving a tax/
revenue effect of Rs.531.12 crore. These cases represent the important cases
out of the cases of under assessment and other irregularities pointed out by
Audit. Of these, the department/ Government have accepted audit observations
involving Rs.35.39 crore upto January 2001. Audit observations with a total
revenue effect of Rs.16.06 crore have not been accepted by the Government.
However, as the grounds attributed were at variance with the facts or legal
provisions, these have not been accepted by Audit for reasons indicated in the
relevant paragraphs/ reviews. Final reply has not been received in other cases
(January 2001).

(a)

records, noticed during local audit and not settled on the spot, are

Audit observations on financial irregularities and defects in initial
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communicated to the heads of offices and to the higher departmental
authorities through audit inspection reports for prompt action. The more
important irregularities are reported to the heads of the departments and to
Government for initiating immediate corrective action. Besides, half yearly
reports of such observations outstanding for more than 6 months are
forwarded to Government to expedite their settlement.

The number of inspection reports and audit observations issued upto
December 1999 which were pending settlement by the department as on 30
June 2000 alongwith corresponding figures of the preceding 2 years, are given

below: -
As at the end of June
1998 1999 2000
1. Number of outstanding inspection 9696 9537 10324
reports
5 : -
z. Number. of outstanding audit 39912 41562 43704
observations
3. Revenue involved (Rupees in 2497 80 3127.80 3492.50
crore)
(b) Outstanding audit observations relating to the following departments

were notably large: -

(Rupees in crore)
Year to
Number of outstanding which
Sl earliest Amount
° | Department Revenue Head . involved
No. pending
Inspection Audit report
Reports Observation relates
Land " -
1. | Revenue 5231 16314 1980-81 627.35
Revenue
Finance Taxes on
2. | (Commercial | Sales, Trade 1202 9800 1982-83 657.59
Taxes) etc.
g, | EEEERANl | o Bt 763 4821 1973-74 |  620.32
Prohibition
4. | Tronspost | L2Xes0n 521 4425 | 197980 | 398.11
Vehicles
Non-ferrous
Mines and Mining and
5. Sl Metallurgical 618 4114 1980-81 291.62
Industries
g | ouu Water Rates 563 1699 | 1980-81 | 617.63
Resources
7. | Cane Fanes o 170 431 | 1981-82 | 8155
Sugarcane
g | Dowestang | Barest 222 536 | 1981-82 | 169.33
Environment | receipts

11
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(c)  Although Government have instructed that first replies to the
inspection reports should be furnished by the departmental officers within one
month of the receipt of the inspection reports, in respect of 3260 inspection
reports issued upto December 1999, even the first replies had not been
received from the following departments till June 2000.

Number of
SL inspection reports Year to which
No. Department Revenue Head to which even first earliest pending
reply has not been report relates
received
1. | Revenue LLand Revenue 2573 1980-81
3, g;‘(;:fg]z‘(‘)i State Excise 71 1980-81
3. | Transport Taxes on Vehicles 148 1980-81
| (1) Taxes on Sales,
Trade etc. o s
Finance
4. | (Commercial (11) Electricity Duty
Taxes) (i11)Taxes on Goods
and Passengers 55 1997-98
(iv)Entertainments
Tax
Reyens Stamps and
5. | (Registration Registeation Focs 122 1980-81
Department)
. Non-ferrous Minin
g, | e And Metallurgical : 63 1980-81
Geology .
Industries
7. | Cane Taxes on Sugarcane 55 1981-82
8. o Water Rates 14 1998-99
Resources
g, | Forestand Forest Receipts 99 1981-82
Environment
Total 3260

The above position was brought to the notice of the Chief Secretary to the
Government (July and August 2000) but no reply has been received (January
2001). Unsatisfactory compliance by the departments in settlement of audit
observations resulted in increasing trend of outstanding audit observations and
inspection reports.




| CHAPTER 2: Topics of Special Importan;;]

[%i)lf - Receipt of goods against declaration fo‘rms]

(A)  State Declaration Forms

Under the provisions of the Bihar Finance Act, 1981, read with Bihar Sales
Tax Rules, 1983, as amended from time to time and notifications issued
thereunder, any dealer who claims that he is not liable to pay tax/ or is liable to
pay tax at concessional rate in respect of any goods on the ground that he had
sold such goods, in pursuance of Government notifications / Act, to small
scale industries / manufacturers, shall substantiate his claim by producing
declarations in certificate “GAA” (Form# C / D) and in Form IX* issued by
the purchasing dealer, as the case may be. The purchasing dealer shall retain
the counterfoil of such forms and furnish detailed account of receipt of goods
against them to his circle.

A test check of records relating to receipt of goods on exemption/ concessional
rate of tax and exemption allowed against the declaration forms for the period
from 1993-94 to 1995-96 of 7 selling dealers in 5 circles and 121 purchasing
dealers of 18 circles revealed as under: -

(a) Suppression of turnover

Under provisions of the Bihar Finance Act, 1981, every registered dealer shall
furnish a true and complete return in respect of all his transactions, failing
which, and if the prescribed authority is satisfied that reasonable grounds exist
to believe that any turnover of a dealer has escaped assessment, the latter may,
within eight years from the date of order of the assessment or re-assessment,
assess or re-assess the amount of tax due from the dealer in respect of such
turnover. The dealer shall also be liable to pay, by way of penalty, a sum not
exceeding three times but not less than an amount equivalent to the amount of
tax assessed on the turnover, which escaped taxation.

Cross verification of details of purchases on exemption / concessional rate of
tax by 110 manufacturing dealers of 18 Commercial Taxes Circles for the
period from 1993-94 to 1995-96 (assessed between February 1995 and March
2000) as furnished by them in their consumption statements of Form “GAA”
and Form “IX” to sales tax authority with the declaration issued by them to the
selling dealers against such purchases revealed non/short accounting of goods

*  Form of declaration given by owners of industries for purpose of purchase of raw

materials free of sales tax or purchase tax.

Submitted by owners of manufacturing unit against purchase of raw materials at
concessional rate of tax to the dealer from whom the material was purchased.

Adityapur, Begusarai, Bokaro, Deoghar, Dhanbad, Dhanbad (Urban), Hazaribagh,
Jamshedpur, Jharia, Muzaffarpur, Palamau, Patna City (East), Patna City (West), Ranchi
(East), Ranchi (West), Sindri, Teghra and Tenughat.

##
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valued at Rs. 10888.08 lakh. This resulted in under assessment of tax of Rs.
2353.47 lakh including penalty of Rs. 1740.25 lakh as detailed below: -

(Rupees in lakh)
Rate of
Value of Value of Value of Tax Assessment
SL Conumodits Name / No. No. of - goods goods non/ leviable/ year Tax Total
No 1y of circles dealers 8 h e d accounted short levied Month/ year Penalty
SRS for accounted (per cent) of assessment
1993-94 to
. . 1995-96 25444
1. | Lubricant 11 12 3883.05 65.49 3817.56 9/3 between 1/96 69727 951.71
and 9/99
1993-94 to
Iron & " . 1995-96 217.92
2. stas] 8 47 7427.45 1979.38 5448.07 4/ Nil between 9/95 653.77 871.69
and 3/2000
1993-94 to
voe . 1995-96 106.64
3. | Slack wax 8 46 1050.97 81.84 969.13 9/Nil between 2/95 290.85 397.49
and 3/99
1993-94 to
, . 1995-96 18.59
4. | Coal Hazaribagh 2 697.66 232.97 464.69 4/ Nil between 8/96 55.76 74.35
and 3/98
; . ; 1995-96 9.17
5. | Hardware |Hazaribagh 2 91.76 Nil 91.76 8/ Nil March 2000 24.99 34.16
1993-94 and
& e 1994-95 6.46
6. | L.S.H.S. Sindri 1 484.75 387.88 96.87 9/3 between 1/98 1761 24.07
and 12/98
Total 110 | 13635.64 | 2747.56 | 10888.08 61322 | 535347
ot : : : 1740.25 ’
(b)  Non-levy of tax at first stage of sale
(1) In order to promote industrial growth in the State, the Government, by

notifications issued from time to time, allowed small scale industries (SSIs) to

purchase raw materials free of tax for manufacturing purposes against issue of .

Form “GAA” but sale of finished goods out of such raw materials are not tax
free unless exempted specifically by a notification.

In Dhanbad commercial taxes circle, 6 SSIs purchased iron and steel goods
valued at Rs. 1249.68 lakh without payment of tax against declaration “GAA”
and sold (during the year 1994-95 and 1995-96) these goods in the same form
without utilising the same as raw material. The assessing authorities while
finalising (between October 1995 and November 1998) the assessments,
however, allowed exemption from levy of tax on sale of these goods on the
ground that the goods though leviable to tax at the first point of sale was
purchased tax free and therefore, tax cannot be levied on any other point of

Adityapur, Begusarai, Bokaro, Dhanbad (Urban), Hazaribagh, Jamshedpur, Jharia,
Ranchi (East), Ranchi (West), Sindri and Tenughat.

Bokaro, Deoghar, Dhanbad, Hazaribagh, Patna city (East), Patna city (West), Ranchi
(West) and Tenughat.

Adityapur, Begusarai, Deoghar, Dhanbad (Urban), Muzaffarpur, Palamau, Ranchi (East)
and Teghra.

ok
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sale in the State. As these units were manufacturers who had enjoyed the
benefit of tax free purchase and had sold the goods for the first time in the
State, these were liable to be assessed for such sales. Thus incorrect allowance
of exemption resulted in under assessment of tax of Rs. 49.99 lakh.

(1) Under the provisions of the Bihar Finance Act, 1981 and notification
issued thereunder, an S.S.I. Unit may avail of the facility of tax free purchase
of raw materials on grant of a certificate to that effect issued by the prescribed
authority.

In Hazaribagh circle, a manufacturer of smokeless coal was granted certificate
for tax free purchase of raw materials i.e., coal that was cancelled (May 1992)
with effect from the date of issue. But the sale of smokeless coal valued at Rs.
265.10 lakh by the purchaser was exempted from levy of tax during the years
1993-94 to 1995-96 (assessed between August 1995 and March 1998) on the
basis of claim of purchase of tax free goods. As the dealer was not holding
certificate of tax free purchase of goods and had not paid tax at the first point
of sale, tax was leviable on such sale. This incorrect allowance of exemption
resulted in escapement of tax of Rs. 10.60 lakh.

(c) Incorrect allowance of tax free purchase

By a notification issued in April 1994, the Government exempted specified
commodities from levy of sales tax, used as a direct raw material for
manufacturing of iron and steel (as defined in section 14 of the Central Sales
Tax Act, 1956).

In Patna City West circle, on sale of profiles, agriculture implements, pickled
sheets and plates valued at Rs. 882.19 lakh by 2 manufacturers during 1994-95
and 1995-96, exemption from levy of tax was allowed (between November
1996 and May 1997) on the basis of the claim that the goods were
manufactured from raw materials purchased tax free. As the goods sold did
not fall under the category of ‘iron and steel’, allowance of exemption from
levy of tax was not in order and resulted in under assessment of Rs. 35.29
lakh.

(d) Incorrect allowance of concessional rate of tax

A dealer of Central circle, Calcutta was allowed concessional rate of tax on the
sale of raw materials (non-ferrous metal) valued at Rs. 659.45 lakh during the
years 1994-95 and 1995-96 (assessed in November 1998) on the strength of
prescribed declarations (Form °‘IX’) which were issued by the purchasing
dealers before the date of actual transactions. These declarations were liable to
be rejected but concessional rate of tax was allowed against some of the
declarations. These transactions were liable to tax at the full rate of 8 per cent.
Thus incorrect allowances of concessional rate of tax resulted in short levy of
tax of Rs.43.96 lakh (including additional tax and surcharge).

15
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(B)  Central Declaration Forms

Under provisions of the Central Sales Tax Act, 1956, read with the Bihar
Finance Act, 1981, the goods are received by the dealers of Bihar from outside
the State either (i) on purchase after payment of tax at the rate of 4 per cent by
issuing declaration in Form 'C' or (ii) on stock transfer from any place of his
business or his agent or principal or otherwise, without payment of tax by
issuing the declaration in Form 'F. However, on sale of such goods, the tax is
leviable in Bihar at the rate specified under the State law, unless the goods
were exempted specifically from levy of tax.

A test check of records relating to receipt of goods from outside the State on
declaration forms pertaining to 33 dealers in 21 circles” of Bihar in respect of
coal, timber, battery, edible oil, paper, auto parts, steel springs, skimmed milk
products, rivets, medicine, cadbury products and paints with the records of 21
manufacturers/dealers of Delhi, Gujarat, Punjab, Uttar Pradesh, Madhya
Pradesh, Maharashtra, Tamil Nadu and West Bengal for the period from 1990-
91 to 1997-98 revealed as under: -

(a)  Non/short accounting of receipts of goods

Cross verification of assessment records of 27 dealers in 20 Commercial
Taxes circles of Bihar with the records of 13 manufacturers of Delhi, Gujarat,
Maharashtra, Madhya Pradesh, Punjab, Tamil Nadu, Uttar Pradesh and West
Bengal revealed non/short accounting of goods valued at Rs.2407.09 lakh
relating to the period from 1990-91 to 1997-98 (assessed between 1994-95 and
1999-2000) received on purchase against declaration in Form 'C' or by stock
transfer against declarations in Form 'F' and invoices. This resulted in under-
assessment of tax of Rs.994.12 lakh including penalty of Rs.727.63 lakh as
detailed below: -

(Rupees in lakh)
Name of
commmodities Tax
Valeor | Valeof | Valeor |*4€9C | period of
Si Name of Name. of No. of goods goods leviable assessment Total
Ne State of circles(s) dealer(s) L accounted | non/short ( Year of
selling I for accounted | ‘P assessment | Penalty
cent)
dealer
1 2 3 4 5 6 7 8 9 10 11
Tyre, Tubes
and Flaps 1994-95 203.17
1 —— Jamshedpur 1 1892.87 62.33 1830.54 9 757.28
1998-99 554.11

*  Adityapur, Begusarai, Bhagalpur, Chirkunda, Dhanbad, Gaya, Giridih, Hajipur, Jamshedpur,
Jharia, Patliputra, Patna (North), Patna (South), Patna (Special), Ranchi (Special), Samastipur,

Sasaram, Shahabad, Singhbhum, Tenughat and West Champaran.
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1 2 3 4 5 6 7 8 9 10 11
Auto Parts
1993-94 &
and.Steel 1995-96 26.55
Springs
2 | Tamil Nadu Jamshedpur 1 256.58 39.16 217.42 10 98.95
& 1997-98 &
Maharashtra 19992000 | 40
Between
Vanaspati 1990-91 21.45
& 1993-94
i [Weibngd | 'etiadé& 3 196.41 3.15 193.26 9 79.95
4 Ut Jharia Between
;‘:a by 1995-96and | 58.50
s 1998-99
Between
ge‘e;ge/"c‘ § 1991-92& | 750
owder/Cake ]997-98
. 41.78 19.70 22.08 8
4 12 14 50.20 5.61 4459 10 281
Between
New Delhi 199495 & | 20.87
1999-2000
; 1995-96 &
g Pataliputra 1996-97 260
5 %ﬁ; . ?;delz:;l)a 2 222.56 204.52 18.04 12 ——— o 9.70
P 1999-2000 '
Paper 1993-94 1.89
6 | West Bengal | Tenughat 1 24.32 Nil 24.32 6 1995-96 5.15 7.04
Coal 1.46
7 e Chirkunda 2 43.46 7.01 36.45 4 e 5.83
est Benga 1998-99 437
Medicine Patna North l(])ggf.;s& 0.98
i and Patna 2 14.05 1.29 12.76 7 3.66
tjara Special 1994-95 2.68
Skimmed
milk 1995-96 0.73
9 | products Adityapur 1 36.00 30.00 6.00 10 2.73
Punjab 1997-98 2.00
Rivets 1995-96 0.16
Madhya ’ .
10 Pisdedh Adityapur 1 1.63 Nil 1.63 8 1998-99 045 0.61
266.49
; 372. 3 ;
Total 27 2779.86 72.77 2407.09 o | Pz

(b) Loss of revenue due to use of unauthorised declaration forms

The declaration Form ‘C’ & ‘F’ are issued to the dealer by assessing officer
for use in inter-State sales or stock transfer. Use of any declarations form
which is either stolen or not issued to the dealer is illegal and the receipt of
goods against such declarations will, in addition to tax, attract penalty to the
extent of three times but not less than an amount equal to the amount of tax
leviable on such suppressed turnover.

Begusarai, Bhagalpur, Gaya, Hajipur, Jharia, Patna (South), Ranchi (Special), Samastipur,
Sasaram, Shahabad, Singhbhum and West Champaran.
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In 9 circles*, 12 dealers received timber, battery, cadbury products, edible oil,
paper, detergent powder / cake and paints, etc. valued at Rs. 719.20 lakh
during the period between 1992-93 and 1996-97 (assessed between November
1995 and October 1999) from 8 manufacturers/ dealers of West Bengal,
Madhya Pradesh, Delhi and Uttar Pradesh against declarations in Form 'C' and
'F' which were not issued to the dealer. The dealers were liable for levy of tax
amounting to Rs. 296.17 lakh including penalty of Rs. 216.86 lakh but no
tax/penalty was levied.

The above findings were pointed out to the department between November
1999 and July 2000. The department agreed to review the cases. Further reply
has not been received (January 2001).

The cases were reported to the Government (between June and August 2000);
their reply has not been received (January 2001).

Adityapur, Begusarai, Gaya, Giridih, Jamshedpur, Patna (Special), Sasaram, Singhbhum and
Tenughat.
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Test check of the records relating to assessments and refund of Sales Tax in
various commercial taxes circles, conducted in audit during the year 1999-
2000, revealed under assessment of tax of Rs.12595.09 lakh in 878 cases
which broadly fall under the following categories: -

(Rupees in lakh)
Sl ' Categtry No. of | Amount
No cases
1. | Non-levy of penalty for excess collection of tax 44 106.23
2. | Incorrect allowance of exemption from tax 265 1668.76
3. | Incorrect allowance of concessional rates of tax 75 258.15
4 Short levy of tax due to incorrect determination of 99 865.65
gross turnover
5. | Non-levy of penalty 149 1113.83
6. | Non/short levy of additional tax and surcharge 105 2424.67
7. | Application of incorrect rate of tax 40 1312.52
8. | Other irregularities 101 4845.28
Total 878 12595.09

During the year 1999-2000, the concerned department accepted under
assessment, etc. of Rs.152.39 lakh involved in 93 cases pointed out in earlier
years. A few illustrative cases involving tax effect of Rs. 3548.74 lakh are
given in the following paragraphs: -

[3.02 Suppr%smn of sales turnover j

Under the Bihar Finance Act, 1981, read with the Central Sales Tax (CST)
Act, 1956, if the prescribed authority has reason to believe that the dealer has
concealed, omitted or failed to disclose willfully the particulars of turnover or
has furnished incorrect particulars of such turnover and thereby returned figure
below the real amount, the said authority shall assess or re-assess the amount
of tax due from the dealer in respect of such turnover and shall direct the
dealer to pay, besides the tax assessed on escaped turnover, penalty not
exceeding three times but not less than an amount equivalent to the amount of
tax on the escaped turnover.

During the course of audit (between February 1999 and March 2000), it was
noticed from the assessment records (assessed between May 1995 and March
1999) and utilisation certificate of declaration forms that 54 dealers of 22

C/F (Central), Road Permits, Form C (State) and IX C.
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Commercial Taxes Circles” suppressed sales turnover of Rs.5439.50 lakh
bought/sold on declaration forms during the years between 1993-94 and
1997-98, which remained undetected by the department. The failure of the
department to check the concealment of purchases/sales resulted in under
assessment of tax amounting to Rs.924.34 lakh (including additional tax,
surcharge and minimum leviable penalty). 7 illustrative cases involving tax
effect above Rs.25 lakh in each case are given below: -

(Rupees in lakh)
Arc?:al & Amount
prard las concealed
sl Name of Circle/ Period of assessment Mode of s Amount of
i Month /Year of Commodity purchase/ | Purchase/ tax/ Total
No No. of Dealers Rate
assessment sale Sale N penalty
applicable
accounted (per cenit)
for P
| Patna South 1995-96 “’:;’d'lc.";fs’ FormIXC | 5735.60 969.89 184.57 —
: 1 12/98 e 476571 | 7.8&10 135.11 :
Katras 1995-96 . 5039.30 2237.35 89.50
2. 1 12/98 Coal Trading A/c 2801.95 1 39 49 178.99
Adityapur 1994-95 to 97-98 | Motor Parts, Auto " 429.54 429.54 52.45
e 4 1/97 to 2/99 Parts Traiing A Nil 10 47.68 10013
Ranchi (East) 1996-97 5.3 i , 2536.32 296.74 22.85
4. 1 01/99 Medicines Form 'C' and 'F 2239.58 7 2077 43.62
40.78
Ranchi (West) 1996-97 516.64 160.54 21.36
5; I 198 Cement and Scrap| Form IX C 356,10 3 &1l 1942
Adityapur 1995-96 . 387.51 146.41 19.50
6. | 1298 Cement Trading A/c 241.10 1 1773 37.23
4 Bokaro 1994-95 SM.P/ Form ‘C’, 27133'9513 183;672 :;2; 26.43
’ 1 3/99 Polyfilm Road Permit ’ ' ’
14858.44 404.07
Total 10478.35 4380.09 342.79 746.86

On these being pointed out (between February 1999 and March 2000), the
department raised (between February and April 2000) additional demand of
Rs.7.50 lakh in four cases and in other cases stated (between July 1999 and
March 2000) that the cases would be reviewed. Further reply has not been
received (January 2001).

The cases were reported to the Government (between December 1999 and
June 2000); their reply has not been received (January 2001).

Adityapur, Bhagalpur, Bokaro, Buxar, Central Circle, Calcutta, Dhanbad, Dhanbad (Urban),
Giridih, Gumla, Hajipur, Katras, Muzaffarpur, Palamau, Patna (North), Patna (South), Patna
(West), Patna (Special), Ranchi (East), Ranchi (Special), Ranchi (West), Sitamarhi and Siwan.
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Under provisions of the Bihar Finance Act, 1981, with effect from 11 August
1989, every dealer whose gross turnover during a year exceeds rupees 10 lakh
shall pay a surcharge at the rate of 10 per cent of tax (including additional tax)
payable by him.

In 2 Commercial Taxes Circles (Samastipur and Central Circle, Calcutta), the
assessing authorities while finalising the assessment in March 1997, 1998 and
April 1999 of 2 dealers engaged in the sale of jute bags and petroleum
products for the years 1992-93, 1993-94 and 1995-96 levied surcharge on the
amount of tax of Rs. 21593.98 lakh instead of the correct amount of tax of
Rs.26805.11 lakh payable by the dealers. This resulted in short levy of
surcharge of Rs. 521.11 lakh.

On these being pointed out (between June 1999 and March 2000), the
department raised (November 1999) an additional demand for Rs.4.85 lakh in
one case and stated that the other case would be reviewed. Further reply has
not been received (January 2001).

The cases were reported to the Government (between December 1999 and
June 2000); their reply has not been received (January 2001).

(1) In 2 Commercial Taxes Circles (Central Circle, Calcutta and
Chirkunda), the gross turnover of two dealers was determined (between July
and November 1998) at Rs.2427.27 lakh for the assessment year 1994-95 but
while computing tax, the assessing authcrity incorrectly levied tax on
Rs.1852.46 lakh only. Thus, turnover worth Rs. 574.81 lakh escaped
assessment, which resulted in under assessment of tax amounting to Rs.65.87
lakh (including additional tax and surcharge).

On these being pointed out (between February and March 2000), the
department agreed (March 2000) to review the cases. Further reply has not
been received (January 2001).

The cases were reported to the Government (June 2000); their reply has not
been received (January 2001).

(i) Under the Bihar Finance Act, 1981, “gross turnover” for the purpose of
levy of sales tax, in respect of sales of goods, means aggregate of sales prices
received and receivable by a dealer during any given period.
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In 4 Commercial Taxes Circles*, 4 dealers made sale of medicine, coal,
mustard oil, vanaspati, high speed diesel and diesel oil, etc. valued at
Rs.47912.78 lakh as per the returns filed between 1991-92 and 1996-97 by
them but their gross turnover was incorrectly determined (between March
1997 and February 1999) at Rs.47548.39 lakh. This resulted in short
determination of gross turnover by Rs.364.39 lakh and consequential short
levy of tax amounting to Rs.46.71 lakh (including additional tax and
surcharge).

On these being pointed out (between August 1998 and March 2000), the
department raised (December 1999) an additional demand for Rs.4.54 lakh in
one case and in other cases stated that it would be reviewed. Further reply has
not been received (January 2001).

The cases were reported to the Government (between December 1999 and
June 2000); their reply has not been received (January 2001).

By a notification issued in December 1995, sale of HDPE" bags was exempted
from levy of sales tax on the condition that the dealer must not have opted for
deferment.

In Adityapur Commercial Taxes Circle, Jamshedpur, a manufacturer of HDPE
bags was allowed (November 1998) exemption on sale of finished goods
valued at Rs.321.05 lakh during the period 1995-96 and 1996-97. Though the
manufacturer was granted eligibility certificate of deferment of tax for the
period from May 1994 to March 2002, he was granted certificate of exemption
from levy of sales tax on finished goods for the period from October 1995 to
November 2003. This incorrect grant of exemption resulted in under
assessment of tax of Rs.32.07 lakh.

On this being pointed out (January 2000), the department stated (January

2000) that deferment and exemption have been granted under two different

industrial policies. The reply of the department is not tenable in view of the

| conditions and restrictions imposed under the said notification. Further reply
has not been received (January 2001).

The case was reported to the Government (June 2000); their reply has not been
received (January 2001).

Central Circle, Calcutta, Dhanbad, Patna (Special) and Ranchi (Special).
High —density polyethylene.
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(A) Under the CST Act, 1956, on the inter-State sale of goods (other than
declared goods) which are not supported by prescribed declaration forms, tax
is leviable at the rate of ten per cent or at the rate applicable in the State,
whichever is higher.

In 4 circles, though the sale of goods valued at Rs. 22308.34 lakh made by 6
dealers during the assessment years (between 1990-91 and 1996-97) was not
supported by prescribed declaration forms, tax was levied at lower rates. This
resulted in under assessment of Central Sales Tax amounting to Rs. 374.96
lakh (including additional tax and surcharge) as detailed below: -

(Rupees in lakh)
Name of Period of Month & Value of Rate of tax lgji:i Tax
Circle/ No. Commodity Assessment Year of goods Ton cend) Goer short
of dealers Assessment pe pe levied
cent)
Central
Circle, HSD&LDO | 199293, | 399 159 | 897281 | 144SC" 14
Cal elurion TSt & 4/99 973628 | 9+AT+sc | 10 | 23262
%‘“f‘ Lubricant 1995-96 :
Jamshedpur | Electrical goods 1353.01 12+AT+SC 12
2 Tin Plate 1995-96 i 919.79 8 TR B aaiid
Adityapur | Electrical goods | 199495t | 1,11 and 3??’31 :?:g*gg i Sk
2 Auto Parts 1996-97 12/98 : N :
—K";’“”‘ Lead 199091 9/94 66.14 10 4 3.97
Total 22308.34 374.96

On these being pointed out (between November 1995 and March 2000), the
department stated (between November 1995 and March 2000) that the cases
would be reviewed. Further reply has not been received (January 2001).

The cases were reported to the Government (between December 1999 and
June 2000); their reply has not been received (January 2001).

(B) Under the provisions of the CST Act, 1956, the Bihar Finance Act,
1981 and rules framed thereunder, no tax shall be payable on sales or
purchases of goods which have taken place in the course of export out of the
territory of India provided the sale was substantiated by documentary
evidence. According to orders issued by the Government in March 1986 and
August 1991, for exemption from levy of tax on sale taking place in course of
export to Nepal, the transactions must be supported apart from the other
evidences, by bill of export granted by Custom officials.

In 4 Commercial Taxes Circles (Barh, Hazaribagh, Patna Special and Patna
South), it was noticed (between May and December 1999) that in cases of 10
dealers of medicine, electrical goods, chemicals, fertiliser, glass sheets, India

" Surcharge.
* Additional Tax.
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made foreign liquor (IMFL), corrugated paper and motor parts, sale of goods
valued at Rs. 990.94 lakh during the period between 1993-94 and 1997-98, not
supported by prescribed documentary evidences like bill of export, payment
through banks and movements of goods out of territory of India, was
exempted (between March 1998 and January 1999) from levy of tax treating
the sale in course of export, although the transactions were liable to be treated
as sale within the State. This incorrect grant of exemption resulted in under
assessment of tax amounting to Rs. 80.52 lakh (including additional tax and
surcharge).

On these being pointed out (between May and December 1999), the
department agreed (between May and December 1999) to review the cases.
Further reply has not been received (January 2001).

The cases were reported to the Government (between April and June 2000);
their reply has not been received (January 2001).

Under the Bihar Finance Act, 1981, every dealer is required to pay additional
tax at the rate of one per cent (except on liquor) on gross turnover.

In 2 Commercial Taxes Circles’, in case of 3 dealers engaged in the business
of chemicals, tea, etc. (assessed between August and December 1998),
additional tax (including surcharge) aggregating Rs. 18.76 lakh was either not
levied or short levied during 1994-95 on the assessed tax of Rs.11833.10 lakh.

On these being pointed out (between July 1999 and March 2000), the
department raised (January 2000) an additional demand for Rs. 12.91 lakh in
one case and in respect of remaining 2 cases stated that these would be
reviewed. Further reply has not been received (January 2001).

The cases were reported to the Government (between December 1999 and
June 2000); their reply has not been received (January 2001).

[3.08  Non-levy of penalty for excess collection of tax |

Under provisions of the Bihar Finance Act, 1981, no registered dealer shall
collect from any person any tax on sale of goods in excess of tax liability
under the said Act. In the event of any contravention of the provision of the
Act, the prescribed authority shall direct the dealer to pay, by way of penalty,
a sum equal to twice the amount of tax so collected.

Central Circle, Calcutta and Palamau.
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In 2 Commercial Taxes Circles (Central Circle, Calcutta and Sasaram), 2
dealers engaged in a business of cement and elevator, collected tax in excess
of their tax liability by Rs. 16.30 lakh during the years 1994-95, 1995-96 and
1996-97. However, the assessing authorities while finalising (between November
1998 and June 1999) the assessment did not levy any penalty. This resulted in
non-levy of penalty of Rs. 32.60 lakh.

On these being pointed out (August 1999 and March 2000), the department
agreed (between August 1999 and March 2000) to review the cases. Further reply
has not been received (January 2001).

The cases were reported to the Government (between December 1999 and
June 2000); their reply has not been received (January 2001).

3+

Under the provisions of the Bihar Finance Act, 1981, the Government may
specify in respect of any goods, class or description of goods that sales tax
shall be levied only at that point or points in the series of sales as may be
specified. By notifications issued in December 1977 as amended from time to
time, limestone is leviable to tax at the first point of sale and chassis of heavy
vehicles is leviable to tax at the last point of sale in Bihar.

In 2 Commercial Taxes Circles’, 2 dealers sold limestone and chassis of heavy
vehicles valued at Rs. 1278.58 lakh during the years from 1994-95 to 1996-97
on which tax was incorrectly levied (between November and December 1998)
either at the lower rates or at incorrect point of sale. This resulted in under
assessment of tax of Rs. 56.85 lakh (including additional tax and surcharge).

On these being pointed out (July and August 1999), the department raised
(June 2000) an additional demand of Rs. 55.86 lakh in one case and in the
other case agreed to review. Further reply has not been received (January
2001).

The cases were reported to the Government (between February and May
2000); their reply has not been received (January 2001).

[3.10 - Non-realisation of instalment of det'eﬁfed' tax and interest ]

Under the Bihar Sales Tax Supplementary (Deferment of Tax) Rules, 1990,
the deferred amount of tax shall be repaid within 10 years from the date of
commencement of production, in three or five annual equal instalments, as the
case may be, payable by 31 March every year after the expiry of validity
period. In case of default, interest at the rate of 2 per cent per month shall be
charged 