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PREFATORY REMARKS 

This report for the year ende~ 31 March 2000 has been prepared for submission to the Governor 
under A1ticle 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 result of audit of receipts comprising sales tax, taxes on motor vehicles, land 
revenue. State excise, forest receipts, mining receipts and other departmental receipts of the 
State. 

The cases mentioned in this Report are among those which came to notice in the course of test 
audit of rec·ords during 1999-2000 as well as those noticed in earlier years but which could not 
be covered in previous years ' Reports. 

v 



· ! 



[ovERVIEw) 

This report contains 30 paragraphs and 4 reviews relating to non-levy, short levy of tax, penalty, 
etc. involving Rs.260.05 crore which is 10.74 per cent of the revenue receipts of 1999-2000. The 
Government has accepted audit observations involving Rs.6.15 crore of which Rs.0.64 crore had 
been recovered upto August 2000. Some major findings are mentioned below :-

· 1 ( General ] 

(i) The total revenue raised by the Government of Orissa during the year 1999-2000 was 
Rs.2420.56 crore comprising tax revenue of Rs. 1704.08 crore and non-tax revenue of 
Rs.7 16.48 crore. While tax revenue consists mainly of Sales Tax (Rs.1107.55 crore\ the 
non-tax revenue was mainly fTom Mines and M inerals (Rs.320.09 crore). 

(Para 1.1) 

(ii) Test check of records of Sales Tax, Motor Vehicles Tax, Land Revenue, State Excise, 
Forest, Mines and Minerals, and Other Departmental offices conducted during the year 
1999-2000 rev.ealed under-assessment, short levy/loss of revenue etc. amounting to 
Rs.417 .33 crore in 4,01, 773 cases. During th" year 1999-2000, the concerned 
departments accepted under-assessment etc. of Rs.38.60 crore involved in 28,579 cases 
pointed out during 1999-2000 and earlier years. 

(iii) 

{Para 1.9) 

As on 30 June 2000, 3, 769 inspection reports issued up to December 1999 containing 
12,087 audit observations involving Rs.666.67 crore were outstanding for want of 
comments/final action by the concerned departments. 

(Para I.JO} 
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2 ( S~les Tax] 

(i) A review on "Collection of Sales Tax Arrears" revealed the following: 

(a) Improper maintenance of records resulted in under-reporting of arrears amounting to 
Rs. 18.30 crore in seven circles. 

(Para 2. 2. 6(h)} 

(b) Arrears amounting to Rs.26.58 crorc were pending fo r collection in 7.198 cases under tax 
recovery proceedings for periods ranging from one vear to twenty two years. . -

{Para 2.2. 7. // 

(c) Collection of arrears of Rs.58.06 crore in 4.578 cases was held up due to stay granted by 
departmental officers of which arrears o r Rs.15.37 crore in 2.278 cases were held up for 
more than three years due to non-vacation of stay orders granted by departmental 
authorities. 

{Para 2.2.8} 

(d) Non-initiation of collection proceedings and inaction/improper action of the assessrng 
officers resulted in loss of revenue or Rs.88 lakh. 

(Para 2.2. IO(a)} 

(ii) Application of incorrect rate of tax led to short levy of tax of Rs.81.34 lakh. 

(Para 2.3} 

(i ii) Incorrect grant of exemption/deferment led to short levy of tax of Rs.1.53 crore. 

{Pora 2. -1} 

(iv) A llowance of inadmissible deduction led to short levy of tax of Rs.99.07 lakh. 

{Para 2.8} 
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3 (Motor Vehicles Tax ) 

(i) A review on ''Arrears of Motor Vehicles Tax"' revealed the fo llowing: 

ta) Non-compliance of recommendations or Public Accounts Committee led to continued 
growth in arrears from Rs.19.23 crore in 1994-95 to Rs.43.12 crore in 1999-2000. 

{Para 3.2.5 } 

(b) Demand notices were not issued 111 675 cases involving arrears of tax and penalty 
amounting to Rs.7.08 crore. 

{Para 3.2.9 } 

(c ) 318 certifi cate cases involv ing arrear of Rs. 1.14 crore could 110t be sustained due to lack 
of diligence on the part of assessing officer. 

( Para 3.2.11 (A)} 

( ii ) Motor vehicles tax and additional tax including penalty amounting to Rs. 1.80 crore was 
e ither not real ised or short realised in respect of 407 vehicles. 

{ Para 3.3} 

(iii ) Tax and pena l ~y of Rs.9.25 crore was not realised though the vehicles were neither 
covered by off-road declaration nor was tax paid in other regions. 

{Para3.5} 

4 (Land Revenue) 

Non/ short reali sation of water rate for use of watei· fro m Government sources of 
Rs.66. 79 lakh. 

[Para ../. 2) 
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5 (State Excise) 

(i) Loss of Excise Duty of Rs.7.99 crore on account of lower outtum of rectified spirit from 
molasses due to non-adoption of Chemical Examiner's reports in working out the outtum 
of stock. 

{ Pam 5.2} 

(i i) Failure of licensee to maintain mm1mum stock resulted m loss of Excise Duty of 
Rs.63.61 Iakh. 

{ Para 5.3} 

6 (Forest Receipts J 

A review on "Collection of Arreai·s of Forest Receipts" revealed the following: 

(a) Improper maintenance . of essential records led to under reporting of atTears of 
Rs.5 .12 crore. 

.. ,• 

{ Para 6.2.6 } 

(b) Non-institution of certificate cases involving arrears of Rs.23.23 lakh in 136 cases led to 
loss ofrevenue of Rs .23.23 lakh as the cases had become time barred. 

{Para 6.2. 7 (A)(a)} 

(c) A1Tears of royalty amounting to Rs.8 1.58 lakh outstanding against a finn remained 
unreali sed due to inaction on the p.':lrt of the department. 

{Para 6. 2. 7 (A) (d)} 

(d) Steps were not taken by the department to recover arrear of Rs.55.66 crore pending from 
the Orissa Forest Development Corporation. 

{Para 6. 2. 7 (B)(i)} 
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(e) Non-finalisation of rate of royalty of sal seed for the year 1992 to 1994 resulted m 
increase in arrears of Rs.89 lakh. 

{Para 6.2. 7 (B)(iii)} 

7 [Mining Receipts .] 

Levy of royalty on the quantity recovered from benefication plant ir.stead of on the 
quantity removed from seam led to short levy of royalty of Rs. 1.07 crore. 

{Para 7.2(a)) 

8 (Departmental Receipts J 

(i) A review on "Assessment and Collection of Electricity Duty" revealed the following: 

(a) Ce11ificate cases were not instituted for reali sat ion o f aJTears of Electricity Duty of 
Rs.9. 70 crore from consumer's whose power supply had been disconnected. 

{ Para 8.2. 7. I } 

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

{ Para 8.2. 7. 7(1) (ii); 

(ii) Guarantee fees amounting to Rs.6.7 1 crore was not realised from various loanees by 
Commerce and Transport, Welfare, Textile and Handloom, Co-operation and Energy 
departments. 

{Para 8.3} 
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( CHAPTER-1 : GENERAL) 

1.1 Trend of Revenue Receipts 

1.1.1 The tax and non-tax revenue raised by the Government of Orissa 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 two 
years are given below:-

* 

'Rupees i n c r ore) 

1997-1998 1998-1999 1999-2000 

I Revenue raised by State 
Government 

(a) Tax Revenue 1421.74 1487.13 1704.08 

(b) Non-Tax Revenue 540.92 557.49 7 16.48 
,, 

Total 1962.66 2044.62 2420.56 

II Receipts from Government of India 

(a) State's share of divisible union taxes 1563.6 1 1694.52 1748.45. 

(b) Grants-in-aid 1105.76 815.26 1715.63 

Total 2669.37 2509.78 3464.08 

III Total Receipt of the State 4632.03 4554.40 5884.64 
Governmen t(I+II) 

IV Percentage of I to III 42.37 44.89 41.13 

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

Government of Orissa for the year 1999-2000. Figures under the 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 excluc.Jed from 

Revenue·raised by the State and included in State's share o f divisible Union Taxes in this Statement 



Audit Report (Revenue Receipts) for the year ended 31 March 2000 

1.1 .2 . The details of the tax revenue raised during the y·ear 1999-2000 alongwith figures for 
the preceding two years are given below.: 

R u ees in c r o r e 
1997.-'1998 . 1998-1999. 1999-2000 'Percelftagnflncre:~ (+) ·· 

t · or dec.rease (· )In 
1999-2000 over 1998-~ 

1. Sales Tax 925.08 . 971.09 . 1107.55 (+) 14.05 
2. Taxes and.duties on :127.73 110.13 127.20 (+) 15.50 

electricity 
3. Larid Revenue 38.69 58.57 50.46 (-) 13.85 
4. Taxes on Vehicles 141.78 143.18 155.53 ·· (+) 08.63 
5. Taxes on goods and 0.91 0.01 34.18# (+)341700.00 

passengers 
6. . --State ExCise 105.80 109.67 114.82 (+) 04.70 
7. Stamp:duty and 76.77 87.59 102.01 (+) ·16.46 

·registration fees 
. 8. Other taxes and duties on 5.88 6.89 ·12.33 (+) 78.96 

.,, , 
1A87.t3! .1704:08 . ' '. ' '/1 '! 

' 
The reasons for variations for the following items, as furnished by the concerned d,epartments· 
were as under:- " 

I 

(a} Land Revenue: The decrease (13.85 per cent) was stated fo be due to (i) super cyclone 
of October 1999 and (ii) 50 per cent remission of cess and 50 per cent suspension of. 
cess gr~ted by Government in-December 1999 in 14 cyclone affected districts. 

t . I I 1 • 

(b) Motor I Vehicle Tax: The increase "(8.63'per cent) was stated to be d~e to increase of 
transport population and ·increase of permit and application fees for driving licenses,. 
fitness certificates and registrations. · / 

\ . 
(c) State Excise: )'he increase (4.70 per cent) was stated to be due to settlement of excise 

shops on renewal basis at 10 per cent hike over . the consideration money of the 
previous year. · 

(d) Stamp and Registration Fees: The increase (16.46 per cent) was attributed to more · · 
collection of stamp duty and registration fee on registration of more documents. 

Reasons for variations in respect of sales tax, :taxes and duties. on electricity, taxes on goods 
and passengers though called for (April 2000) from the departments coµcerned have not been 
received (November 2000). 

# Represents tax on 'Entry of goods into local areas' introduced in the State from I December 1999 
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<;hapter-1 General 

1.1.3 The details of major non-tax revenue realised during the years 1997-98 to 1999-2000 
are given below: 

Heads ofRevenue 

1. Forest 73 .29 87.30 95.78 (+) 9.71 
2. Mines and Mine"rals 317.15 314.05 320.09 (+) 1.92 
3. ·Education 12.65 12.49 15.11 (+) 20.98 
4. Interest 18.69 19.62 19.46 - (-) 0.82 
5. Public Health, Sanitation and 12.95 12.56 14.7 1 (+) 17.12 

Water Supply 
6. Irrigation, Navigation, Drainage 8.55 13.79 10.51 (-) 23.79 

and Flood Control Projects < 
7. Police 6.60 08.71 16.76 
8. Others 91.04 88.97 
Totaf 540 .. 92 . S~'K4t 

I ' 

The n.::asons for variations for the following it~ms, as furnished by the .departments were as· 
under: 

(a) Forest: The reason for increase (9.71 per cent) was stated to be due to excess 
.collection of Rs.11 crore from kendu· leaves as compared to ~revious year' s collection. 

(b) Education: The increase (20.98 per cent) was stated to ·be due to deposit of arrear 
receipts by non-Government colleges under Higher Education Department. 

' ' . 
(c) Irrigation: The decrease (23.79 p er cent) was stated to be due'to (i) super cyclone of 

. October 1999 and (ii) · 50 per cent remission and 50 per cent suspension of current 
demand of water rate granted by Govemm~nt. in 14_cyclone affected districts. 

(d) Police: The increase (1,6.76 per cent) was stated to be due to collection of arrears and• 
revision of pay scales. · 

ReasO!J.S for variations relating to Interest, Public Health, Sanitation and Water Supply, 
Irrigation, Navigation, Drainage and Flood Control Projects, and Others though called for 
(April 2000) have not been received (November 2000). 

Includes receipt of dividend of Rs.111 .14 crore under dividend head and Rs.17 .06 crore under other administrative services head. 

3 



Audit Report (Revenue Receipts) for the year ended 31 March 2000 

1.2 Non-implementation/delay in implementation of fiscal reform measures 
µnder Memorandum of Understanding (MOU) ~- ~--

The Government of Orissa and the Ministry of Finance, Government of India, agreed 
(April 1999) that the Central Government would assist the State Government to · get cut of 
overdraft on the condition that the State Government would implement certain specific time 
bound reforill: measures which were enumerated in a Memorandum of Understanding (MOU). 
These measures included certain steps for additional resource mobilisation and increase m 
user charges. 

·Audit scrutiny of the implementation of the MOU revealed the following p9sition: 

I Resource Mobilisation Measures 

According to the MOU, the State Government was require_d to implement the fo llowing 
measures including issue of Government orders by the dates specified against each: 

SI. Taxation,. ·Action to be taken Date by·which Present position 
No. measures action to be .taken 
I Rationalising Noti fication to be issued May 1999 Rationalisation of Sales Tax 

the current six undertaken as of February 2000 
rates of Sales raising , tax rates of certain goods 
Tax to three upwards. 

2 Introduction of Computerisation of procedure March 2000 Only training of officers on VAT has 
Value Added been undertaken. 
Tax (VAT) Training of officers March 2000 

Computerisation of accounts of December 200 I 
traders 

3 Kendu leaves Preparation of strategy paper July 1'999 Forest Department intimated in April 
trade to be and action plan 2000 to initiate action. No furth.~r 

restructured . prG[>rcss . 
4 Improve Upward · revision and June 1999 C:onsidt•?tion 

. . 
money, minimum 

excise rationalisation of license and guaranteed qi.. ~ntity and license fees 
administration minimum guarantee fees increased (April ~000) and Bihar 
and Orissa Excise Bill passed (August 
enforcement 2000) for improving Excise 

administration and enforcement. 
5 Rationalising Amendment bill to the Stamp June 1999 Amendment bill not yet introduced in 

stamp duty Act to be introduced i.n the the Assembly. 
Assembly. The amendment 
wou.ld emphasize among other 
things authorising Government/ 
designated authority in respect 
of fixation of benchmark 
valuation of land, col lection of 
deficient stamp duties instead 
of impounding documents. 
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Chapter-I General 

SI. Taxation Action to be taken Date by whicb Present position 
No. mea·sures action to be taken 
6 Introduction of Notification to be issued June 1999 Bill has been passed by the Assembly 

professional on J l.7.2000. Notification yet to be 
tax issued as of August 2000. 

7 Introduction of Noti fication to be issued June 1999 Notification issued with effect from 
Entrv Tax 1.1 2. 1999 

II Tax co11cessjous-deferrals and exemptious 

According to the MOU, the State Government had to bring out a paper outlining the strategy 
of phasing out tax concession to industries by 30 April 1999. The paper was to contain a 
detailed action plan for doing away with tax deferral to industries and for reducing tax 
concessions. The Government orders to do away with deferrals and reduce tax incentives at 
least by 50 per cent was to be issued before the end of May 1999. 

It was noticed that as against the target date of end May 1999, Government withdrew tax 
concession on deferment and tax exemption to industries under Indus.~rial Policy Resolution 
1989 (IPR-1989) and earlier IPRs with effect from August 1999. Deferment of tax was also 
disallowed to -industrial units with effect from January 2000 except those who are already in 
the pipeline. 

III User charges 

In accordance with the agreement, the Government of Orissa was to issue orders to determine 
user charges for social and economic service~ such as schools, college and university fees, 
water charges, health-care fees etc. Government was also required to enhance the user 
charges for secondary and college education by July 1999. It was, however, noticed that no 
action was ini tiated by the Government to ensure the same as of August 2000. 

Government stated (September 2000) that an increase by fifty per cent of irrigation water 
rates was under consideration of the Government while a provision has been made for 
automatic increase in water rate tariff for urban water supply at a rate of ten p er cent over a 
year subject to review after five years. It was further stated (November 2000) that proposal 
for user charges on educational and vocational studies was under consideration of 
Qovemrnent . 

5 



Audit Report (Revenue Receipts) for the y ear ended 31 March 2000 

I t .3 Variations between Budget Estimates and Actuals 

The variations between Budget Estimates of revenue for the year 1999-2000 and the actual 
receipts under the principal heads of tax and non-tax revenue and the reasons therefor as 
intimated by the respective department~e given below: . 

(Rupees in crore) 

SI. Heads of Revenue Budget Actual Variations 
,, 

Percentage of 
No. Estimates receipts Increase(+) variation 

Shortfall(-) 

Tax Revenue -
1 Sales Tax 1200.00 1107.55 (-) 92.45 (-) 07.70 

2 Taxes and Duties 13 1.00 127.20 (-) 03.80 (-) 02.90 
on electricity 

3 Land Revenue 63.00 50.46 (-) 12.54 (-) 19.90 

4 Taxes on vehicles 196.00 155.53 (-) 40.47 (-) 29.&5 

5 State Excise 130.60 114.82 {-) 15.78 (-) 12.08 

6 Stamp duty and 100.00 102.01 (+) 02.01 (+) 02.01 
· Registration fees 

Non-Tax Revenue 

7 Mines and 346.09 320.09 (-) 26.00 (-) 7.51 
Minerals 

8 Forest 110.00 95.78 ' (-) 14.22 (-) 12.92 

9 Education 13.62 15. 11 (+) 01.49 (+) 10.94 

10 Interest 20.00 19.46 (-) 00.54 (-) 02.70 . 
11 Police 08.00 10. 17 (+) 02.17 (+) 27.13 

(a) Sales tax: The shortfall (7.7 per cent) was reported to be mainly due to (i) recession in 
mines, automobiles and works contract sectors, (ii) diminishing demand for minerals 
in the market, ·(iii) nullification of section 13. AA of Oriss4 Sales Tax Act, 1947 by 
Hon 'ble Supreme Court in February 2000, (iv) diversion of trade in motor vehicle· 
sector to other States (Bihar and M.P.) in February and March 2000 due to adoption 
of floor rate from 4 per cent to 12 per cent which the above States have not adopted, 
( v) effect on the trade of the super cyclone of October · 1999 and (vi) uncertainty 
regarding withdrawal of incentives under IPR 1989. 

(b) Land Revenue: The variation ( 19.90 per cent) was stated to be due to (i) fixation of 
target at Rs.63 crore against demand for Rs.39.80 crore and (ii) sanction of 50 per 
cent remission and 50 per cent suspension in 14 districts affected by super cyclone. 

6 



(c) 

Chapter-I General 

Motor Vehicles Tax: The shortfall -(20.65 per cent) was stated to be due to want of 
staff and reduction of vehicle population at the border check gates alongwith less 
receipt of bank drafts relating to National Permits from other States, engagement .of 

· staff in Parliamentary and Assembly elections held. in the year 2000 and the super 
cyclone in coastal areas. 

It was however noticed in .audit that the shortfall.occurred despite an increase of 12.15 
per cent in the number ofvehicles on road during 1999-2000·as .compared to ·1998-99. 

(d) Mines and Minerals: The shortfall (7.5l'per cent) was attributed to fixation of·budget 
at 10.1 per cent higher than the previous year's collection figures whereas ·the rates of 
royalty was not increased during the year. To achieve the budget estimate, there 
should have been 10 per cent increase in dispatch of minerals but increase in _dispatch 
of mineral was only 2.23 per cent. · ' · 

(e) Forest: The shortfall (12.92 per cent) was reported to be, due to 'less payment of 
royalty by Orissa Forest Development Corpor!ltion on timber and bamboo along with 
less collection of minor forest produces. ·· 

'(/) Education: The increase. (10.94 per cent) was due to deposit of arrear receipts by non­
Gove~ent colleges under Higher Education Department. 

(g) Police: Tbe variation (27 .13 per cent) was stated·to be due to collection of arrears and 
revision of scales of pay. · 

Reasons for variations relating to State Excise and Interest though called for (April 2QOO) 
have not been received (November 2000): ' 

It was evident that the wide variation between Budget Estimates and Actual Receipts 
reflected a lack of adequate assessment of actual receipts and the possibilities of additional 
resource mobilisation as the Budget Estimates were . being framed without any specific 
assessments of receipts from the respective admin.istrative departments concerned. 

I t .4 . A.nalysis .. of Collection 

The break up of the total collections (at th~ pre-assessment stage and after regular 
assessment) of Sales Tax during the year 1999-2000 and the corresponding figures for the 
preceding tWo years as furnished by the departtpent are given below: 

7 



Audit Report (Revenue Receipts) for the year ended 31 March 2000 

1 Ruoees in crore) 
· Year Amount Amount collected Amount of Amount Net Percentage 

collected at pre- after regular arrear demand refunded collection of of 

·- assessment stage assessment collected tax col. 2 to 6 

1 2 3 4 5 6. 7 
1997-98 883.62 35.50 14.74 10.83 923.03' 96 
1998-99 977.89 3 1.55 18.05 55.6 1 97 1.88 .. 10 1 
1999-2000 I 083.06 28.3 1 15.19 27.49 1099.oi·· 99 

The position of revenue collected by Sales Tax Depa~1ent as detailed abo-ve revealed that 
the collection ofrevenue at pre-ass~ssment stage ranged between 96 and 10} per cent during 
last 3 years ending March 2000. 

I t .5 Cosl of Collection 

The gross collection 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 along with the relevant all India average percentage of 
expenditure on collection to gross collections for 1998-99 are given below: 

* 

** 

r 

l'Run ees 

Heads of Revenue Year I ~ Gross Expenditure Percentage 

1 

2 

3 

4 

collection on collection of 
expenditure 

to gross 
collection 

Sales Tax 1997- 1998 925.08 14.96 1.62 
1998- 1999 971.09 21.52 2.22 
1999-2000 1107.55 20.70 1.87 

Taxes on 1997- 1998 141.78 3.29 2.32 
vehicles 1998- 1999 143. 18 2.7 1 1.89 

1999-2000 155.53 7.40 4.76 
State Excise 1997- 1998 105.80 7.83 7.40 

1'998-1999 109.67 11.69 10.66 
1999-2000 114.82 11.16 9.72 

Stamp duty and 1997-1998 76.77 7.29 9.50 
Registration 1998- 1999 87.59 10.92 12.47 
fees 1999-2000 102.01 14.41 14.13 

The difference of Rs.2.05 crore (Rs.925.08 crore - Rs.923.03 crore) is yet to be reconciled. 

'nle difference of(-) Rs.0.79 crore (Rs.971.09 crorc - Rs.971.88 crore) is yet to be reconciled. 

i 11 crorc) 

All 'India 
aver age 

percentage for 
the year 
1998-99 

1.40 

3.22 

3.25 

5.45 

The difference of Rs.8.48 crore ( Rs. I I 07.55 crore - Rs. I 099.07 crore) is yet to be reconciled (November 2000) 
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Chapter-I General 

The expenditure on collection of Sales Tax, State Excise and Stamp Duty and Registration 
Fees as a percentage of total collections under the respective heads is higher as compared to 
the national average. 

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

I. Sales Tax 865.38 832.71 218.02 The stages of arrears was as under: 

(a)-Demands covered by 133.94 
Certificate proci:edings/ 
Tax Recbvery proceedings 

(b) Demands stayed by 

(i) Supreme Court/ High 332.18 
Court 

(ii) Departmental authorities . I 190.39 

( c) Other stages 

(i) Under third party notices 22.42 

(ii) Under show cause notices 149.73 

(d) Amounts likely to be 4.05 
written off . 

Total 832.71 

2. Taxes on 42.68 43.12 Item-wise breakup was as under:-
vehicles 

i) Orissa State Road Transport 
· Corpora.tion 26.02 

ii Private vehicle . 17.10 

Total 43.12 

3. Land 13.60 20.87 The realisation has been suspended by Govt. 
Revenue in 14 cyclone affected districts. 

Item-wise breakup was as follows: 

(a) Rent 2.01 

(b) Cess 6.34• 

(c) NistarCess 0.14 

(d) Sairat .4.26 

e Misc. Revenue 8.12 

Total 20.87 

4. State NA 6.96 Specific action taken to effect the 
Excise· recovery has n ot been furnished. 

However, the stage-wise position of · 
arrears was as under: 

a) Demands covered by 2.40 
certificate proceedings 

9 

•. 



Audit Report (Revenue Receipts) for the year ended 31 March 2000 

b) Demands stayed by 2.63 
High Court/ other 
judicial authoritie.s. 

c) Demands stayed by 0.31 

Departmental authority 
of Government , 

0.05 d) Amounts likely to be 
.written oflincluding 
deposited amount of 

. Rs.2.80 lakh 
e) . Other stages of 1.57 

recove 
Total 6.96 

. 5. Forest 57.94 45:64° Figures of I 0 Divisions were not 
~ 

furnished. The item-wise details in 
respect of I 7 divisions was as under:-
(a) Fcire~t Lease 8.44 
(b) Kendu Leaves 0.15 
c OFDC 37.05 

Total 45.64 
6. Mines and 31.84 28.97 ' 1.75 The stages of recovery was as un.der: 

Minerals (a) Demand covered by 4.14 I 
certificate proceedi.ngs 

I 

(b) Demand stayed by 0.20 
High Court/Other 
Judicial Authorities 

(c) Amount likely to be 0.71 
written off 

d Recoverable amount 23.92 

Total · ~8.97 
7. Irrigation NA\ 11.15 The realisation has been suspended by 

(WR) Govt. in 14 cyclone affected districts. 
Item-wise breakup was as follows :-

(i) Compulsory Basic 8.26 
Water Rate 

(ii) Fluctuating Water rate 1.54 
iii Non-Irri ation 1.35 

Total 11.15 

1.•. 

* Arrears relatin~ to 17 divisions only out of27 divisions. 

10 



8.0ther 
Depart­
mental 
Receipts 
(Rent) 
G.A. . 
Deptt. 

9. Interest 

. NA 

26.01 

( 

76.94 

11 

Chapter-/ General 

Item wise break up was as under :­
Residential Buildings 
1. M.L.A's and Ex. 0.30 

· M.L.A's 
2. ·Boards and 0.36 

Corporation 
3. Private parties 0.32 
4. Retired Govt. Servants 2.32 
5. Transferred Govt. 1.07 

Servants 
6. Certificate cases 
7. Central Govt. employees 

,, occupying State Govt. Qrs. · 
and. water tax ' 

8. Usual House Rent 
9. 'Recovery stayed by High 

Court and other judicial 
authorities 

0.04 
1.14 

0.11 
1.69 
0.02 

Non-Residential Buildin s 0. 75 
Total s.n 
1.Co-operatlen Department: 5::.17 
More than Rs.2 lakh in each case (16 
cases involving Rs.51.88 crore). lhe 
reason for outstanding was stated.to be 
the poor fi.nancial condition of the co- · 
operative institutions. 
2.lndustry Department 24.77 

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

0.21 
Industrial Development Corp. 

6.06 
Film Development Corp. 0.05 
Orissa Instruments Co. 0.19 
Orissa State Financial Corp. 

State Aid Rura~ lndu~tries 
Program loanees 
SalesTax loanees 
Electricity Duty loanees ' 
Pancha at Samiti Industries 
Total 

11 .02 

0.9~ 
3.79 
2.1 1 
0.39 

24.77 

I 
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Audit Report (Revenue Receipts) for the year ended 31 March 2000 

I . 

The details of Sales Tax assessment cases pending at the beginning of the year, cases 
becoming due for assessment during the year, cases disposed of during the year and the 
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: 

1995-96 1,85,522 4,27,458 1,79,846 2,47,612 42 

1996-97 2,47,612 1,87,650 4,35,262 1,68,837 2,66,425 39 

1997-98 2,66,425 1,82,857 4,49,282 1,68,521 2,80,761 38 

1998-99 2,80,761 1,86,439 4,67,200 1,55,498 3,11 ,702 33 

1999-00 3,11,702 1,84,660 4,96,362 1,49,044 3,47,318 30 

It would be seen that the number of outstanding cases went up from ·247612 at the end of 
1995-9fr to 347318 at the end of 1999-2000 registering an increase from 58 per cent in 
1995-96 to 70 per cent in 1999-2000. It was also noticed that the department could not even 
dispose of the cases which became due during the year. 

The number of cases of evasion of tax detected by the Sales Tax department and assessments 
finalised during 1999-2000 are given below: 

A. (i) 

(ii) 

B. 

c. 

Cases pending as on 31 March 1999 

Cases detected during the year 1999-2000 

Total 

Cases in which investigations were dropped/ 
assessments completed during the year 1999-2000 

Cases which w~re pending at the end of the year 
(i.e., 31 March 2000) 

Number of cases · 

) 5,856 

2,483 

18,339 \ 

4,243 

14,096 

The revenue involved in these cases was not furnished by the department. It would be seen 
from the above that the disposal of detected cases was very low (23 per cent). 
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Chapter-I General 

I .t.9 - -~ - R;esults of Audit - -I 
Test check of the records of Sales Tax, Motor Vehicles Tax, 1Land Revenue, State Excise, 
Forest, Mines and Minerals and Other Departmental offices conducted during the year 
1999-2000 revealed under-assessment/short levy/loss of revenue etc. amounting to. 
Rs.417.33 crore in 4,01,773 cases. During the course of the year 1999-2000, the concerned 
departments accepted tinder-assessment etc. of Rs.38.60 crore involved in 28,579 cases 
which were pointed out in 1999-2000 and in earlier years. 

This report contains 30 paragraphs and 4 reviews involving financi:il effect of Rs.260.05 crore 
of which Rs.6.15 crore has been accepted by Government/Department. Recovery made in 
these cases amounted to Rs.0.64 ·crore up ·to August 2000. Audit observations with a total 
revenue effect of Rs.2.15 crore have not been accepted by the Department/Government but 
their contentions being at variance with the facts or legal position have been appropriately 
commented upon in the relevant paragraphs. _Replies in the remaining cases have not been 
received (November 2000). 

Audit observations on incorrect assessments, short levy of taxes, duties, fees, etc. as also 
defects in the maintenance of initial records noticed during audit and not settled on the spot 
are communicated to the heads of offices and other departmental authorities "'through· 
inspection reports. The heads of offices are required to ·furnish ·replies to the inspection 
reports through the respective heads of departments within a period of one month. 

The number of inspection reports and audit observations relating to revenue receipts issued 
up to 31 December 1999 which were pending settlement by the departm~nts as on 
30 June 2000 along with corresponding figures for the preceding two years are given below: 

;'" --: - -· 199$, . , ,, __ ""1999 . '.'..:·!2000 • ...... -· ... - - . .. .. ~ " 
1. Number of inspection reports 2896 3576 3769 

pending settlement 
2. Number of outstanding audit 10032 11558 12087 

observations 
3. Amount of revenue involved 335.04 395.74 666.67 

(in crore of rupees) 

Department-wise break up of the inspection reports and audit observations outstanding as on 
30 June 2000 is given below: 

13 
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Audit Report (Revenue Receipts) for the year ended 31 March 2000 

R a oees in cro re) 
Department Nature of Numbel"of Amount of 1111 Year to Numberoq 

receipts outstandine receipts which Inspection 
·, I nspection Audit involved observations Reports 
Ii reports obser- relate to which . 

.vations ; ' even first 
'~ I • 

' "' 
I I : replies have . 11 ~ 

not been 
l ' ' 

' received 
I. Finance Sales Tax 602 2394 129.87 1972-73 to 37 

1999-2000 
Entertainment 160 180 0.95 1973-74 to 9 
Tax 1999-2000 
Luxury Tax 8 n 0.37 1997-98 to . 5 

19.99-2000 
2. Commerce Taxes on 282 3254 4 1.63 1970-71 to 15 

and : vehicles 1999-2000 
Transport Taxes on goods 70 237 1.09 1973-74 to --
(Transport) and passenger ·1987-88 

3 .. Revenue and Land Revenue ·10 17 2345 53.33 1997-98 to 77 
Excise 1999-2000 

Stamp Duty 270 323 10.94 1976-77 to 46 
and 1999-2000 
Registration 
Fees 
State Excise 227 607 32.67 1973-74. to 11 

1999-2000 
4. Forest and Forest Receipts 555 1"589 13 1.48 1967-68 to 24 

Environment 1999-2000 
5 Steel and Min ing JOO 191 16.96 1974-75 to I 

Mines Receipts 1999-2000 
6. Others Departmental 478 956 247.38 1977-78 to 14 

Receiots 1999-2000 
Tota l . 3769 12087 666.67 1.11 239 

Given the huge pendency and the amount of revenue involved, it is recomm ~nded that 
Government should look into this matter and ensure -that effective steps are taken (a) for 
action against officials who failed to send replies to Inspection Reports/Paras ''S per the 
prescribed time schedule, (b) to raise demand and realise the short levy/non-levy of tax, fees, 
duties and arrears of revenue etc. in time bound manner and (-c) to ensure proper response to 
the audit observations by the departments concerned. 

Government stated (November 2000) that steps had been taken to review the pending 
inspectiorr reports and audit observations. A Monitoring Cornillittee had been formed in most 
departments and an apex committee was being constituted. 

14 
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Chapter-I General 

t-1'.ll(a) lte,peqse of ttie Departments t_q;;J)raft.·All~it :Pflragr~phs . 

Government of Orissa, Finance Department, in . their circular memorandum (May 1967) 
instructed. various departments of the Government to submit compliance to .the draft' audit 
paragraphs floated by the Accountant General (AG) for inclusion in the Audit Reports of the . ...._ 
Comptroller and Auditor General (C&AG) within six weeks from the date of receipt of such; 
draft audit , paragraphs. The above instructions were reiterated (December 1993) while · 
accepting, the .recommendation of the High Power Committee on response of the State· 
Governments to the Audit ·Reports of the C&AG. The draft paras (DP) are normally 
forwarded ·by th~ AG to the Principal Secretary/Secretary of the administrative Department 
concerned through demi-official letters seeking confirmation of the factual position and 
comments thereon within the stipulated period of 6 weeks . . . : 

Seventy one draft paragraphs being considered for inclusion in this Report were demi­
officially forwarded to the Secretaries/Principal Secretaries of the concerned departments 
during"March-May 2000 with a request to verify the factual position and offer comments 
thereon. Demi-official reminders were also issued at the expiry of six weeks time in each 
case. Th~ position of response to the draft paras are detailed below: 

~o.o( draft patas ·No. of draft.paras in .,'.'No. of draftl',paras 
. (o~arded resi}ect'Of.wJiichl j iq w~ich·tepli~ ~ 

· includin re\lfew re lies were r.ec~ved we're not received 
26 26 Nil 
01 01 Nil 
01 01 Nil 
17 16 01 
11 Nil 11 

6 05 01 04 
7 06 06 Nil 

8 .. 04 01 03 

52 19 

While the Finance, Energy and Mining and Geology Departments have responded to all the 
draft paras issued to them, no response was received from the Department of Revenue in 
respect of paras relating to Land Revenue, Stamp Duty and Registration Fees. The Forest 
Department and the Excise Department have responded' to one para each out of 4 and 5 paras . 
issued to them respectively. 

Government stated (November 2000) that the concerned departments had been requested to 
e_xpedite submission of compli.ance to draft audit paragraphs. 
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Audit Report (Revenue Receipts) for the year ended 31 March 2000 

Finance Departmenhnstructed (May 1967 and May 1968) all departments of the Government 
to take suo motu action to verify the facts and figure mentioned in the Audit Reports 
pre~ented before the State Legislature and submit a comprehensive note covering all aspects 
of the cases in the Audit Paragraphs to the Public Accounts Committee (PAC) soon after 
receipt of the Audit Report. In December 1993, the Finance Department further instructed 
that the departments should submit explanatory notes on paragraphs included in the Audit 
Reports indicating the action taken or proposed to be ·taken within a period of three months 
without waitinffor any notice or call' from PAC. Since the Audit Reports of the· Comptroller 
and Auditor General of India (Revenue Receipts) represent the culmination of the process of 
statutory audit starting with initial inspection of the accounts records maintained in various 
offices under departments of Government, it is imperative that they elicit appropriate an~ 
timely response from the Executive as a measure of rectification of errors noticed in audit and 
to safeguard ~~~ interest:; of revenue. 

It was noticed that though the Audit Reports (Revenue Receipts) of the Comptroller and 
Auditor General relating to the State for the years 1989-90 to 1997-98 were presented to the 
State Legislative Assembly in December 1991, October 1992, April 1993, April 1994, 
June 1995; July 1996, April 1997, July 1998 and July 1999 respectively, five departments did 
not submit suo motu explanatory notes on 273 paragraphs/review paragraphs to the _PAC for 
examination of the cases as tabulated below: 

1990·91 68 37 31 ' 15 02 04 06 04 .. 
1991-92 63 51 12 05 07 
1992-93 54 21 33 19 07 07 
1993-94 44 03 41 10 16 03 07 02 03 
1994-95 47 06 41 14 02 12 05 05 03 
1995-96 40 40 13 10 04 06 04 03 
1996-97 36 36 09 01 II 03 04 03 05 
1997-98 38 10 01 12 04 03 03 02 03 

<!J'otal . ~73 71 "' 0$ OJ 80 36 . "45 09 09 17 =' 

The break up revealed that the non-compliance to audit paragraphs stood at 59.48 per cent of 
total paras presented to the Assembly during the above period. Lack of follow up action on 
Audit Reports by the Departments resulted in non-realisation of substantive revenue to the ~ 
State besides recurrence of similar errors every year. 

\ 
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Chapter-I General 

Government stated (November 2000) that the concerned departments had been requested to 
take prompt action and submit explanatory notes to the Public Accounts Committee for 
examination. . 

\ 1.lt{c) kesponse of the departments to PAC ~eports/ Recommendat ions 

The Orissa Legislative Assembly (OLA) Secretariat issued instructions (May 19.66) to all 
departments of the State Government t~. submit notes showing action taken by the 
Government on various suggestions, observations and recommendations made by the Public 
Accounts Committee (PAC) for their consideration within six months after presentation of 
the PAC Report to the Legislature. The above instructions were reiterated· by Govemrnept in 
Finance Department in December 1993 and by the OLA Secretariat in January 1998. The 
PAC Reports/recommendations are the principal medium by which the Legislature enforces 
financial accountability of the Executive to the Legislature and it is appropriate that they 
elicit timely response from the departments in the form of Action Taken Notes (ATNs). 

However, it was noticed from the PAC reports submitted during 101
h and l l 1h Assembly. that 

36 Reports containing 265 paras/recommendations were presented by the PAC before the 
Legislature during February 1991 to December 1997 after examination of the Audit Reports 
(Revenue Receipts) of 14 Departments for the year 1985-86 to 1992-93 as detailed below: 

SI. Name of the PAC Report NoJ Date of ~ Department to which it . No. of pa ras Reference to Audit 
No. Phtcement in Assembl~ . t· Rennrls (R/R) : AsseJ11bly relates ·outstandln 

I I Olh 4•h/27.02. I 99 I · Revenue and Excise 21 1985-86 -
2 I 1 'h/30.03. 1992 Steel and Mines 04 1987-88 -
3 I 21h/30.03. I 992 Home 01 1986-87 
4 l)'h/ 12. 11. 1992 Fisherv and ARD 04 1986-87 
I-

23'd/23.03. I 993 5 Housing and UD 01 1987-88 
I-

251h/23.03. I 993 '6 Irrigation 01 1987-88 
~ 

28'h/23.07. I 993 7 Energy 03 1986-87 & 1987-88 
8 29'h/23.07. I 993 Enemv 02 1988-89 & 1989-90 
I-

30'h/ l I. l I. I 993 9 Commerce and Transport 16 1986-87 
I-

32''d/l l.I 1.1 993 10 Commerce and Transport 05 1988-89 
11 33'd/ l l.l l. l 993 Commerce and Transport 03 1989-90 
12 34'"/ 11. 11.1993 Commerce and Transoort 29 1990-9 1 
I-

41 ''129.12. 1993 13 Enernv 04 1990-91 
I-

461h/25.03. I 994 14 Education 02 1990-91 
I-

50'h/25.03. I 994 15 Irrigation 02 1988-89 & 1989-90 
16 54th/27.09. l 994 Water Resources 01 1990-91 

J.l__ 59'h/2 l.l 2. I 994 Forest & Environment 18 1986-87 
18 60'"121.12. 1994 Forest & Environment 13 1987-88 
I-

t9 61 "/21 . 12.1994 Forest & Environment 05 1988-89 
I-

20 62"d/2 I. I 2. I 994 
-

Forest & Environment 16 1989-90 
t---

63'd/2 I. I 2. I 994 21 Forest & Environment 16 1990-91 . 
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Departmenv o whicli it 
relates 

22 I I '11 5°11
/ 14.03 .1996 Sto.:d & Mines 03 

23 7°11/16.03' 1996 Finance 14 
24 8111/ 1 6 .03~1 996 Sto.:d & Mino.:s 05 
25 13° 11/22.03. 1996 Steo.:1& Mino.:s 08 
26 14°11/22.03. 1996 Forest & Environ111ent 14 1991-92 
27 15111/22.03. 1996 Revenue & Exciso.: 18 1986-87 
28 19'"13 1.07.1996 Finance 10 1987-88 
29 20• 1113 1.01. 1996 Agriculturo.: ' 01 1988-89 
30 2 I " /3 1.07. 1996 I lo111e 03 1988-89 
31 25' 11/27. 11. 1996 Financ.: 13 1988-89 
32 27'11/27. 11.1 996 Law 01 1988-89 & 1990-91 
33 32"d/27. I 1.1 996 l-101110.: 02 1987-88 
34 43'd/29.03. I 997 11 01110.: 01 1991-92 & 1992-93 
35 48111/08. 12. 1997 Enerl!. ' 02 199 1-92 
36 49'h/08. 1"2.1997 Eno.:rgv 03 1992-93 

265 

However, no A TN have been received from the departments so fa r. Thus, the very pmpose of 
placement of the Audit Reports m the Legislature and their examination by the PAC 
remained unfulfill ed. 

. . 
Government stated (November 2000) that the concerned departments were being requested to 
act upon the. Reports/Recommendations" of the ,Public Accounts Committee and submit 
Action Taken Notes immediately. 

'. 
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( CHAPTER-2 : SALES· Tii) 

Test check of assessments and refund cases and connected documents of the Commercial Tax 
offi ces during 1999-2000 reve?led under-assessment of tax, loss of revenue etc. amounting to 
Rs. 197.38 crore in 499 cases which may broadly be categorised as under : 

SI. 
No. 

Under-assessment of tax due to 116 5.54 
application of incorrect rate 

2 Incorrect grant of exemption · 1.00 8.04 

3 Short levy of tax due to incorrect 128 6.37 
computation of taxable turnover 

4 Non-levy of Interest 17 0.24 

5 Non-levy of surcharge 16 0.05 

6 Others 12 1 12.63 

7 Review on " Collection of arrears 164.5 1 
of Sales Tax" 

Tot.JI. 

During the year 1999-2000, the department accepted under-assessment etc. of Rs.12.89 crore 
in 365 cases out of which 13 cases involving Rs.34 lakh were pointed out in 1999-2000 and 
the rest in earlier years. · 

A few illustrative. cases highlighting important audit observations involving Rs.4.08 crore and 
findings o f a rev iew on " Collection of sales tax arrears" involving Rs.164.5 1 crore are 
mentioned in the following paragraphs. 
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Audit Report (Revenue Receipts) for the year ended 31 March 2000 

I 2.2 Coll~etion of Sales Tax Arrears 

2.2.1 Introduction 

The levy and collection of sales tax are governed by the Orissa Sales Tax (OST) Act, 1947, 
the Central Sales Tax (CST) Act, 1956 and the rules framed thereunder. A registered dealer is · 
required to submit periodical returns in the prescribed manner to the assessing authority 
alongwith proof of payment of tax. After fi nalisation of the assessment, the assessing 
authority issues a demand notice specifying the additional amount of tax due which is · 
payable within a period of thirty days of receipt of the demand notice. In the event of fai lure 
to deposit the tax demanded, tax certificate proceedings under the Orissa Public Demand 
Recovery Act, 1962, (OPDR) is to be instituted for cases within the State. For cases ~utside 
the State, Revenue.Recovery Certificates are issued .under the Revenue Recovery Act, 189() · 
to the Revenue Recovery Authority. 

The total arrears in sales tax collection at the end of the financial years 1995-96 to 1999-2000 
vis-a-vis the sales tax collected are as follows: 

(Ru P 'e es in er or e ) 
Year Sales Tax Sales Tax Perceofage of arrears to the 

CQllected arrears revenue collected 

1995-96 716. 10 722.36 100.87 

1996-97 893.5 1 786.42 88.01 
' 

1997-98 925 .08 97 1.92 105.06 

1998-99 97 1.09 865.38 89. 11 

1999-2000 1107.55 832.7 1 75 .18 

The arrears during the period. of 1995-96 to 1999-2000 varied from 75.18 per cent to 105 .06 
per cent of the sales tax revenue collected in those years. 

The year-wise ·analysis of sales tax pending for. collection as on 31.3 .2000 'as reported by the 
CCT Orissa (August 2000) is given below: 

(Rupe es in c ror e ) 
Year OST CST Total 

Up to 1995-1996 202. 16 10 1.7 1 303.87 

1996-1997 51.43 51.54 102.97 

. 1997-1 998 144.57 34.86 179.43 

1998-1 999 51.35 27.34 78.69 

1999-2000 127.04 36.66 163.70 

Total ,., 576.55 J 252.11 828.66"' 

& Excluding Rs.4.05 crore proposed to be written off. 
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Chapter- II Sales Tax 

Out of the total or Rs.832.7 1 crore pending col lection as on 31.3.2000, an amount of 
Rs.496.48 crore was pending in departmental proceedings. Rs.332.18 crore was under 
litigation in the Supreme Court/High Court and Rs.4.05 crore was under the process of being 
written off. 

2.2.2 Orwmisatio11a/ set up 

The assessment and collection of sa les tax is administered by the Commissioner of 
Commercial Taxes (CCT) Ori$sa who is ass isted by Commercial Tax Officer (CTO) and 
Additional Commercial T¥ Officers (Addi. CTO) working in various circles. The 
Asst.Commissioner o f Commercial Taxes (ACCT) and Additional Asst.Commissioner of 
Commercial Taxes (Addi.ACCT) posted in the ranges also carry out assessments in course or 
disposal o f appeals. However, the function of collection or arrears rest with the CTOs and 
A~dl.CTOs. The assessing officers also act as Tax Recovery Officers (TRO). 

2.2.3 Scope of audit 

With a view to evaluating the effi cacy of the departmental machinery for collecti'on o f Sales 
Tax arrears, records pertaining to 7° out of 29 assessment Circles, 4 •• out of 9 Ranges and 
oCftce of the CCT were test checked in audit during the period from August 1999 to March 
2000. The records of twelve certificate officers· · · or the Revenue Department were also test 
checked in connection with the certi fi catc cases. 

2.2.4 Hioft/ioftts 
b b . 

•:• Test check of seven circles revealed improper maintenance of records leading to 
under reporting of arrears of Rs.18.30 _crore. 

{Para-2.2. 6} 

•:• Arrears amounting to Rs.26.58 crore were pending for collection in 7,198 cases 
under Tax Recovery proceedings for periods ranging from one year to twenty two 
years. 

l3hi1ba11csw~r-I . 13hubancswar-l I. Cuttack-11. Gan.iam-1 11 . K~l>n.ihar. Kuraput-1 .. and Sa111halpur-I. 

Cuttack-11. Gan.1<1111. Koraput and Sambalpur 

{Para-2.2. 7.1} 

IJarhil. Ucrhampur. Uhub:mcswar. Champua. Chatrapur. .lq pore. Kcndrapara. Knraput. Malkangin. Nawarangpur. 

Parlakhemundi and Sa 111halpur. 
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•:• Arrears amounting to Rs.10.07 crore in t',302 cases were pending collection under, 
third party notices for l to 23 years and reasons for delay in collection were 
attributed to pressure of work in the department. 

{Para 2.2. 7.4) 

•:• Arrears amounting to Rs.49.76 crore in 12,~4 cases were pending collection under 
show cause notices for 1 to 27 years. ', · 

{Para 2.2. 7.5) 

•:• Collection of arrears of Rs.58.06 crore in 4,578 cases was held up due to stay granted 
by departmental officers of which arrears of Rs.15.37 crore·in 2,278 cases wen~ held 
up for more than three years due to non-vacation of stay orders ·· granted by 
departmental authorities. 

I 

{Para 2.2.8} 

•:• Non-adherence. to extant instructions regarding disposal of appeals within 
prescribed time frame led to non-settlement of appeal cases involving demand of, 
Rs.389.46 crore. 

{Para 2.2.9(a)} 

•:• Non-initiation of collection proceedings and inaction/improper action of the 
assessing officers resulted in loss of revenue of Rs.88 lakb. 

{Para 2.2.JO(a)} 

2.2.5 Estimates of Arrears and Actual Collection 

Position of arrears at the beginning of the year, co llection of arrears estimated by the CCT 
Orissa and actual collection of anears as reported by the CCT Orissa fo r the year 1995-96 to 
1999-2000 are as fo llows: 

(Rupees in crore) 

Year Arrears at Collection of Percentage Actual (-)Shortfall · % ageot: 
the arrears estimated of Col. 3 to collection of (+)E-xcess shortfall/ 

beginning by the CCT, Col. 2 arrears excess in 
of the year Or issa in the -collection 

Bud~et Estimates col.6 to3 
(1) (2) (3) (4) (5) (6) (7) 

1995-96 566.45 37.75 6.66 16.41 (-)21.34 (-)56.53 
1996-97 722.36 37.00 5.12 63.64 (+)26.64 . 1+)72.00 
1997-98 786.42 48.00 6.10 14.74 (-)33.26 (-)69.29 
1998-99 971.92 19.20 1.98 18.05 (-)1.1 5 (-)5.99 
1999-2000 865.38 19.69 2.28 15. 19 (~)4.50 (-)22.85 
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It wo uld be seen that though the coll ecti ons during a year were estimated at a low 1.98 per 
cent to 6.66 per cenr of the arrears at the beginning of the year. the actual co ll ecti on of arrears 
was even less w ith the shortfa ll ranging from 5.99 per cent to 69.29 per cenr . 

2.2.6(a) lmpraper 111ai11tena11ce of records 

The dues remaining unpaid at the end of a yea r a re carried fo rward to the Extract Demand 
and Collecti on Registers which fo rm the basic record to show the pos ition of pendency and 
collection of arrears. Subsidiary registe rs are a lso required to be maintained to watch disposai 
of d ifferent proceedings initi a ted to co ll ect the arrears. Standing orders of CCT (July 1962) 
required that concerned assessing officers should review these registe rs every month with a 
v iew to ensurin g their correctness. Scruti ny of the records maintai ned in the seven circ les test 
checked disclosed that deta il s in most of the cases of penalties levied, interest charged . 
proceedings in itiated to coll ect the arrears. col lections made etc. were no t posted in the 
Extract Demand and Collection Registers and subsidiary registers to reflect the current 
pos ition of the arrears. T he Registers were neither c losed regu larly nor reviewed by the 
assessing officer every month so as to refl ect a true position of the arrears in the monthly 
progress report (MPR) submitted by the circ le officers to the CCT, Orissa . 

(b) Under-reporting of arrears 

Check of subsid iary registers of seven circ les w ith their Monthly Progress Reports (MPRs) 
submi tted to the CCL Orissa d isc losed that the arrears repo rted in the M PRs d iffered widely 
from the position bori1e in the re levant registers"' as on 3 1 March 1999. This resul ted 111 

under-rep.orting of arrears to the tune of Rs. 18.30 crore as shown under. 

Name of the 
circle. 

Bhubaneswar-1 
B'hubaneswar-11 

C uttack-11 

ur-1 

· :Arrears as, per 
regis,ters Of the 

ciiicles 

24.53 
39.54 
2 1.89 

6.24 
7 .06 

32.00 
13.23 

144.49 

( Ru 

Arrears as 
reP,o.i;,ted iii the 

MP Rs 

19.66 
26.48 
16.82 
4.96 
9.47 

34.70 
14 . 10 

126.19 

+ Register under Scctinn- I 3(Sl lll'thc OST Act. Register under Ruk-1 (1(2) of the CST(Ol Rules. Reg.1s1er under Scctio11-l :J-/\( I l or 

the OST Act. Register or Stay cases and Reg1s1cr nl" J'a-.; Recovery Proceedings to ll'atd 1 the collection or arrears lying. a1 various 

slagcs 

I 
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2.2. 7 Pe11de11cy of arrears at various stages 

2.2. 7. 1 Collectio11 of arrears tflrougll Ta.\.· Recove1y Procedure 

Tax or any other amount due under the OST/CST Act remaining unpaid after the clue elate in 
pursuance to notice is recoverable in accordance with the schedule fo r Procedure fo r 
Recovery of Tax. 1976. The assessing officer is required· to issue ·a certifi cate in Form-1 
specifying the amount due from the asse.ssee or any other person. The TRO on receipt of 
certificate. serves upon the defaul ter a noti ce in Form-2 reqqiring the defaulter co pay the , · 
c.mount within the period specified in the notice fa iling which the ·TRO shall proceed to 
reali se the amount by attachment and sale of the defaulter' s movable/immovable property or 
by arrest of the defaulter and his detention. 

Test. check of Tax Recovery case registers of seven circles revealed that tax. penalty and 
incerest ap1ounting co Rs.26.58 crore were pending fo r collection as on 31.3. 1999 due to non­
disposal of 7,198 recovery proceedings as derail ed below:-

IRun ccs j II crorc) 

Name of the Circle Period of nendencv No. of uroceedin2s . A moll nt of.arrears involved 
Bhuban..:swar-1 I 977-78 lo I 998-99 504 4.30 
13h ubancswar-1 I I 977-78 lo I 998-99 73 1 5.81 
Cuuack- 11 1976-77 lo 1998-99 2943 7. 19 
Gani?im-111 1977-78 lO 1998-99 1073 l. .tO 
Kconihar 1977-78 lo 1998-99 476 1.07 
Koranu1-I 1977-78 lo 1998-99 378 1.45 
SambalDur-1 1977-78 lo 1998-99 1093 5.36 

Total <''·• ·- 7 198 . 26.58 

The period of pendency ranged from I to 22 years. Out of the above. 66.39 per cent of the 
cases (4.779 cases) involving Rs.10.67 crore were pending for more than five years. 7.89 
per cent of the ca!>es (568 cases) involv ing Rs.2.28 crore fo r more than three years and L 4.96 
per cenl of the cases ( I 077 cases) involving Rs.5.93 crore were pending fo r more than one 
year. 

On being pointed our in audit. the CTO, Cuuac k-1 l circle attri buted (September 1999) the 
reasons co pre-occupation of the officers with achievement or targets fo r co llection of 
revenue. completion of assessments nearing time bar and non-avai lability of property 
parri culars of the defaulters. The CTO. Bhubaneswar-1 circle attributed the penclency of the 
proceedings to closure of business and shifting of dealers to other States. The ·replies in other 
cases have not been received. The reasons attributed fo r the pendency are no't tenable as 
collection of arrears are part of the normal duties of the assessing officers. 

A few illustrative cases where the assess ing officers have not taken adequate action fo r 
recovery of revenue are as under: 
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(a) In Sambalpur-1 circle, a company which was declared sick in 1987 was allowed 
incorrect deferment of tax and surcharge amounting f o Rs. 1. 14 crore (tax Rs. I . I I crore and 
surcharge Rs.0.03 crore) for three years from .1 Sep'·ember l 99C to 31 August 1993 by the 
assessing officer as no notification to that effec t as re-;i uired under the OST Act was is$1.1ed by 
the Government. Scrutiny of assessment records revealed that the company co llected. tax 
amounting to Rs.1.52 crore (excluding surcharge which was not collectable) during the 
period of deferment against which an amount of Rs.0.41 crore was repaid (between January 
1994 and June 1994). The company stopped its operation in May 1997 and its registration 
certificate was cancelled in April 1998. The tax recovery proc~edings for Rs. I .03 crore to 
attach the property worth Rs. 1.15 crore were initiated (February 1996) without consent of 
Board of lndustrial and Financial Reconstruction (BIFR). The action of the department was 
challenged by the company in the Orissa High Court. The High Court restrained (March 
1996) the assessing officer from passing final orders for sale of property and BIFR also 
ordered (Apri l 1996) to suspend all coercive action and vacati9n of attachment orders. It was 
observed in audi t that the incorrect defe rment allowed by the assessing officer without 
Government notification led to non-recovery of Rs. 1.14 crore. Had the deferment not been 
granted, the revenue could have been recovered from the company since it was in operati.on 
till May 1997. 

(b) In Keonjhar ci rcle, a dealer who was granted Registration Certifi cate in March 1988 
purchased paper either tax free or at concessional rate of tax during 1988-89 to 1992-93 fo r 
the manufacture and sale of exercise books. During the course of departmental investigation, 
it was fo und that the dealer had resold the material as such without going into manufacturing 
process and the registration of the dealer was cance lled in September 1992. The dealer was 
assessed between October 1992 and February 1996 to tax and penalty of Rs.14.22 lakh (tax 
Rs.14. 17 lakh and penalty Rs.0.05 lakh) for the year 1988-89 to 1992-93 which was not paid 
by the dealer. The interest of Rs .9.87 lakh was payable upto December I 996. The notice 
under tax recovery procedure had not been served. As per report (December 1998) received 
from the CTO, Koraput-11 circle, the deale r was carrying on business but no steps have been 
taken to recover the amount of Rs.24.09 lakh . 

(c) Test check of Tax Recovery records in 3 circles (Cuttack-11. Koraput-1 and 
Sambalpur-1) revealed that arrears amounting to Rs.59.72 lakh pertaining to the period from 
August 1980 to February 1997 were outsta11 .~ ing m 4 cases. Despite availability of 
information in the registratio"n and co llection records in the. CTO offices as to possession of 
movable/immovable property by the defaulters, no action was taken to recovel' the dues by 
attachment and sale of the property even after a lapse of period ranging from 2 to 19 years. 

(d) Similarly, test check of records of Bhubaneswar-IL Ganjam-III and Keonjhar circles 
revealed non-collection of arrears amounting to Rs.35. 76 lakh for the period from May 1995 
to November 1997 in 4 cases though the details of the place of business of all the defaulting 
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dealers were available in the registration and collection records in the office of the concerned 
CT Os. 

(e) Test check of Tax Recovery cases in six ci rcles.,. disclosed that T?x Recovery notices 
were issued (between January 1988 and December 1999) in 12 cases ' to collect arrears of 
Rs.4.20 crore. T hereafter, the T ROs did not pursue the cases to enforce the recovery 
measures by attaching the movable and immovable property. Arrears of Rs.4.20 crore thus 
remained unco llected for the period from March 1986 to February J 999. 

2.2. 7.2 N o11-i11itiatio11 of tax recovery proceedings 

In two circles (Cuttack-ll and Ganjam-III), tax recovery proceedings were not even initiated 
to recover arrears of Rs.3 1 lakh in respect of three dealers though the demands felr into 
arrears between October 1992 ai1d Jul y 1997. Notices for penalty were issued only in two out 
of the three cases. No justification was avail able on record for non-initiation of the recovery 
proceedings. 

2.2. 7.3 Collection of arrears lleld 1111der certificate proceedings 

The OST Act provides that sa les tax dues rema ining unpaid shall be recoverable with interest 
as arrears o f public demand. With the introduction of the departmental tax recovery scheme 
from 1976, the certificate procedure under the OPDR Act. 1962 is rarely resorted to by the 
sales tax department for recovery of arrear demands except in cases of defaulters shifted to " 
other States where requisitions af;ld certificates are fil ed with the concerned District 
Co llectors fo r arranging recovery of the arrears under the provisions of the Revenue 
Recovery Act, 1890. 

Test check of records of Koraput-1-circle disclosed that a dealer was assessed to tax and 
penalty am'ounti ng to Rs.7. 11 lakh between December 1988 and March 1992. The assessing 
officer fi le~ (October 1993) a requisition with the Collector, Koraput, for recovery of the 
dues under hhe prov isions of the Revenue Recovery Act. 1890, whil e the app lication of the J 
dea ler fo r stay of recovery was under consideration with CCT Orissa. T he Collector, Koraput 
111ove<'.1 (.I ul)'. 1994) the Collector, Jal ore, Rajasthan for further action in the· matter. T l1e dealer 
chall anged the action of the Collector. Koraput in the Orissa High Court who d irected 
(August 1995) the dealer to produce the stay orders of the CCT Orissa befo re the Collector, I 
Korapur. for passing necessary orders in the case. The CCT Ori ssa granted conditional stay 
orders in July and November 1995 . In compliance o f orders of the Hon. Court, the Collector, 
Korapur, requested his counterpart in Raj asthan not to proceed further in the matter. The 
Collector, Jalore returned (December 1995) the certificate documents to Collector, Koraput. 
T he assessing officer. however, did not inform the Collector, Koraput about the 

+ 13huhancswar- 1. Bhuhancswar-11. Cuttack-11. Kcllnj har. Knrapul-1. and Sambalpur-1. 
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non-compliance of the condition of stay orders granted by the CCT (November 1995) and 
a lso did not move the Collector, Koraput fo r revival of the certificate proceedings. Thus, lack 
of effective pursuance of the case resulted in arrears of Rs.6. 9 1 lakh (the dealer paid 
Rs.0.20 lakh in February, 1996) remaining uncollected. 

2.2. 7.4 Pe11de11cy of arrears under tltird party notices 

The OST Act, 1947, provides that if a dealer fai ls to pay the demand the assessing officer 
may, by a notice, require any person (i.e. third party) from whom money is due to the dealer 
to pay into the Government treasury the amount specified in the noti ce. Any person faili ng to 
comply with the notice shall be personall y liable to the State Government and the amount 
remaining so unpaid shall be recovered as arrears of public demand or under the tax recovery 
procedure. . 

Check of records of seven circles disclosed that arrears to the extent of Rs. I 0.07 'crore were 
pending for recovery under third party notices in 1,302 cases for period ranging from 1 year 
to 23 years as on 3 1.3. 1999. The circle wise position of pendency is given below: 

( R u ll e es I n c r o re 
Name of circle Per iod of oendencv Number of ca ses Amou'nt of a r rears involved 

13hubancswar-I 1986-87 to 1998-99 2 12 1.29 
13hubancswar-l I 1985-86 to 1998-99 128 2.98 
C utack-11 1979-80 to 1998-99 197 0.76 
Ganjam-111 1986-87 to 1998-99 135 1.67 
Kconihar 1987-88 to 1998-99 22 1 0.84 
Koraout- 1 1975-76 to 1998-99 345 1.75 
Sambalour-1 1983-84 to 1998-99 64 0.78 
Total " 1302 ,, --·- 10.07 "'1··,· I 

·Out of the above, 67.89 per cent of cases (884 cases) invo lving Rs.3.04 crore were pending 
for more than 5 years, 13.13 per cent of the case's (17 1 cases) involving Rs.3. 11 crore for 
more than 3 years and 11.36 per cent cases ( 148 cases) involving Rs.2.59 crore for more than 
one year as on 3 1.3. 1999. 

The assessing officers did not enquire into the reasons for non-payment of the dues by the 
third parties in compliance of the noti ces served and fa iled to take action as per law fo r 
discharge of liability by the third party. 

On thi s being pointed out in audit, the CTOs of the concer,ned circles stated (between 
August 1999 and March 2000) that compliance would be furnished after verification of 
records and that the delays had occurred due to pressure of work. 
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2.2. 7.5 Non-disposal of slww cause notices 

The OST Act, 1947. and CST (Ori ssa) Rules. 1957, empowered the CCT Orissa to di rect ·a 
dea ler to pay by way of penalty a sum not exceeding one-half of the total amount due in 
addi tion to the amount demanded if the payment is not made within the period stipulated in 
the notice. Show cause notices issued for penal action in a quarter should be fi nali sed in the 
next quarter as per extant departmental instfoctions. 

Test check of records of 7 circles disclosed that 12.854 cases of show cause notices issued 
between 197 1-72 and 1998-99 involving collection of arrears of Rs.49.76 crore were pending 
as on 31.3. 1999 without levy of penalty or otherwise. The circle-wi-se position of pendency is 
given below: 

(Rupee s in crore) 
Name of circle Period of pendency, Number of cases Amo.unt of arrears involved 

Bhuba11cs11 ar-1 1986-87 lO 1998-99 2306 13.3 1 
Llhubancswar- 11 1986-87 10 1998-99 2099 17.47 
Cuttnck-11 1978-79 10 1998-99 3 136 10.99 
Ganiam-11 I 1976-77 10 1998-99 122!! 2.52 
Kconilrnr 1980-8 I 10 1998-99 1300 1.82 
Koral)lil-1 197 1·72 to 1998-99 1170 1.83 
Sambalnur-1 1978-79 to 1998-99 16 15 1.82 
Total 12854 49.76 "'" 

Out of the above, 47.86 per cent of the cases (6. 153 cases) involving Rs.9.29 crore were 
pending for more than fi ve years, 16. 71 per cent of cases (2, 148 cases) involving 
Rs.3.77 crore for more than three years and 20.06 per cent of cases (2,579 cases) involving 
Rs.23 .94 crore fo r more than one yea r as on 31.3. 1999. 

It is observed in audit that the lack of any statutory time frame for disposal of show cause 
notices and non-imposition of penalty in large number of cases for long periods has rendered 
the penal provisions ineffecti ve since it does not serve as a deterrent to dealers not paying the 
demands. 

2.2.8 Pende11cy of arrears under stay orders of departmental autltorities 

The Asst. Commissioners and Add i. Asst. Commissioners at the range levels are the first 
appellate authorities who hear c:fppeals against orders passed by the assessing officers raising 
the demands and issue stay orders fo r recovery or the disputed demands. The C_CT Orissa 
also grants stay orders as the revisioning authority when appellants file pet itions before J1im 
for stay be ing aggrieved by the orders of the first appellate authority. According t0 
instructions issued by the CCT. appeal cases should be di sposed of wi thin three months. 

Test check of records of stay cases of7 circles disclosed that collection of arrears of Rs.58.06 
crore was held up in 4.578 cases as on 31.3.1999 due to stay orders granted by departmental 
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officers between 1975-76 and 1998-99 as deta iled be low. The stay orders were yet to be 
vacated by dispos ing of the related appeal cases: 

(Runees in cro r c ) 
Na.me of the Period of pendency No. of pendin2 Amount of Cases pendin2 for more 

circle t cases arrears involve'd than three vears 
No. of · Amount of 
cases arrears involved 

13hubancswar-I 1977-78 to 1998-99 966 5.62 605 1.03 
13hubancswar-l I 1986-87 to 1998-99 61 2 13 .27 193 3.15 
Cuttack-11 1976-77 to 1998-99 530 2.9.t 355 0.46 
Ganiam-111 198 1-82 to 1998-99 3.t 7 I 0.66 7 1 0 33 -
Kconihar 1977-78 10 1998-99 348 3.3.t 2 13 0.54 
Kornput-1 1986-87 to 1998-99 5.t2 26.96 235 8. 11 
Sambalour-1 1975-76 to 1998-99 1233 5.27 606 1.75 

Total 4578 58.06 2278 15:37 

Though the pending cases included 2,278 cases involving arrears of Rs.15 .37 srorc held 
under stay fo r more than three to twenty six years. no veri ficat ion of the cases had been made 
by the circle officers with records of the range offi cers to ensure that the cases were actually 
pending for such long periods. 

On being pointed out in audit, the CTOs admitted (between August 1999 and March 20.00) 
the non-verification of cases. The Range Officer, Koraput range stated (December I 999) that 
out of the 542 pending stay cases, 54 cases involv ing arrears of Rs.5. I I crore were pending 
with the State Sales Tax Tribunal. The pendency at range level of the remaining cases were 
attri buted (December 1999) to the vacancies in the cadre of Range Officers and Addi. Asst. 
Commissioner of Commercial Taxes. The Range Officer, Ganjam Range attributed 
(.January 2000) the pendency ro disposal on priority of appeal cases involving high money 
value. 

2.2.9(a) Cases pe11di11g iu appeals 

Review report of CCT(O) revealed that I, 11 .16 1 appeal cases invo lving demand of Rs.389.46 
crore remained unsettled as on 3 I .3.1999 for the entire Stat"! desp ite instructions requiring 
disposal of such appeal cases wi thin 3 months of their filing. but of the above, 30, I 02 cases 
are pending for more than 3 years. Further detailed year-wise analysis was not available in 
the department. Al though recovery measures are enfo rceable in law in respect of cases 
pending in appeal. unless the demands arc stayed. action taken by the department could not 
be ascertained in audit due to non-maintenance of any record. 

2.2. 9(b) Shortfall iu disposal of first appeal cases 

As per norms fixed by the CCT vide order dated 23 January I 99 1. the Asst. Commiss ioner of 
Commercial Taxes in-charge of the . range should write I 0 substantive appeal orders per 

29 



Audit Report (Revenue Receipt.1) f or the year ended 31 March 2000 

month and the Add i. Asst. Commissioners should wri te 40 substantive appeal ·orders per 
month exclusive of appeal and other misce llaneous orders passed under different Acts 
ad ministered by the department. The di sposa l of app~als as disclosed in the review reports 
when compared with the cases due fo r di sposal as per the norms showed that there was heavy 
shortfa ll in disposal of appeals by the first appell ate authorities as depicted below: 

Year No. of appella te No. of appeals No. of Shortfall as PercentaJ?e of 
authorities in oosition to be d isposed appeals per 'nor ms shortfall 

ACCT 
Addi. 

· Total 
of as per norms disposed of 

ACCT 
1995-96 09 23 32 12120 10-142 1678 13.84 
1996-97 08 19 27 10080 .79 13 2 167 21.50 

I 1997-98 09 16 25 8760 5093 3667 41 .86 
1998-99 09 ?' _.) 32 12 120 399-1 8 126 67.05 

Though the shortfal l in d isposal of appeals by the appellate authorities increased from 13.84 
per cent in 1995-96 to 67.05 per cent in 1998-99, no steps were taken to clear the 
accumulation of.arrears except for repeated instructions to expedite disposals. 

2.2.10 Loss of reve1111e due to time barred cases 

(a) The OST Act. 1947. provides that no col lection proceedings for recovery of any dues 
shall be initiated after ex piry of 12 years from the date of assessment. Test check of records. 
of two circles disclosed that a sum of Rs.88 lakh in 40 cases could not be recovered as the 
cases had become time barred as shown under: 

SI. Name of the No~ of Amount includinJ? . Remarks 
No. cir..:IP/ltate of cases interest . 

assessment IRs. in lakhl 

I Kornput-1 / I 86.00 The assessing oflker requested (Septemba 1992) Collector. 
between Koraput to ini tiate certilicate proceeding against th<.: dealer but 
D<.:cember thc requisitc information regard ing whereabouts or thc d..:alcr 

I 
1985 and and particulars or th..: property though rn ll..:d fo r by th<.: 
Dec<.:mber Collcc tor in 1993 were not liirnishcd by the assessing oflicer. 
1987 So the Collector returned th..: documents in January 1995 and 

I 
Februa ry 1996. No action was takcn by the ass<.:ssing ol1ker 
therealkr. I !..:nee. thc dcmand became time bnrr<.:d between 
December 1997 and December 1999. 

I 
'.! Samhalpur-1/ 39 2.00 Th..: ccrli licate cases instituted b.:twcen 1968 and 1978 were 

(Not available ) cancclkd by the Certi licat..: O flicer between .lune 1995 and 

I 
August 1999 for 11;1nt or information such as whereabouts or 
the dealers and property part iculars 1101 furnished by the 

I assessing olfo.:cr in tim.:. I Jenee. th<.: cases bccame time barred. 

To tu I 40 88.00 
. 
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(b) Test check of records of seven circles disclosed that no certificate/tax recovery 
proceedings were initiated to collect the demands amounting to Rs.48 lakh in 232 cases 
assessed between November 1969 and March 1987. Consequentl y, the demands became time 
barred which resulted in loss of revenue of Rs.48 lakh. 

2.2.11 Monitoring 

(a) Non fixation of target 1111der tax recovery scheme 

Observing that the ward officers had not been attachi ng importance to recovery of arrears 
through tax recovery procedures, the CCT Orissa ordered (August 1990) that range officers 
should fi x ward-w ise and month-wise targets keeping in view the position of arrears. Test 
check of records of the CTOs and range officers revealed that no targets had been fi xed for 
the ward officers for collection of arrears. 

(b) Non-review of performance reports , . 

After vesting of powers of Tax Recovery Office r (TRO) with the assessi ng officers 
(February 1985), the CCT Orissa issued ordei·s (July 1985) fo r submiss ion of monthl y 
performance report by the CTOs to' the Range Officers and quarterl y performance report by 
the Range Officers to the CCT for review. 

Test cbeck of records of the Range Officers and the CCT Orissa disclosed that neither the 
monthly nor the quarterly review of the perfo rmance of the TR Os were being conducted from 
1992-93 onwards. Due to this lack of monitoring, the scheme of tax recovery has fai led to 
achieve the desired results and cases are pending fo r long periods. 

(c) No11-verifirntio11 of records of certijic(lte cases 

Ac_cording to provisions o f the C.ommerc ial Tax Manual and instrnctions issued by the Board 
of Revenue (BOR) under the Ori ssa Public Demands Recovery Act, i962, the requisitioning 
offi cers are required to cross verify the certificate cases (Register No. IX) with the case 
registers maintained by the Certificate Officers (Register No. X) every month to ensure the 
correctness and up to date maintenance of the registers. Tes.t check o f registers of three circles 
(Ganjam-Jll. Keonjhar and Sambalpur-1) d isclosed that cross verification of these records 
were not done fo r perio<;is ranging fro m 2 to I 0 years. In the absence of such cross 
verifi cation of records, the actual amount o f arrears held under certificate cases was not 
ascertainable. Reasons fo r non-verification were not fur.nishcd to audit. 

fl Dhuham:swar-1. l_lhuhancswar-11. Cunack-11. Ganjam-111. Kconj har. Korapul-1 and S:unhalpur-1. 
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(d) Pend ency of second appeal cases 

Under the provisions of the OST Act, 1947, any dealer or the State Government, di ssatisfied 
with an appellate order of the first appellate authority may within 60 days from the date of 
receipt of such order prefer an appeal to the OST Tribunal against such order. [t was seen 
from the records of the CCT Orissa that the pos ition of pendency of second appeal cases at 
the end of the year from 1995-96 to 1998-99 was as fo llows: · 

Year No. of anneal c ases nendin!! 
1995-96 22796 
1996-97. 2308 1 
1997-98 23801 
1998-99 23265 

The age-wise analys is of the pending cases was not avai lable. However, the pendency of 
large number of cases at the end of each year indicated that no effective steps were being 
taken to ensure speedy clearance •of the pending cases. The actual amount of demand 
involved in second appeal was not furni shed by the CCT. 

(e) Write off of irrecoverable revenue 

In order to w rite off irrecoverable revenue, Government empowered (January l 979) the CCT 
Orissa. the range officers and the CTOs to write off irrecoverab le revenue according to 
delegated powers. For this purpose, committees were to be formed at the range levels and 
circle levels to recommend write off proposa ls. An amount of Rs.4.05 crore of irrecoverable 
revenue was pending fo r write off as at the end of 3 1.3.2000. C ircle officers could not 
produce any record of irrecoverable demands proposed to be written off. No wri te-off 
committees were formed by the range officers except in Ganjam range where though formed, 
the Committee did not function. 

2.2. 12 Conclusion 

Despite ex istence of enforceable provisions in the OST Act and rules made thereunder to 
recover dues of Government, the department fail ed to take effec ti ve and meaningfu l acti on to 
recover arrears of Government revenue. No n-adherence to ex isting instructions by the 
revenue co llecting authorities, improper maintenance of basic records, failure to invoke penal 
and coercive provisions in tax recovery proceedings where clearly called for, fa ilure to adhere 
to time frame for di sposal of cases and non-fi xation of any statutory time frame led to non­
recovery of Government dues amounting to Rs. 1 6~.5 I crore. 

Government stated (A ugust 2000) that the details of outstanding arrears had been sent to 
concerned CTOs fo r specific comments along with steps. to be taken for realisation of 
outstanding arrea r dues which was awa ited (November 2000). 
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2.3 Short levy of tax due to application of incorrect rate of tax · 

Under the provision of Orissa Sales Tax (OST) Act. 1947, different rates of tax are applicable 
in respect of diffe rent commodities. ln 6 cases perta ining to 4 circles. application of incorrect 
rate of tax resulted in short levy of tax amounting to Rs.8 1.34 lakh as detailed below: 

( Rup ees in I a k h ) 
SI. Name of Assessment Name of Taxa ble Rate of Short Remarks 
No Circle Year/Month commodity turnover tax levy of 

and year of leviable/ tax• 
I assessment rate of 

' 
. 

tax 
levied 

1 Cullack-1 1994-95/ Voh.:r's l'holo -159.24 12 66.39 Govt:rnmenl n:plied 
(\\/..:st) lJccc111bcr lckntily Carel -l (/\uQuSt 2000) that cxtrn 

1997 demand· of Rs.86.60 lakh 
had becn raised aga inst the 
dcakr. The dealer had paid 
Rs.43.28 lakh and the 

/ balancc has bc..:n stay..:d by 

I th..: Commissioncr or Sak s 
Tax (Orissn). 

2 Cu11ack-l 1996-97 and Spare pans of 6 1.70 12 5.-1 3 Governmcnt rcplied 
(Wcsl) 1997-98/ Cyclc and -l (/\ugust 2000) lhnt 

Octobcr 1997 Cyck rcassessment procccdings 
and July 1998 Rickslrn\I had b..:en completcd 

( t\ larch 2000) raising extra 
cicmand or Rs6.23 lakh. 
Report on renlisat io11 \\'<JS 

awaited. 
3 Cullack-11 1995-% [() Pan Masala -12.59 12 >.75 Govern111ent rcplicd 

1997-98/ (without 4 (/\ugust 2000) that 
/\ ugusl 1996. tobncco) n:ass..:ssment procc..:d i ngs 

l 
Scptember had bccn completed (May 
1997 nnd 2000) 

. . 
..:xtra ra1s111g 

March 1999 dcmand or Rs.3.78 lnkh 

I for the yl!ars 1995-96 to 

I 
1997-98 . . Rcport Oil 

real isation was awaited . 

I 4 Cu11ack- l I 1996-97/ Repair nf 53.12 £ 2.3-l The asscssing ol'licer 

I December 1:1cctrical 4 stated that the concessional 
1997 'l'ransrorn1cr rate ll'as applied rclying on 

(Works Court decision' . This is not . Contract) tenabk since the 

I judgcmenl is not 
applicable in this case as 
the dealer did not 
.purchase any goods 
against the prescribed 
i'or111. Rather the clcalcr has 

~ 1 nclutl i11g surcharg.:. 

f..:n ling.a l3u1ltlt:r> (I') l.ld. and anoth.:r Vr>. C.C.T \0) and anuthcr I 19991-115 STC-81 (Onssa) 

........ 
_) _) 



Audit Repor1 (Revenue Receipts) for the year ended 31 /\larch 2000 

<Runccs i II I a k h ) 
SI. Name of Assessment Name of Taxable Rate of Short Remarks 
No Circle Year/Month commodity turnover tax levy of 

and year of leviable/ tax• 
' assessment rate of 

' ~~~ -· tax 
•'• • I' .i' ,,,, i· • ,, levied 1., ,' 

umlcrtakcn n.:pair work 
11 hich ll'a~ inciuded in the 
definition ol 11 orks 
contract nnd it was hence 
taxable at the rate 
prescribed Ill the /\ct for 
ll'orks contract. 
Government n:plied 
(August 2000) that the 
11inttcr \VHS under 
examination or the 
denartment. 

5 13hubane- 1997-98/ llepair or -l<-1 .75 Ji 1.97 Government n:plied 
swar-11 August 1998 Electrical -I (August 2000) that a 

TrnnslUrmer tkmand or Rs. 1.97 lakh 
(Works has been raised. Thl! deall!r 
Contl"il<.:t) had prerern:d appeal in the 

I ligh Court ;igainst the 
order or assessml!nt. 

(.. Dhenkanal 1996-97/ India made 11. 18 1Q 1.46 Government replied 
February foreign liquor -I (August 2000) that the 
1998 (IMFL) assessing of'licer raised the 

demand (August 199~). 
Report on the rl!al isation 

' was awaited. 
Total ' ' 

,. • 81.34 - .. - ·- -· .. 

I 2.4 \ Incorrect grant of exemption/deferment 

The OST Act 1947 read with Industrial Policy Resolutions (IPR) of the State provides as 
fo ll o{vs: 

(a) Sale or fin ished products of a new SS ! unit shall be exempted from tax fo r a period of 
seven years from the date of commercial product ion under IPR 1986 and 1989: 

(b) Sale of fi ni shed products to the extent of increased commercial production of an 
ex isting SSI uni t over and above the existing installed capaci ty shall be exempted 
from tax fo r ·a pe1'iod of seven years from the date of commercial production provided 

/ 

that the additional capital investment is more than 25 per cent of the capital 
investment of the unit and the expansion/modernisation/divers ification (E/M/0 ) were 

34 
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undertaken on the basis of a separate project report duly appraised by a financial 
institution under IPR 1989: and 

(c) Sale of finished products of SST units whose management has been transferred shall 
be exempted from tax under IPR 1992 to the extent and for the period as certifi ed by 
the concerned DIC except in the cases of units not eligible fo r tax exemption under 
IPR 1986 and 1989. 

Audit scrutiny revealed (between September 1998 and January 2000) short levy of tax of 
Rs.1.53 crore due to incorrect grant of exemption to SS! units as tabulated below: 

SI. 
No. 

_; 

Total 

Name or 
the 

drclc 

2 
Pun-II 

Bola11g1r-I 

C1111ac~ -l l 

Cuuack-1 
(Ccn1ral ) 

C1111ack-ll 

Rourkcla-11 

Assessment. 
y1•ar/ 

month or 
assessment 

3 
1997-98/ 
M:uch 1999 

19%-97 and 
1997-981 
.lan11 :11 y 1998 
:111d 
Ma1ch 1999 

19? 1-1J2 Ill 

19 ')7-CJSI 

b Cl \\Ct.' 11 

Ft.!b1u .11y l'J9J 
and 
Aucusl 1?98 
1995-96 (OST 
:iud CST)/ 
Ma1ch 1999 

1995-% / 
Jauuary I <)99 

199.1-94 10 
1996-•)7/ 

December 
1997 

19% -97 a1u1 
1997-981 
Novc111l>1..·1 
1998 

Commodity 

Groundnul 
(Kcrnd \ 
Edible nil 

·Rate 
of tax 
QSI 
CST 

4/S 

4/1 0 
So:rn s1ock 4/12 

Molasses 

Rcfrac1oncs 

Dc1c1 gc111 

Rcfnu.:1oncs 

Repair or 
1rnnslbn111.:1s 
(\\ orks 
co111rncl) 

16 

12 

11 

8 

Turnover 
exempted 

6 
11 1? 08 

188.11) 

152 00 

E~a:css 

dcfcl'llh!nl 

71.8-1 

1'14 .09 

71. 11 

35 

Short 
· levy 
of tax 

7 

I Ruuces in lakh 

Nature or lrr~ularlti~ :"~!~ ~ . 
' ,_,,;( .. ~: "~ ~!; 

62.90 Au oil 111 ill sci up under IPR 1986, an ineligible 
111dus1ry \\OS allowed cxemplion under IPR 1989 after 
change of ownership. 

J:1 .80 Was1c/by-procl11c1s arc 1101 lax free uudcr 1hc OST Ac1. 
Th.: cxc111p1io11 was allowed o n 1hc basis of cxc111p1io11 
cc11iticalc issued U)' D1rcc1or of lml11s1rics (DI) Orissa 
including. molasses as a linishccl prodrn.:t nlong wi1h 
sugar. The DI has :idn1111ed (J\11gus1 2000) Iha! 
molasses i!\ :i ll\'·nroducl 

20 00 A Co11tcc1io11c1 y 111111. an mchgiblc i11d11s1ry. sci up 
1111dcr IPR 1980 availing bc11cfi1 as a co111inuing unil 
uudcr IPR 1989 was allowed exemp1io11 of lax 011 sale 
or fin ished products whit.:h was irregular 

11.62 The 111111 was eligible for defcn11en1 of lax 011 sale of 
4:173.46 MT of Rclrac1orics which comes 10 Rs. IJ.13 
lakh. Bui !he asscssmg officer allowed clefermenl of lax 
of Rs.B.48 lakh aud surcharge of Rs. I 27 lakh 
n:suhinu in excess clcfcr111c111 

?AS Veritica1io11 of records of DIC revealed 1ha1 E/M/D was 
11Tcgularly allowed whcu 1he acldi1ional cap11al 
invcstme111 ''as less 1h:111 25 /H:r ct•111 of th~ cnpital 
i11ves1mc111 made for 1hc ongiual uni!. The DIC 
ad111i11cd 1hc foci (January 2000). Therefore cxemplion 
of"'·' 011 sale of linishcd produc1s over mul above lhc 
i11s1a llccl eauaeilv of 750 MT was irre"ular. 

8.54 The un i1 was 1rnnsle rrcd uui1 of I PR 1992. The DIC 
cc11i tied cxemp1ion of lax of Rs.29.42 lakh (May 
1995). The assessing ollieer allowed excmpl1011 of lax 
on sale value of li nishecl producl wonh Rs 376.09 lakh 
calculmcd ;tt com:cssional rnlc of .t /JL' r ce111. £:\.emption 
of"" "as IO he calculaicd al 1he ralc of I 611e.·r ,·e111 for 
sale of finished prod11c1 valued al Rs.182.00 lakh so :1s 
10 allow excmp11on of iax uplo Rs.29.12 lakh The iax 

011 bal:111cc sale 1111 novcr of Rs. 194.09 lakh was 10 be 
calcula1ecl :11 1he r:ue of 4 ''"'" '"""' as 1hc sale i~ covered 
bv Form-IV 

6.26 Amoun1 1ccl.'ivcd towards repair of 1ra11sfonm:rs wris 
1rcmcd as sale of fi nished 1Jroduc1 of 1hc SSI u11i1 amt 
iircgularly cxc111p1ed li om 1:1x i11S1cad of 1ax111g al !he 
rate: anolicablc to \\ orks co 111rnc1. 

JS2.60 
., 



A 11di1 Repurl (Revenue Receipls) for !he year ended 31 1\ larch 2000 

On this being pointed our in audit (between September 1998 and January 2000), the assessing 
offi cers re-opened (between eptember 1998 and January 2000) the assessments except in 
respect or cases at serial nos. 2, 3 and 4. In case of sl.no.3. the assessing offi cer stated that 
·· Lozenge'· was not ·a confectionery. In respect or sl.no.2 the assess ing officer reopened the 
case (September 1998) fo r 1996-97 but did not agree to reopen the case for 1997-98 stating 
that the exemption was granted on the certificate issued by Director of Industri es. 

The reply of the assessing ofli eers were nor tenable since (i) Molasses is a by-product of 
sugar and is not exempted from tax under the OST Act and (ii) "Lozenge'~ is a confect ionery 
of sugar as per judicial pronouncement11

. 

The matter was repo rted to Government (between March 2000 and June 2000): their final 
reply has not been received (November 2000). 

I 2.5 Short levy of tax due to escapement of taxable iiirnover 

(a) Under the OST Act, 1947, ··voter's photo identity card" is taxable at the rare of 12 per 
ce111 as an unspecifi ed item. 

ln course of audit of Bhubaneswar- l and Cuttack-1 (Central) circle, it was noticed 
(August 1999) that a registered dealer had d i s~ losed receipt of Rs.93 1.76 lakh instead of 
Rs. I 005.23 lakh during 1994-95 to 1997-98 while another dealer did not disclose the receipt 
or Rs.39. 16 lakh during the year 1995-96 from Chief Electora l Officer. Ori ssa, on account of 
suppiy of voter·s photo identi ty cards. Th is res ul ted in short levy or tax or Rs. 14.87 lakh 
including surcharge on accounl of escapement of taxable tu rnover. 

On th is be ing pointed out in audit (August 1999), the assess ing ollicer agreed (August 1999) 
to reopen.the case. Further developments are awaited ( ovember 200.0). 

(b) Under the OST Act. 1947, and rules made thereunder, every registered dealer shal l 
keep a true account of the va lue of goods bought and sold by him· and maintain an annual 
stock account of goods. While finali sing the assessment. if the assessing officer finds any 
concealment of purchases or sales, he shall reject the books of accounts or the dea ler ·and 
complete the assessn1ent to the bes~ of his judgement. To arrive at the uni fo rm retail sale 
price or IMFL. the license fee or consideration money paid to the Excise Department is to be 
included in the retai l sale price of IMPL. 

(11> 35-STC- 127 111 thc case nrM/s /\11 1ia11uma 131srn11s (M lg .) C11. Vs. Stale 11f lJ .I'. 
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In course o f audit of Cuttack-IJ circle, it was noticed (December 1999) that an lMFL dealer 
p urchased TMfL worth Rs. 150.93 lakh du ring the year 1994-95 without payment of tax on 
the strength of statutory declaration but disclosed purchase turnover of Rs. 130.18 lakh 
lead ing lO concealment of purchases to the tune or Rs.20. 75 lakh. The escapement of taxable 
turnover worked out to Rs.35.44 lakh after tak ing into account consideration money paid to 
the Excise Department and pro fit margin of I 0 per cent thereon. This resulted in short levy of 
tax amoun ti ng to Rs. l .56 lakh inc lusive o f° surcharge. 

On this being pointed out in audit (December 1999) the assess111g offi cer re-opened 
(January 2000) the case. 

Government stated (August 2000) that reassessment proceedings had been completed 
(March 2000) ra ising an extra demand o l" Rs.2.80 lakh (including penal ty of Rs.1 .96 lakh). 
Report on real isation was awaited (November 2000). 

(a) Under the OST Act. 1947, raxablc turnover in respect of works contract shal l be 
deemed lo be the gross val ue received or receivable by a dea l.er fo r carrying out such contract 
less the amo unt 01· labour charges and service charges inc.urred for the execution of the 
contract and shall be 1axable al the rate of 8 per cenr. It was judicial! / held that contract fo r 
supply of chips and stones was a contract fo r sa le of goods and not for works and labour and 
that tax shall be levied on such transactions al the appropriate rate applicable to sale of such 
goods which is 12 per cenr. 

In course of audit of Puri -I l Circle, Jatni , it was noticed (May 1999) that a registered dealer 
executed a contract with the Rai lways during the year 1995-96 for supply and del ive ry of 
stacks of 50 mm hard gran ite stones and received payment of Rs.92 .61 lakh in the same year.· 
The assessing offi cer. while assessing the dealer. allowed (March 1997) a deduction of 
Rs.50.94 lakh towards labour and se rvice charges and the balance amount of Rs.41.67 lakh 
was taxed at the rate of 8 per cenr applicab le to works contract instead of taxing the enti re 
sale turnover (Rs.92.6 1 lakh) at the rate of 12 per cent. This resul ted in short levy of tax of 
Rs.8.83 lakh including surcharge. 

On this bei ng pointed out in audit (May 1999), the assess ing offi cer agreed (May 1"999) to re­
open the case. 

I State of0n>sa Vs Utbl Distrihut L>rs l.td. ( 197-ll 3-1 STL"-3-17 (Onssal 

2 A11<11noh1 Sh~sag1n & Co Vs. Stat.: tlf /\ndhra l'r:1ck:d1 ( 198X)-l5 STC-3X8 
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Government stated (August 2000) that the re-assessment proceedings had been completed 
(.J anuary 2000) raising an extra demand of Rs.8.83 lakh and the dealer has paid Rs .0.50 lakh 
(March '.WOO) . Report on realisation was awai ted (November 2000). 

(b) Under the OST Act, 1947, mill made fabrics of certain varieties as described in 
column 3 of the fi rst Schedule to the Additional Duties of Excise (Goods of Special 
Importance) Act, 1957, are exempted from tax. High Density Poly Ethylene (HOPE) sacks 
made out of HDPE fabrics, being not covered under th.e above description and as also 
j udicially'" held as plasti c products, are taxable at the rate o f 12 per cent under the above Act 
as well as under the Central Sales Tax (CST) Act. 

During the course of aud it of Bhadrak circle. it was noticed (December 1999) that while 
assessing a dealer (engaged in manufac ture and sale of HOPE fabrics) for the year 1997-98, 
the assessing officer exempted (February 1999) tax on sales turnover of HOPE fabrics worth 
Rs.53.32 lakh (Rs.34.44 lakh under OST assessment and Rs.18 .88 lakh under CST 
assessment) classify ing the same as mill made fa brics instead of plastic goods. This led to 
short levy or tax of Rs.7 .12 lakh including surcharge. 

On thi s being pointed out in audit (December 1999), the assessing officer replied 
(January 2000) that action was being taken to examine the facts brought out in audit. 

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

I 2.7 istered dealer 

Under the OST Act, 1947, a dealer shall be liable to pay tax with effect fro m the month 
immediate ly fo llowing a period not exceeding 12 months during which his gross turnover 
exceeded Rs. l lakh. The dealer who becomes liab le to pay tax is also li able for registration 
under the Act. The Act f-urther provides that if the Commissioner is satisfied that the dealer is 
liable to pay tax under the Act but fa iled to get himself registered, the Commissioner may 
assess the tax clue from the dealer and impose penalty subject to the conditions stipulated in 
the Act. The Orissa Commercial Tax Manual also prov ides fo r conducting survey in order to 

detect new tax payers. 

Duri no the course of aud it of income tax assessment in the office of the Income Tax Officer 
(ITO)~ Jharsuguda, it was noticed (December 1997) that an income tax assessee disc~osed 
(March 1996) income of Rs.26.24 lakh towards executin~ works contract and supply of stone 

tvlts Suosr~t: l'l a ~ ti c Industry (P) Ltd. Vrs. Uninn o r India. v 1d~ ().IC No.2755 nr1988 (Ori ssa) 
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chips in his profit and loss account for the year ending 3 1 March 1995. As the payment 
received during a year exceeded the prescribed non-taxable limit, the dealer was liable to pay 
tax and get hirnsel r registered under the Act ibid. 

Cross verifi cation of records p f Rourkela-11 circle revealed (December 1997) that neither was 
the dealer registered under the Sales Tax /\ct nor did the department detect the dealer by way 
of survey to bring the dealer under tax net. Failure or the department to conduct effective 
survey resul ted in escapement of tax of Rs.1.53 lakh . 

On thi s bei ng pointc.d out (December 1997). the assessing officer assessed (September 1998) 
the dea ler and raised demand o f Rs. 1.36 lakh including penalty. 

Government stated (August 2000) that the re-assessment proceedings was completed raising 
a demand of Rs. 1.36 lakh and attachment order under section I 3A(i) of the Act has been 
issued to the contractee for recove ry or the dues. Report on real isation was awaited 
(November 2000). 

f 2.8 Short levy of tax due to incorrect deduction 

Under the OST Act, 1947. the taxab le turnover (TTO) in respect of works contract shall be 
deemed to be the gross va lue received or receivable by a dealer. for carrying our such contract 
less the amoun t or labour and service charges !o r execution of the contract. The Govern ment 
in Works Department have also prescri bed fixed percentage or labour and service charges for 
execution of different types of works. It was j udicially® he ld that tax paid declared goods 
when used in works contract. was a different and distinct commercia l commodity after their 
transformation and can be taxed again. As per the above Act and clarifications issued by the 
Commissioner of Commercial Taxes (CCT), Ori ssa, (July 1988) hire charges of goods is 
taxable at the rate app licable to the goods hired out. Under the Act, deduction towards 
turnover on account of. return of goods withi n the prescribed period of one month is 
admissible. 

udit scru tiny (between March 1999 and December i999) revealed short levy or tax or 
Rs.99.07 lakh cl ue to incorrect deductions as summarised below: 

~· t-.lls t-. lussa1c Ma11ufoc1un11g /\ssorn111011 Vs. Slah: nl' T:1111il Nadu ( 1995)-97-S'l l'-503 

' 
I 
I 
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A udi1 Repor1 (Revenue Receip1.1)for the year ended JI March 2000 

( Runee s I 11 I a k h \ 

I SI. _Niun~ ofthe 
·1; 

Asses~ment . Coq11nodity I Rate Escaped Snort Rl)mnrks . 
No circle . ;;:'' period/ , I or taxable leyy 

·month oft,. 

1 
I 
I 

I 
I 

I 

I 
I 

I 

tax turnover ·oftax. 

" 
,. assessment ~ "'''fl"':; ' 

I Blrnbaneswar-1 1996-97/ [.'\eCllt ion or 8 965.58 84.97 (i) The assessing officer allowed 
December works labour and service charges of 
1997 cont ract. Rs. 1858.80 lakh inst<.:ad · or 

I 1997-98/ admissible amount or Rs. I 097.60 

I 
!\ ugust I 998 lakh as per agreed term~ and 

condition or works contract and 
' orckrs or Government in Works 

Department. 
{ii) The assessing o!'liccr under 
cktenn ined the r ro by 

I Rs. 167.24 lakh due to error Ill 

I 
computat ion 

(iii ) !'he assessing officer 
incorrectly allowed deduction of 
Rs.3 7.14 lakh towards tax paid 

I 
tk clan:d goods which had 
su ffl:red ta.'\ nnd utili sed Ill the 
works contract al'ter conversion. 

2 13 hubaneswar-l I 1996-97 and I lire charges 16 59.34 I 0.44 The assess ing ol'licer allowed the 
1997-98/ or cled.uction or Rs.59.34 lakh 

I October machinery. received by the dealer towards 
1998 . 

I 
hin: i.:harges or machinery on the 
ground tha1 such maehincry were 
purchased on payment or la.'( at 
lirst point. This was not correct I 

in vi..:w or the !'act that .. salc and 
hiring out 

.. or goods are (\VO 

di!Tcrcnt transactions for the 
nurnose or taxation. 

3 Cuttack-l l 1993-94/ Sale or 12 27. 71 3.66 Th.: assessi ng ofli cer while 

March 1997 motor pans. I 
ass~ssing thc dcaicr Cl\-parte 
al lowed d..:duction towards credit 
notes without veri licat ion 0 r the 
i'ac t whethcr th..: goods returned 
were withi n the prescribed time 
limit ul' one month. 

Total'' ·,. '" 'l' ._,,,, -~ _q· -" m., " "' 99.Cl7 . •' 
_,, . 

On these being pointed out in audit (March 1998 and December 1999), the assessing officers 
re-opened (between March 1998 and December 1999) the cases at si.nos. 1 and 2 for 
re-assessment while the exfra demand of RsA.33 lakh (including penalty of Rs.20.000) was 
raised (January 1999) by the assessing officer in respect of case at sl. no . 3. 

Government stated (August 2000) that the assessing officers had re-opened the case for both 
the years. As the dealer had preferred at~ appeal for the year 1997-98, the assessing officer 
had forwarded the objection to the Asst. Commissioner of Sales ~ax for consideration. 
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ln respect of case at sl.no.2. the reassessment proceedings was pending whi le in respect of 
sl.no.3, the dealer had paid Rs. l .20 lakh and pre ferred an appeal to the Sales Tax Tribunal 
whose decision was awai ted. 

I 2.9 Non/short levy of tax for contravention of declaration 

Under the OST Act, 1947. where goods speci tied in the certificate of registration are 
purchased by a registered dealer free or lax afk r furn ishing a declarat ion fo r re-sale in Orissa 
in a manner thm such resale sha ll be subject to tax under the Act but are utili sed by him for 
an~ other purpose. the pri ce or the goods so purchased shall be included in the taxable 
turnover of the purchas ing dealer. 

(a) During the course of audit or Sambalpur-III ci rcle, Jharsuguda, it was noticed 
(December 1999) that a registered dealer purchased electrodes worth Rs.34.26 lakh during 
the year 1996-97 without payment of tax by furn ishing the prescri bed declaration fo rms. Out 
of the above, the dealer resold electrodes taxable al the rate or 12 per cent worth 
Rs.20.75 lakh (after deducting 5 per cent pro li t margin from sale price of Rs.2 1.79 iakh) in 
course of inter-S tate trade or commerce. Hence. the correspond ing purchase value of 
Rs.20. 75 iakh was to be included in the taxab le turnover of the dealer. This resulted in non­
levy of tax of Rs.2.74 lakh including surcharge. 

On this being poi nted out in audit (Oeccrnbcr 1999) the assess111g officer re-opened 
(January 2000) the case. 

Government stated (August 2000) that re-assessment proceedings had been completed 
(March 2000) raising extra demand or Rs.2.06 lakh. Report on real isation was awaited 
( ovcmber 2000). 

(b) During the course or audit o f Rourkcia-1 Circle, it was noticed (February 1998) that a 
den ier who purchased iron and stee l taxable at the rate of 4 per cent fo r manu facturing 
agricul tural implements. furni ture etc. on the bas is of declaration had reso ld the goods as such 
in comravention of the dec laration which res ul ted in non-levy of tax or Rs.33.59 lakh fo r the 
period fro m 1992-93 to 1995-96. The assess ing offi ce r reopened the case. Further. audit 
scrutiny revealed (January 2000) a further non-levy. of rax amounting to Rs.4.92 iakh relating 
to the year 1996-97 though the registra tion certi lieate of the dealer had since been cancelled 
( epcember 1996) and the Additional Commissioner of Commercial Taxes had ordered 
(Apri l 1997) further enquiry. This resulted in total non-levy of tax amounti ng to 
Rs.3 8.51 lakh for the period from 1992-93 to 1996-97. 
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On this being pointed out by audit, the assessing officer reopened the case for 1996-97 also 
for reassessment. Result of re-assessment js awaited (Novei11ber 2000). 

Government stated (August 2000) that the concerned .assessing officer had been asked to 
submit compliance. Further reply was awaited (November 2ooor 
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~13_.l~_R_e_s_u_lts_o_f_A_u_d_it~~~~~~~~~~~~~~~~~~__.I .. 

Test check of records relating to assessment, collection and refunds of motor vehicles tax in 
the office of the State Transport Authority, Orissa, . and the Regional Transport Offices 
conducted during 1999-2000 revealed under-assessment of tax and losses of revenue 
amounting to Rs.3 1.94 crore in 16,036 cases which may broadly be categorised as under: 

(Rupees in crore) 

SI. Category . No. of cas.es Amount 
NQ. 

1 Short realisation/short levy of motor 729 1.30 
vehicles tax/additional tax 

2 Non-levy/non-realisation of motor 6207 12.90 
vehicles tax/additional tax 

3 Non/short realisation of compounding 342 0.08 
fees 

4 Non-realisation of composite tax 8151 0.89 

5 Short realisation of Trade Certificate 160 0.03 
fees/ taxes 

6 Loss due to other irregularities 446 0.35 

7 Review on "Ari-ears of Motor Vehicles 1 16.39 
Tax" 

Total -, - 16036 31.94 .. -

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

A few illustrative cases highlighting important audit observations involving Rs.13.91 crore 
and findings of a rev iew on "An-ears of Motor Vehicles Tax" involving Rs. 16.39 crore are 
mentioned in the fo llowing paragraphs. 
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I 3.2 Arrears of Motpr Vehicles Tax 

3.2.1 llltroduction 

The Orissa Motor Vehicles Taxation Act, 1975 was introduced with effect from October 
1975 and the Orissa Motor Vehicles Taxation (Am~ndment Act) which introduced additional 
tax came into operation from 18 October 1985. The Act and ru les made thereunder provide 
for (a) levy of tax on motor vehicles and (b) levy of penalty for contravention of the Act. 
Failure or refusal to pay fees and taxes on the due dates constitute arrears which are to be 
recovered after insti tution of certificate cases. 

Motor Vehicles Tax including additional tax, being 9.54 per cent to l 0.31 per cent of the tax 
revenue of the State during last 6 years i.e. 1994-95 to 1999-2000, constitutes one of the 
principal sources of revenue of the State. The total arrears outstanding as on 31 March 2000 
was Rs.43. 12 crore which constituted 27.72 per cent of the actual collection of 
Rs. 155.53 crore made during 1999-2000. 

3.2.2 Organisational Set-up 

The Transport Commissioner of Orissa, being head of the department, is assisted by 18 
Regional Transport Officers (RTO) functioning at the regional level and is responsible for 
enforcing the provisions of the Acts and Rules for assessment of motor vehicles tax and to 
ensure regular collection thereo f. 

3.2.3 Scope of audit 

The records of the Transport Commissioner, Orissa, and seven* Regional Transport Officers 
were selected and taken up for review out of eighteen regions in the State. 

Review on arrears of motor vehicles tax was included in para 3.2 of the Audit Report 
(Revenue Receipts) of the Comptroller and Auditor General of · India relating to the 
Government of Orissa for the years 1977-78 and 1989-90. A further review of these arrears 
for the period from 1994-95 to 1998-99 was conducted from October 1999 to March 2000 
with a view to examining the efficacy of the machinery entrusted with the collection of 
arrears of motor vehicles tax. ' 

* Balasore, Cuttack, Dhenkanal Ganjam, Phulbani, Puri and Sambalpur, 
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3.2.4 Higltligl1ts 

{Para-3.2. 7} 

.. . ..• 
{Para-3.2.9} 

{Para-3.2.10} 

"'~:· .318 certificate cases h; ving money :value of Rs.1.14 crore could not be sustained du 
' tQ i~proper mai11:~nance of. records and lack of diligence on tlie p~rt of assessing\ 
officers. . .1'< • . . . ------

{Para-3.2.11 (A)} 

{Para-3.2. JJ(A) & (B)} 

3.2.5 Recom111e11dations of tfte Public Accounts Committee 

The Audit Reports referred to in para 3 .2.3 were discussed by the Public Accounts 
Committee (PAC) in March 1987 (9111 Assembly) and November 1993 (I 0111 Assembly) . The 
recommendations made by PAC in the ir 3 1s1 Report (1987-88) and 33rd Report (1993-94) are 
summari sed as fo llows: 

(a) The Departme nt should take dras ti c steps to reali se the monies due and submit a 
report; 

(b) RTOs should g ive up le thargy and notices should be issued and recove ry proceedi ngs 
instituted in al l cases: 
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(c) Department should not be liberal in dealing with violation of permit conditions. For 
visib le lapses, the concerned RTOs shou ld be warned and the Committee ' s 
displeasure entered into their confidential character rolls; and 

(d) Halance dues should be recovered and compliance reported to the committee. 

No Action Taken Note has been submitted by the Department till date (November 2000). 

Despite the observations of PAC, the arrears had· increased from Rs.19 .23 crore in 1994-95 to 
Rs.43. L2 crore in 1999-2000 as shown under: 

(Rupe es in er or e ) 
Year From private From OSRTC Total Percentage of Arrears due 

vehicle owners from OSRTC to the total 
1994-95 9.43 9.80 19.23 50.96 
1995-96 10.95 17.39 28.34 61.36 
1996-97 10.37 19.23 29.60 64.97 
1997-98 16.28 25.30 41.58 60.85 
1998-99 18.23 24.45 42.68 57.29 
1999-2000 17. 10 26.02 43. 12 60.34 

The amount of arrears from the pri vate vehicle owners has increased by 81.34 per cent from 
Rs.9.43 crore to Rs.17.10 crore during the years from 1994-95 to 1999-2000 while in the case 
of Orissa State Road Transport Corporation (OSRTC) the arrears increased by 165.51 per 
cent from Rs.9.80 crore to Rs.26.02 crore during the same period. Out of the total arrears, the 
amount recoverable from OSRTC is 60.34 p er cent up to 1999-2000. 

3.2.6 Trend of Revenue 

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

(Rup e e s in cror e ) 
Year No. of Budget Collection (-)Shortfall Percentage of 

vehicles on estima te (+)Excess variation 
road (-)Shortfall 

(+)Excess 
1994-95 45144 1 90.98 95 .12 (+) 04.14 (+)04.55 
1995-96 499950 114.00 107.50 (-) 06.50 (-) 05.70 
1996-97 562973 127 .68 128.25 (+) 00.57. (+) 00.45 
1997-98 625747 160.00 141.78 (-) 18.22 (-) 11.39 
1998-99 694425 175 .00 143.18 (-)3 1.82 (-) 18.18 
1999-2000 778791 196.00 155.53 (-) 40.47 (-) 20.65 

In the budget proposals forwarded by the State Transport Authority to Finance Department, 
recoverable arrear taxes are not shown separately. In resp.onse to an audit query (May 2000), 
STA. stated (May 2000) that the Budget proposal is based on growth rate while the Finance 
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Department stated (April 2000) that the target of collection is fixed taking into account the 
normal average growth rate of the last three years and the co ll ection from possible ARM 
(Additional Resource Mobilisation) and arrears if any. 

3.2. 7 Position of Arrears of Tax 

The position of arrear tax at the end of 3 1"~1 March each year from 1994-95 to 1999-2000 as 
reported by STA with respect to the seven regions is as below: 

(Rupees in crore) 

Year Arrears in respect,of Arrears in respect of Total 
private vehicles OSRTC Vehicles 

1994-95 05 .48 08.90 14.38 
1995-96 07.98 14.67 22.65 
1996-97 07.56 14.54 22. 10 
1997-98 10. 11 19.32 29.43 
1998-99 10.50 20.44 30.94 

1999-2000 10.07 21.09 3 l.1 6 

Despite increasing arrears, the department had not undertaken any drive or evolved any 
action plan to recover the arrears of tax up to March 1999. The Joint Commissioner 
(Taxation) stated (March 2000) that special instructions were issued from time to time to the 
RTOs for collection of arrear of tax. It was evident that these instructions had not yielded any 
positive result on the face of increasing trend of arrears from year to year. 

It was also noti ced in audit (October 1999 to January 2000) that the Demand, Collection and 
Balance (DCB) register required to be m aintained under executive orders of the Transport 
Commissioner (1970) to ascertain the arrear position of tax was not being maintained by any 
of the regions selected for review. Hence, the department was not able to work out the correct 
arrear position of motor vehicles tax in respect of any vehicle. The register of registration 
certifi cates maintained for the purpose by the regions die? not have any year-wise and item­
wise breakup. 1t was obse"'rved in audit that the above register was not adequate to monitor the 
collection of arrears as it does not depict the collection parti cuJars vis-cl-vis demands. 

To an audit enquiry, the Regional Transport Officers, except Ganjam could not intimate the 
amount of arrears collected during the years under review. However, they stated (October 
1999 to January 2000) that action would be taken to recover the arrears in respect of p rivate 
vehic les by issuing demand notices or by insti tuting certificate cases. In respect of OSRTC 
vehicles, it was stated (August 2000) by the STA, Orissa, Cuttack that about Rs.25 crore is 
locked up with the OSRTC both as taxes and penalty since a long time and despite efforts 
made by the Transp.ort Depart ment nothing could be co llected. 
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3.2. 8 Delay iu transmission of illtimatiou for payment of ta,y 

The vehicle owners can pay tax in any region other than the region where the vehicle is 
registered. The Transport Commissioner ordered (March 1986) the RTOs concerned to 
intimate the tax paid to the region where the vehicle is registered by I 0111 of the succeeding 
month. It was however, noticed that the particulars of the tax paid were not furnished to the 
concerned RTOs"' where the vehicle was registered. The delay ranged from 1 month to 
56 months and as a result the actual payment made and the correct amount of tax outstanding 
against each vehicle was not ·ascertainable. 

3.2. 9 Non-issue of demand notices for realisation of MV tax/ additio11al tax resulting in 
arrears 

The Orissa Motor Vehicles Taxation Rules, 1976, prescribes due dates for payment of motor 
vehicle tax/additional tax. The Transport Commissioner had earli er issued (February 1966) 
instructions to all the taxatibn authorities to issue demand notices for arrear taxes within 
30 days from the expiry of the grace period ofl 5 days from the due date of payment. 

It was noticed that in seven regions the demand notices were not issued in respect of 675 
vehicles though they were not covered by off-road declaration as shown below: 

(R up ees in crore) 
SI. Region In r espect of private vehicles In respect of OSRTC Total 
No. vehicles 

No.of Tax Penalty No. of Tax Penalty No. of Amount 
vehicles vehicles vehicles 

I Balasore 78 0. 10 0 .2 1 6 0 .06 0.13 84 0.50 
2 Cuttack 60 0.1 7 0.34 37 0.55 1. 10 97 2. 16 
3 Dhenkanal 63 0. 12 0.25 - - - 63 0.37 
4 Ganjam 146 0 .3 1 0.62 32 0 .39 0.78 178 2 .10 
5 Phulbani 11 7 0.13 0.26 5 0.06 0. 11 122 0.56 
6 Puri 63 0 .22 0.43 6 0.09 0.18 69 0.92 
7 Sambalpur 59 0.11 0.21 3 0.05 0.10 62 0.47 

Total 586 1.16 2.32 89 1.20 2.40 675 7.08 

The demands related to the period from April 1994 to March 1999. The tax implication 
including penalty in these cases amounted to Rs.7.08 crore. 

On thi s being pointed out (between November 1999 and February 2000), the RTOs stated 
(between November 1999 and February 2000) that steps would be taken to issue demand 
notices to realise the arrear dues. · 

Balasorc, Cuttack, Dhenkanal , Ganjam, Phulbani, Pun and Sambalp11r. 
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3.2.10 01itission to follow special provisions for speedy recovery of arrears 

In addition to the normal procedure for recovery of arrear taxes, the Act and Rules also 
stipulate tax clearance before issue of no objection. certificates (NOC) and realisation of 
arrear taxes before acceptance of off-road declarations, issuance of permits etc. to facilitate 
recovery of the arrears. 

It was, however, observed that due to non-observance of the provisions of the Act/Rules, tax 
and penalty amounting to Rs. 11 .20 lakh remained unrealised during the period between 
July 1989 and October 1998 as detailed below: 

(Rupees i n I a k h) 
SI. Nature of No.of Period Tax Penalty Total Remarks 

No. lrree.ularitv vebides between 
I Issue of no objection 36 July 1.60 3.10 4 .70 Noticed in a ll 7 regions 

certificate/tax 1989 and. test checked. Arrear tax 
clearance certificate May related to the period 

· without rea lising 1998 from July 1989 to May 
arrears of motor 1998. 
vehicles tax. 

2 Acceptance of off- 14 March l.20 2.80 4.00 Noticed in 5* regions. 
road undertaking of 1993 and Arrear tax related to the 
vehicles w ithout January period from February 
realisation of arrear 1999 199.4 to October 1998. 
tax. 

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

1995. 
4 Issue of temporary 6 January 0.30 0.70 1.00 Noticed in Sambalpur 

permits without 1994 and region. Arrear tax 
realisation of arrears January related to the period 
of motor vehicles 1995 from April· 1994 to 
tax. January 1995. 

Total 57 -, 3.60 7.60 U.20 --.. .. 

3.2.11 R ecovery of arrear motor vehicle taxes as arrears of land revenue 

(A) Booked under Orissa Public Demand Recovery Act (OPDR Act 1962) 

Unpaid motor vehicles tax can be recovered by certificate procedure as arrears of land 
revenue by sending a requisition to the Certificate Officer. The Orissa Public Dem.and 
Recovery Ad (OPDR) 1962, and the rules . made thereunder stipulate that the requisitioning 
officer is responsible for furni shing the required information regarding correct whereabouts 

* Cuttack, Ganjam, Phulbani, Puri and Sambalpur 
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of the certificate debtors, statement. of property proposed· to be attached, etc. and that he 
should also be diligent in complying with the obj ections raised by the Certificate Officer. 
Otherwise, the certificate case would fa il. 

A mention was made in para 3.2.8 of Audit Report (Revenue Receipts) of the Comptroller 
and Auditor General of India fo r the year 1989-90 that 57 cases involving Rs.8.08 lak.h were 
dropped between November 1975 and May 1987 due to want of list of immovable properties 
and whereabouts of the certificate debtors. A fu rther test check revealed that l , 173 'certificate 
cases involving an amount of Rs.6.88 crore were instituted during the years from 1963-64 to 
1993-94 in seven regions. Out of the above, 3 18 case~ involving an amount of Rs. 1.1 4 crore 
were dropped between March 1989 and Apri l 1998 by various certificate courts as on 
3 1 March 1999 as the information regarding address, particulars of the movable/immovable 
properties were not available either wi th the certificate holders or with the Tahasildars or the 
requisitioning officers were not diligent in complying w ith the objections raised by the 
Certificate Officers. 

Further, 655 cases involving an amount of Rs.1.89 crore ri;:lating to ·the peri od from 1963-64 
to 1996-97 were still pending in various certificate courts as on 3 1 March I 999. Department 
had taken no action to expedite these long pend ing cases. 

(BJ Certificate cases pending wit/I Tax Recovery Officer 

Regional Transport Officers have been authorised to exercise the powers of Tax Recovery 
Office rs (Certificate Officers) with effect fro m June 1993 under Schedule-II of the OMVT 
Act. However, there is no time limit fo r finalisation of certifi cate cases in the Act. Recovery 
of arrears of Rs.6.17 crore in 1,28 1 cert ifi cate cases booked in seven regions were pending 
with TROs as on 3 1 March I 999 as depicted below: 

(R u pee s i"'n I a I< h ) 
Yenr Balinnr'~ l GiTWack' Dhenkllnnl Canfam Phulbanl ... Puri S11mbalour 

No. of 
29 12 5 34 -- -

1993-94 cases 
Amount - 8.90 - 24. 10 - 13.70 -

No. of' 
4 1 2 90 84 20 --

1994-95 cases 
Amount 2.90 2.40 30.50 76.70 - 8.50 -
No. of 

99 15 I 19 9 1 - -
1995-96 cases 

Amount 6.90 19.90 0. 10 - - 14.90 22.50 
No. of 

6 14 7 29 49 - -
1996-97 cases 

Amount 7.20 2. 10 0.70 - ' 3.20 18.70 -

Year-wise break up in respect of Phulban i region was not made available 

/ 
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Year Balasore Cuttack Dhenkanal Gan'am Phuibani 
No. of 

35 7 200 30 
1997-98 cases 

Amount 1.70 1.30 156.00 3.80 
No. of 

190 
1998-99 cases 

RTO. Cuttack stated (May 2000) that the pendency was due to shortage of experienced staff. 

3.2.12 Conclusion 

Despite prev ious observations in Audit Reports and recommendations of PAC reqmnng 
toning up of the revenue collection machinery, no effective steps were taken by the 
department to arrest the growth of arrears which consequently rose by leaps and bounds 
during the period under review. Ba~ic records required fo r effective monitoring of recovery 
were neither maintained nor was any time limit prescribed fo r completion of recovery 
proceedings and realisation of Government dues. Stipulations aimed at collection of arrear 
dues before issue of permits were ignored and certificate cases could not· be sustained due to 
improper rnain.tenance of requisite records. Consequently, arrears amounting to 

Rs.16.39 crore which constituted 38.40 per cent of the total accumulated arrears remained 
unco llected fo r reasons directly attributab le to avoidable departmental lapses and inaction. 

The matter was reported to Government (May 2000): their reply is awaited (November 2000). 

3.3 

. . 
Under the Orissa Motor Vehicles Taxation (OMVT) Act, 1975, monthly tax payable in 
respect of a stage carriage is determined on the basis of the number of passengers (including 
standees) which the vehicle is permitted to carry and the total distance permitted to be 
covered in a day as per the permit. In the event of non-payment of tax within the specified 
period. the vehicle owner shall .be liab le to pay penalty of 100 per cent of the tax due when 
the de lay is more than two months. 

" ..._ Year-wise br~ak up in rcspcc1 ol'l'hulba111 region was nut 111mk available 
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A test check of records (between August 1999 and March 2000) in 12# regions rev~aled 
non/short realisation of motor · vehicles tax/additional tax amounting to Rs.59.87 lakh in 
respect of 407 vehicles for the period between April 1994 'and March 1999 due to non­
compliance of the above provisions. In addition, penalty of Rs. l.20 crore was also leviable. 

On this being pointed out in audit (between August 1999 and March 2000), all the taxing 
officers agreed (between August 1999 and April 2000) to issue demand notices for realisation 
of dues -except taxing officer, CuHack and Rourkela, who stated (September 1999 and 
March 2000) that the matter was to be verified. 

Government stated (August 2000) that Rs.0.23 ·lakh has been realised in 2 cases and demand 
notices for Rs.50.1 2 lakh issued in 95 cases in respect of 8"' regions. Further compliance is 
awaited (November 2000). 

3.4 Non/short realisation of motor vehicles tax in respe~t of vehicles plying 
unauthorisedly · ~ _ 

Under the OMVT Act, 1975, any motor vehicle covered by an undertaking of temporary 
discontinuance of use during the period of off-road declaratron is detected plying on the road 
or not found at the declared place shall be deemed to have been used through out such period· 
and the owner of the vehicle shall be liable to pay tax for the said period. Further, if any stage 
carriage is detected plying without a valid permit, the tax payable is to be determined 
attracting the highest rate of tax as per taxation schedule. 

During the course of audit of 12 regions it was noticed (between August 1999 and · 
March 2000) that ther_e was non/short levy of ~otor vehicles tax amounting to Rs.33.05 lakh 
in 142 cases besides penalty at the rate of 200 per cent amounting to Rs.66.21 lakh as per 
details given below: 

? (Rupees in I a k h ) 
SI. Numbt?rof No.of Non-levy Short levy Total P•nalty Nature 'of irregularities 
No reolons vehicles of tax of tu levial)le 
I 8" 42 7.76 -- 7.76 15.52 Motor ve_hicl~s violated off-road 

declaration 
2 I 18 100 17.90 7.39 25.29 50.69 Stage carriages plying without valid 

route pel1'11it 
Tot•I 142 25.66 7.39 33.il~ 66.21 - I 

# Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttack, Ganjam,. Kalahandi, Phulbani, Rayagada, Rourkela, Sambalpur and 

Sundargarh 

• Balasore, Bargarh, Chandikhol, Cuttack, Ganjam, Phulbani, Rayagada and Sundargarh. 

A Bargarh, Cuttack, Ganjam, K.alahandi, Rayagada, Rourkela, Sambalpur and Sundargarh. 

B Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttack, Ganjam, Kalahandi, Phulbani, Rourkela, Sambalpur and Sundargarh. 
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On this being pointed out in audit (between August 1999 and March 2000), all the taxing 
officers agreed (between ·August 1999 and April 2000) to realise the dues except the taxing 
officers, Cuttack and Rourkela, who stated (between September 1999 and March 2000) that 
the amount would be reali sed after verification. 

Government stated ·(August 2000) that demand notices for Rs .20.23 lakh have been issued in 
66 cases in respect of 8* regions. Further compliance is awaited (November 2000). 

j 3.5 Non-realisation of taxes 

Under the OMVT Act, 1975, tax due on motor vehicles should be paid in advance within the 
prescribed period at the rates specified in the taxation schedule unless exemption from 
payment of such tax is allowed for the period for which necessary undertaking of temporary 
discontinuance of use of the vehicle is delivered by the owner of the vehicle to the taxing 
officer on or before expiry of the term for which tax has been paid. Further, according to the 
instructions issued (February 1966) by tJ:ie Transport Commissioner, Ori~sa, demand notices 
for realisation of unpaid taxes should be issued within -30 days from the date of expiry of the 
grace period (15 days) for payment of tax. 

A test check of daily collection register and registration certificate of vehicles of 12# regions 
(between August 1999 and March 2000) revealed that tax in respect of 4, 115 vehicles was not 
paid during the years 1997-98 and 1998-99 and in respect of another 254 vehicles, tax was 
not paid for different periods falling between October 1994 and March 1999 though these 
vehicles were neither covered by off-road declarations nor had they intimated the deposit of 
tax in any other region. This resulted in non-realisation of tax amounting to Rs.3.08 crore. In 
addition, penalty at the rate of 200 per cent amounting to Rs.6.17 crore was also Jeviable. 

On this being pointed out in audit (between August 1999 and March 2000), all the taxing 
officers agreed (between August 1999 and April 2000) to issue demand notices for realisation 
of dues. Further progress of realisation was awaited (November 2000). 

Government stated (August 2000) that Rs.0.10 lakh has been realised in one case and deniand 
notices for Rs.1.12 crore issued in 448 cases in respect of 4* regions. Further compliance is 
awa_ited (November 2000). 

* 

# 

Balasore, Bargarh, Chandikhol, Cuttack, Gan jam, Phulbani, Rayagada and· Sundargarh. 

Balasore, Bargarh, Bhubaneswar; Chandikhol, Cuttack, Ganjam, Kalahandi, Phulbani, Rayagada, Rourke)a, Sambalpur and 

Sundargarh. 

• Chandikhol, Cuttack, Ganjam and Sundargarh. 
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3.6 Nonlsho·rt levy of penalty · for belated payment of motor vehicles 
tax/additional tax 

Under the OMVT Act, 1975, and rules made thereunder, penalty shall be leviable if a vehicle 
owner has not paid tax/additional tax in respect of motor vehicles within the specified period. 
In case of delay, the vehicle owner shall be liable to pay penalty ranging from 25 per cent to 
200 per cent of the tax/additional tax que depending upon the period of delay. 

During the course of audit of 12 regions (between August 1999 and March 2000) it was 
noticed that there was non/short levy of penalty amounting to ·Rs.22.52 lak.h in 248 cases as 
per detai ls given below: 

( Rup ees i n ~ a k h ) 
Sii Number of 

Number ofvehlcles 
Amount of oenaltv 

No. regions Not levied Short levied Total 

I 12(A) 158 15.52 - 15.52 

(Owned bv private operators) 

2 1 l (B) 82 - 5.61 5.61 

(Owned by private operators) 

3 I 8 1.39 - 1.39 

(Rourke la) (Owned by OSRTC) 

Total 248 16.91 5.61 22.52· 

On this being pointed out in audit (between August 1999 and March 2000) all the Taxing 
officers agreed (between August 1999 and Apri l 2000) to realise the dues except the Taxing 
officer, Cuttack who ·stated (September 1999) that demand notices would be issued for 
realisation, if due. 

Government stated (August 2000) that Rs.0.76 lak.h has been realised in 18 cases and demand 
notices for Rs.13.55 lakh issued in 169 cases in respect of g• regions. Further compliance is 
awaited (November 2000). 

I 3.7 Non-realisatlon of motpr vehi~les tax in respe~t of ~ont_ract carriages 

Under tlie OMVT Act, 1975 and rules made thereunder, motor vehicles tax In respect of 
contract carriages is to be realised as per the rates specified in the Act on the basis of number 
of passengers pe~itted to be carried as per the permit. 

(A) Balasorc, Bargarh, Bhubaneswar, Chandikhol, Cuttack, Ganjam, Kalahandi, Phulbani, Rayagada, Rourkela, Sambalpur and 

Sundargarh. 

(B) Balasore, Bargarh, Bhubaneswar, C'uttack, Ganjam, Kalahandi, Phulbani, Rayagada, Rourkela, Sambalpur and Sundargarh. 

+ Balasore, Bargarh, Chandikhol, Cuttack, Ganjam, Phulbani, Rayagada and Sundargarh. 
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During the course of audit of 9# regions, it was revealed (between August 1999 and 
March 2000) that motor vehicles tax and additional tax in respect of 469 contract carriages 
were not realised for various periods (between August 1995 and March 1999) even though 
these contract carriages were iss~d with valid permanent (5 years) permits and were .qot 
covered by an off-road undertaking. This resulted in non~realisation of tax and additional tax 
amounting to Rs.23.14 lakh. Besides, penalty at the rate 200 per cent amounting to 
Rs.46.28 lakh was leviable. 

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

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

3.8 . Short reali~ation of tax in respect of stage carriages used as contract 
carr.iages 

Under the OMVT Act, 1975 as amended from time to time, when a motor vehicle in respect 
of which tax for any period has been paid as per registration is proposed to be used in a 
manner for which· higher rate of tax is payable, the owner of the vehicle is li able to pay the 
differential tax. In determining such differential tax, any broken period in a month is ' to be 
considered as a full month. 

During the cdurse of audit of 11 • regions it was revealed (between August 1999 and 
March 2000) that 96 .stage carriages we're permitted for different periods between April 1997 
and March 1999 to ply temporarily as contract carriages for which higher rate of tax was 
leviable but not reaiised. This resulted in short realisation of tax amounting to Rs.3.22 lakh. . ~ 

In addition, penalty at"the rate of 200 per cent amounting to Rs.6.48 lakh was also leviable. 

On this being pointed out in audit (between August 1999 and March 2000), all the taxing 
officers agreed· (between August 1999 and April 2000) to realise the dues after issue of 
demand notices. 

# 

+ 

* 

Balasore, Bargarh, Bhubaneswar, Chandikhol, Cuttack, Ganjam, Phulbani, Rourkela and Sambalpur 

Chandikhol and Ganjam. 

!3alasore, Bargarh, Bhubaneswar, Chandikhol, Cuttack, Ganjam, Kalahandi, Phulbani, Rayagada, Rourkela and Sambalpur 
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Government stated (August 2000) that Rs.0.26 lakh has been realised and demand notices for 
Rs.1.01 lakh issued in 26 cases in respect of 4+ regions. Further compliance is awaited 
(November 2000). · 

I 3.9 Short realisation of composite tax under National Permit Scheme 

As per Government of Orissa notification (April 1998), composite tax in respect of goods 
carriage belonging to other States/Union Territories .plying in Orissa under National Permit 
Scheme shall be payable at the rate of Rs.5,000/:. per annum on or before 15 March every 
year in advance. 

In course of test c.heck of records of the State Transport Authority (ST A), Orissa it was 
noticed (March 2000) that composite tax in respect of 1,814 vehicles was short realised for 
the year 1998-99 during which the vehicles of other States were authorised to ply in Orissa 
under National Permit Scheme as the vehicle owners had paid composite tax either at 
incorrect rates or paid for part of the year in quarterly/half yearly instalments. This resulted in 
short realisation of composite tax of Rs.48.40 lakh. 

On this being pointed out in audit (March 2000) the State Transport Authority, Orissa stated 
(March 2000) that action would be taken to realise the dues. 

Government stated (August 2000) that the Transport Commissioner had been asked to furnish 
compliance. Further compliance is awaited (November 2000). 

3.10 Non/short realisation of motor vehicles tax/additional tax on stage 
carriages unc;ler reciprpcal agreement , ~ ·~ 

Where in pursuance of any agreement between the Government of Orissa and the 
Government of any other State, a stage carriage plies on a route partly within the State Of 
Orissa and partly within another State, such stage carriage is liable to pay tax/additional tax 
calculated on the total distanc~ _covered by it on such route in the State of Orissa at the rates 
and in the manner specified under the OMVT Act, 1975 and rules made thereunder. 

During the course of audit of STA, Orissa and 4* regions it was noticed (between 
August 1999 and February 2000) that tax/additional tax amounting to_Rs.7.43 lakh for the 

+ Balasore, Bargarh, Chandikhol and Phulbani. 

!If Balasore, Cul)ack, Ganjam and Phulbani . 
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period from June l 997 to March 1999 in respect of 34 stage carriages was not/short realised. 
Further, a penalty at the rate of 200 per cent amounting to Rs.14.86 lakh was also leviable. 

On this being pointed out in audit (between August l 999 and February 2000), the STA, 
Orissa and all taxing officers agreed (between September 1999 and February 2000) to realise 
the dues on issue of demand notices excepting the taxing officer, Cuttack who stated 
(September 1999) that the dues would be realised after verification. 

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

3.11 Non-realisation of composite tax in respect of goods vehicles under 
,. ' reciprocal agreement ·- "~·· - ·' ~ ~ -· ~ -· 

Under the provisions of the Orissa Motor Vehicles Taxation Act, 1975 when a goods vehicle 
enters ·the State of Orissa under the terms of any agreement between the Government of 
Orissa and Government of any other State, it is liable to pay additional tax for each entry into 
the State at the prescribed rates. In respect of goods vehicles belonging to the State of Andhra 
Pradesh authorised to ply in the State of Orissa under reciprocal agreement, Government of 
Orissa decided (August 1986) to levy Rs.1500/- annually on each vehicle as composite tax in 
lieu of the additional tax payable for each entry with effect from July 1986. The tax was · 
payable in advance in lump sum on or before 15 April every year by crossed bank drafts to 
the State Transport Authority, Andhra Pradesh, for onward transmission to the State 
Transport Authority, Orissa. In case of delay in payment, penalty of Rs. l 00/- for each 
calendar month or part thereof is also leviable in addition to the composite tax. 

During the course of audit of the State Transport Authority, Orissa, it was noticed 
(September 1999) that out of 900 goods vehicles belonging to the State of Andhra Pradesh 
authorised to ply in Orissa under reciprocal agreement during the year 1998-99, composite 
tax in respect of 128 goods vehicles amounting to Rs.1.92 lakh was not realised. [n addition, 
penalty of Rs.1 .54 lakh calculated upto March 1999 was also leviable but not levied although 
the dues amounting to Rs.13.50 lakh in respect of Orissa vehicles plying in Andhra Pradesh 
in the corresponding period has been paid in toto. 

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

Government stated (August 2000) thi!t the Transport Commissioner had been asked to furnish 
compliance. Further compliance is awaited (November 2000). 
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l 3.12 ShQrt realisation of motor vehi.cles tax due to application of incorrect r~tes 

Under the provisions of the Ori ssa 1lotor Vehicles Taxation Act. 1975, and rules ma.de 
thereunder, motor vehicles tax/add itional tax payable in respect or goods carriages of other 
States depends upon the periodicity of operation of the veh icles in Orissa and the registered 
laden weight of the vehicle. In respect of home State vehicles, the tax is dependent on the 
registered laden weight of such vehicles. Motor vehicles tax/additional tax in respect of goods 
vehicles of other States plying in Ori ssa is required to be co llec ted by the home State and 
remitted to State Transport Authority. Orissa. by means of crossed bank drafts. 

During the course of audi t of the Stare Transport Authori ty Ori ssa and I 0° regions. it was 
noticed (between August 1999 and March 2000) that motor vehicles tax/additional tax 
amounting to Rs.O. 94 lakh in respect of 164 goods carriages belonging to the State of 
Madhya Pradesh and Rs.1 .92 lakh in respect of 88 goods carri ages of home State was short 
realised due to incorrect computation and non-application of revised rates. In addi tion. 
penalty ar the rate of 200 per cent amounting to Rs.5.7 1 lakl1 was al so leviable. 

On thi s being pointed out in audit (between August 1999 and March 2000), the State 
Transport Authority. Ori ssa. and all the taxing officers agreed (between August 1999 and 
April 2000) to real ise the dues except the taxing offi cers, Bargarh and Cuttack who stated 
(between September 1999 and October 1999) that the amount would be realised after 
verifi cation. 

Government stated (August 2000) that demand notices fo r Rs.0.40 lakh have been issued in 
6 cases in respect ofJ· regions. Further compliance is aw<1i ted (November 2000). 

I 3.13 Non-realisation ot' taxlfees on trade certificate 

Under the OMVT Act. 1975. read with Central M. V. Rules 1989. manufactu rers or deale rs in 
motor veh icles are required ro obtain a trade certificare by paying the requisite tax/fees 
annually in advance from the registe1:ing authority wi th in whose area they have their place of 
business. Under the Motor Vehicles Act, 1988 a dealer includes a person who is engaged in 
the manufacture of motor vehicles or in building bodies for attachment to the chassis or in the 
business of hypothecation, leasing or hi re purchase of motor vehic les. 

© 13alasorc, Bargarh. Bhuham:swar. Chandikhol. Cunack. Gan.1mn. Kalah;1ndi. Rourkda. Samhalpur and St nckrgmh 

Chantlikhol. Cunack and Gan.1am. 
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During the course of audit of 6• regions, it was noticed (between August 1999 and 
March 2000) that trade certificate tax (Rs. 1.42 lakh) and fees (Rs. 1.36 lakh) were not 
collected during the period between April 19.97 and March 1999 from 119 motor vehicle 
dealers resu lting in non-reali sation of revenue amounting to Rs.2. 78 lakh. 

On this being pointed out in audit (between August 1999 and March 2000). all the taxing 
officers stated (between August 1999 and March 2000) that de11rnnd notices would be issued 
fo r realisation of dues. 

Government seated (August 2000) that demand notices for Rs.0.48 lakh have been issued in 
17 cases in respect of Chandi khol region. Further compliance is awaited (November 2000). 

+ 13argarh. 13hub;mcswasr. Chandikhol. Cutwck. Rourkcla and Samhalpur 
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CHAPTER-4 : LAND REVENUE 

I 4.1 Results of Audit 

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

(Rupees i n crore) 

SI. 
~,, 

Category '~ -- No. of cases A.mount 
No. 

I Non-collection of premium etc. from 36 16.07 
land occupied by local bodies/private 
parties etc. 

2 Non/short assessment and short 53 10.40 
collection of water rates. 

3 Non/short realisation of royalty on 62 0.24 
minor minerals. 

4 Non-lease/incorrect lease of sairat 184 0.07 
sources. 

5 Blockade of Government revenue due 2551 1.92 
to non-finalisation of OLR cases. 

6 Non-realisation of revenue due to 32,084 1.90 
delay in finalisation of OEA cases. 

7 Other irregularities 297 1.52 
- -

Total 35,267 32.12 
- - - - -- -~~~·-~-~-

During the course of the year 1999-2000, the department accepted under-assessment etc. of 
Rs.1 .1 3 crore in 965 cases which had been pointed out by audit in earlier years. 

A few illustrative cases highlighting important audit observations involving Rs.76.7 1 lakh are 
mentioned in the following paragraphs. 
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[ 4.2 Non/short realisation of water rate 

Government of Orissa in Revenue and Excise Department Notificat ion dated July 1998 
revised the rate of water charges with effect from 18 July 1998 fo r supply of water for 
industrial , commercial and domestic purposes. Prior fo that, water rates were levied as 
prescribed in the Orissa Irrigation (Amendment) Rules, 1994. Board of Revenue ordered 
(November 1998) that the assessment for collection of water rate from the industries and 
commercial organisation should be completed by the end of November I 998 and compliance 
be reported by I 5th December 1998. 

During the course of audit (between May 1999 and January 2000) of three Tahasils it was 
revealed that water rate amounting to Rs.66.79 lakh were not realised from the units which 
drew water from Government sources as detailed below: 

(Rupees i 11 I°akh) 
SI. Tahasil No. of Period Purpose Water rate Water Balance 
No. cases due rate paid 

1 .Setnoti 8 April 1996 to Industrial/ 1.43 - 1.43 
March 1999 commercial 

2 Chatrapur 2 October 1994 to fndustrial 5 1.81 - 51.81 
March 1999 

,., 
.) Tangi 2 April 1998 to Domestic and 14.05 0.50 13.55 

Choudwar March 1999 industrial/ 
commercial 

Total 12 
. 

. 67.29 0.50 66.79 

Of the above amount, Rs.63. l 0 lakh were due from three companies alone viz: (i) Mis. Indian 
Rare Earth, Chatrapur (Rs.46.55 lakh) (ii) M/s. Jayashree Chemicals Ltd., Ganjam 
(Rs.5.26 lakh), (iii) M/ s. Orissa Textiles Mills, Choudwar (Rs. 11.29 lakh). Further, interest 
payable for delay in payment was charged in only 2 cases. Interest in the balance 10 cases 
could not be raised as the Tahsildars had fai led to assess the demand and issue demands 
notices in the form prescribed in the Amendment Rules 1994 which stipulate levy of interest 
at the rate of 2 per cent compounded monthly after expiry of the date specified in the demand 
notice. 

On this being pointed out in audit (between May 1999 and January 2000), the Tahasildar 
Betnoti stated (August 1999) that steps would be taken to realise the dues. after examination 
of the cases and the Tahasi ldar Chatrapur stated (January 2000) that steps would be taken to 
issue demand noti ce at the revised rates whi le the Tahasildar Tangi-Choudwar stated 
(May 1999) ·that the cases were pending in his court and the aniount would be recovered on 
finalisation of the same. 

The matter was reported to Government (April 2000); their reply was awaited 
(November 2000). 
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4.3 Non/short realisation of premium and ground rent for conversion of 
agricultural land 

Under the Orissa Land Refonns Act 1960, a raiyat is liable to ev iction if he has used 
agricultural land for any purpose other than agriculture. Under the Orissa Land Refonns 
(Amendment) Act 1993 and the rules made thereunder, such land can on an application made 
by him in the prescribed fom1, be re-settled on lease basis on payment of premium at the rate 
prescribed in the amended Act plus ground rent at 1 per cent of the premium. Such land is 
deemed to be settl.ed on lease basis on payment of premium at the rate equal to fifty per cent 
of the prescribed rate if the conversion is made prior to the commencement ( 1 July 1994) of 
the amended Act. 

During the course of audit of 3 Tahasi ls, it was noticed (between June 1999 and 
January 2000) that Revenue Inspectors reported (between April 1980 and October 1998) that 
agricultural land measuring 46.08 acres was used for purposes other than agriculture. Based 
on these reports, the cases were booked and notices were issued (between June 1980 and 
November 1998) to the defaulting raiyats to appear before the Tahasildar for hearing. 
However, the cases have not been disposed of so far (April 2000). This resulted in non/short 
realisation ofrevenue amounting to Rs.9.92 lakh as detailed below: 

(Rupees in I a k h) 
SI. Tahasil Area in acres Purpose Year of Amount of non/short realisation 
No. (No. of cases) conversion Premium Ground Total 

rent 
I Chatrapur 13.83 (2) Poultry 1995-96 6.40 0.27 6.67 
2 Nandapur 28.25 (5) Hom stead 1980-81 1.97 0.07 2.04 

and factory to 
I 998-99 

3 Sukinda 4.00(1) Industrial 1998-99 1.20 0.0 1 1.21 
Total 46.08 (8) 9.57 0.35 9.92 

On this )Jeing pointed out in audit (between May 1999 and January 2000), the Tahasildars 
stated (between June 1999 and January 2000) that steps were being taken to realise the dues. 
Further report on recovery was awaited (November 2000). 

The matter was reported to Government (between March 2000 and April 2000); their reply 
was awaited (November 2000). 
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[' CHAPTER-5: STATE EXCISE 

I 5.1 Results'of Audit 

Test check of the records maintained fo the offices of the Superintendent of Excise conducted 
during the year 1999-2000 revealed non/short rea lisation and loss of revenue etc. amounting 
to Rs. 14.80 crore in 1.052 cases which may broadly be categorised as under: 

I R uoee s i n crore) 

SI. ~' Cate~ No.of Amount -
No cases 

1 Non/short reali sation of duty/license fee 294 11.98 

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

3 Other irregularities ,, 406 1.95 

Total . .. 
1052 

.. 
14.80 ~~ .-- - ~ ~ "'" -· .r-"-~ - -~ ·r. - ·- ~ 

During the year 1999-2000. the department accepted under-assessment etc. of Rs. 76 lakh 
involved in 54 cases which had been pointed out in aud it in earl ier year~. 

A few illustrative cases highlighting important audit observations i.ivolv ing Rs.8.72 crore are 
mentioned in the fo llowing paragraphs. · 
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Under the Board's Excise Rules, 1965, samples of raw materials used in distilleries for 
manufacture of spirit and• spirit manufactured therefrom shall be sent to the Chemical 
Examiner for .examination once in Jufy and again in December each year and at other times_, 
if required, to determine the output of spirit for·the purpose of levy of duty. 

Loss of revenue arising out of shortfall in production in a distillery under the control of 
Superintendent of.Excise, Ganjam, when compared to the report of the.Chemical Examiner · 
was commented in Para.5.2 of the Audit Report (Revenµe' Receipts) of the Comptroller and 
Auditor General of India for the years 1.998 and 1999. However, no action was taken to either 
raise the ~emand or prevent the loss of revenue. 

' I , 

<During the course of audit (July 1999) of the records of the distillery, it was noticed that 
6,342.295 matric tonne (MT) molasses was 1used in the distillery dutjng 1998-99 for 
manµfactti.re of spirit. The samples of molasses were sent to the Chemical 'Examiner during 
July 1998 and March 1999. Based on the reports of the Chemical Examiner, the outtum of 
spirit from 6,342.295 MT molasses should have been 36,¢1,740.934 London Proof Litre 
(LPL) at the rate of 5_?4.199 LPL per tonne of molasses against the actual yield of 27,54,463"· 
LPL. This resulted in shortfall in production of 8,87,277.934 LPL and consequential loss of 
revenue of Rs.7 .99 crore in th~ shape of excise duty. · 

On this being p'ointed out in audi((July 1999), the.Superintendent of Excise, 'Ganjam, raised 
(May 2000), the demand.for·:Rs.7.99 crore against the distillery. 

The matter was reported to Government (March 2000); their reply is awaited 
(November 2000). 

" I 

Under Rule 64 of the Board's Excis'e Rules, 1965, a licensee is required to maintain a 
minimum stock of spirit as may be fixed by the Collector at the beginning of the year. As and 
when the stock of spirit falls below the minimum so prescribed, the licensee shall replenish 
the stock up to the prescribed minimum and in the event of his failing to do so, the Collector 
may procure tll:e quantity of spirit required from any source to restore the minimum stock. 
The licensee shall be liable to compensate any loss to Government revenue which may have 
occurred due to his failure to maintain an adequate stock. ' 
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During the course of audit of records for · 1998-99 of one spirit warehouse~ ·under the 
jurisdiction of Superintendent of Excise, Ganjam, it was noticed (July 1999) that the licensee 
allowed the stock of rectified spirit to go dry during the period · from 13 January to 03• 
February 1999 as against the prescribed minimum stock . of 50,000 Bulk litre (BL) of spirit 
fixed by the Collector, Ganjam, despite the fact that there had 1been a demand for rectified 
spirit to the extent of 1,07,500 BL during the corresponding period in the previous year. 
However, the department fai led to initiate any action to restore it to the prescribed minimum 
stock. Based on average daily sales (calculated on the basis <>f average sales per day during 
the preceding 92 days), the loss of revenue worked out to Rs.63.61 lakh. ' 

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

' I L • 

The matter was reported to Government (March 2000); their reply is awaited 
(November 2000). 

According to. Bihar and Orissa Excise Act, 1915, read with rules made theretlnder license for 
the wholesale or retail outlets of intoxicants ·may be granted for each year from 1 April to 
31 Ma~ch. The Excise Policy announced (21 March 1997) by the Government for the year · 
1997-98 envisaged that all types of excise shops ·should. be renewed from 1 April 1997 to 
31 May 1997 on the existing terms and conditions and ·f9r the period from 1 June 1997 to 
31 March 1998, settlement of shops should be completed through auction-cum-tender-cum-

• , I I 

negotiation. 

During the course of audit of Superintendent of Excise, Sambalpur, it ·was noticed 
(September 1999) that out of the 33 outstiH shops provisionally settled (May 1997) by the 
·Collector, Sambalpur, Government approved1 (May 1997) settlement of 32 shops and . 
settlement of one shop at P . Niktimal was withheld on the ground of a complaint lodged by 
an MLA •• for which the Collector was required to submit a report. As the copy of the 
co~plaint was not made available, the Collector requested. (May 1997, Jilne 1997 and 
November 1997) to supply a copy of the complaint to .examine the facts. The copy of the 
complaint was made available in December 1997 and the Collector found it to be without any 
substance. Accordingly, Collector requested (January 1998) the Government to take a 
decision in view of his refe;ences . as noted above. The Government finally approved 
(March 1998) the settlement of the shop for the remaining period of l997-98. Delay on the 

Aska Co-operative Sugar Industry. 

Member of Legislative Assembly. 
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· part of the Government in furnishing the copy of the complaint and further taking decision on 
the report (January 1998) of the Collector, the Government was deprived of revenue of 
Rs.8.20 lakh calculated on the basis of consideration money at the rate of Rs.0.83 lakh per 
month for the period from l June 1997 to 27 March 1998. 

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

I 5.5 Non/sfl.Qrf re.aI;sation of cost of esta~lishment charges 

As per rule 34(2) of the Board's Excise Rules, 1965, licensees of bonded foreign liquor 
warehouses including the warehouses of foreign liquor manufacturing and bottling plants are 
required to pay to Government (at the end of each month) fees for deployment of excise staff 
engaged in supervision of the operations carried on in such warehouses and:plants. 

During the course of audit of five District Excise Office~ (Ganjam, Jagatsinghpur, Rayagada, 
Sambalpur and Sundargarh), it was noticed (between July and December 1999) that the 
concerned Superintendent of Excise fai led to demand an amount of Rs.2 .07 lakh (including 
Rs.1.15 lakh on account of revision of pay and· allowances) towards cost of establishment 
charges for the period from 1995-96 to 1998-99 from 5"" private bottling plants and 
consequently·the revenue remained unrealised. 

On this being pointed out in audit (between July .1999 and December 1999), all the 
Superintendents of Excise concerned stated (between July 1999 and Dece.mber 1999) that 
action would be taken to realise the amount. 

The matter was reported to Government (April 2000); their reply 1s awaited 
(November 2000). 

+ I. Mis Poonam Distillery, Gopalpur 

2. Mis East Coast Breweries and distillery Ltd ., Paradeep. 

3. Mis Castle Bottling, blending and compounding Plant, Suidihi. 

4. Mis J.S.C.O., Rayagada. 

5. Mis I Ii- fcch Bottling Plant, Sambalpur. 

68 



( CHl\PTER-6 : FOREST RECEIPTS ) 

I 6.1 Results of Audit 

Test check of records maintained in various Forest Divisions conducted during the year 
1999-2000 revealed non/short levy of dues and loss of revenue etc. amounting to 
Rs.43.40 crore in 2,967 cases which may broadly be categorised as under: 

(Rup ees in crore) 

SJ. Category 
- -

No. of Amount 
· No. cases 

1 Non/short levy of interest on belated 78.0 0.37 
payment of royalty 

2 Non-realisation of compensation 202 7.53 

3 Non-realisation of royalty 70 1.24 

4 Loss of revenue due to short 1020 6.89 
delivery/shortage of forest produce 

5· Other irregularities 894 16.39 

6 Review on "Collection of Arrears of 1 10.98 
Forest Receipts" 

~ ,, - ' 
Tot;tl 

i~ . - - , 
2967 43.40 

~ ~ . ~ 

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

A few illustrative cases highlighting important audit observations involving Rs.59.83 lakh 
and findings of review on "Collection of arrears of Forest Receipts" involving Rs. l 0.98 crore 
are mentioned in the following paragraphs. 
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I 6.2 Collection of l\.tre11rs of Forest Receipts 

6.2.1 Introduction 

The administration and exploitation of forest produce in Orissa is governed by the Orissa 
Forest Act, 1972 (Act), the Orissa pgtest Department Code (Code) and rules made 
thereunder. The Act and Rules require the State Government (Forest and Environment 
Department) to annually assess and collect the forest revenue and to talce adequate and 
prompt action including coercive measures where the dues have fallen into arrears on account 
of sale/disposal of various forest produce. 

Exploitation of forest produce was nationalised from 1972-73 onwards. The Orissa Forest 
Development Corporation (OFDC), a Government of Orissa undertaking, was entrusted with 
the operation of major forest produce (timber, bamboo, sal seed, kendu leaves, etc.) of the 
State. Apart from the OFDC, the Orissa Tribal Development Co-operative Corporation 
(TDCC) and other Tribal Co-operative Societies are also allowed to operate the lease of 
minor forest produce particularly in predominantly tribal areas on payment of royalty at rates 
fixed by the Government. Private parties are permitted to .talce the lease of Minor Forest 
Produce (MF~) only. 

6.2.2 Organisational Set Up 

The Forest Department is headed by the Principal Chief Conservator of Forest (PCCF) and 
assisted by the Assistant Chief Conservator of Forest (ACCF) at the headquarters; 
Conservators of Forest (CF) at the .circle level and Divisional Forest Officers (DFO) at the 
division level. There are 4 territorial forest circles and 27 territorial forest divisions in the 
State. 

6.2.3 Scope of A udit 
. 

With a view to evaluate the efficiency of the department in ensuring collection of forest 
• receipts, a test check of records in the offices of the PCCF, Orissa, all the 4 Forest circles , 

9 Territorial forest divisions** (out of 27 divisions) and the Forest .and Environment (F&E) 
Department was undertaken during the period from October 1999 to April 2000. The results 
of the test check are discussed in the succeeding paragraphs. 

* Angul, Berhampur, Koraput and Sambalpur. 

** Angul, Baripada, Dhenkanal, Jeypore, Karanjia, Keonjhar, Nayagarh, Parlakhemundi and Puri. 
I 
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6.2.4 Highliglits 

•:• Improper maintenance of essential records led to under-reporting of arrears ofi 
Rs.5.12 crore to the Government. 

{para 6.2.6L. 

•!• Arrears of Rs.2.85 crore were pendin~ for wan(.of details of. properties, addresses· 
etc., of defalllterl in 580 cases, JacJc of ij>ursuance with certificate courts in 527 cases 
and non-institution ofcerUficate , roceedings in one case. 

[para 6.2. 7(A)(a,b,c & </)} 

by the department to recover arrears of Rs.55.66 crore 

[p,ara 6.2. 7 (B)(i)} 

Non-fmalisation of rate of royalty on· sal seed .for the years 1992 to 1994 resulted in 
'increase of arrears ofRs.89 lakhagainst OFDC. .1 · 

[para 6.2. 7 (B)(iii)} 

6.2.5 Trend of Collection of Forest Receipts 

Forest revenue is derived mainly from sale of timber, bamboo, sal seed, kendu leaves and 
other MFP items. In addition, compensation, fines and forfeitures are charged for 
unauthorised and illicit felling of trees belonging to the department. 

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

( R 'u p 'e es in crorc) 
\rear · Bu,dget~Estimate ~evenlie realised ;y;iriatlons 1 Percentage of 

. ·~ariation 
1994-95 127.2 1 118.80 (-) 8.41 (-) 6.61 
1995-96 132.21 68.26 (-) 63.95 (-)48.37 
1996-97 120.00 76.21 (-) 43.79 (-)36.49 
1997-98 105.00 73.29 (-) 31.71 (-) 30.20 
1998-99 11 5.00 87.30 (-) 27.70 (-)24 .09 

1999-2000 110.00 95.39 (-) 14.61 (-) 13.28 

As would be seerr from the above, the shortfall in collection of revenue varied fr~m 6.61 to 
48.37 per cent during the years 1994-95 to 1999-2000., 

The PCCF attributed (December 1999) the shortfall in collection of revenue to irregular 
payment of dues by the OFDC/TDCC and other agencies. 
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As reported by the PCCF (December l999), the target of collection of arrears and actual 
collection thereagainst (excluding kendu leaves) during the years 1994-95 to l 998-99 was as 
under: 

(Rupees i n 'Crore) 
Year Arrears estimated Actual collection of Percentage of collection 

-~ for collection arrears to arrears 
1994-95 40.69 2.92 7 
1995-96 39.96 5. 19 i 3 
1996-97 47.68 2.76 6 
1997-98 58.43 12.92 22 
1998-99 49.50 2.48 5 

It would be seen from above that the percentage of collection of arrears was very minimal i.e. 
ranging between 5 and 22 per cent during the period 1991-9.5 to 1998-99. 

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

6.2. 6 Under-reporting of Arrears 

Under the provisions. of Orissa Forest Department Code, an abstract of outstanding Demand~ 
Collection and Balance (DCB) is required to be submitted quarterly by the DFOs to the CF. 
The CF is required to review the position and send the same to the PCCF who in turn shall 
submit the figures to the Government. 

Scrutiny of the DCB statement furnished by the PCCF (October 1999) revealed that the total 
outstanding forest revenue up to the end of March 1999 was Rs.60.34 crore. However, the 
year-wise breakup of these outstanding revenue was not furnished to audit. Test check of 
records of 4 CsF (March 2000) revealed that the total arrear dues against various agencies as 
on 31 March 1999 were Rs.65.46 crore resulting in under-reporting of arrears of 
Rs.5. 12 crore by the PCCF to the Government. Further, scrutiny of records in 9 DFOs test 
checked, 4 CsF and PCCF revealed as under: 

(Ru_ pees in crore) 
Name or tbe Division Divisional fllrn res CF fieures PCCF fieures 

Angul 1.95 1.95 2.28 
Baripada 1.20 1.20 1.1 7 
Dhenkanal 1.48 1.48 1.48 
Jeypore 9.1 7 9.09 8.44 
Keonjhar 1.1 6 l.16 l. 14 
Karaniia 2.1 3 2.1 3 2.56 
Nayagarh 1.04 1.04 1.04 
Parlakhemundi 1.40 1.40 1.44 
Puri 1.99 l.99 ·1.98 

Total -· - 21.52 . 21.44 21.53 -
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There was variation in the figures of arrears reported between the DCB statement compiled 
by the PCCF and compiled statements furnished by the CsF in respect of seven"' out of 
9 divisions. Further, in Jeypore division, there was a discrepancy of Rs.8 lakh between the 
di visional figure and CF ·figure due to under-reporting of arrear of Rs.8 lakh under sal seed 
and bamboo by the DFO, Jeypore to the CF, Koraput. 

In response to an audit enqu iry, PCCF stated (August 2000) that such discrepancies arose due 
to non-intimation of correct figures by the divisions concerned and that steps wou ld be taken 
to reconci le the discrepancies after obtaining tpe revised figures from the divisions. The DCB . 
register of the PCCF was also not made up-to-date beyond March 1997. As a result, the 
authenticity of the figures could not be vouched in audit. 

6.2. 7 A nalysis of Arrears 

The PCCF/Forest and Environment Department did not furnish the year wise/agency-wise 
detail s of the uncollected forest receipts (Rs.60.34 crore) as on 31 March 1999. However, 
information compiled by audit in respect of 4 CsF revealed as u9der: 

(Rupees in crore) 
Name of the Agencies More than Period of Pendency Grand 

10 years Less than 10 vears Total 
5-10 years 3-5 years 1-3 years 

Contractual Agencies 2.78' 0.26 0.08 0.04 3.16 
(2403 cases) (49 cases) (2 1 cases) (2 1 cases) (2494 cases) 

OFDC 3.5 1 15.33 6.28 30.54 55.66 
TDCC 0.67 1.69 0.73 0.63 3.72 
Other Tribal Co-op. Societies 0.02 0.05 0.02 0.06 0. 15 
Other Government Departments 0.5 1 0.05 0.03 0. 16 0.75 
Paper Mills 2.02 -- 2.02 

(2 cases) (2 cases) 
Total 9.51 17.38 7.14 31.43 65.46 

Out of 2,494 cases involving revenue of Rs.3. 16 crore pertaining to contractual agencies, 
1,548 cases involving Rs. l.1 9 crore were pendini:, in different certificate courts for recovery 
as arrears of land revenue and the balance 946 cases involving Rs.1.97 crore were pending 
with the departmental authorities without any action for want of correct address and property 
statements of the defaulting contractors. Further, OFDC also accounted fo r 85 per cent of the 
total dues. 

Angul, Baripada, Jeypore, Keonjhar, Karanjia, Parlakhemundi a nd Puri. 

1778 casrs involving Rs 1.30 crore were between 20 to 30 years and above old and 625 cases involving Rs.1.48 crore were 

between 10 to 20 years old 
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Failure of the department to realise Government dues by invoking recovery proceedings and 
other modes resulted in accumulation of arrears. A few illustrative cases are given below. 

(A) Contractual Agencies 

(a) Time barred cases pending with the Departme11t 

I 

In terms of erstwhile Forest, Fisheries and Animal Husbandry Department Notification 
No.11145 dated 12 August 1972, all arrears of forest revenue should be realised from the 
defaulting contractors within 30 years by instituting certificate cases as per provisions of the 
Orissa Public Demand Recovery (OPDR) Act. Non-institution of certificate cases within 
30 years is barred by limitations under Article 112 of Orissa Limitations Act, 1963. . , 

Test check of 8 forest divisions# revealed that certificate cases were not instituted within the 
prescribed period of 30 years in 136 cases relating to ,period from 194 7-48 to 1968-69 
involving revenue of Rs.7.29 lak.h and interest of Rs.15.94 lak.h due to want of correct 
address and property statement of the defaulting contractors. 

Government accepted (September 2000) the audit observation and confirmed that certificate 
cases were not instituted due to non-availability of property details of the defaulting 
contractors. 

(b) Collection of arrears held under certificate proceedings 

Under Section-87 of Orissa Forest Act ·1972, Government revenue may be realised as arrears 
of land revenue through certificate proceedings. Test check of records of 9 forest divisions 
revealed that out of 1107 cases, 527 cases involving arrear dues of Rs.27.31 lak.h and interest 
of Rs.59.19 lakh pertaining to the period from 1946-47 to 1996-97 were pending in different 
certificate courts for realisation. This resulted in non-realisation of arrears of Rs.86.50·lakh. 

Government while accepting (September 2000) the audit observations attributed the delay to 
factors like: death of the defaulting contractors and transfer of their property to their legal 
heirs, shifti~g of defaulters to outside State, etc. It was added that action was being taken for 
time-bound 9isposal of such cases. 

(c) Cases pending with the departmental authorities 

It was noticed that 444 cases involving Government revenue of Rs 45.76 lak.h and interest of 
Rs.48.28 lakh pertaining to the period between 1969-70 and 1998-99 were pending with the 

/ 

II i\ngul, Baripada, Dhenkanal, Keonjhar, Karanjia, Nayagarh, Paralakhemundi and Puri. 

74 



-
Chapter-VJ Forest Receipts 

DFOs without institution of certificate cases for want ·of correct address and property 
statement of the defaulting cqntractors resulting in blockage of Government revenue. 

Government stated (September 2000) that the DFOs were being instructed to institute 
certificate cases where these were still within the time limit after collecting requisite· 
information or to submit proposals for write-off. 

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

A private firm was appointed by Government as an agent for coHection artd·utilisation of 
MFP items in the ·State for a period of 10 years from 1 October 1990:10 30 September 2000. 
An agreement was executed (April 1992) with the firm with the stipulati9n that the firm 
should pay 50 per cent of the minimum royalty at the beginning of the lease year and balance 
50 per cent by 31 March. ' · ' · 

Scrutiny of records of the PCCF Orissa revealed (February 2000) that the firm became a 
defaulter in making payment of royalty. Barring· a few occasions, it could not pay the royalty 
on the due dates and failed to clear the dues from 1993-94 onwards. Even SO.per cent of the 
minimum royalty could not be cleared up from 1995-96 onwards and the quantum of non­
payment increased from 1996-97 onwards. Consequently the agreeme~t With the firm was· 
terminated (October 1998). However, certificate proceedings were not instituted for recovery 
of the outstanding dues ofRs.73.14 lakh out of total dues ofRs.213.87 lakh and interest of 
Rs.8.44 lakh (up to September 1998) at the rate of 6.2'5 per cent per annum from 1993-94 . 

. Even after termination of the agreement, the security deposit of Rs.5.32 lakh deposited by the 
firm in shape of promissory notes had not been revoked. 

On this being pointed out (February 2000) in audit, the PCCF stated (February 2000) that the 
DFO, Sambalpur had been authorised (February 2000)' to initiate certificate proceedings 
against the furn for realisation of outstanding dues alongwith interest. 

(B) Orissa Forest Development Corporation 

(i) Pendency of arrears due to Jack of proper action by the department 

Under Section-3 (9)(iv) of the Orissa Forest Produce (Control of Trade) Rules, 1983, any 
Government dues if not paid within 15 days from the date of notice of the DFO is recoverable 
as a public demand under the provisions of the Orissa Public Demand Recovery Act, 1962. · 

It was noticed that arrear dues of Rs.55.66 crore up to the end of March 1999 (85 per cent of 
the total dues) had remained unpaid by the Corporation for periods ranging from more than 
l O years to J year. 
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On this being pointed out the PCCF and Government stated (September 2')00) that 
dP.partmental action was being taken to review the progress of collection of arrears. Further 
report i:; ~wa~ted (November 2000). 

(ii) Non-realisation of interest 

Under Rule 42 of the Orissa Forest Contract Ru les, 1966 read with Government (F&E 
Department) ordr~· of February 1977, the OFDC is liable to pay interest at the rate 6.25 
per cent per annum, if it fai ls to pay the royalty within the stipulated period. The TDCC is 
also liable to pay interest at the above rate on MFP items. 

Test check of records of 9 divisions revealed (between October 1999 and March 2000) that 
against the interest of Rs.1.40 crore leviable on the atTear dues of Rs.5. 72 crore against 
OFDC/TDCC for the period from 1978-79 to 1998-99, interest of Rs. 19 lakh only was levied 
by the department. No interest had been paid so far. This resu lted in non-realisation of 
interest of Rs. 19 lakh besides under-assessment of interest of Rs.1.21 crore. 

On being pointed out, the Government stated (September 2000) that action was being taken 
to collect the dues. Further report on recovery is awaited (November 2000). 

(iii) Non-fiualisatiou of rate of royalty on sal seed 

Under the provisions of the Orissa Forest Produce (Control of Trade) Act, 1981, the OFDC 
had been appointed as an agent for collection of and trade in sal seed in the State on payment 
of royalty as fixed by the Government from year to year. 

Scrutiny of records of the PCCF (December 1999) revealed that the OFDC collected 
883 16.685 metric ton of sal seed during 1992 to 1994. The rate of royalty for the same was 
however not finalised by Government. The OFDC had i:epresented to Government for 
fixation of rate of royalty at reduced rate as they had sustained heavy loss in sal seed trade in 
these years. Accordingly, Government sought (March 1998) .certain information such as total 
quantity of sal seed collected, cost of collection, disposal of stock etc. from the OFDC which 
was furnished in July 1999. The PCCF had thereafter assessed the rate of royalty for these 
years as detailed below: 

(Rupe es in cro r eY 
Year Quantity Rate Total Amount paid by Balance 

Collected (in rupees) per MT amount the OFDC to be 
(in MT) (orooosed hv the PCCF) payable (provisionally) paid 

1992/ 1993 65505 .804 152.66 l.00 1.00 --
1994 228 10.881 389.0 1 0.89 -- 0.89 

Total 88316.685 1.89 1.00 0.89 
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Thus, non-finalisation of rates of royalty led to blockage of Government revenue of 
Rs.89 Jakh resulting in increase of arrears. 

On being pointed out, the Government stated (September 2000) that the matter was pending 
for decision. 

(iv) Blockade of reven ue with OFDC 

As per Rule 240 of the Orissa Forest Department Code, no lease should be granted to OFDC 
without prior fixation of royalty. The Orissa Forest Contract Ru les, 1966 envisage that a 
contractor shall be responsible for losses by reason of any wrongful act by a third party or 
natural calamity and shall not claim reduction of the sums payable under the contract. 

Scrutiny of records of CF, Koraput (March 2000) revealed that Government revenue of 
Rs.7 1.70 lakh was pending with OFDC as disputed demand for periods ranging from 4 to 10 
years or more. This included (i) Rs.20 lakh being royalty on 1212 units of timber lifted by 
OFDC during the year 1993-94 pending finali sation of rates of royalty at Government level; 
(ii) Rs.3 lakh being royalty on 16,052 cft of timber lifted by OFDC during the year 1995-96 
which remained unpaid by OFDC due to disagreement over rates of royalty and 
(iii) Rs.33 lakh under Kalahandi division and Rs.16. lakh under Nawarangpur division 
towards royalty on timber etc. not lifted by OFDC on plea of non-availability of the same on 
the site as detailed below: 

Name of the Year Quantity Quantity Balance not Royalty, payable 
Division offered (in cft) lifted (in cft) Jifted (in cft) (Rupees in lakh) 

Kalahandi Up to 1989-90 19228 5031 14197 25 .00 
3 143 un its 3 143 units 

1990-9 1 1501 790 7 11 0.40 
1991-92 5 1086 42916 8 170 5.20 
1992-93 7 19 301 41 8 0.60 
1993-94 3787 413 3374 22. 10 

12 12 units 12 12 units 
1995-96 16052 16052 -- 2.90 

Nawarangpur Uo to 1989-90 12 176 . 3322 8854 6.80 
1990-9 1 10690 7229 346 1 4.60 
1991-92 3420 430 2990 2.80 
1992-93 844 -- 844 1.30 

Total 
119503 76484 43019 71 .70 

4355 units 1212 units 3143 units 
Note: - In case of standing trees, volume of timber 1s estimated on ' unit' basis, whereas, in case of felled trees, actual volume 
of timber is quantified on cubic feet ( cft) basis. 

On being pointed out, the Governmerit stated (September 2000) that OFDC was liable to pay 
royalty as finalised by the Government along with interest for belated payment and 
responsible for not li fting of timber in Kalahandi and Nawarangpur Divisions. 
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6. 2.8 Coucl11sio11 

Failure on the part of the Government to reali se the arrear dues from OFDC, non-finalisation 
of certi ficate cases against the private contractors and improper maintenance of records led to 
loss or non-realisation of Govenunent dues of Rs. J 0.98 crore which constituted 18 per cent 
of the total accumulated arrears of Rs.60.34 crore. Further, lack of effective centralised 
machinery for efficient monitoring of receipts of royalty and progress of exploitation 
operations in the fi eld worsened the position of arrears. 

Government stated (September 2000) that based on the audit observations the PCCF had 
suggested creation of a recovery cell and that necessary action was being taken to monitor 
recovery of arrear dues in a systematic manner so as to minimise arre<:.rs of revenue. 

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

Government instructed (July 1989) for early disposal of timber seized in undetected (UD) 
forest offence cases either by prompt delivery to the Orissa Forest Development Corporation 
(OFDC) or by public auction in order to avoid loss of revenue due to deterioration in quality 
and value of such goods. Under the provision of Orissa Forest Act, 1972, the timber seized in 
other forest uffence cases which were under process of prosecution could be disposed of 
under inte1im orders of the Magistrate. 

During the course of audit of 6 forest divisions, it was noticed (between May 1999 and 
September 1999) that 12, 780.20 cft of timber valued at Rs.41 lakh on the basis of rates 
prescribed by the department for the year 1998-99, salvaged in 443 UD offence ·cases 
between 1990-91and1998-99 was not disposed of till the date of audit as detailed below: 

Rupe es in I a k h) 
SI. Name of No. of UD cases and year Quantity of Value of 
No. the 

1990-91 1995-96 1996-97 1997-98 1998-99 Total 
timber in cft timber 

Division pendin2 disposal 
~-

I Angul - - - - 165 165 8246 31.50 
2 Dhenkanal - 2 8 14 47 71 101 5 1.80 
3 Ghumsur(s) - - 12 5 22 39 348 0.50 
4 Keonihar 2 I 7 15 43 68 1264 1.80 
5 Nayagarh - - - 3 56 59 1473 4.10 
6 Sarnbalpur - - 10 6 25 41 434 1.30 

Tata! 2 3 37 43 358 443 12780 41.00 
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On this being pointed out in audit, the concerned DFOs (except Sambalpur) stated that 
7573 cft of timber ( l 70 cases) valued at Rs .28.30 lakh have been delivered to OFDC for 
disposal and timber 947 cft (60 cases) valued at Rs.1.40 lakh was sold through auction 
realising an amount of Rs. l.30 lakh. Disposal of balance quantity of 4260 cft in 213 cases 
was yet to be done. 

The matter was reported to Government (May 2000); their reply is awaited (November 2000). 

j 6.4 Non-levy of interest on belated payment of royalty 

Under the Orissa Forest Contract Rules, 1966, if a contractor fails to pay any instalment of 
consideration money for sale of forest coupe(s) by the due date, he is liable to pay interest at 
the rate of 6.25 p er cent per annum on the instalments in default. These provisions were also 
applicable to Orissa Forest Development Corporation who acts as a contractor. 

During the course of audit of 1 0~ forest divisions (between July 1999 and January 2000), it 
was noticed that the OFDC had defaulted in payment of royalty of Rs.2.06 crore in case 'Of 
402 divisional lots relating to the years 1986-87 to 1997-98, but interest amounting to 
Rs.18.83 lakh was not levied. 

On this being pointed out in audit (between July 1999 to January 2000), the Divisional Forest 
Officer (DFO), Athagarh raised (September 1999) demand ofRs.0.42 lakh while other DFOs 
st!'lted (July 1999 to January 2000) that action would be taken to raise the demand. 

The matter was reported to Government (May 2000); their reply is awaited (November 2000). 

Athagarh, Athamall ick, Bamra, Bonai, Bolangir, Deogarh, Jeypore, Karanj ia, Sambalpur and Sundargarh. 
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Test check of records maintained in the mining offices conducted during the year 1999-2000' 
n.:vealed non/short levy. non/short realisation of royalty, non/short-recovery of interest and 
others amounting to Rs .6.62 crore in 248 cases which may broadly be categorised as under : 

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

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

. .... Non/short recovery of interest 15 0.58 .) 

4 Miscellaneous 207 3.48 

During the course of the year 1999-2000. the department accepted under-assessment of 
Rs.0.72 crore in 28 cases which had been pointed out by audit in earlier years. 

A few illustrative cases highlighting important audit observations involving Rs.2.00 crore are 
mentioned in the fo llowing paragraphs. 
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I 7.2 Sh9rt levy of royalty due to· beneflcation/processing of ore 

Under section 9 of the Mines and Minerals (Regulation and Development) Act, 1957, the 
holder of a mining lease is liable to pay royalty in respect of any minerals removed or 
consumed from the leasehold area at the rates specified in the Act. No loss or wastage is 
admissible during the process of benefication of the ore under the Act ibid. As per the extant 
provisions, a lessee carrying on benefication of minerals is required to file monthly returns in 
Form A(l) and submit the results of benefication includi4g quantity issued for benefication 
on which royalty is leviable at specified rate. • 

(a) During the course of audit of Joda mihing circle, it was noticed (between 
December 1999 and May 2000) from the A(l) retutns that 8 lessees had fed 46,54,659.160 
MT of high grade lump iron ore to the benefication/pfocessing plant for sizing and recovered 
therefrom 45,30,716.120 MT of lump and fine ores of different grades during the period from 
1992-93 to 1998-99 and the lessees deposited the royalty on the quantity recovered after 
processing the iron ore instead on the quantity (ofrespective grades) removed from the seam. 
However, the assessing authority failed to detect the ·short payment. This resulted in short 
realisation of royalty of Rs.1 . 07 crore calculated at the differential quantity and rate. 

· On this being pointed out (May 2000), the Government stated (August 2000) that the demand 
of Rs.1.07 crore had been raised against the lessees. 

(b) During the course of audit of 4 mining circles (Baripada, Joda, Koira and Rourkela), it 
was noticed (between July 1999 and February 2000) that 7 lessees had paid royalty on 
40,70,924.350 MT of processed ore* during th~ period from April 1993 to March 1999 
instead ofroyalty on 43,37 ,889. 719 MT of unprocessed ore in contravention of the provisions 
of the Act which resulted in non-levy of royalty ofRs.33.59 lakh. 

On this being pointed out (May 2000), Government stated (August 2000) that Rs.9.08 lakh 
had been r~alised and action was taken to realise the balance amount of Rs.24.51 lakh. 
Further reply is awaited (November 2000). 

I 7.3 Non-levy of.interest 

(i) As per Cess and Other Taxes on Minerals (Validation) Act (16 of 1992), the levy of 
cess on minerals remained in force up to 4 April 1991. In accordance with the provisions of 
the Validation Act, the State Government instructed the concerned assessing officers 
(between November 1992 and May 1994) to recover the outstanding amount of cess dues in 

* China clay, iron, limestone and dolomite. 
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instalments from the· lessees with the condition that the principal amount of cess would carry 
interest as specified in section 12 of the Orissa Cess Act, 1962. Further it was judicially held® 
thafthe levy of cess up to 4 April 1991 was valid and lawful. 

During the course of audit of Sambalpur and Talcher mining circles, it was noticed (between 
October 1999 and January 2000) that interest amounting to Rs.42.82 lakh (at the rate of 6 p er 
cent per annum up to 26 November 1992 and at 12 per cent per annum thereafter) on belated 
payment of cess on mining dues during the period 1992-93 to 1998-99 was not levied on 
3 lessees viz. Mis Industrial :Oevelopment Corporation Ltd. (Rs.40.24 lakh), Mis Ferro Alloys 
Corporation Ltd. (Rs.2.49 lakh) and M/s Orissa Mining Corporation Ltd. (Rs.0.09 lakh). The 
delay ranged between 1 and 7 years. 

On this being pointed out (January 2000) in audit, Government stated (August 2000) that a 
demand of Rs.42.82 lakh had been raised against the lessees. Report on realisation is awaited 
(November 2000). 

(ii) In terms of the Mineral Concession Rules, 1960 as amended in 1991, in case of 
belated payment of dead rent, royalty or other Government dues, simple interest at the rate of 
24 per cent per annum on the amount in default shall be charged from the sixtieth day of the 
expiry of the due date till the default continues. 

During the course of audit of four mining circles (Baripada, Keonjhar, Koira and Talcher), it 
was noticed (between August 1999 and March 2000) that interest amounting to Rs.14.75 lakh 
on belated payment of royalty was not levied from 8 lessees for the period from 1994-95 to 
1998-99. 

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

[7:4 Non-realisation of surface rent 

As per the Coal Bearing Areas (Acquisition and Development) Act, 1957 and Mineral 
Concession Rules, 1960, companies who are lessees of the State Government in respect of 
collieries operated by them are liable to pay surface rent fixed by Government from time to 
time alongwith interest. 

Judgement of Hon 'ble Supreme Court in civil Appeal No.9847 in case of P. Kannadasan Vs. State of Tami lnadu dt.26.07.96-

AlR-1996.S.C.2560. 

83 



Audit Report (Revenue Receipts) for the year ended 3 I March 2000 

During the course of audit of two mining circles (Rourkela and Talcher), it was noticed 
(January 2000) that a sum of Rs. l.78 lakh (surface rent Rs.1.57 lakh and interest 
Rs.0.2 l lakh) for the period April l 998 to March 1999 was not realised from the lessee 
(M/s Mahanadi Coalfields Ltd.) in respect of mines operated by them. 

On this being pointed out the Government stated (August 2000) that the demand of 
Rs.1.78 lakh had been raised against the lessee. Report on realisation is awaited 
(November 2000). 
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I 8.1 Results of Audit 

Test check of assessment records and other connected documents pertaining to departmental 
receipts in the Departments of Food, Supplies and Consumer Welfare, Co-operation, Energy, 
General Administration, Commerce and Transport, Welfare, Textile and Handloom 
alongwith Department of Finance revealed non/short levy/loss of duties/fees etc. amounting 
to Rs.91.07 crore in 3,45,704 cases which may broadly be categorised as under: 

in crore 
SI. No. Amount 

1 Loss of revenue 3,42,101 0.43 

2 Non/short levy of revenue 1,048 28.56 

3 Other irregularities 2,554 30.70 

4 Review on "Assessment and 1 31.38 
Collection of Electricity Duty" 

Total 3,45,704 
.• 

During the course of the year 1999-2000, the concerned departments accepted short/non-levy 
and loss of revenue etc. of Rs.10.53 crore in 24, 152 cases out of which 9 cases involving 
Rs.0.30 lakh were pointed out during the year 1999-2000 and the rest in earlier years. 

A few illustrative cases highlighting important audit observations involving Rs.6.71 crore and 
findings of a review on "Assessment and Collection of Electricity Duty" involving 
Rs.31.38 crore are mentioned in the fo1Iowing paragraphs. 
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f 8.2 Assessment and Collection .of Electricity Duty 

8.2.1 Introductory 

Levy and collection ot Electnc1ty Duty (ED) on consumption of energy in Ori ssa is regulated 
by the Orissa Electricity (Duty) Act, 1961 (OED Act) and rules made thereunder. 
Accordingly, the Orissa State Electricity Board (OSEB) and every licensee in the non­
captive1 sector and licensees generating energy for thei r own consumption in the captive2 

sector have the statutory ob ligation to collect ED from the consumers or itse1f at the 
prescribed rates alongwith its own monthly charges for energy supplied, consumed and 
deposit the same into Government account within thirty days of the expiry of the month in 
which the ED has been realised and furnish monthly returns in the prescribed form. 

8.2.2 Orgauisatioual set up 

The Chief Electrical Inspector (CEI) who functions under the Energy Department is 
responsible for administering the Act and ensuring that ED is levied and collected as per the 
provisions of the Act. He is assisted by three Electrical Inspectors at Zonal3 level ind 
Inspecting Officers posted at headquarters alongwith 43 Executive Engineers heading the 
Electrical Divisions. Levy and collection of ED in the non-captive sector was done by the 
erstwhile OSEB through its forty three Electrical Divisions upto March 1996 and this . 
function was taken over by the Grid Corporation of Orissa (GRIDCO). Later GRIDCO 
transferred (Apri I/September 1999) the functions of distribution of energy to four4 private 
di stribution companies which are now responsible for levy and collection of ED through the 
same forty three Electrical Divisions. 

8.2.3 Scope of Audit 

A review was conducted during the period from November 1999 to February 2000 to 
evaluate the efficiency and effectiveness of collection of ED as per the provisions of the OED 
Act and the rules made thereunder for the period from 1994-95 to 1998-99 in the office of the 
CEI, three zonal offices, GRIDCO and eight5 out of 43 electrical divisions. 

Non-captive sector means the sector which dis tributed energy to the consumers, collects ED from the consumers and remit the 

same to the Government. 

2 Captive sector means the sector who generated energy fo r his own use and consumption and pays ED direct to the Government. 

J 8 crhampur, Bhubaneswar and Rourkela. 

4 Central, Northern, Southern, and Western Electricity Supply Company. 

5 Bcrhampur, ('uttack, Dhcnkanal, Jcypore, Rajgangpur, Rourkela, Rayagada and Talcher. 

86 



· .... 

-

Chapter-VIII Orher Departmental Receipts 

8.2.4 Highlights 

~.:. Certificate· cases were not initiated for realisation of Electricity Duty of 
Rs.9.70 crore from consumers whose power supply was disconnected. 

{Para 8.2. 7. 1} 

•!• Government was deprived of revenue of-Rs.5.34 crore due to failure of the' 
GRIDCO to adjust Electricity Duty as per the provisions of the OED Act out 
of collection from consumers. 

{Para 8.2. 7.3} 

•!• Arrears of Electricity Duty of Rs.1.44 crore were pending for a period 
ranging from 2 years to 11 years due to lackadaisical approach of the 
department. 

{Para 8.2. 7.4} 

•!• There was loss of revenue of Rs.17.17 crore orr account of incorrect grant 0£ 
exem_ption. 

{Para 8. 2. 7. 7(i)(ii)} 

8.2.5 Tr elld of r eve11ue 

Receipts from Electricity Duty during the last six years ending March 2000 vis-a-vis the 
Budget Estimates were as under: 

Ru p ees i n cro r e) 
Year 1 Budget Estimates Amount collected and deposited Variations Percentage of 

Into Govt. ac(ount Increase(+) variation 
Shortfall (-) 

Non- Captl" Total Non- Capth't Total Non- Captive Non- Captive 
capth•t captive captive captive 

1994-95 84.42 44.62 129.04 46.92 52. 11 99.03 (-)37.50 (+)07.49 (-)44.42 (+)16.78 

1995-96 88.64 46.85 135.49 62.84 55.2 1 11 8.05 (-)25.80 (+)08.36 (-)29. 10 (+)17.84 

1996-97 11 3.93 49.19 163.12 56.88 6 1.56 118.44 (-)57 .05 (+)12.37 (-)50.07 (+)25. 14 

1997-98 77. 17 60.00 137.17 62.39 63.33 125.72 (-) 14 .78 (+)03.33 (-)19.15 (+)05.55 

1998-99 73.39 65.50 138.89 53.68 54.56 108.24 (-) 19.7 1 (-)10.94 (-)26.85 (-)16.70 

1999-2000 8 1.1 2 68.77 149.89 49.24 76.61 125.85 (-)3 1.88 (+)07.84 (-)39.29 (+) 11.40 

It would be seen from the above that the shortfall in collection of ED with reference to 
Budget" Estimates (BE) was mainly under non-captive sector. The CEI stated 
(November 1999) that the target in the BE in the non-captive sector was fixed taking into 
account fifty per cent of the accumulated arTears of previous year plus the projected demand 
during the year. However, break up of figures of collection against age-wise arrears and 
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current demand was not available with the Department. Delay in adjustment/remittance of 
ED by GRJDCO out of the collections made from the consumers also contributed for the 
shortfall in collections vis-a-vis the revenue forecast in the budget estimate as discussed 
subsequently in this review. 

8.2.6 Arrears of Electricity Duty 

The position of arrears of ED pending for collection in non-captive and captive sectors as at 
the end of 1994-95 to 1998-99 was as under: · 

(Rupees in crore) 
Yeilr' Non-Captive Captive Total 

1994-95 70.41 16.54 86.95 
1995-96 72.41 26. 17 98.58 
1996-97 82.77 09.48 92.25 
1997-98 94.43 09.12 103.55 
1998-99 104.16 10.5 1 114.67 

The CEI has not maintained the records in support of year wise analysis of the arrears and 
hence the age-wise analysis of arrears could not be ascertained. 

Test check of records of CEI revealed that Rs.118.82 crore was due from GRIDCO as on 
31 March 1999. However, GRIDCO reported the outstanding ED due for collection as only 
Rs.104.16 crore on that date. Thus, there is a difference of Rs.14.66 crore in two sets of 
accounts maintained by the CEI and the GRIDCO. 

On this being pointed out (May 2000), Government stated (June 2000) that the reconciliation 
of ED accounts relating to non-captive sector upto 1997-98 had since been made. 
Reconciliation for the year 1998-99 was yet to be done. 

8.2. 7 Analysis of collection of ED in Non-Captive Sector 

The position of assessment and collection of ED by GRIDCO (erstwhile OSEB) during the 
last five years in respect of non-captive sector was as under: 

(Rupees in cror e ) 
:Vear Arrears outstanding Assessment Refund by Total amount " ED . Amount Percentaae 

.. with consumers at the during the _ adjustment due for collected outstand ing at the or 
be1dnnln2 of the year year . collection end of the year collection 

1994-95 57.08 59.83 2.09 114.82 44.4 1 70.41 38.67 
1995-96 70.4 1 64.94 4.64 130.71 58.30 72.41 44.60 
1996-97 72.41 68.06 0 .64 139.83 57.06 82.77 40.80 
1997-98 82.77 73.49 0.92 155.34 60.9 1 94.43 39.21 
1998-99 94.43 78.07" NA 172.50 53.68 118.82 31.11 

* As reported by CEI in July 1999. 
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It would be seen from above that the percentage of co llection against the demand had steadily 
decreased from 44.60 per cent in 1995-96 to 3 1.11 per cent in 1998-99 and the arrears 
pending fo r collection increased from Rs.70.41 crore to Rs. 118.82 crore representing a 68.75 
per cent increase during the five years from 1994-95 to 1998-99. 

The shortfall in co llection of arrears was mainly on account of relaxati ons allowed to the 
consumers viz. non-disconnection of power supply despite non-payment/part-payment of the 
month ly dues and lackadais ica l approach in taking firm and conclusive action under Ori ssa 
Public Demand Recovery Act, 1962 (OPDR Act). 

8. 2. 7. I No11-i11stit11tio11 of certificate cases 

Under Section 5(3) of the OED Act, where any consumer fa ils or neglects to pay ED due 
fro m him within the prescribed time, the licensee shall disconnect the power supply o f the 
consumer. Further under Section 10 of the OED Act and rul es made thereunder, the CEI shall 
inspect the books of account and returns submitted by a licensee. apply a detailed test 
regarding the levy of ED and send written requi sitions to the certi ficate officer fo r rea lisation 
of arrears of ED under the provisions o f the OPDR Act. 

Cross verification of records of CEI with GRIDCO revealed that power supply was 
disconnected by the GRIDCO fo r non-payment of ED of Rs.8.09 crore pending for collection 
as of March 1997. Test check of records in 67 cases involving arrears of ED of Rs.1.61 crore 
revealed that though GRIDCO disconnected the power supply as of March 1999, action was 
not taken by the CEI fo r instituting certificate cases fo r recovery of the outstanding dues from 
the defaul ti ng consumers as depicted below: 

lRunees in er or e) 
No. of Month of Amount of ED 

consumers disconnection outstandin2 
20 March 1998 0 .81 

6 October 1998 0.22 
26 November 1998 0 .49 
15 March 1999 0.09 

Total r . 
" 1.61 

On this being pointed out, Government stated (J une 2000) that initi ation of certificate 
proceedings by.the CEI does not arise as d istri bution companies are responsible for collection 
of ED. The reply of the Government is not tenable since the OED Act and rules made 
thereunder empowered the CEI to recover the arrears of ED by instituting certificate cases 
against defaulting consumers. 

8.2. 7.2 No11-disco1111ectio11 of power rnpply despite arrears 

Test check of demand arrd collection register revealed that though progressive arrears 
aggregating Rs.39 1.29 lakh as of March 1999 were pendi ng fo r reali sation in respect of 
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36 consumers (having contract demand of 100 KW and above) their power supply was not 
disconnected. The arrear dues against them ranged between Rs.0.95 lakh and Rs.28.79 lakh. 
Detailed check of month of March 1999 revealed that while the demands for the month 
varied from Rs.0.03 lakh to Rs.12.33 lakh , the corresponding realisation ranged upto 
Rs.6 .3 1 lakh. However, the CEl on receipt of monthly returns/ l~ad neither analysed the 
position of demand and collection of ED from the consumers nor directed GRIDCO for 
disconnection of power supply of the defaulting consumers. 

' 

8.2. 7.3 Non-adjustment/remittance of ED 

Under Section 5(2) of the OED Act the ED and the interest, if any, shall be the first charge 
on the amount recoverable by the licensee for the energy supplied by him and shall be a debt 
due by him to the State Government. Further Section l l (c) of the OED Act provides that if 
any person contravenes any rules under the Act, he shal l be. guilty of an 6ffence triable by a 
Magistrate and on conviction shall be liable to punishment with imprisonment or with fi ne or 
with both. The OSEB (General Supply) Regulations, 1995, provide for adj ustment of 
proportionate share of ED in case of part payment by the consumer. 

Scrutiny of register of demand and collection in respect of 34 1 consumers having contract 
demand of 100 KW and above for the month of March 1998, October 1998, November 1998 
and March 1999 revealed non-payment of ED of Rs.5.34 crore by the GRIDCO in the 
fol lowing cases: 

<Run ees in crore\ 
No. of · No.of' ., 

~. . 
Amolint collectedt .t}I> ED short I, Ar rear demand .,, 

divisions consu..,J'rS ' ; an1i adiusted ~ · r«overable/ "adjusted/ 
ill' •. ·~ 

J;J•EC 'ED EC ED adiustable remitted 
33 245 12 1. 75 4.46 18.45 Nil 3.54 3.54 

3 1 62 45.8 1 6.54 26.73 1.32 3.01 1.69 

7 34 1.88 0.11 1.99 Nil 0. 11 0. 11 

Total' 34l' ,, 5.34 

On tl~ i s being pointed out in audit, the CEI stated (November 1999) that though GRIDCO had 
not a~ted as per the provisions of the OED Act, no coercive action could be taken. The reply 
.was 1iot tenable as no action to take recourse to the penal acti on of the OED Act as mentioned 
above had been instituted for recovery of dues. 

8.2. 7.4 Lackadaisical approach in realisation of ED from tile defaulters 

Review of records of GRIDCO revealed that the Corporation has neither maintained the 
details of demands ; utstanding party-wise and age-wise nor pursued the collection of ED in 
individual high value cases pending for collection. While certifying the accounts ( 1997-98) of 
GRIDCO, the non-maintenance of records showing age-wise and party-wise details had been 
commented upon by the statutory auditors. 
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Details of cases test checked (January 2000 to February 2000) in audit where arrears of ED 
were pending for more_ than two years to eleven years and reasons therefor are m.entioned 
below: 

SI.No. Name of the 
E lectrieul 
Divisloii 

Name o_fthe : J>criod of Dues 
Consumer '" 

3 

4 

5 

6 

7 

8 

9 

RED, 
Rayagada 

KED. 
Khurda 

CED. 
Cuuack 

CED. 
Cunack 

RED. 
Rai rangpur 

.Jeyporc Sugar 
Company Limi1cd 

U1kal Weavers Co­
op. Spinning Mill 

Titagnrh Paper Mill 

Indian Charge 
Chrome Limited 

Indian Carbide and 
Chemicals 

JED . .lcyporc Hanuman Works 
Private Limited 

.JED. k yporc 

JED . .leyporc 

DED. 
Dhc:nkanal 

"" 
BTW lnouslries 

Executi ve Engineer. 
i\ndl.ira Pradesh 
11owcr 1 louse 

S.N. Corpora1ion 
Li mi led 

-IO .I ED. Jcyporc U1kai Cement 
Private Limilcd 

, ,. 

April 1993 lo 
May 1996 

1992-93 10 1997-98 

November 1988 Ill 
Scptcmhcr 1992 

March 1990 10 
.January 1996 

Upto March 1995 

Upto .January 1993 

Upto Oc1oher 1997 

Up10 
September 1996 

.lune 1997 10 
Novc1nhcr 1998 

Up10 
Sepleinbcr 1995 

'l\mquqt 
(Rs. In ltkbl 

50.50 

32.80 

17.80 

17.70 

9.60 

5.10 

3.50 

·3.30 

2.50 

Remarks~ 

Power supply was disconnec1ed 111 May 
1996 and certificate case was not initiated 
even alter a lapse of fou r years. 

Power supply was disconnected 111 March 
1998 alter a lapse of 6 years of default . No 
action laken for recovery of the dues. 

The Unil was taken owr by another 
company (i.e. BILT) in April 199 1 hut no 
action was taken to realise the dues from the 
new comoany. 

Power supply was not disconnected even 
alter non-payment of dues for more than lcn 
wars. 

Power supply was disconnected in March 
1995. Ccrti licate case was no1 instituted 
even afkr fi ve years. 

Power supply was disconnected in .January 
1993. Bui certi ficate case was not instituted 
even aficr 7 wars. 

Power supply disconnected hy October 1997 
in two cases. But certificate case was · nol 
111s11tu1ed even aficr 3 years. 

Power supply was disconnected i'n .lune 
1996. Bui c.:rtificatc case was· not 1ns1i1uted 
even aficr four vcars. 

Unil was closed in November 1998 and 
power supply was disconncclcd in 
December 1998. Certificate case was not 
insti1u1cd tor recovery of dues even aficr <l 

lansc: of 1wo years. 

0.80 Power supply was disconnected in 
September 1995. But certificate case w~s not 
instituted cvcl' af~er five years. · 

r--~__..~~~~~~~~~~~~--..~~~~~~~-.r---..,.-~~~-t-~~-------~ 

.;¥..._;:·"' ... ''~ .; :.J111'·: i: ,·~,1·id.t~ ' l~w . i143':60 '°' ~ ~·"'·" ~..,'r. L ·s::~ ' Total· .-,,· ··'~ 

8.2. 7.5 No11-reafisatio11 of ED for want of timely action 

Test check of records revealed ti-lat Rs.831.1 9 lakh pertaining to the period from April 1985 
to October 1997 was pending for co ll ection against a unit (M/s Utkal Electrocasting Private 
Limited) towards energy charges (EC) which included ED of Rs.4 1.62 lakh. The unit was 
taken over (September 1997) by the Industrial Promotion Investment Corporation Limited· 
(IPICOL) and the power supply was disconnected by GRIDCO in November 1997 i:e. after a 
lapse of 12 years from the date of default of payment of the dues. 
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GRlDCO collected an amount of Rs. 72.61 lakh from the unit during the period between April 
I 985 and April I 996 and the entire amount was adjusted towards EC though Rs. 41.62 lakh 
was to be allocated towards ED and paid to Government. The CEJ on receipt of monthly 
returns indicating. the adjustment of the amount paid by the unit towards EC failed to take any 
action to direct GRIDCO for payment of the ED outstanding against the unit. It was further 
noticed that GRIDCO requested (July 1998) JPICOL to make payment of the dues from the 
sale proceeds of the seized assets of the unit. To an audit query (August 2000) I PI COL stated 
that the seized assets could not be disposed of in absence of competitive offer. 

Thus. failure on the part of the CEI and GRIDCO to realise the EC and ED in time and non­
disconnection of power supply by GRIDCO fo r a period of I 2 years led to non-realisation of 
the dues. 

8.2. 7.6 A rrears under dispute 

As per Section 8 of the OED Act and rules made thereunder, the Electrical Inspector (EI) is 
empowered to decide a dispute relating to the li ability of a consumer for payment of ED. 
During the course of review. it was noticed that though ED amounting to Rs.28.30 crore and 
Rs.33.36 crore' were in dispute as on 31 March 1996 and 31 March 1997 respecti vely, no 
action was taken· by the CE! to ascertain the nature of disputes so as to initiate action for 
settlement. 

In case of M/s .Jayashree Chemical Ltd. , Ganjam, it was noticed that there were dues of 
Rs.7.87 crore (EC Rs.7.01 crore and ED Rs.86 lakh) outstanding against the unit for the 
period upto March I 98 I. Out of the above dues. EC of Rs. 1.20 crore was undisputed and the 
unit was allowed to pay the undisputed amount in foLt r equal instalments. The balance 
amount of Rs.6.67 crore (including ED of Rs.86 lakh) was referred ( I 98 I) by Government to 
Board of Arbitrators for adjudication as the unit disputed the levy of delayed payment 
surcharge on EC. Though a period of 19 years had e lapsed, the matter has not been de<;:ided 
so far . . Reasons for non-finalisation of arbitration proceed ings were not made avai lable to 
audit. As there was no dispute regarding the levy of ED, tagging of ED with the dispute of 
delayed payment of surcharge on EC was not in order. Thus, fail ure of the CEI to de-link the 
dues on account of ED from the dues of EC and settle the same under the provisions of OED 
Act resulted in non-realisation of ED of Rs.86 lakh. 

8.2. 7. 7 Loss of revenue 011 acco1111t of incorrect exemption 

.(i) Under section 3( I) of OED Act and rules made thereuntler, ED shall be levied and 
col lected on the energy consumed by the consumers at the rate applicable to the category to 
which the consumer belongs. ICCL commissioned (February 1989) Captive Power Plant 
(CPP) to use energy for its own requirement and was availing 50 per cent exemption of ED 
vi de notification (J ul y 1987) of the Government. !CCL and IMF AL were registered under the 

92 



Chapter- VIII Other Departmental Receipts 

Companies Act, 1956, as two separate companies. The Government had held 
(September 1992) that CPP of ICCL was not of IMF AL as the latter does not own it. IMF AL 
was thus liable to pay ED on the energy consumed by it at the rate applicable to Power 
Intensive Industries category. 

During the course of aud it, it was noticed (January 2000) that IM F AL had consumed 
232.17 crore uni ts (ICCL 200.89 crore units and GRIDCO 31.28 crore units) of energy 
through the transmission lines of OSEB/GRIDCO for the period from February 1989 to 
August 1998. Out of the above ED payable on energy generated from CPP of ICCL was 
worked out at the concessional rate of 6 paise per unit as per orders (June 1998) of the 
Government instead of at the rate applicable to Power Intensive Industries. Since the CPP did 
not belong to IMF AL, allowance of concessional rate was against the provisions of the OED 
Act. This had resulted in loss of ED of Rs. 16.36 crore calculated at the differential rate of ED 
after adjustment of demand of Rs.20.26 crore proposed to be raised by GRIDCO. 

(ii) Under section 3(5) of the OED Act, the State Government may exempt any Industry 
which has started production at any time on or after 31 July 1980 from payment of ED to 
such extent and for such period as may be spec ified in the notificat ion. Government vide 
notification of April 1999 exempted a unit (M/s Jayashree Chemicals Limited) from payment 
of ED fo r a period of 5 years with e ffect from 5 September 1998. 

It was noticed in audit that the unit started production froi11 4 August 1967. As the date of 
starting production by the industry was earlier to 31 July 1980, the exemption so allowed by 
the Government was incorrect and resulted in Joss of revenue of Rs.81 lakh towards ED for 
the period from September 1998 to December 1999 besides recurring loss for the remaini r'lg 
period (January 2000 to August 2003). 

On this being pointed out, Government stated (April 2000) that the exemption was granted oo 
approval by the Council of Ministers (November 1998). The reply was not tenable as the 
grant of exemption was not in conformity with the OED Act. 

8.2.8 Non-payment of ED by 1111its in the Captive Sector 

Under Section 5 of the OED Act and rules made thereunder, units generati ng energy shall pay 
ED at the prescribed rate to the State Government within 30 days of its consumption. Failure 
to pay the dues with in the prescribed period attracts levy of interest at the rate of 18 per cent 
per annum. Government by a notification (July 1987) exempted industrial units who have 
commissioned CPP on or after April 1986 with a total capacity of 30 MY A from payment of 
ED fo r a period of 10 years. 

lt was noticed that ED of Rs.63.40 lakh payable by 3 units after expiry of validi ty period of 
exemption was not paid by these units as per the fo llowing detai ls: 
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< R unecs in I a k h) 
SI. Name oftne .. Date of Period·of Period (or ED Interest ,, 'total 
No. unit installation 

i• 
exemption. which ED was ~ ' 

' <unto) . navable 
l •i 

' ,. .. 
I M is J.K. Paper February 1989 January 1999 February 1999 4.30 - 4.30 

Mills. Rayagada to 
November 1999 

2 M is Mangalam November 1988 November 1998 December 1998 L80 0.30 2. 10 
Timber Prod uct to 
Ltd. November 1999 

3 M is Orient Paper 1987 1997 June 1998 to 148.00 9.00 57.00 
Mills, December 1998 
Braiara inagar 

Total " ' 63.40 . , .. .. .. ·~ ... . 

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

On being pointed out (May 2000), Govern ment stated (June 2000) that special attention was 
being given for col lection of ED arrears. However, Government did not indicate any specific 
or time-bound steps to eliminate the arrears. 

8.2. 9 Mon itoring and E valuation 

According to provisions of Section-6 of OED Act 196 1. the electrical divisions were required 
to maintain basic records showing details of uni ts of energy generated, units upplied to 
consumers, amount of ED payable thereon, recovery made and other relevant information. 
Since records were not properly maintained at the electrical divisions, the CEl reiterated these 
requirements :!nd instructed (September 1996) the divisions to submit monthly returns to him. 
However. it was observed in audit that neither the relevant records were properly maintained 
nor periodical returns submitted regularly. The position of maintenance of records and 
fu rnishing of periodical returns had not improved in the absence of. adequate further 
monitoring by the CE! at the apex level and Electri cal Inspectors at the zonal levels. 

8.2.10 Co11clusio11 

In the absence of meaningful steps taken by the department to monitor and check non­
payment/delay in payment of ED by the consumers from time to ti me, the arrears of ED 
increased steadi ly from Rs. 70.4 1 crore ( 1994-95) to Rs. 11 8.82 crore ( 1998-99) in the non­
captive sector and from Rs.9.12 crore ( 1997-98) to Rs. I 0.51 crore ( 1998-99) in the captive 
sector. 
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I 8.3 Non-realisation of guarantee fe~ 

Government of Orissa, Finance Department, issued (April 1980) guidelines providing for 
guarantees by the State Government fo r repayment of borrowings (loans, bonds, e tc.) 
together with interest thereon by loc;al bodies, co-operative institutions, companies, 
corporations etc. which are usua lly raised to meet their capital needs. For such service 
rendered and contingent liability undertaken. a "'Guarantee Fee" shall be lev ied by the State 
as per the rates indicated in the guidelines. 

As per agreements entered into by the State Government with the debtor insti tutions, 
Government has the right to recover the amo unt due as a ·'Public Demand" under the Orissa 
Public Demand Recovery Act. 1962 in case of default in payment of fees. The Act prov ides 
that interest at the rate of 12.5 per cent per annum may be levied from the date o f s igning of 
the certificate upto the date of realisation of the dues. 

A mention was made in para 8.2 of the Audit Report (Revenue Receipts) of the Comptroller 
arrd Auditor General of India relating to Government of Orissa for the year ended 
March 1999 regarding pendency of arrear demands amounting to Rs.24.71 crore in the 
Departments of Energy, Industry and Housing and Urban Development. A test check 
(March 2000) of records of another four departments viz. Textiles & Handloor~1 , Commerce 
and Transport, Co-operation, Welfare along with further check of Energy Department for the 
period 1981-82 to 1998-99 revealed non-levy and non-realisation of Government dues 
.amounting to Rs.6.71 crore as on March 2000 due to failure of Government to invoke the 
above mentioned provisions. T he detai ls of the outstanding dues are as follows: 

<R u oees in I a k h ) 
SI. Department Debtor/ L-0anee Period Amount of Guarantee Fee 
No. Guarantee 

Due Paid Balance Period of 
payment 

I COi\li\ IERCE AND T RANSPOlff 
I O rissa State Road 

1981-82 I ll 
J;111uan 1986 

Transport 
1997 -98 

57-16.00 179.55 12. 12 167.-13 ;111d 
Corporation March 1987 

II O rissa Stille 
Commercial 

199 1-92 60.00 2.40 Nil 2.40 
Transport -
Corporat ion 

2 CO-OPERATION 
I Orissa Stale 

1985-86 10 
Consumer Markctini.t 

1988-89 
2-100.00 3.J.50 Nil 3-UO -

Federation 
II 13aramba Co-op. 

1987-88 630.00 lll.90 Nil 18.90 
Smrnr lndustrv Ltd --

Ill Orissa Stalc 
1983-8.J tn 

May 1984 lo 
Ward1ousi ng 

1987-88 
2865 6 19.92 16.25 3.67 Dccember 

Corooration 1998 
IV 13arngarh Co-op. 

1998-99 1065.00 2.66 Nil 2.66 
Su!!ar Mills 

-
v Orissa Statc Co-op. 

199 1-92 686.93 0.55 Nil 0.551 
13ank Ltd. 

-
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<.Ruoees in I a k h ) 
SI. Department Debtor/ Loa nee Period Amount of Guarantee Fee 
No. Guarantee 

Due Paid Balance Period of 
·- . - oavment 

J ENEllGY 

I GRI D Corporation or 1997-98 <llld 20 1HOO 19lU-l Nil 198.5-1 -
Onssa 199R-99 
tGRIDCOl 

.j TEXTILES :\N I> llANl>LOO!\I 

I Orissa T.:~tiks Mills 198 1-82 to 2122.13 109.23 6.7S 102 .-1 8 May 199S 
l.td. I 1)96-97 ancJ 

Nov.:111hcr 
199S 

II • Utkal W.C.S.Mills. 19X2 -X3 to 
Ni l Khurda 766.73 21.XO 21 .80 

199-l -9S 

Ill Orissa State 
lla11dloo111 1989-90 10 

170 1. 11 20.58 Nil 20.58 D.:vd op111c111 -
1996-97 

Comoration I.Id. 

IV Shrcc .la!!annath 1982-83 ancJ 
W.C.S. Mills. ' .JS2.00 18.69 Nil 18.69 -
Nu;matna 1987-88 

v Sim:.: Sarala W.C.S. 198-1 -85 -180 00 IX.00 Nil I 18.00 
Mills. T1rtol 

-

VI Slm:c Gop111ath 
W.C.S. Mills. 1989-90 595.0() l .J.88 Nil 14.88 -
ll<tlianal 

VII Gan)!pur W.C.S 1983-8-1 -1 50.00 IJ .50 Nil 13.50 -
Mills. Sundar!!arh 

VIII Orissa Wcavinµ 
Cu-op Spinnin)! 1989-90 220.00 5.50 Nil 5.50 -
Mills. 1Jarn2arh 

IX Orissa State Co-op I 995-96 and 
6000.00 2.-10 Nil 2.-10 [lank 1.td. -

1998-99 

I 
x Kalin)!a W.C.S 1993-9-1 and Ma) 1995 

Mi lls. Dh..:nkacrnl -t73.38 3.S5 . 1.73 1.82 and 
1996-97 March 1997 

5 WELFARE 

I Tribal 
Development Co-

19 9 1-92 850.00 17.00 Nil 17.00 -
o p. Corporation o f 
O rissa Ltd. 

.., 

II OllC Finance ancJ lk tw.:cn 
Dev. Co-op. S.12 

Mav 199S 
Corporation l.tcJ 199.J-9S -1-1-1 XS S.S6 0.-1-1 and 

- March 2000 

Ill Orissa SC ST Dev. [let \\'CCII 

Financ..: 1992-93 and 
900.00 :us 7.20 1.0;\ 

May 1993 

Co-operative 1998-99 and 

Comornt ion Ltd. March 2000 

Tot11I 46463.69 715.96 44.49 671.47 - I 
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• 

Chapler-Vll/ Olher Depar1111e111a/ Receipls 

While accepting the fact of delay in. realisation of guarantee fees, Government stated 
(August 2b00) that the amount of guarantee fees outstanding for collection was Rs.8.03 crore. 
The details though called for were awaited (November 2000). 

Bhubaneswar 
Dated: 

2 8 MAR 2001 

Ul.x fL7· 
(R.K.GHOSE) 

Accountant General (Audit)-11 
Orissa 

Countersigned 

New Delhi 
Dated: 

1 D APR 2001 

v. ~- lkf 
(V.K.SHUNGLU) 

Comptroller and Auditor General of India 
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