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PREFATORY REMARKS

This report for the year ended 31 March 2001 hasnbprepared for
submission to the Governor under Article 151(2bhef Constitution.

The audit of revenue receipts of the State Goveminse conducted under
Section 16 of the Comptroller and Auditor GenergDuties, Powers and
Conditions of Service) Act, 1971. This Report presehe result of audit of
receipts comprising sales tax, taxes on motor ehidand revenue, State
excise, forest receipts, mining receipts and otlegrartmental receipts of the
State.

The cases mentioned in this Report are among tvbgzh came to notice in
the course of test audit of records during 2000289 well as those noticed in
earlier years but which could not be covered ingtevious years’ Reports.







[ OVERVIEW |

1

This report contains 42 paragraphs and 3 revielaing to under-assessment/
short-levy/loss of revenue etc. involving Rs.272@6re. The Government
has accepted audit observations involving Rs.178rde of which Rs.0.36
crore had been recovered up to September 2001. $bthe major findings
are mentioned below:

0] The Government's total revenue receipts for ffear 2000-2001
amounted to Rs.6902.02 crore against Rs.5884.6é ardhe previous
year. Of this, 41.5per cent was raised by the State, Rs.2184.03 crore
through tax revenue and Rs.685.47 crore throughtawomevenue and
58.43per cent was received from the Government of India, Rs.286D3
crore in the form of State's share of divisible &mitaxes and
Rs.1428.55 crore as grants-in-aid.

Receipts from the Government of India in the famGrants-in-aid
and State's share of divisible Union taxes havesased by 16.f¢er
cent during the year 2000-2001 while the revenue ralsethe State
Government has increased by 18# cent during the same period
compared to that of the previous year. The revelaiieit for the year
2000-2001 is Rs.1932 crore whereas it was Rs.25@#e dn the
previous year, i.e. the deficit has been reduce®£%42 crore in the
year 2000-2001.

{Paral.1}

(i) Test check of records of Sales Tax, Motor \6ids Tax, State Excise,
Mines and Minerals, Land Revenue, Forest and Obfegrartmental
offices conducted during the year 2000-2001 revkalender-
assessment, short-levy/loss of revenue etc. ammuntito
Rs.442.66 crore in 2,04,771 cases. During the Y&@0-2001, the
concerned departments accepted under-assessmentf éRs.28.24
crore involved in 3,544 cases pointed out during(R001 and earlier
years.

{Para 1.7}

(i) As on 30 June 2001, 3,909 inspection repasstied up to December
2000 containing 12,507 audit observations involvikg920.26 crore
were outstanding for want of comments/final actognthe concerned
departments.

{Para 1.8}

Vi



(i)

(@)

(b)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

A review on "Working of Sales Tax Check-postsdaBarriers with
special emphasis on Transit Pass System" revdaeimtowing:

Cross verification of entries in respect of-tmibut vehicles in the
relevant records of four border check-posts rewveaieat 3,022
vehicles carrying goods valued at Rs.186.35 crow lzaving a tax
effect of Rs.18.78 crore had not passed throughd#wared check-
posts.

{Para 2.2.6}

1,595 vehicles were identified by the departrakemtelligence Wing

to have not passed out of the State. However, lhmwfaup action was

taken to prevent such evasion. Tax liability inpest of 456 vehicles
was estimated at Rs.1.56 crore which constitutes &b revenue to the
State.

{Para 2.2.7}

Incorrect grant of exemption/deferment led gbort levy of tax of
Rs.7.45 crore.

{Para 2.3}
Escapement of taxable turnover led to undesessment of Rs.5.01
crore.

{Para 2.4}
Allowance of inadmissible deduction led to shdevy of tax of
Rs.93.75 lakh.

{Para 2.5}
There was under-assessment of tax amountifst67.91 lakh due to
allowance of inadmissible deductions.

{Para 2.6}
Erroneous determination of purchase turnoeer to short levy of tax
of Rs.63.43 lakh.

{Para 2.7}
Failure of the department to conduct markefrvey resulted in

escapement of tax estimated at Rs.49.55 lakh frale af kiln burnt
bricks.

{Para 2.8}

viii



3
(i)

(ii)

(iii)

(iv)

4
Q)

(@)

(b)

(€)

(d)

[Motor Vehicles Tax ]

Motor vehicles tax and additional tax includipgnalty amounting to
Rs.1.52 crore was either not realised or shorisedlin respect of 385
vehicles.

{Para 3.2}
Tax and penalty of Rs.1.20 crore was not seli from contract
carriages which had valid route permits.

{Para 3.3}
Tax and penalty of Rs.1.00 crore was not iszal though the vehicles
violated off-road declaration and were plying utmautsedly.

{Para 3.4}

Tax and penalty of Rs.18.51 crore was notisedl though the vehicles
were neither covered by off-road declarations nas vax paid in other
regions.

{Para 3.5}

[Land Revenu%a

A review on "Alienation of Land by State Govemant for Public
Purposes" revealed the following:

Premium, ground rent and cess to the exteRsdf5.43 crore due from
Industrial Infrastructure Development CorporatidDG@O) was not

realised despite IDCO collecting an amount of R84 4rore on re-
allotment of lands. In addition, interest of Rs%.6rore for non-

payment of dues was also leviable.

{Para 4.2.6(a)}
Premium and other dues relating to differemfaoisations amounting
to Rs.1.44 crore including interest were not realis

{Para 4.2.6(b)}
Non-regularisation of advance possession ofe@awent land led to
blockage of revenue of Rs.9.45 crore.

{Para 4.2.7}

Ac 115.80 of Government land was sub-leasedhbyParadeep Port

Trust in contravention of Government instructionurtRer, dues on
account of sub-lease amounting to Rs.2.32 crorenoarealised.

{Para 4.2.8}




(ii)

6

(ii)

(iii)

7
(i)

(ii)

(iii)

License fees amounting to Rs.38.44 lakh foawdng water from
Government water sources was either not realisegatised short.

{Para 4.3}

State Excise

There was loss of Excise Duty of Rs.52.85 lakh ocoant of lower
outturn of rectified spirit from molasses due tonramoption of
Chemical Examiner's reports in working out the wuttof stock.

{Para 5.2}

[Forest Receipt%

Delay in finalisation of policy on lease of noin forest produce
resulted in loss of revenue of Rs.30.05 lakh.
{Para 6.2}

Supply of excess timber for Ratha Yatra atiFesulted in loss of
revenue of Rs.10.40 lakh.

{Para 6.3}
Interest amounting to Rs.29.80 lakh was resiéd on belated payment
of royalty.

{Para 6.4}

[Mining Receipts ]

There was delay in processing of applications grant of mining

leases and in execution of lease deeds which rigtresulted in loss

of revenue by way of dead rent at rate of Rs.7al8 Iper annum but
also facilitated illegal mining. Further, non-disab of seized gems led
to blockage of revenue of Rs.2.59 crore.

{Para 7.2}
Interest amounting to Rs.8.02 crore was nutdd on belated payment
of cess on mining dues.

{Para 7.3}
Levy of royalty on the quantity recovered fmobenefication plants

instead of on the quantity removed from seam ledltort levy of
royalty of Rs.2.52 crore.

{Para 7.4}




8
(i)

(@)

(b)

(€)

(ii)

(iii)

(iv)

( Departmental Receiptg

A review on "Non-realisation of Interest on lmsafrom Co-operative
Societies" revealed the following:

Interest amounting to Rs.15.19 crore due fravroperative sugar
industries was not realised.

{Para 8.2.6}

Loans of Rs.14.40 crore extended to the OrBSwde Co-operative
Marketing Federation was converted into share ahpantribution of
State Government. However, outstanding interesR®fl1.62 crore
was not demanded.

{Para 8.2.8}

Incorrect calculation of interest resulted od demand amounting to
Rs.2.70 crore.

{Para 8.2.10}

Inaction/belated action on the part of Goveamnresulted in loss of
Electricity Duty amounting to Rs.66.23 crore. Indaitn, interest of
Rs.60.16 crore was also leviable on such dues.

{Para 8.3}

Guarantee fees amounting to Rs.52.14 lakh was realised from

various loanees by Forest and Environment, Fisbeaied Animal

Resources Development, Water Resources and Agneult
Departments.

{Para 8.4}
Re-imbursement of cost of police personnelloggd in other States or

with Central Government amounting to Rs.4.81 creas not realised
due to inaction or inadequate action by the departm

{Para 8.5}

Xi






| CHAPTER-1 : GENERAL |

1.1

Trend of Revenue Receipts

1.1.1 The tax and non-tax revenue raised by theefdovent of Orissa
during the year 2000-2001, the State's share dbidig Union taxes and
grants-in-aid received from the Government of Indiiging the year and the

corresponding figures for the preceding two yeaesgiven below:

(Rupees in crore)

1998-1999

(@)
(b)

@)

(b)

Revenue raised by State
Government

Tax Revenue
Non-Tax Revenue
Total

Receipts from Government
of India

State's share of divisible
Union taxes

Grants-in-aid
Total

Total Receipt of the State
Government(l+II)

Percentage of | to I

1487.13
557.49
2044.62

1694.52

815.26
2509.78
4554.40

44.89

1999-2000| 2000-2001
1704.08 2184.08
716.48  685.47
2420.56| 2869.50
1748.45| 2603.97
1715.68  1428.5"
3464.08| 4032.52
5884.64| 6902.02
41.13 41.57

For details, please see Statement No.11l-Detailambuvits of Revenue by Minor Heads in the Finance
Accounts of the Government of Orissa for the y&0®2001. Figures under the minor head 901-Share of
net proceeds assigned to States under the majds B820-Corporation Tax; 0021-Taxes on Income other
than Corporation Tax; 0028-Other Taxes on Incomé Brpenditure; 0032-Taxes on Wealth; 0037-
Customs; 0038-Union Excise Duties; 0044-Service Tand 0045-Other Taxes and Duties on

Commodities and Services booked in the Finance Adsounder A-Tax Revenue have been excluded

from the Revenue raised by the State and exhibge®tate's share of divisible Union taxes.
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1.1.2

The details of the tax revenue raised dutimg year 2000-2001

alongwith figures for the preceding two years ave below:

(Rupees in crore)

Heads of Revenue 1998-1999 | 1999-2000 | 2000-2001 | Percentage of increasd
(+) or decrease (-) in
2000-2001 over
1999-2000
1. Sales Tax 971.09 1107.55 1342.12 (+) 21.18
2. Taxes and Duties on 110.13 127.20 146.71 (+) 15.34
Electricity
3. Land Revenue 58.57 50.46 53.26 (+) 5.55
4. Taxes on Vehicles 143.18 155.53 178.17 (+) 14.56
5. Taxes on Goods and 0.01 34.18 194.0% (+) 467.70
Passengers
6. State Excise 109.67 114.82 135.31 (+) 17.85
7. Stamp Duty and 87.59 102.01 108.52 (+) 6.38
Registration Fees
8.  Other Taxes and 6.89 12.33 14.60 (+) 18.41
Duties on
Commodities and
Services
9. Other Taxes on - - 11.36 -
Income and
Expenditure
Total 1487.13 170408 | 2184.03

The reasons for variations for the following iteras furnished by the

concerned departments were as under:

€)) Sales Tax: The increase (21.18r cent) was stated to be due to more
collection of tax from petroleum sectétendu leaf and IMFL.

(b) Taxes and Duties on Electricity: The increase (15.3ger cent) was
stated to be due to collection of duty on auxilimgnsumption of
captive power plant units.

(c) Taxes on Vehicles: The increase (14.5fer cent) was attributed to
increase of vehicle population and increase in figapplication fees.

(d) Sate Excise: The increase (17.8per cent) was stated to be due to

increase in consideration money and minimum gueeghguantity of
IMFL off shops, licence fee of IMFL trade, utiliga fee, storage fee,
transportation fee of mohua flower, etc.

Reasons for variations in respecflaikes on goods and passengers and Other

taxes
have

and duties on commodities and services from the departments concerned
not been received (October 2001) though cédie@pril 2001).

Represents tax on ‘Entry of goods into local ar@asdoduced in the State from 1 December 1999.

Represents tax on "Professions, Trades and Empldynmenoduced in the State from 1 November 2000.
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1.1.3 The details of non-tax revenue realised dutire years 1998-99 to
2000-2001 are given below:

(Rupees in crore)

Heads of Revenue 1998-1999 | 1999-2000 | 2000-2001 Percentage of
increase (+) or
decrease (-) in
2000-2001 over

1999-2000
1. Forest 87.30 95.78 84.79 () 11.47
2. Mines and Minerals 314.05 320.09 360.33 (+) 1257
3. Education 12.49 15.11 19.91 (+) 3177
4. Interest 19.62 19.46 13.09 () 3273
5. Public Health, Water 12.56 14.71 17.83 (+) 2121
Supply and Sanitation
6. Irrigation and Inland 13.79 10.51 20.16 (+) 91.82
Water Transport
7. Police 08.71 10.17 21.44 (+) 110.82
8. Others 88.97 230.65 147.92 () 35.87
Total 557.49 716.48 685.47

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

(@) Forest: The reason for decrease (11pEr cent) was stated to be due
to less payment of royalty oKendu leaves by the Orissa Forest
Development Corporation Limited (OFDC).

(b) Mines and Minerals. The increase (12.5@er cent) was stated to be
due to significant increase in dispatch of majoveraie earning
minerals like coal, iron ores etc. and enhanceroktite rate of royalty
on certain minerals from September 2000.

(c) Police: The increase (110.8per cent) was stated to be due to
collection of arrear dues.

Reasons for variations relating to Education, kder Public Health, Water
Supply and Sanitation, Irrigation and Inland Wakteasnsport and Others have
not been received (October 2001) though called4pril 2001).

1.2  Variations between Budget Estimates and Actual

The variations between Budget Estimates of revdauéhe year 2000-2001
and the actual receipts under the principal he&adaxand non-tax revenue
and the reasons therefor as intimated by the ré@speatepartments are given
below:

4 Includes receipt of dividend of Rs.111.14 crore urtieidend head and Rs.17.06 crore under other
administrative services head.
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(Rupees in crore)
Sl. Heads of Budget Actual Variations Percentage of
No. Revenue Estimates receipts Increase (+) Variation
Shortfall (-)
Tax Revenue
Sales Tax 1425.00 1342.12 (-) 82.88 (-) 258
Taxes on Goods 200.00 194.04 () 5.96 () 2.98
and Passengers
3 | Taxes and Duties| 135.00 146.71 (+) 11.71 (+) 8.67
on Electricity
4 | Land Revenue 56.00 53.26 () 2.74 () 9458
5 Taxes on Vehicles 180.00 178.17 () 1.83 (-) 102
6 State Excise 170.00 135.31 (-) 34.69 () 204
7 Stamp Duty and 120.00 108.52 (-) 11.48 (-) 957
Registration Fees
Non-Tax Revenue
8 | Mines and 350.00 360.33 (+) 10.33 (+) 2.95
Minerals
9 | Forest 110.00 84.79 () 25.21 () 22.92
10 | Education 14.29 19.91 (+) 5.62 (+) 39.33
11 | Interest 25.00 13.09 (-) 1191 () 47.64
12 | Police 08.40 21.44 (+) 13.04 (+) 155.24
(@) Forest: The decrease (22.92r cent) was due to less payment of
royalty onKendu leaves by OFDC Ltd.
(b) Police: The increase (155.24er cent) was due to collection of arrear

dues.

Reasons for variations relating 8ate Excise, Education and Interest have
not been received (October 2001) though calledXpril 2001).

The wide variation between Budget Estimates andigdldReceipts reflected a
lack of adequate assessment of actual receipts t@dpossibilities of
additional resource mobilisation as the Budgetristies were being framed
without any specific assessments of receipts fluenréspective administrative
departments.

1.3 Cost of Collection

The gross collection in respect of major revenweigs, expenditure incurred
on their collection and the percentage of such edipere to gross collections
during the years 1998-1999, 1999-2000 and 2000-2G81g with the relevant
all India average percentage of expenditure orecttin to gross collections
for 1999-2000 are given below:
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(Rupees in crore)
Heads of Year Gross Expenditure | Percentage of | All India average
Revenue collection | on collection | expenditure to percentage for
gross the year
collection 1999-2000
1 SalesTax | 1998-1999 971.09 21.52 2.22
1999-2000| 1107.55 20.70 1.87 1.56
2000-2001| 1342.12 22.86 1.70
2 Taxeson |1998-1999| 143.18 2.71 1.89
Vehicles | 1999-2000 155.53 7.40 4.76 3.56
2000-2001 178.17 7.86 4.41
3 State Excise| 1998-199p 109.67 11.69 10.66
1999-2000 114.82 11.16 9.72 3.31
2000-2001 135.31 11.80 8.72
4 Stamp Duty| 1998-1999 87.59 10.92 12.47
and 1999-2000|  102.01 14.41 14.13
Registration| 20002001 | 108.52 12.16 11.21 4.62
Fees

The expenditure on collection in all the above Iseasl a percentage of total
collection under the respective heads is highecamspared to the national
average. The same is significantly high in caseStite Excise and Stamp

Duty and Registration fees.

1.4

Arrears of Revenue

As on 31 March 2001, the arrears of revenue undecipal heads of revenue

as reported by the departments were as follows:

(Rupees in crore)
Sl. | Heads of | Amount of | Amount of Arrears
No. | Revenue | arrears as arrears as more than
on 31 on 31 five years Remarks
March March old
2000 2001
1 Sales Tax 832.71 765.72 294.00 | The stages of arrears was as under:
(a) Demands covered 162.63
by Certificate
proceedings/ Tax
Recovery
proceedings
(b) Demands stayed by
@) Supreme 265.16
Court/High Court
(ii) Departmental 173.65
authorities
(c) Under third party 23.80
notices
(d) Under disputes 136.47
(e) Amounts likely to 4.01
be written off
Total 765.72
2 Taxes on 43.12 39.28 NA Item-wise break up was as under :
Vehicles (i) Orissa State Road ~ 26.02
Transport
Corporation
(ii) Private Vehicles 13.2¢
Total 39.28
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(Rupees in crore)

Sl. | Heads of | Amount of | Amount of Arrears
No. | Revenue | arrears as arrears as more than
on 31 on 31 five years Remarks
March March old
2000 2001
3 Land 20.87 15.45 NA Iltem-wise break up was as follows :
Revenue (@)  Rent 1.90
(b) Cess 4.68
(c) Nistar Cess 0.15
(d) Sairat 3.44
(e) Misc. Revenue 5.2
Total 15.45
4 Forest 45.64 67.96 NA The item-wise details was as under ||
(@) Forest Lease 15.4p
(b) Kendu Leaves 0.25
(c) OFDC 52.22
Total 67.96
5 Mines and 28.97 34.60 1.78 The stages of recovery was as undef :
Minerals (@  Demand covered 3.78
by certificate
proceedings
(b) Demand stayed by 0.20
High Court/Other
Judicial Authorities
(c) Amount likely to 0.75
be written off
(d) Recoverable 29.87
amount
Total 34.60
6 Police NA 18.92 2.98 The arrear relates to the period from
1972-73 to 2000-01.
More than Rs.2 lakh in each case
(21 cases involving Rs.18.87 crore).
7 Irrigation 11.15 11.17 NA Item-wise break up was as follows :
(WR) 10) Compulsory Basic ~ 7.78
Water Rate
(ii) Fluctuating Water 3.39
Rate
Total 11.17
8 Other 8.12 8.33 NA Iltem-wise break up was as under :
Departme ) )
ntallo Residential
Receipts Buildings
(Rent) 1 MLA's and ex- 0.42
G.A MLA's
Departme 2 Boards and 0.36
nt Corporations
3 Private parties 0.32
4 Retired Govt. 2.87
Servants
5 Transferred Govt. 1.17
Servants
6 Certificate cases 0.0p

Arrears relating to 17 divisions only out of &visions.

A few illustrative cases are given in para 8.5.
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(Rupees in crore)

Sl. | Heads of | Amount of | Amount of Arrears
No. | Revenue | arrears as arrears as more than
on 31 on 31 five years Remarks
March March old
2000 2001
7 Central Govt. 0.72
employees occu-
pying State Govt.
Quarters and water
tax
8 Usual House Rent 1.45
9 Recovery stayed by  0.12
High Court and
other judicial
authorities
Non-Residential 0.84
Buildings
Total 8.33
9 Interest 76.94 90.66 NA 1 Co-operation 60.92
Department
2 Industry 29.74
Department
Iltem -wise break up was as under :
(a) Orissa Small 0.41
Industries Corp.
(b) Industrial 6.06
Development Corp.
(c) Film Development 0.05
Corp.
(d) Orissa Instrument 0.24
Co.
(e) Orissa State 0.36
Leather Corp.
® Orissa State
Financial Corp.
(@) Loan in lieu of 6.35
share capital
(ii) Interest bearing 7.29
loan
(iii) State Aid Rural 0.96
Industries Program
loan
(iv) Sales Tax loan 4.73
) Electricity Duty 2.96
loan
(vi) Panchayat Samiti 0.34
Industries loan
29.74
Total 90.66
10 Stationery NA 3.65 NA More than Rs.2 lakh in each case ([L2
and cases involving Rs.1.84 crore).
Printing Item-wise break up was as follows:

(0

(i
(iii)
(iv)

Stationery Receipts  0.06

Sale of Gazette 0.03
Other Press 3.51
Other Receipts 0.05

Total 3.65
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(Rupees in crore)
Sl. | Heads of | Amount of Amount of Arrears Remarks
No. | Revenue arrears as arrears as more
on 31 on 31 than five
March 2000 | March 2001 | years old
11 State 6.96 8.10 NA The stage wise position of arrears was
Excise as under:
(a) Covered by 2.10
certificate
proceedings
(b) Stayed by High 3.65
Court/other judicial
authorities
(c) Amount under 0.03
dispute
(d) Proposed to be 0.04
written off
(e) Other stages of 2.28
recovery
Total 8.10
1.5 Arrears in assessment

The details of Sales Tax assessment cases pendihg deginning of the

year, cases becoming due for assessment duringetire cases disposed of
during the year and the number of cases pendiadjdation at the end of each
year during 1996-1997 to 2000-2001 as furnishethbydepartment are given

below:
Year Opening | Cases due for| Total Cases Balance at | Percentage of
Balance assessment finalised | the close of column
during the during the year 5to0 4
year the year
1 2 3 4 5 6 7
1996-1997| 2,47,612 1,87,650 4,35,262 1,68,837 2,66,424 39
1997-1998| 2,66,425 1,82,857 4,49,282 1,68,521 2,80,761 38
1998-1999| 2,80,761 1,86,439 4,67,200 1,55,498 3,11,707 33
1999-2000| 3,11,702 1,84,660 4,96,362 1,49,044 3,47,319 30
2000-2001| 3,47,318 1,88,952 5,36,270 1,59,337 3,76,939 30

It would be seen that the number of outstanding<agent up from 2,66,425
at the end of 1996-97 to 3,76,933 at the end of0ZWD1 registering an
increase from 6per cent in 1996-97 to 7(er cent in 2000-2001. It was also
noticed that the department could not even dispbslee cases which became
due during the year.

1.6

Fraud and Evasion of Tax

The number of cases of evasion of tax detectechéyShles Tax department
and assessments finalised during 2000-2001 are be®w:
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Number of
cases
Ali) Cases pending as on 31 March 2000 14,096
(ii) Cases detected during the year 2000-2001 2,216
Total 16,312
B Cases in which investigations were dropped/assass completed 2,680
during the year 2000-2001
C Cases which were pending at the end of the yeai3( March 2001) 13,632

The revenue involved in the pending cases was natished by the
department. It would be seen from the above thatdisposal of detected
cases was very low (Jg&r cent).

1.7 Results of Audit

Test check of the records of Sales Tax, Motor Mekidax, Land Revenue,
State Excise, Forest, Mines and Minerals and Ofhepartmental offices

conducted during the year 2000-2001 revealed uaseEssment/short
levy/loss of revenue etc. amounting to Rs.442.Gfreciin 2,04,771 cases.
During the course of the year 2000-2001, the corezkdepartments accepted
under-assessment etc. of Rs.28.24 crore involve®|544 cases which were
pointed out in 2000-2001 and in earlier years. Rdse, the departments
recovered Rs.10.20 crore in 811 cases.

This report contains 42 paragraphs and 3 reviewalving financial effect of

Rs.272.86crore of which Rs.178.47 crore has been accepted by iGoment/

Department. Recovery made in these cases amoumted.0.36 crore up to
September 2001. Audit observations with a totaenese effect of Rs.1.85
crore have not been accepted by the DepartmenttGmoesnt but their
contentions being at variance with the facts oralegosition have been
appropriately commented upon in the relevant pagtw. Replies in the
remaining cases have not been received (Octobdr) 200

1.8 Outstanding inspection reports and audit obsemations

Audit observations on incorrect assessments, $éeytof taxes, duties, fees
etc. as also defects in the maintenance of inméabrds noticed during audit
and not settled on the spot are communicated tbehds of offices and other
departmental authorities through inspection repdrte heads of offices are
required to furnish replies to the inspection répdhrough the respective
heads of departments within a period of one month.

The number of inspection reports and audit obsemsatrelating to revenue
receipts issued up to 31 December 2000 which wendipg settlement by the
departments as on 30 June 2001 along with corréapprfigures for the
preceding two years are given below:
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1999 2000 2001
1. Number of inspection reports 3576 3769 3909
pending settlement
2. Number of outstanding audit 11558 12087 12507
observations
3. Amount of revenue involved 395.74 666.67 920.26
(in crore of Rupees)

Department-wise break up of the inspection repartd audit observations
outstanding as on 30 June 2001 is given below:

Department Nature of Number of Amount Year to Number of
receipts outstanding of receipts which Inspection
Inspect | Audit involved | observations Reports
ion observ (Rs. in relate to which even
reports | ations crore) first replies
have not been
received
1. Finance Sales Tax 643 2856 151.11 1972-73 to 58
2000-2001
Entertainment| 169 182 1.00 -do- 7
Tax
Luxury Tax 12 12 0.59 1997-98 to 2
2000-2001
2. Commerce | Taxes on 256 3032 63.60 1970-71 to 24
and Vehicles 2000-2001
Transport Taxes on 70 237 1.09 1973-74 to -
(Transport) | Goods and 1987-88
Passenger
3. Revenue Land 1049 2499 96.49 1975-76 to 251
Revenue 2000-2001
Stamp Duty 309 397 28.63 1976-77 to 123
and 2000-2001
Registration
Fees
4. Excise State Excise 248 653 41.92 1973-74 {o 18
2000-2001
5. Forestand | Forest 562 1459 103.01 1967-68 to 27
Environment| Receipts 2000-2001
6. Steel and Mining 95 192 20.59 1974-75 to -
Mines Receipts 2000-2001
7. Others Departmental 496 988 412.23 1977-78 to 22
Receipts 2000-2001
Total 3909 12507 920.26 532

Given the huge pendencies and the amount of revemuaved, it is
recommended that Government should look into thasten and ensure that
effective steps are taken (a) for action againfitiafs who failed to send
replies to Inspection Reports/Paras as per thenibes time schedule, (b) to
raise demand and realise the short levy/non-lexgxffees, duties and arrears
of revenue etc. in time bound manner and (c) tai@ngroper response to the
audit observations by the departments concerned.

10
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| 1.9(a) Response of the Departments to Draft Audit&tagraphs |

Government of Orissa, Finance Department, in thegtular memorandum
instructed (May 1967) various departments of theveBoment to submit
compliance to the draft audit paragraphs floatedhgy Accountant General
(AG) for inclusion in the Audit Reports of the Cotrgller and Auditor
General (C&AG) within six weeks from the date ofegpt of such draft audit
paragraphs. The above instructions were reiterfDetember 1993) while
accepting the recommendation of the High Power Citt@enon response of
the State Governments to the Audit Reports of tB&AG. The draft paras
(DP) are normally forwarded by the AG to the PryatiSecretary/Secretary of
the administrative Department concerned throughi-aéficial letters seeking
confirmation of the factual position and commenkteréon within the
stipulated period of 6 weeks.

Sixty eight draft paragraphs being consideredriolusion in this Report were
demi-officially forwarded to the Secretaries/Prpali Secretaries of the
concerned departments between November 2000 andMay with a request
to verify the factual position and offer commentereon. Demi-official
reminders were also issued after the expiry ofng@rks time in each case. The
position of response to the draft paras are delthigow:

SI. | Name of the Department/Nature No. of draft No. of draft No. of draft
No. of receipt paras forwarded | paras in respec paras in which
including review | of which replie§ replies were not

were received received

1 Finance (Sales Tax) 27 26 01

2 Finance (Departmental Receipt) 01 01 Nil

3 Energy (Electricity Duty & Fees) 01 01 Nil

4 Transport (Motor Vehicle Tax) 13 - 13

5 Revenue (Land Revenue, Stamp Duty 04 04

and Registration Fees)
Excise (Excise Duty and Fees)
7 Steel & Mines (Mining Receipts) 07

(o))

04 02
06

02
01

Forest and Environment 06 06
(Forest Receipts)

9 Food Supplies and Consumer Welfare 01 01 Nil
(Departmental Receipt)

10 School and Mass Education 01 01 Nil
(Departmental Receipt)

11 General Administration 01 01 Nil
(Departmental Receipt)

12 Home (Departmental Receipt) 01 01

13 Co-operation (Departmental Receipt 01 01

Total 68 39 29

While Energy, Food Supplies and Consumer Welfareho8l and Mass
Education and General Administration Departmentgeh@esponded to the
draft paras issued to them, no response was recéive the departments of
Commerce and Transport (Transport), Revenue, Fardt Environment,
Home and Co-operation in respect of paras relatniylotor Vehicles Tax,
Land Revenue and Stamp duty and Registration feesest Receipts and
Departmental Receipt respectively. The DepartmehtSinance, Excise and

11
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Steel and Mines have responded to 27, 2 and 6 patasf 28, 4 and 7 paras
issued to them respectively.

\ 1.9(b) Follow up on Audit Reports

Finance Department instructed (May 1967 and May81@dl departments of
the Government to takeuo motu action to verify the facts and figures
mentioned in the Audit Reports presented before Stede Legislature and
submit a comprehensive note covering all aspecthefcases in the Audit
Paragraphs to the Public Accounts Committee (PAGhsfter receipt of the
Audit Report. In December 1993, the Finance Depantnfurther instructed
that the departments should submit explanatorysnoteparagraphs included
in the Audit Reports indicating the action takerpoyposed to be taken within
a period of three months without waiting for anytio® or call from PAC.
Since the Audit Reports of the Comptroller and AodiGeneral of India
(Revenue Receipts) represent the culmination optbeess of statutory audit
starting with initial inspection of the accountceeds maintained in various
offices under departments of Government, it is irapee that they elicit
appropriate and timely response from the Executage a measure of
rectification of errors noticed in audit and to eggfard the interests of
revenue.

It was noticed that though the Audit Reports (RexerReceipts) of the
Comptroller and Auditor General relating to thet&tmr the years 1989-90 to
1998-99 were presented to the State Legislativebsy in December 1991,
October 1992, April 1993, April 1994, June 1993y 11996, April 1997, July

1998, July 1999 and July 2000 respectively, ningadenents did not submit
suo motu explanatory notes on 172 paragraphs/review pgragrto the PAC

for examination of the cases as tabulated below:

Year 1989-9(1 1990-91 1991-92 1992-93 1993-94 1994-95 1995-9¢ 1996-97/1997-98 1998-99 Total
No. of paras in the AR 69 68 63 54 44 47| 44 34 3 40 499

No. of paras discussed in 68
PAC

No. of paras pending for
discussion

No. of paras for which
compliance notes awaited 01 02 12 14 12 12 10 3 3 40 172
from the departments

51 51 40 32 21 04 - - - 267

01 17 12 14 12 26 36 3 38 anp 232

From the above, it would be seen that the non-ciamgé to audit paragraphs

stood at 34.4%per cent of total paras presented to the Assembly durirgy th
above period. Lack of follow up action on Audit Refs by the Departments

resulted in non-realisation of substantive revertoethe State besides

recurrence of similar errors every year.

12
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(i) Out of above 172 paras,’ daras featured significant audit findings
highlighting inter alia certain systemic deficiencies meriting attentioh o
Government. Despite extant instructions of the Raea Department in
December 1993 for submission of explanatory notegasagraphs included in
the Audit Reports indicating action taken or praab$o be taken within three
months without waiting for any notice or call frddAC, no compliance to 3
Reviews relating to Revenue Department (2 revieams) Finance Department
(one review) have so far been received though #iated reports were
presented to the State Legislative Assembly betvizammember 1991 and July
1999. The compliance to the review relating to Tn@nsport Department was
received as late as in September 2001. As a resulon-response from the
Executive, rectification of errors and removal gfstemic deficiencies or
systemic failures highlighted by audit have remdina-redressed.

The matter was brought to the notice of concernepgatment (August 2001).
Their reply is still awaited.

1.9(c) Response of the departments to PAC Reports/
Recommendations

The Orissa Legislative Assembly (OLA) Secretariasued (May 1966)
instructions to all departments of the State Gowemt to submit notes
showing action taken by the Government on variaggsstions, observations
and recommendations made by the Public Accountsniittee (PAC) for

their consideration within six months after preaéioh of the PAC Report to
the Legislature. The above instructions were raeiggt by Government in
Finance Department in December 1993 and by the S¢gretariat in January
1998. The PAC Reports/recommendations are theipahmedium by which

the Legislature enforces financial accountability tbe Executive to the
Legislature and it is appropriate that they elioibely response from the
departments in the form of Action Taken Notes (AT.Ns

However, it was noticed from the PAC reports suteditduring the 10 and
11" Assembly that 39 Reports containing 276 parasinacendations were
presented by the PAC before the Legislature dufelgruary 1991 to August
1999 after examination of the Audit Reports (RewenReceipts) of
14 Departments for the year 1985-86 to 1993-94etaildd below:

7 (i)"Compulsory Basic Water Rate in respect of commareh of Minor Irrigation Projects” featured as
para 5.6 of Audit Report (R/R)-1989-90-relating to Bave Department.
(ii)"Functioning of Enforcement Wing of Motor Veldés Department in Orissa" featured as para 3.8dn t
Audit Report(R/R)-1995-96 relating to Transport Deypeent.
(ii)"Internal control in the disposal of appealsdaremand cases"-featured as para 2.2 in the Rafibrt
(R/R)-1996-97-relating to Finance Department.
(iv)"Assessment and collection of water rate" featiias para 4.2 in the Audit RepdR/R)-1997-98-

relating to Revenue Department.

13
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SI | Name of PAC Report Department to No. of paras | Reference to Audit
No the No./ Date of which it relates outstanding Reports (R/R)
Assembly | placement in
Assembly

1 10" 4"27.02.1991 | Revenue and Excise 21 1985-86

2 11/30.03.1992 | Steel and Mines 04 1987-88

3 17"30.03.1992 Home 01 1986-87

4 13"/12.11.1992 | Fishery and ARD 04 1986-87

5 23%23.03.1993 Housing and UD 01 1987-88

6 25"23.03.1993 | Irrigation 01 1987-88

7 28"23.07.1993 Energy 03 1986-87 & 1987-8¢

8 29"/23.07.1993 | Energy 02 1988-89 & 1989-9(

9 30%11.11.1993 | Commerce and 16 1986-87
Transport

10 37%11.11.1993| Commerce and 05 1988-89
Transport

11 33%11.11.1993 | Commerce and 03 1989-90
Transport

12 34"11.11.1993 | Commerce and 29 1990-91
Transport

13 47Y29.12.1993 | Energy 04 1990-91

14 46"25.03.1994 | Education 02 1990-91

15 50725.03.1994 | Irrigation 02 1988-89 & 1989-90

16 54"/27.09.1994 | Water Resources 01 1990-91

17 59721.12.1994 | Forest & 18 1986-87
Environment

18 60721.12.1994 | Forest & 13 1987-88
Environment

19 67Y21.12.1994 | Forest & 05 1988-89
Environment

20 62921.12.1994| Forest & 16 1989-90
Environment

21 63921.12.1994 | Forest & 16 1990-91
Environment

22 11 5%14.03.1196 | Steel & Mines 03 1988-89

23 7"16.03.1996 | Finance 14 1986-87

24 8"/16.03.1996 Steel & Mines 05 1989-90

25 13"22.03.1996 | Steel & Mines 08 1990-91

26 14"/22.03.1996 Forest & 14 1991-92
Environment

27 15722.03.1996 Revenue & Excise 18 1986-87

28 197/31.07.1996 | Finance 10 1987-88

29 207/31.07.1996 | Agriculture 01 1988-89

30 27931.07.1996 Home 03 1988-89

31 28"/27.11.1996 Finance 13 1988-89

32 27"/27.11.1996 Law 01 1988-89 & 1990-91

33 32%27.11.1996| Home 02 1987-88

34 43%29.03.1997 | Home 01 1991-92 & 1992-93

35 48"08.12.1997 | Energy 02 1991-92

36 49"/08.12.1997 | Energy 03 1992-93

37 52931.03.1998| Forest & 07 1992-93
Environment

38 62'904.08.1999| Finance 02 1989-90

39 63904.08.1999 | Home 02 1993-94

Total 276

However, no ATN have been received from the depamtso far in respect
of the above PAC Reports except in respect of agpaf 3" Report of 11
Assembly relating to Steel and Mines Departmentihvas reported to have
been received (September 2001) by Orissa Legisl&ssembly Secretariat.
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2.1

Results of Audit

Test check of assessments and refund cases andctedrdocuments of the
Commercial Tax offices during 2000-2001 revealedasrassessment of tax,
loss of revenue etc. amounting to Rs.77.39 croré0#4 cases which may

broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 | Under-assessment of tax due to application 100 3.92
of incorrect rate
2 | Incorrect grant of exemption 108 19.03
3 | Short levy of tax due to incorrect 81 17.98
computation of taxable turnover
4 | Non-levy of interest 15 0.07
5 | Non-levy of surcharge 19 0.06
6 | Others 180 15.99
7 | Review on "Working of Sales Tax Check- 1 20.34
Posts and Barriers with special emphasis
on Transit Pass System"
Total 504 77.39

During the year 2000-2001, the department accepeédr-assessment etc. of
Rs.3.50 crore in 174 cases which were pointed mw@uidit in earlier years.

Out of these, the department recovered Rs.20.68ife&5 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.15.64 crore and findings of a review on "WorkofgSales Tax Check-
Posts and Barriers with special emphasis on Trd®ests System” involving

Rs.20.34 crore are mentioned in the following peaphs.
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2.2 WORKING OF SALES TAX CHECK-POSTS AND
BARRIERS WITH SPECIAL EMPHASIS ON TRANSIT
PASS SYSTEM

2.2.1 Introduction

The Orissa Sales Tax (OST) Act, 1947, envisagdthgaip of check-posts to
prevent evasion of tax. The Act empowers the ofida-charge of check-
posts to stop any vehicle passing through the cpesk to see whether the
requisite documents available with the driver o fierson in-charge of the
vehicle are in order. If on scrutiny it appeard ti@ tax payable on goods has
not been paid or not supported by proper documérgsofficer in-charge may
detain the vehicle until the tax is paid or seizand confiscate the goods and
realise the tax by selling the goods. From Jan@886, a transit pass system
was introduced in respect of vehicles bound foepthbtates passing through
the State to guard against leakage of revenue by aefasuch vehicles
unloading the goods inside the State or sellinggbeds clandestinely. The
driver of such vehicle is required to submit a deation in the prescribed
form at the entry check-post that the goods shalbe unloaded, delivered or
sold in the State and exit through the check-pssipecified in the declaration
within a specified date and time. At present, 22oshposts and 8 Railway
Receipts Units (RR units) are functioning in thet&t

2.2.2 Organisational set up

The Commissioner of Commercial Taxes (CCT), Oribging the head of the
Commercial Tax Department is in overall control tbé check-posts. The
administrative control and superintendence of theck-posts vest with the
Commercial Tax Officers (CTOs) of respective ciscexcept in case of three
major border check-podtsvhich are under the control of the CTOs posted in
those check-posts. The Assistant Commissioners amrercial Taxes
(ACCT) of the related Ranges also supervise thekiwgrof the check-posts.
The Enforcement organisation of the departmentsesshe CCT for anti-
evasion measures.

2.2.3 Scope of review

A review on the “Working of Sales Tax Check-Postsl 8arriers and the
system of Transit Pass” was undertaken by audiinguAugust 2000 to
February 2001 to evaluate how efficiently the systeand procedures are
working and to what extent the objective underlyihg establishment of
check-posts and barriers has been achieved. Tesk af transit passes was

8 Girisola, Jamsola and Sohella (Loharchatti).
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done for the month of February 2000 and other attsorecords for the years
1997-98 to 1999-2000. The review coveréa®t of 22 check-postsBout of

8 Railway Receipts unitsBout of 29 assessment circles artlI8telligence
Ranges.

2.2.4 Highlights

Cross verification of entries and exits of out-to-ot vehicles conducted in
audit in four border check-posts revealed that 3,02 vehicles had not
passed through the declared exit check-posts. Theomey value of goods
and tax liability involved in the cases test checlkkamounted to Rs.186.35
crore and Rs.18.78 crore respectively.

{Para 2.2.6}

1,595 vehicles were found by departmental Intelligeee wing to have not

passed out of the State. However, no follow-up aoti was taken to assess
and recover the tax. Tax liability in respect of 46 vehicles was estimated
at Rs.1.56 crore in audit.

{Para 2.2.7}

Fraudulent transactions of goods and movement of ¥cles involving
Rs.57.14 lakh with tax effect of Rs.6.35 lakh weneoticed.

{Para 2.2.8}

245 defective transit passes were accepted in thetry check-posts.
Acceptance of such defective or invalid transit pags was incorrect.

{Para 2.2.9}

Shortfall in physical verification of 8,009 vehicle led to potential loss of
tax and penalty estimated at Rs. 2.66 crore.

{Para 2.2.12}

No suitable checks were exercised in Railway Rec&pUnit due to non-
existence of Sales Tax Office/barrier in the Railwpapremises.

{Para 2.2.14}

9 Bahalda, Girisola, Jamsola, Laxmannath, Nalda amel®o(Loharchatti).

10 Berhampur, Cuttack and Rayagada.

1 Balasore, Baripada, CuttackCentral), Cuttack-I(East), Cuttack-I(West), Cuttackdhnjam-l,and
Ganjam-lll.

12 Berhampur, Cuttack and Sambalpur.
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| 2.2.5 Trend of Revenue Collection at Check-Posts

€)) The comparative position of collection of Saims at check-posts vis-
a-vis the total Sales tax receipts of the StatetHerfive years ending 1999-
2000 was as follows:

(Rupees in crore)

Year No. of Total sales Amount collected by way of Percentage of sales tax
check-posty tax receipts tax including penalty at the | collection at the check-posts
of the State | check-posts as furnished by to the total sales tax
the Department collected
1995-1996 37 716.10 22.58 3.15
1996-1997 37 893.51 16.94 1.90
1997-1998 37 925.08 15.33 1.66
1998-1999 37 971.09 16.45 1.69
1999-2000 37 1107.55 15.64 1.41

It was observed in audit that the collections a ttheck-posts remained
stagnant and had in fact slightly declined overybars which was indicative
of deficiencies in revenue collection.

(b) No targets for collection of tax were fixed fany check-post except
for the three major check-posts. The financial étsdixed and achievement
made in respect of the three major check-postshiidast five years ending
1999-2000 was as under:

(Rupees in crore)

Name of check-post Year Target fixed | Achievement in Shortfall
collection
Jamsola 1995-1996 6.50 6.45 () 0.05
1996-1997 4.65 3.90 () 0.75
1997-1998 4.00 3.06 () 094
1998-1999 5.00 2.21 () 279
1999-2000 3.77 2.21 () 1.56
Girisola 1995-1996 5.50 4.06 () 144
1996-1997 3.61 2.68 () 0.93
1997-1998 3.00 2.35 () 0.65
1998-1999 4.00 2.66 () 1.34
1999-2000 3.32 2.60 () 0.72
Sohella (Loharchatti) | 1995-1996 4.25 451 (+) 0.26
1996-1997 3.61 2.52 () 1.09
1997-1998 3.00 1.81 () 119
1998-1999 3.50 2.15 () 1.35
1999-2000 3.20 2.15 () 1.05

The targets fixed were not based on any norm aisy@k as these fluctuated
from year to year. Even the declining targets wereachieved in most of the
years. There was a need to determine realistietanghich would facilitate
effective monitoring.

On being pointed out in audit (January 2001), ti@T Gtated that there were
no specific orders for fixation of targets for ckquosts.

13 Check-posts operative up to 03.01.2000 were 37 mraafter 22.
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2.2.6 Evasion of tax due to suspected unloading amsdle within the
State

Under the OST Act, 1947, and rules made thereunldeririver or the person
in-charge of the vehicle carrying goods from owtside State and bound for
outside the State passing through the State os®sball stop the vehicle for
inspection of all documents relating to the gooalsied and for search of the
vehicle by the concerned officer in-charge of thistfentry check-post. The
driver or person in-charge of the vehicle is reggito produce a Transit Pass
in triplicate in the prescribed form giving partiats of goods viz. quantity,
value and nature of the goods transported, destimaiames of the consignor
and consignee etc. alongwith a declaration that gbeds shall not be
unloaded, delivered or sold inside the State. Hdl sibmit the original copy
of the transit pass to the officer in-charge of #rery check-post and the
duplicate copy to the officer in-charge of the deetl exit check-post before
leaving the State failing which it shall be presdntieat the goods have been
sold within the State by the owner or person inrgbaf the vehicle.

A test check of entries made in the out-to-out dining and Outgoing)

registers of the entry check-posts with those efdéclared exit check-posts in
respect of 4 check-posts (including 3 major cheagtg) for the month of

February 2000 revealed that out of 10,585 vehic3e822 vehicles did not

pass through the declared exit check-posts as é¢héiles could not be traced
in the out-to-out (Outgoing) registers of the desthexit check-posts. The
vehicles contained taxable goods valued at Rs.58G@e having a tax effect
of Rs.18.78 crore as detailed below:

Rupees in crore)

Name of the Name of No. of vehicles Vehicles | Value of goods Tax
entry check- the exit selected for cross | untraced of untraced involved
post check-post verification vehicles

Girisola Jamsola 3829 499 50.26 5.77
Laxmannath Girisola 742 135 6.10 0.55
Jamsola Girisola 3286 965 58.53 5.3F
Sohella Jamsola 1106 341 18.61 1.9(
(Loharchatti)
Jamsola Sohella 1622 1082 52.85 5.19
Total 10585 3022 186.35 18.78

It was also observed that there existed no systantdordination between

different check-posts so as to enable enforcemfetiecobjective of checking

large scale tax evasion and there was also nomyaftenonitoring movement

of vehicles which may escape through other neanglecdlared check-posts or
bypasses.

On this being pointed out (between November 2000 Feebruary 2001), the
CTO of the exit check-post Jamsola confirmed (Janu001) that the
untraced vehicles in question did not pass thrainghcheck-post and CTO
Sohella (Loharchatti) stated that due to shortdgeadf, it was not possible to
cross verify the items.
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2.2.7 Loss of revenue due to deficiencies in worlgn of
Departmental Intelligence Wing

Under the provisions of OST Act and Rules, if any-m-out vehicle fails to
deliver the duplicate copy of the transit passhiodeclared exit check-post, it
shall be presumed that the goods have been unl@aksdold within the State
by the owner or person in-charge of the vehiclewhbich a fine of Rs.20,000
or 20 per cent of value of goods whichever is higher in additimntax is
payable on such goods.

As per the instructions of the CCT dated 14 May9 @®pies of the waybills/
transit passes relating to out-to-out vehicleseobdd at the entry check-post
are required to be sent to the concerned ACCT (igeégice) Range for cross
verification with copies handed over by the driedrthe vehicle at the exit
check-post to find out the vehicles which have padsed through the declared
exit check-post. Discrepancies, if any, is requietle intimated to the CCT’s
office for further action.

Test check of records of 3 Intelligence Range effi(Cuttack, Berhampur and
Sambalpur) between August 2000 and January 20@haley that during the
year 1999-2000, the Intelligence Wing detected 3 €hicles which had not
passed through the declared exit check-post batction was taken to assess
the tax involved and to recover the same. Out ef %595 vehicles, the tax
effect involved in respect of 456 vehicles was sssé in audit as Rs.1.56
crore. Thus exercise undertaken by the Intelligevwteg in cross checking
served no fruitful purpose.

On this being pointed out, the CCT stated (Jan@861) that the check-post
officers and Intelligence Range Officers conceriege been instructed to
keep close watch on the movement of these vehitlesiever, no specific
action has been taken against any vehicle so farqivi2001).

2.2.8 Fraudulent transactions \

Government of Orissa through notification (Janu2@p0) provided that the
driver or any other person in-charge of out-to-eehicles shall produce
before the officers in-charge of entry check-poatsiransit pass (Form
XXXII-T) giving detailed particulars of transactisrand declaration to the
effect that “the goods under transport would notibaded, delivered or sold
in the State and would exit through a declared exéck-post on likely date
and time.”

In 7 cases test checked, vehicles entered Girdsotesgola check-post between
1 February 2000 and 18 February 2000 with one kihdoods but passed

through the declared exit check-post Jamsola/GafiSohella between

2 February 2000 and 19 February 2000 with somer @beds and showing

some other destinations. These cases involved maaleg of Rs.57.14 lakh

having tax effect of Rs.6.35 lakh.
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On this being pointed out (December 2000 and J&nR@01), the ACCT
(Intelligence) of the concerned Ranges accepted ahdit observations
whereas the CTOs of the concerned check-postsdtpeeerify the cases for
final compliance.

2.2.9 Irregular acceptance of defective transit paes in the entry
check-posts

Test check in audit of waybills/transit passestf@a month of February 2000
in Girisola, Jamsola, Laxmannath and Sohella chpexsts revealed lack of
surveillance by the check-post officers in scrutafywaybills/transit passes
produced by out-to-out vehicles at the entry cheasts.

It was noticed in audit (between November 2000 fagloruary 2001) that 245
numbers of transit passes in Form XXXII-T produdsdout-to-out vehicles

during the month of February 2000 at the entry pwirdifferent check-posts

were defective in as much as these transit passedexlaration made therein
were either not signed by the person in-chargehef \tehicle/driver (234

cases) or were not properly filled in (11 cases).

Acceptance of such defective and invalid transgspea by the officers in-
charge of the check-posts was not only irreguldrdiso shed doubt on the
credibility and genuineness of the transit passes.

On this being pointed out in audit (between Novem®@00 and February
2001), the CTOs and the ACCT of the concerned cpesks accepted the
omission and noted the audit observation for fuguielance.

\ 2.2.10 Non-disposal of seized/confiscated goods

If the officer in-charge of a check-post or barrferds on examination of
records and documents in possession of drivervethécle and goods actually
carried that tax payable on sale or purchase ofgaygls has not been paid or
if the goods transported are not supported by wiaykind other related
documents, he may ask the driver or person in-ehafgehicle to pay the tax.
Otherwise he may seize and confiscate such godus.gbods confiscated
shall be disposed of through public auction afteing the owner of the goods
a reasonable opportunity of being heard. No timetlhas been prescribed to
dispose off the goods.

Scrutiny of Seizure Register in Jamsola check-postaled that goods such as
gas light, torches, electric fans, computer forms$ Banarasi saris were seized
and were lying in the godown since 1997-98. Noaactias been taken by the
department to evaluate the goods for their disposal

On this being pointed out in audit, the CTO of te@cerned check-post stated
(December 2000) that disposal by public auction weder process. However,
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no reasons for delay could be assigned thoughdcétie Non-disposal of
goods for long periods had resulted in blockagesgénue and may result in
deterioration of the goods.

\ 2.2.11 Improper linking of waybills collected at the check-posts

€)) The copies of waybills should be sorted outhat check-posts and
dispatched to the concerned circle offices withird&/s from the date of
receipt for necessary linking of waybills with tealer’s returns and books of
accounts submitted at circle offices for assessnigumt scrutiny of waybills
dispatch registers at Girisola and Jamsola cheskspevealed that there was
abnormal delay in dispatch of 55,561 waybills raggfrom 1 to 90 days
during the period under review.

(b) The waybills after receipt in the circle officérom the check-posts are
required to be sorted out ward-wise and then UOisteid to the respective
wards at least fortnightly after entering them inregister. Information

collected at 6 circle offices revealed that 7,20, 18mber of waybills were
pending for distribution to the respective wardsigtle offices as under:

Year Total no. of Total no. of | Total no. of Name of the circle office involved
waybills waybills waybills
received in distributed pending for
circle offices | to the wards | distribution
1997-1998 4,17,182 1,69,345 2,47,837 Balasore, Cuttack-I(YVe6uttack-I
(East), Ganjam-lI, Ganjam-Ill an
Sambalpur-I.
1998-1999 4,55,604 2,06,240 2,49,364 Balasore, Cuttack-I(YWesanjam-I,
Ganjam-IIl, and Sambalpur-I.
1999-2000 3,35,595 1,12,664 2,22,931 Balasore, Cuttack-IjEagtuttack-I
(West) Ganjam-l, Ganjam-Ill, and
Sambalpur-I.
Total 12,08,381 4,88,249 7,20,132

In absence of the waybills, the assessing officamot verify the genuineness
of the books of accounts of the dealers in respégburchases and sales
effected by them which may result in evasion of tax

The conerned CTOs attributed the reasons for delay in ditpaon-
distribution of wayhbills to shortage of staff.

2.2.12 Inadequacy of physical verification

The officer in-charge of the check-posts shoulduemghorough check of a
minimum of five vehicles per day after unloadingJaimsola and Girisola
check-posts and two vehicles per day at other chesks.

Test check of records (September 2000 to Febru@dg)2of Girisola, Jamsola
and Sohella (Loharchatti) check-posts revealed shah thorough checking
by unloading of vehicles was very negligible durthg period under review in
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comparison to the number of vehicles which passexligh the check-posts as
shown below:

Name of the Year Number of | Minimum number Number Tax and Shortfall
check-post vehicles of vehicles that of vehicles penalty in vehicles
passed should have been | checked collected not
through the checked by by (Rs. in lakh) | checked as
check-post unloading unloading per norms
Girisola 1997-1998 6,84,398 1,825 758 4.61 1,067
Jamsola 1997-1998 2,80,905 1,825 535 24.16 1,2P0
Girisola 1998-1999 6,90,611 1,825 782 7.84 1,043
Jamsola 1998-1999 3,77,245 1,825 535 15.46 1,2P0
Girisola 1999-2000 7,14,757 1,825 305 7.38 1,520
Jamsola 1999-2000 3,87,837 1,825 578 21.83 1,247
Sohella 1999-2000 4,66,838 730 178 40.41 552
(Loharchatti)
Total 36,02,591 11,680 3,671 121.75 8,009

It would be seen that there was shortfall ofpg® cent in respect of vehicles
not checked as prescribed in the norms. Out of13y&hicles checked, tax and
penalty amounting to Rs.121.75 lakh was colledBaked on this proportion,
the verification of all the vehicles i.e. 8009 wdbs would have yielded
Government revenue of Rs.265.62 lakh.

The reasons for shortfall were attributed by thecesned check-post officers
(September 2000 to February 2001) to inadequateoveer.

| 2.2.13 Location of check-posts

The check-posts are to be located at strategidgem as to enable checking
of all vehicles entering or leaving the territorl tbe State and the location

should be such that no vehicle either enteringavihg the State has a chance
to escape check.

However, during the course of review, the CTOs/AdiOs of 4 check-posts
confirmed that by-passes exist and due to theistemce, vehicles could
escape without check thereby frustrating the pwples which the check-
posts were set up. Details of check-posts andeelaly-passes are given

below:
Name of the No. of Places where by-passes exist
check-post | by-passes
Jamsola 4 Banisagar, Hatibari, camp No.-1-Rasagobindpur, Baghara
Road
Sohella 3 Jagadalpur-Padampur, Ambabhana-Bhatli Road, Sardhapali
(Luharchatti) Road
Nalda 4 Kandara Vilage Road, Murga Mahadev Road, GHasia
Rastha (Parallel to Nalda Road), Ulliburu
Bahalda 3 Near block office, Bahalda Bazar and near Itispec
Bungalow

On being asked as to the action taken in this tedafO Jamsola stated that
these by-passes are beyond the jurisdiction ofchexk-post and no action
could be taken. CTO Sohella stated that the predestk-post at Loharchatti
has been shifted from Sohella on 9 September 2006.Addl.CTO Nalda
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stated that the fact of existence of the by-passzs being brought to the
notice of the higher authorities. The Addl.CTO Blahastated that there was a
proposal to shift the check-post.

2.2.14 Working of Railway Receipt Units (RR Units)

A test check conducted ift“*3out of 8° RR Units revealed that the provisions
of the Act and Rules and executive instructionsenast being scrupulously
followed. Test check revealed that no check-postidraexisted near any of
the RR Units test checked. The existence of thieefif the Addl.CTO, RR
Unit, was not located at a suitable place to endéideofficials to check the
movement of goods (both in-coming and out-goingjetect evasion of tax.

It was observed in audit that release of consigrisnemthout counter-

signature of the officer of the sales tax departmeamd non-existence of
barriers near the Railway goods sheds/Parcel sffigeilitates evasion of tax
through clandestine carriage, storage and dispoksajoods which would

affect sales tax revenue of the State in respegbotls transported/imported
through the Railways. It was evident that there \waseed to review the
location and establishment of sales tax barrierasado prevent leakage of
revenue. No steps had been taken to install bamieto locate the RR Units at
a suitable place in the vicinity of the Railway deshed/Parcel Office.

To an audit enquiry, the Addl.CTO, RR Unit, Berhampstated that it was
not possible to watch the movement of Railway parbeoked and released
from the present location of the office. The AddI@ RR Units, Rayagada
and Cuttack, stated that no office was functioningthe premises of the
Railway Station as no accommodation was available.

2.2.15 Conclusion

It was evident that the functioning of the checlsfscand the operation of the
transit pass system was beset with operationakidafiies and lapses in
implementation which defeated its primary purpo$ecltecking evasion of
tax. There was no system of monitoring of movement vehicles,
coordination between the entry and exit check-pastsquick communication
which would have enabled detection of tax evadimtection of vehicles with
transit passes which had not passed out of the 8tas$ not followed by any
further action nor did it result in any exercisereview to see what action was
needed to be taken. Enforcement and monitoring alae hindered by
improper maintenance of records at all levels. brgection was evidently
required to review the functioning of the checkigomcluding those non-
functional at Railway Receipts units to preventstwa of tax and loss of
revenue to the State exchequer. For effective lidteng and communication

14 Berhampur, Cuttack and Rayagada.
15 Bargarh, Berhampur, Cuttack, Jharsuguda, KantgibRayagada, Rourkela and Sambalpur.
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between the check-posts, inter-linkage through adgersation needs to be
established which would enable effective functignif the check-posts.

The above matter was referred to the Departmeni®rApril 2001. The
matter was followed up with reminder to the Secggetan 25 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

2.3 Incorrect grant of exemption/deferment

The OST Act, 1947 read with Industrial Policy Resioins (IPR) of the State
provides as follows:

(@) Purchase of raw-materials and sale of finighediucts of a new SSI
unit shall be exempted from tax for a period ofeseyears from the date of
commercial production (CP) under IPR 1986 and 1989;

(b) Sale of finished products only to the extentirafreased commercial
production of an existing SSI unit over and aboklie existing installed
capacity (IC) shall be exempted from tax for a pgmf seven years from the
date of commercial production provided that the amgon/
modernisation/diversification (E/M/D) were undegakon the basis of a
separate project report duly appraised by a firmnaistitution under IPR
1989 where loan is taken and by the DIC in the caself financing projects;

(c) Deferment of sales tax collected as payabtaerreturn for a specified
period subject to fulfillment of stipulated conditis.

Audit scrutiny (between March 1999 and Februaryld(@vealed short levy
of tax of Rs.7.45 crore due to incorrect grant méraption/deferment to
SSI/Medium scale units as tabulated below:

(Rupees in lakh)

Sl. | Name of | Assessment| Commodity/ | Inadmissible | Short levy Nature of Irregularities
No the year/ Rate of tax | Turnover of tax
circle month of OST/CST exempted including
assessment Surcharge
2 3 4 5 6 7
1 | Sambalpur| 1996-97 and | Refined edible 3541.61 157.17 M/s Ganesh Qil Products Ltd., a SSI unit,
-1, 1997-98/ oil/4 engaged in refining of edible oil, was get
Bargarh March 2000 up under IPR 1986 with installed capadjty
Acid oil and oil 289.99 38.63 of 5910 MT and started production fn
sledge (by- June 1989. It undertook expansipn

product)12 increasing its installed capacity to 10,122

MT in July 1991 without a separate
project report being appraised by |a
financial institution/DIC  which  wa
mandatory. Entire sale turnover pf
finished products and by-products were
exempted from tax on the basis |of
Eligibility Certificate(E.C) issued by DI(
wherein the existing installed capacity
was certified as 'nil' without limiting t
the extent of increased production as a
result of expansion over and above the
existing installed capacity.

25



Audit Report (Revenue Receipts) for the year ended 31 March 2001

(Rupees in lakh)
Sl. | Name of | Assessment| Commodity/ | Inadmissible | Short levy Nature of Irregularities
No the year/ Rate of tax | Turnover of tax
circle month of OST/CST exempted including
assessment surcharge
1 2 3 4 5 6 7
2 | Cuttack-1l [ 1994-95 to Refined 3742.54 164.67 M/s Mahaveer Oil & Refineries, a 8SI
1996-97/ edible oilA4 unit, started commercial production fin
September 1992 with installed capacity|of
?g;v;e;nd\]uly 1200 MT. It undertook expansion without
a separate appraisal report by a finangial
March 1999 institution/DIC ~ which is mandator]
raising its installed capacity to 5700 M[T.
Exemption was allowed on the entire sple
of finished products after expansion pn
the basis of defective eligibility certificate
issued by DIC. Subsequently, DIC issued
revised EC (April 2000) retrospectively
for 1994-95 to 1996-97 which the
department had not accepted.
3 | Rourkela-I| 1991-92 to Fabricated 661.74 87.92 The industry was set up under IPR 1980
1997-98/ goods (shutters;, and undertook expansion without |a
gates etc)12 separate project report being appraised by
?g;vge;nd\]uly a financial institution/DIC which wap
mandatory under IPR 1989. The
July 1998 exemption was also not limited to the
increase in production over and above fthe
existing installed capacity. Moreovar,
despite mentioning the goods chargegble
to tax by the DIC in EC the tax was not
levied by the assessing officer.
4 | Bolangir-1 | 1994-95 to Oil seeds/4 948.86 37.96 An oil mill having input capacity of less
1997-98/ than 10 MT, an ineligible industry, was
Between Edible/non- 319.30/ 46.72 allowed exemption under IPR 1989.
February 1997| edible 0il4/10 326.16
and July 1998
5 | Sambalpur| 1993-94 to RCC spun 506.80 67.28 The industry was set up under IPR 1986
-ll 1997-98/ pipesi2 with installed capacity of 6000 Nos. |It
Between undertook expansion under IPR 1989
raising its installed capacity to 12000 N¢s.
February 1995 without a separate project report dily
and apprised by a financial institution/DIC.
February 1999 Exemption was allowed on the basis|of
defective eligibility certificate issued by
the DIC wherein the original installgd
capacity was certified as ‘'nil. The
exemption was also allowed without
restricting it to the extent of increased
production over and above the existing
installed capacity.
6 | Cuttack-ll | 1995-96 and | Groundnui4 343.12 13.72 A SSI unit engaged in de-cortication |of
1996-97/ groundnut set up under IPR 1986, |an
ineligible  industry, was  allowegd
August 1997/ Gro(ljj;dnut 255.71 20.46 exemption under IPR 1989 aftbr
March 2000 see undertaking expansion.
7 | Cuttack-ll | 1995-96 and | HDPE Woven 257.07 33.93 The industry, a SSI unit, was setngeu
1996-97/ Sacksl2 IPR 1986 and started production |in
January 1989. It undertook expansion|in
August 1998/ December 1991 under IPR 1989 and the
March 2000

installed capacity was irregularly revised
several times. The exemption was to |be
restricted to the extent of quantities as per
original installed capacity (IC) plus the
increased production over it on account of
EMD up to January 1996 and to the extent
of increased production only thereafter.
The exemption was, however, allowed|in
excess of the above Ilimit in the
assessment.
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(Rupees in lakh)

Sl.
No

Name of
the
circle

Assessment]
year/
month of
assessment]

Commodity/
Rate of tax
OST/CST

Inadmissible
Turnover
exempted

Short levy
of tax
including
surcharge

Nature of Irregularities

2

3

4

5)

6

7

Sambalpur|
-l

1997-98/
March 1999

Graphite flakes
and powded 6

133.83

23.96

The industry, a SSI unit under IPRO1
started production in August 1983 wij
installed capacity of 1200 MT.
undertook expansion under IPR 1989
raising its installed capacity to 3000 MT
and started production in April 1991. The
entire inter-State sale of finished produfts
of 1206.820 MT was exempted instead| of
6.820 MT on the basis of EC issued |y
DIC wherein the existing installed
capacity before expansion was certified as
nil', without limiting it to the extent o
increased production as a result
expansion over and above the exist
installed capacity.

5o

Bhubanes
war-|

1996-97/
March 2000

Irregular
deferment of tax

20.30

Instead of allowing deferment of tax
collected as payable (Rs.2.52 lakp),
deferment to the extent of tax assesped
(Rs.20.30 lakh) was allowed. In additign,
deferment  was allowed withouit
supporting EC. However, deferment
tax collected as payable (Rs.2.52 lal
was also not admissible.

10

Sambalpur
-1,
Bargarh

1995-96 to
1997-98/

Between
March 1998
and

March 1999

Acid Oil, Wax,
Gum, Soap
stock etc. (by-
products)/12

77.98

10.45

By-products are not exempted from
under IPR 1989. The exemption
allowed on the basis of eligibilit
certificate issued by the DIC, wherein the
by-products are shown as finished
products along with refined oil.

11

Sambalpur
-l

1998-99/
July 1999

RCC spun
pipesi2

75.70

9.99

The industry, a SSI unit, star
production (March 1991) of RCC spun
pipes with installed capacity of 12000
MT. It undertook expansion (March 1998)
with additional installed capacity of
12000 MT. Exemption was allowed even
though there was no increase |i
production  after  expansion. DIC
irregularly issued eligibility certificat¢
showing 24,000 MT treating the origingl
installed capacity as "nil".

12

Sambalpur
-l

1996-97/
January 1998

Re-treaded
TyresA2

50.95

7.61*

The industry was set up under IPR 1986
with installed capacity for re-treading pf
14,000 nos. of tyres and started
production in June 1988. It went for
expansion raising its capacity to 23,400
Nos. of tyres and started production |in
November 1995. During 1996-97, the upit
produced 6,069 tyres and sold 6,035 tyres.
Since there was no increase in production
over and above the existing installed
capacity, exemption allowed was not
admissible.

13

Bhadrak

1995-96 to
1998-99/

March 1998
and March
2000

Repair of
transformer
(works
contract)4/8

55.88

4.67

Amount received towards repair | of
transformers was treated as sale | of
finished products of the SSI unit apd
irregularly exempted from tax instead |of
taxing at the rate applicable to works
contract as the work involved was a works
contract.

Total

745.44

On this being pointed out in audit (between Maré89 and February 2001),
the Commissioner of Commercial Taxes, Orissa inémtras follows:

Including unintended benefit (Rs.0.93 lakh) on pase of raw-materials.
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(i) in cases at Sl. Nos. 1,3,5,6,7,8,10 and 13,ael®s of Rs.195.80 lakh,
Rs.90.31 lakh (for the year 1995-96 to 1997-98),6R83 lakh,
Rs.34.18 lakh, Rs.33.75 lakh, Rs.23.90 lakh, R43llakh and Rs.4.65
lakh respectively were raised;

(i)  the case at Sl. No. 11 was re-opened for eegsment;

(i) in case at Sl. No. 9, the deferment of talowkd was cancelled and
Rs.0.08 lakh had been realised;

(iv)  in case at Sl. No. 4, it was decided (Septan#@®1) to initiate suo
motu proceedings for revision of the orders;

(v) in case at Sl. No. 2, the case was re-openedefassessment. It was
further stated (September 2001) that re-assesspreneedings had
been stayed by the High Court of Orissa; and

(vi) in case at Sl. No. 12, extra demand of Rs.1akh was raised (July
2000). The dealer preferred appeal before the Bigirt of Orissa and
the Court issued orders not to take coercive agpiorsuant to the
assessment order.

Government instructed (August 2001) the CCT, Origsacomplete the
pending assessments by end of October 2001 aadtdceikpeditious steps for
collection as it would result in realisation of stantial revenue.

\ 2.4 Escapement of taxable turnover \

€)) Under the Orissa Sales Tax Act, 1947, 'saleinmeany transfer of
property in goods for cash or deferred payment dhero valuable
consideration. Machinery and equipment are taxabtbe rate of 1@er cent
under the Act.

During the course of audit of Bhubaneswar-1l cijclié was noticed
(June 2000) that the Orissa State Electricity Bdaoiv GRID Corporation of
Orissa) who was registered as a dealer engagée isale of electrical energy
was assessed (January 1999) as 'nil’ for the amsessyear 1995-96 as no
taxable turnover was disclosed in the returns. ds8een from the annual
accounts that the dealer sold electrical machimeny equipment for Rs.25
crore which was neither disclosed in the returnshaa the assessing officer
detected it at the time of assessment (January)199$ resulted in under-
assessment of tax of Rs.4.40 crore including sugehaf Rs.40 lakh.

On this being pointed out in audit (June 2000) tBemmissioner of
Commercial Taxes, Orissa, informed (June 2001) teahand of Rs.4.42
crore had been raised.

(b) Under the Orissa Sale Tax Act, 1947, ‘saleludes transfer of the
right to use any goods for any purpose (whetherobrfor a specified period)
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for cash, deferred payment or other valuable cenattbn. The Commissioner
of Commercial Taxes, Orissa clarified (July 198Batthire charges (lease
rentals) is taxable at the same rate of tax agpkct the goods involved.

During the course of audit of Bhubaneswar-Il ciratewas noticed (June
2000) that a registered dealer did not discloséisnreturns a turnover of
Rs.343.80 lakh representing lease rentals of machireceived during 1995-
96 from another registered dealer. This led to leog-of tax of Rs.60.51 lakh
including surcharge of Rs.5.50 lakh.

On this being pointed out in audit (June 2000), @&T, Orissa stated
(September 2001) that extra demand of Rs.65.51vadraised (July 2001).

Government issued (August 2001) instructions toQRA to take expeditious
steps for realisation of the revenue in above cases

2.5 Short levy of tax due to allowance of incorreaieduction

Under the Orissa Sales Tax Act, 1947, ‘taxableauen in respect of ‘works
contract’ shall be deemed to be the gross valueived or receivable by a
dealer for carrying out such contract, less the warof labour charges and
service charges incurred for execution of the @mtrUnder the Act, taxable
turnover of works contract is exigible to tax ae trate of 8per cent. The
Supreme Court in the case of M/s Gannon DunkerleC& vrs. State of
Rajasthan (1993) 88 STC-204 held that goods inebimesxecution of works
contract when incorporated in the works contraatld¢de classified into a
separate category for the purpose of imposing tax.

During the course of audit of Kalahandi circlewis noticed (October 2000)
that while finalising (October 1999) the assessnoérmt contractor engaged in
construction works for the year 1998-99, deductidnRs.10.19 crore was

allowed towards cost of cement used in the exeswfavorks contract on the

ground that such goods had suffered tax under thge ®arlier which was

incorrect as the entire turnover after excludingplar and service charges is
taxable. This resulted in short levy of tax of Rs/ lakh including surcharge
of Rs.12.23 lakh.

On this being pointed out in audit (October 20@0¢ assessing officer stated
that necessary steps would be taken after crosicaéon of the facts and
figures. Further reply was awaited (October 2001).

Government stated (July 2001) that such levy woedd to double taxation.
The reply is not acceptable as the OST Act doeprmtide for any deduction
other than for labour charges and service charges.
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2.6 Under-assessment of tax due to allowance of drissible
deduction

Under the Orissa Sales Tax Act, 1947, “taxabledwen’ in respect of works
contract shall be the gross value received or vabé by a dealer for carrying
out such contract less the amount of labour chaayes service charges
incurred for the execution of the contract. The Aoes not provide for any
other deduction in respect of works contract. Tdeeable turnover of works
contract is exigible to tax at the rate gbe8 cent.

During the course of audit of Jagatsinghpur ciridlewas noticed (March
2001) that the assessing officer while completisgeasment of a registered
construction contractor (January 1999 and NoverhB88) for the year 1997-
98 and 1998-99 allowed deduction of Rs.742.95 Faéim the gross turnover
towards sales tax collected to arrive at the taxahbrnover. Since such
deduction is not admissible, this resulted in uramlsessment of tax of
Rs.67.91 lakh including surcharge of Rs.8.47 lakh.

On this being pointed out in audit (March 2001k tBCT stated (September
2001) that extra demand of Rs.68.35 lakh was rai$eshich Rs.20.33 lakh
had been realised.

Government issued (August 2001) instructions toQRA to take expeditious
steps for realisation of the revenue.

2.7 Under-assessment of purchase tax

Under the Orissa Sales Tax Act, 1947, certain gbade been specified to be
taxed on the turnover of purchases. Turnover ofchmmses means the
aggregate of the amounts of purchase prices paldbaypable by a dealer in
respect of the purchase or supply of goods so fp@cilamarind produced
and purchased within the State is taxable at tteeafa8per cent.

During the course of audit of Koraput-ll circle, YR@ada, it was noticed
(March 2000) that the assessing officer, while cletipg the assessments
(between June 1998 and September 1999) of twoteegik dealers for the
year 1995-96 to 1997-98, determined purchase temofitamarind produced
and purchased inside the State after taking intm@att the royalty paid to
Government. The dealers were required to pay mimmtocurement price of
Rs.716.67 lakh to the primary collectors in additito royalty paid to
Government which was not taken into account in rd@teation of the
purchase turnover. This led to under-assessmeptmchase tax of Rs.63.43
lakh including surcharge of Rs.6.10 lakh.

On this being pointed out (March 2000), the CCT,is€x stated
(September 2001) that in one case extra demandsd.08 lakh had been
raised (July 2001) and re-assessment of the o#fserwas pending.
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Government instructed (August 2001) the CCT Orissaomplete the re-
assessment by end of October 2001 and to take iigpsdsteps for collection
of the revenue.

2.8 Sales escaping assessment for want of survey

Under the Orissa Sales Tax Act, 1947, a dealer nvaoufactures any goods
shall be liable to pay tax on sales with effecinfrthe month immediately

following a period not exceeding twelve months dgriwhich his gross

turnover exceeds Rupees one lakh. According tadthesa Commercial Tax

Manual, the Inspectors of Sales Tax are requiresltaey business localities
to detect persons who are liable to pay tax buehet been brought into the
tax net. Bricks are taxable at the rate op&2cent.

During the course of audit of Cuttack-Il circle flween January 2001 and
March 2001), cross verification of the recordshd tircle office with that of
the Revenue department revealed (March 2001) tindy €ight dealers were
engaged in the manufacture and sale of kiln burik® during the years
1995-96 to 1999-2000 after obtaining permits onnpayt of royalty. Though
their sale exceeded the non-taxable limit, theyapsd their tax liability as
they had neither got themselves registered nortiradiepartment conducted
any market survey to bring them into the tax née €scaped taxable turnover
is estimated at Rs.412.89 lakh on 333.52 lakh brfock which permits were
issued. This led to non-levy of tax of at leasdR%5 lakh.

On this being pointed out in audit (March 2001 #ssessing officer initiated
proceedings (March 2001) for assessment of theeoeal

Government instructed (August 2001) the CCT Orissacomplete the
assessments by end of October 2001 and to takelitrpe steps to collect
the revenue involved in the assessments.

2.9 Loss of revenue due to irregular specificationf goods in the
registration certificates

Under the Orissa Sales Tax Act, 1947, sale of g@ddbe class or classes
specified in the certificate of registration of thegistered dealer purchasing
the goods as being intended for use by him in tAeufacture or processing of
goods for sale are taxable at a concessional fadeper cent subject to the
production of declaration in the prescribed fornrheTCCT had clarified
(March 1999) that "aqua culture" is not a manufastuprocess.

During the course of audit of Balasore circle, @asamnoticed (between May
2000 and July 2000) that the assessing officersevdumpleting assessments
(between July 1999 and February 2000) of six reggst dealers for the year
1998-99 allowed concessional rate of tax on salgaufds viz: prawn feed,

pump sets, minerals and chemicals, etc. worth Rs3B71akh made to aqua

31



Audit Report (Revenue Receipts) for the year ended 31 March 2001

culture units on the strength of prescribed detitama that the goods sold
were specified in their certificates of registratimr use in acqua culture. As
aqua culture does not involve manufacture or pingsof goods, its

specification in the registration certificates dirap purchase of goods at the
concessional rate was irregular. This resulted ass| of revenue of

Rs.15.88 lakh including surcharge of Rs.1.95 lakh.

On this being pointed out in audit (March 2001k tlegistering authorities

agreed to delete the entries from the certificafe®gistration and stated that
realisation of tax from the purchasing dealers Wdut examined. The CCT
Orissa stated (July 2001) that matter regardingtael of entries from the

certificates of registration was under examination.

While forwarding (August 2001) the comments of C@®,specific comment
was offered by the Government in the matter.

2.10 Short levy of tax due to application of incorect rate

Under the Orissa Sales Tax Act, 1947, ‘works cattiater alia includes any
agreement for carrying out for cash or deferrednpayt or other valuable
consideration, any improvement, modification, repaicommissioning of any
movable or immovable property. The taxable turnowkrsuch contract is
exigible to tax at 8er cent under the Act. The Act, however, provides a
concessional rate ofpgkr cent for sale of any goods by a dealer as specified in
the Registration Certificate (RC) of the purchastiegler as being intended
for use by him in the generation or distributioretéctricity or any other form

of power subject to production of a declarationpmescribed form by the
purchasing dealer.

In course of audit of two commercial tax circlesu®alpur- and Dhenkanal),
it was noticed (November 1999 and June 2000) thievassessing (between
January 1999 and September 1999) two registerederde@ngaged in
manufacture and repair of electrical transformersthe years 1997-98 and
1998-99, the assessing officers applied the coimessrate of 4per cent on
taxable turnover of Rs.248.69 lakh received by thmmaccount of repair
charges of electrical transformers on the strepfjttheclaration forms instead
of at the correct rate of ger cent. This led to short levy of tax of Rs.11.26
lakh including surcharge of Rs.1.31 lakh.

On this being pointed out in audit (November 1988 dune 2000), the CCT
Orissa stated (September 2001) that in one casardeof Rs.2.83 lakh was
raised (July 2001) and re-assessment of the o#tser was pending.

Government instructed the CCT (August 2001) to detepthe assessments
by October 2001 and to take expeditious steps dtleation of the revenue
involved in the assessments.
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2.11 Short levy of tax due to under-assessment @ixiable turnover

Under the Orissa Sales Tax Act, 1947, every regdtelealer is required to
keep a true account of the value of goods bougthtsatd by him and maintain

an annual stock of goods depicting their opening elesing stocks. If the

assessing officer while finalising the assessmet¢als any concealment of
purchases or sales, he shall reject the books ajuats of the dealer and
complete the assessment to the best of his judgemen

During the course of audit of Bhadrak circle, itsaeoticed (December 2000)
that a registered dealer carrying on business imdegr, air-cooler, electrical
appliances, moulded luggage, plastic furniture, ptechased taxable goods
valued at Rs.55.76 lakh on the strength of destardorms and goods valued
at Rs.0.57 lakh from outside the State on waymdilisng 1995-96 to 1998-99.
However during the said period, he disclosed séleaxable goods only of
Rs.16.35 lakh thereby suppressing sale of taxaimegyestimated at Rs.45.61
lakh after including profit margin of 1fer cent on purchase cost. This led to
short levy of tax of Rs.6.02 lakh including surafarof Rs.0.55 lakh. In
addition, the dealer also suppressed taxable ssik@®ated at Rs.9.37 lakh
during 1993-94 and 1994-95 involving a tax effetRs.1.24 lakh which is a
loss to Government as the assessment for the said yere already barred
by limitation of time.

On this being pointed out in audit (December 20@B% assessing officer
raised extra demand of Rs.6.29 lakh (August 2004 )tHe year 1995-96 to
1998-99. No reply has been furnished in respe&®88-94 and 1994-95.

Government issued (August 2001) general instructmrthe CCT to take
expeditious steps for realisation of the revenue.

2.12 Short levy of tax due to allowance of inadmigde concession

Under the Orissa Sales Tax Act, 1947, sale of gaddbe class or classes
specified in the certificate of registration of thegistered dealer purchasing
the goods as being intended for use by him in nantufe or processing or
packing of goods for sale is taxable at a concaasi@te of 4oer cent subject
to production of a declaration in the prescribednf~¢v. Cement being an
unspecified item is taxable at the rate ofpg2cent under the Act.

During the course of audit of Cuttack-l (Centralcke, it was noticed (May
2000) that the assessing officer while completisgeasment (March 2000) of
a registered dealer for the year 1998-99 allowettessional rate of tax of
4 per cent on sale of cement worth Rs.67.98 lakh made taystered works
contractor. As construction work is neither mantifiee nor processing of
goods for sale, allowance of the concessionalwat® irregular. This resulted
in short levy of tax of Rs.6.25 lakh including suaege of Rs.0.82 lakh.
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Government while accepting the factual positiony(R2001) stated that the
concerned assessing officer had been directeckéodetion for collection of
tax. Further reply was awaited (October 2001).

2.13 Incorrect treatment of supply contract as work contract

Under the Orissa Sales Tax Act, 1947, taxable ttenan respect of works
contract shall be deemed to be the gross valuevest®r receivable by a
dealer for carrying out such contract less the amad labour and service
charges incurred and the turnover is taxable atrdtes of 8per cent. It was
judicially held® that contract for supply of stone ballast to Raif® is a
transaction of sale and not that of work and labblard stone ballast being an
unspecified item under the Act is taxable at tlie cd 12per cent.

During the course of audit of Keonjhar circle, eswoticed (May 2000) that a
dealer received payment of Rs.34.93 lakh from théwRys during 1996-97
towards supply and stacking of hand broken hardestmllast. The assessing
officer while completing assessment (December 12888wed deduction of
Rs.17.18 lakh towards security deposit and labaowt service charges and
taxed the balance amount of Rs.17.75 lakh at tleeafa8 per cent applicable

to works contract instead of taxing the whole anmdi®s.34.93 lakh) at the
appropriate rate of 1@r cent. This irregular assessment resulted in short levy
of Rs.3.05 lakh including surcharge of Rs.0.28 lakh

On this being pointed out in audit (May 2000), tB€T Orissa stated
(September 2001) that extra demand of Rs.3.05Wadraised on completion
of re-assessment.

Government instructed (August 2001) the CCT to tekpeditious steps for
realisation of the revenue.

16 Anamolu Seshagiri Rao and Company Vrs. The Stafendhra Pradesh and another [1980]-45-STC-388
(A.P).
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[ CHAPTER-3 : TAXES ON MOTOR VEHICLES |

\ 3.1 Results of Audit \

Test check of records relating to assessment,atmieand refunds of motor
vehicles tax in the office of the State Transpouthirity, Orissa, and the
Regional Transport Offices conducted during 200012Gevealed under-
assessment of tax and loss of revenue amountiRs.@b6.58 crore in 14,735
cases which may broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 | Short-realisation/short-levy of motpr 579 0.64
vehicles tax/additional tax and penalty
2 | Non-levy/non-realisation of motor vehicles 8900 23.19
tax/additional tax and penalty
3 | Non/short realisation of compounding, 1703 0.05
permit, Reservation and Driving licence fees
etc.
4 | Non/short realisation of composite tax and3241 1.01
penalty
5 | Non/short realisation of Trade Certificate 110 0.02
tax/fees
6 | Other irregularities 202 0.67
Total 14735 25.58

During the course of the year 2000-2001, the depart accepted under-
assessment etc. of tax and penalty amounting ®.22scrore in 1,511 cases
which had been pointed out in audit in earlier ge@f these, the department
had recovered Rs.55.53 lakh in 608 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.23.70 crore are mentioned in the following peaphs.
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3.2 Non/short realisation of motor vehicles tax an@édditional tax
in respect of stage carriages

Under the Orissa Motor Vehicles Taxation (OMVT) A&B75, monthly tax
payable in respect of a stage carriage is detedranghe basis of the number
of passengers (including standees) which the welscpermitted to carry and
the total distance permitted to be covered in a aRayer the permit. In the
event of non-payment of tax within the specifiedip#, the vehicle owner
shall be liable to pay penalty at the rate of p&0cent of the tax due when the
delay is more than two months.

A test check of records (between July 2000 and1/A001) in 15 regions
revealed non/short realisation of motor vehiclegadditional tax amounting
to Rs.50.83 lakh in respect of 385 vehicles forgkeod between April 1997
and March 2000 due to non-compliance of the abowgigions. In addition,
penalty of Rs.101.66 lakh was also leviable.

On this being pointed out in audit (between Jul§@and April 2001), all the
taxing officers concerned agreed (between July 20@DApril 2001) to issue
demand notices for realisation of dues. The Tramispommissioner, State
Transport Authority (STA), Orissa, stated (Septen@)1) that in one case,
tax of Rs.0.20 lakh and penalty of Rs.0.40 lakhl¥een realised.

The above matter was referred to the Governmenf oday 2001. No
response was received from them. The material vemwafded to the
Secretary on 14 May 2001 followed up with a reminde 26 June 2001.
However, inspite of such efforts, no reply was reeg from the Government
(October 2001).

3.3 Non-realisation of motor vehicles tax in respémf contract
carriages

Under the OMVT Act, 1975 and rules made thereuna@tor vehicles tax in
respect of contract carriages is to be realisepeaghe rates specified in the
Act on the basis of number of passengers permitidok carried as per the
permit.

During the course of audit of 15 regidfsit was revealed (between July 2000
and April 2001) that motor vehicles tax and addiibtax in respect of 742
contract carriages were not realised for variousods (between April 1997
and March 2000) even though these contract cagiagee issued with valid
route (5 years) permits and were not covered byaztl undertakings. Due to
non-observance of the prescribed procedure andidgmaon the part of the

17 Balasore, Bargarh, Bhubaneswar, Bolangir, Chandik@uttack, Dhenkanal, Ganjam, Kalahandi,
Keonjhar, Koraput, Mayurbhanj, Phulbani, Puri andifRela.
18 Balasore, Baragarh, Bhubaneswar, Bolangir, ChandikBeiftack, Dhenkanal, Ganjam, Keonjhar,

Koraput, Mayurbhanj, Phulbani, Puri, Rayagada ancikda
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taxing officers, tax and additional tax amountingRs.40.14 lakh remained
unrealised. Besides, penalty amounting to Rs.8@l&Ywas also leviable.

On this being pointed out in audit (between Julp@@nd April 2001), the
taxing officers concerned agreed (between July 2800 April 2001) to
realise the dues by issue of demand notices.

The above matter was referred to the Governmentl diay 2001. The
material was forwarded to the Secretary on 11 Ma@g12followed up with a
reminder on 25 June 2001. However, inspite of sefébrts, only an interim
reply was received from the STA (September 2001).

3.4 Non/short realisation of motor vehicles tax inrespect of
vehicles violating off-road declarations/plying unathorisedly

Under the OMVT Act, 1975, any motor vehicle covelsdan undertaking of
temporary discontinuance of use during the peribabfbroad declaration,
detected plying on the road or not found at thdaded place shall be deemed
to have been used throughout such period and theroof the vehicle shall be
liable to pay tax for the said period. Furtheraify stage carriage is detected
plying without a valid permit, the tax payable  lbe determined at the
highest rate of tax as per the taxation schedule.

During the course of audit of 15 regions, it wasicesl (between July 2000
and April 2001) that there was non/short levy otonwehicles tax amounting
to Rs.33.36 lakh in 168 cases during the periodlA®97 to March 2000. In

addition, penalty of Rs.66.69 lakh was also leveads per details given below:

(Rupees in lakh)

SI. | Number No. Non- Short Total Penalty Nature of irregularities
No of of levy levy of leviable
Regions | vehicles| of tax tax

1 gt 36 9.01 0.74 9.75 19.50, Motor vehicles not found at the
place of declaration/found plying.

2 18 132 7.69 15.92 23.61 47.19 Stage carriages plying withouyt
valid route permit.

Total 168 16.70 16.66 33.36 66.69

On this being pointed out in audit (between Julp®&nd April 2001), all the
taxing officers concerned agreed (between July 2800 April 2001) to
realise the dues.

The above matter was referred to the Governmen® diay 2001. The
material was forwarded to the Secretary on 14 Ma@g12followed up with a
reminder on 27 June 2001. However, inspite of wfédrts, only an interim
reply was received from the STA (September 2001).

A Bargarh, Bolangir, Chandikhol, Dhenkanal and Rourkel
B Balasore, Bargarh, Bhubaneswar, Bolangir, Chandiki@ittack, Dhenkanal, Ganjam, Kalahandi,

Keonjhar, KoraputMayurbhanj,Phulbani,Puri and Rourkela
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3.5 Non-realisation of taxes

Under the OMVT Act, 1975, tax due on motor vehic®uld be paid in

advance within the prescribed period at the rapexied in the taxation

schedule unless exemption from payment of suclstakowed for the period

for which necessary undertaking of temporary disocoance of use of the
vehicle is to be delivered by the owner of the gkhto the taxing officer on

or before the expiry of the terms for which tax Hamen paid. Further,
according to the instructions issued (February }196¢ the Transport

Commissioner, Orissa, demand notices for realisadfounpaid taxes should
be issued within 30 days from the date of expiryhef grace period (15 days)
for payment of tax.

A test check of daily collection register and régigon certificate of vehicles
of 16 region&’ (between July 2000 to April 2001) revealed thatitarespect

of 6,281 vehicles was not paid during April 199™March 2000 and in respect
of another 315 vehicles, tax was not paid for w#aing periods falling

between April 1997 and March 2000 though these ckehiwere neither
covered by off-road declarations nor had they iated the deposit of tax in
any other region. Due to non-observance of thecpitesd procedure and
inaction on the part of the taxing officers, taxamting to Rs.6.17 crore
remained unrealised. In addition, penalty amountmdRs.12.34 crore was
also leviable.

On this being pointed out in audit (between Jul§@and April 2001), all the
taxing officers concerned agreed (between July 26@DApril 2001) to issue
demand notices for realisation of dues. The Tramgpommissioner, Orissa,
stated (September 2001) that in 3 cases, tax & Rslakh and penalty of
Rs.0.28 lakh has been realised.

The above matter was referred to the GovernmenfDbrMay 2001. No
response was received from them. The material vemwafded to the
Secretary on 14 May 2001 followed up with a reminda 26 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

3.6  Short realisation of composite tax under Natioal Permit
Scheme

As per Government of Orissa notification (Februa®®9), composite tax in
respect of goods carriages belonging to other Statgon Territories plying

in Orissa under the National Permit Scheme shalpdgble at the rate of
Rs.5000 per annum per vehicle in advance in orialiment.

Mention was made in para 3.9 of the Comptroller &udlitor General of
India's Report (Revenue Receipts) for the year @rdarch 2000 about the

20 Balasore, Baragarh, Bhubaneswar, Bolangir, Ckhotli Cuttack, Dhenkanal, Ganjam, Kalahandi,
Keonjhar, Koraput, Mayurbhanj, Phulbani, Puri, Rgg@a and Rourkela.
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short-realisation of composite tax of Rs.48.40 laklaring 1998-99.

Government had asked the Transport Commissioneate STransport

Authorities (STA), Orissa, on 26 May 2001 to fumisompliance. A further

test check of records in the office of the STA @Gaisrevealed (August 2000)
that composite tax in respect of another 2,338 gamairiages belonging to
other States authorised to ply in Orissa during9i2@00 under National
Permit Scheme was short realised as the vehiclestqye had paid composite
tax at incorrect rates or paid for part of the yeHnis resulted in short
realisation of composite tax of Rs.53.85 lakh.

On this being pointed out in audit (August 2000Je t Transport
Commissioner, Orissa, stated (September 2000gttietn would be taken for
realisation of the dues.

The above matter was referred to the Governmer&7oDecember 2000. No
response was received from them. The material vemwafded to the
Secretary on 23 January 2001 followed up with aimder on 23 May 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

3.7 Non/short realisation of motor vehicles tax/aditional tax on
stage carriages under reciprocal agreement

Where in pursuance of any agreement between ther@aent of Orissa and
the Government of any other State, a stage cargdige on a route partly
within the State of Orissa and partly within anotlistate under reciprocal
agreement, such stage carriage is liable to pagddkional tax calculated on
the total distance covered by it on such routdénState of Orissa at the rates
and in the manner specified under the OMVT Act, 8.%hd rules made
thereunder.

During the course of audit of STA, Orissa and 7iges”, it was noticed

(between July 2000 and April 2001) that tax/addiilotax amounting to
Rs.11.67 lakh for the period from March 1997 to 82000 in respect of 55
stage carriages was not realised/short-realisathéiy a penalty amounting to
Rs.23.34 lakh was also leviable.

On this being pointed out in audit (between Julp@@nd April 2001), the
Transport Commissioner, Orissa, and all taxingceff concerned agreed
(between July 2000 and April 2001) to realise thesdby issue of demand
notices.

The above matter was referred to the Governmen®rApril 2001. An
interim response was received from the STA (Sepg&er@b01). The material
was forwarded to the Secretary on 4 May 2001 fadidwp with a reminder

21 Baragarh, Bolangir, Cuttack, Ganjam, Keonjharagat and Mayurbhan;.
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on 18 June 2001. However, inspite of such effordsteply was received from
the Government (October 2001).

3.8 Short realisation of tax due to incorrect deteamination of
distance

In exercise of the powers conferred under subediof section 88 of the
Motor Vehicles Act, 1988, the States of Orissa amdlhra Pradesh entered
into a supplementary reciprocal transport agreemantFebruary 1982

exempting stage carriages from payment of motoiclet taxes plying on

enclave routes not exceeding 16 kms. This provigias, however, deleted in
September 1991 through a supplementary agreement.

During the course of audit of State Transport AutlipOrissa, it was noticed

(between June 2000 and January 2001) that motoclgshax/additional tax

in respect of 26 stage carriages for the periodl A®95 to March 2000 was

realised at a lower rate as a result of excludireg distances of the enclave
routes. This resulted in short realisation of @xhe extent of Rs.5.98 lakh.

On this being pointed out in audit (between Jun@02énd January 2001), the
Transport Commissioner, Orissa, stated that instng had been issued to the
concerned Regional Transport Officers to realisesdinom August 2000 at

the time of issue of permit for enclave routes #rat action would be taken

separately for the previous dues.

The above matter was referred to the Governmenb dvarch 2001. No
response was received from them. The material veawafded to the
Secretary on 20 March 2001 followed up with a retemon 23 May 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

3.9 Short realisation of tax in respect of stage caages used as
contract carriages

Under the OMVT Act, 1975, as amended from timeitoef when a motor

vehicle in respect of which tax for any period bagn paid as per registration
is proposed to be used in a manner for which higier of tax is payable, the
owner of the vehicle is liable to pay the diffetahtax. In determining such

differential tax, any broken period in a month éskie considered as a full
month.

During the course of audit of 15 regiéhst was revealed (between July 2000
and April 2001) that 121 stage carriages were gechifor different periods
(between April 1997 and March 2000) to ply tempityaas contract carriages

22 Balasore, Bhubaneswar, Bolangir, Chandikhol, Cuttdkenkanal, Ganjam, Kalahandi, Keonjhar,

Koraput, Mayurbhanj, Phulbani, Puri, Rayagada ancikda
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for which higher rate of tax was leviable but netied. This resulted in short
realisation of tax amounting to Rs.3.23 lakh. Ididdn, penalty amounting to
Rs.6.46 lakh was also leviable.

On this being pointed out in audit (between Jul9®&nd April 2001), all the
taxing officers concerned agreed (between July 2800 April 2001) to

realise the dues after issue of demand notices.Tfaesport Commissioner,
Orissa, stated (September 2001) that in one caseftd&rs.0.02 lakh and
penalty of Rs.0.03 lakh has been realised.

The above matter was referred to the Governmenf oday 2001. No
response was received from them. The material veawafded to the
Secretary on 11 May 2001 followed up with a reminda 25 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

3.10 Non/short levy of penalty for belated paymentof motor
vehicles tax/additional tax

Under the OMVT Act, 1975, and rules made thereungdenalty shall be
leviable if a vehicle owner has not paid tax/aadisl tax in respect of motor
vehicles within the specified period. In case dagethe vehicle owner shall
be liable to pay penalty ranging from 2#&r cent to 200 per cent of the
tax/additional tax due depending upon the periodebdy.

During the course of audit of 15 regions (betweameJ2000 and April 2001),
it was noticed that there was non/short levy ofgignduring April 1997 to
March 2000 amounting to Rs.25.99 lakh in 407 caseger details given
below:

(Rupees in lakh)

Sl. No. | Number of regions Number of Amount of penalty
vehicles Not levied | Short levied Total
1 15* 262 15.85 - 15.85
2 13 141 -- 10.14 10.14
Total 403 15.85 10.14 25.99

On this being pointed out in audit (between Jur@02&nd April 2001), all the
taxing officers concerned agreed (between June 20@D April 2001) to

realise the dues. The Transport Commissioner, &ristated (September
2001) that in 7 cases, penalty of Rs.0.90 lakHoeas realised.

The above matter was referred to the Governmenf dvarch 2001. No
response was received from them. The material veawafded to the

A Balasore, Bargarh, Bhubaneswar, Bolangir, Chandiki@iftack, Dhenkanal, Ganjam, Kalahandi,
Keonjhar, Koraput, Mayurbhanj, Phulbani, Puri andifRela.

B Balasore, Bhubaneswar, Bolangir, Chandikhol, Cuftabkenkanal, Ganjam, Keonjhar, Koraput,
Mayurbhanj, Phulbani, Puri and Rourkela.
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Secretary on 11 May 2001 followed up with a reminde 25 June 2001.
However, inspite of such efforts, no reply was reeg from the Government
(October 2001).

3.11 Non/short realisation of composite tax in regxt of goods
vehicles under reciprocal agreement

Under the provisions of the Orissa Motor Vehiclexdtion Act, 1975, where
a goods vehicle enters the State of Orissa underst®f any agreement
between the Government of Orissa and Governmeanyfother State, it is
liable to pay additional tax for each entry inte tBtate at the prescribed rate.
However, in respect of goods vehicles belongingthe State of Andhra
Pradesh authorised to ply in Orissa under recipraogreement, the
Government decided (August 1986) to levy Rs.150tuaty on each vehicle
as composite tax in lieu of tax payable for eactryewith effect from July
1986. The tax was to be paid in advance in lump eamor before 18 April
every year by crossed bank drafts to the Statespanh Authority, Andhra
Pradesh, for onward transmission to STA, Orissaake of delay in payment,
penalty of Rs.100 for each calendar month or peentetof is leviable.

During the course of audit of STA, Orissa, it wasiced (July 2000) that out
of 900 goods vehicles belonging to the State oftkadPradesh authorised to
ply in Orissa during 1999-2000, composite tax ispert of 258 goods
vehicles amounting to Rs.3.87 lakh was not realisedaddition, penalty of

Rs.3.10 lakh (calculated up to March 2000) was &s@ble but not levied

although the dues amounting to Rs.13.26 lakh ipeesof Orissa vehicles
plying in Andhra Pradesh in the corresponding gkhas been paid in toto.

On this being pointed out in audit (July 2000), #fransport Commissioner,
Orissa, stated (September 2000) that STA, Andhsalddh has been moved
(September 2000) to realise the dues.

The above matter was referred to the Governmer®®danuary 2001. No
response was received from them. The material veawafded to the
Secretary on 25 January 2001 followed up with aimder on 23 May 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

3.12 Short realisation of motor vehicles tax and atitional tax due
to application of incorrect rates

The OMVT Act, 1975, as amended prescribes differates of motor vehicle
tax and additional tax in respect of goods carsage the basis of the
registered laden weight (RLW) of the vehicles.
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During the course of audit (between June 2000 guil 2001) of 9 regiorfs,

it was noticed that motor vehicles tax/additioret in respect of 41 goods
carriages for the period from April 1997 to MarcB0R were not realised
according to the rates specified in the Act whiesutted in short realisation of
tax/additional tax amounting to Rs.1.12 lakh. Idiéidn, penalty amounting
to Rs.2.24 lakh was also leviable.

On this being pointed out in audit (between Jun@02énd April 2001) all the
taxing officers concerned agreed (between July 20@DApril 2001) to issue
demand notices for realisation of the dues.

The above matter was referred to the Governmend0brMay 2001. No
response was received from them. The material veawafded to the
Secretary on 11 May 2001 followed up with a reminda 25 June 2001.
However, inspite of such efforts, no reply was reeg from the Government
(October 2001).

3.13 Short realisation of motor vehicles tax due tomis-
classification

Under the provisions of the Orissa Motor Vehiclex&tion Act, 1975, read
with Motor Vehicles Act, 1988, a private servicehigde means a motor
vehicle carrying more than six persons excludingedrand used by or on
behalf of the owner for the purpose of carryingspes in connection with his
trade or business otherwise than for hire or rewan@ tax for such vehicle is
realisable as per rates prescribed in the Act.

During the course of audit of 2 regions (Puri ansliRela), it was noticed
(between August 2000 and February 2001) that 3sbasged by companies
for use in their trade or business were payingataa rate lower than the rate
prescribed. This resulted in short realisationasf amounting to Rs.1.04 lakh
for the period from June 1993 to March 2000. Initoll, penalty of Rs.2.07
lakh was also leviable.

On this being pointed out in audit (between Aud@20 and February 2001),
the taxing officers concerned agreed to realiselties.

The above matter was referred to the Governmenf dday 2001. No
response was received from them. The material vemwafded to the
Secretary on 11 May 2001 followed up with a reminde 25 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

23 Balasore, Bolangir, Dhenkanal, Ganjam, Kalahandgrifear, Koraput, Puri and Rourkela.
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\ 3.14 Non-realisation of tax/fees on trade certifida

Under the OMVT Act, 1975, read with the Central bloVehicles Rules
1989, manufacturers or dealers in motor vehicles@guired to obtain a trade
certificate from the registering authority withinhese area they have their
place of business by paying the requisite tax/B@ewially in advance. Under
the Motor Vehicles Act, 1988, a dealer includeseaspn who is engaged in
the manufacture of motor vehicles or in buildinglies for attachment to the
chassis or in the business of hypothecation, lgasirhire purchase of motor
vehicles.

During the course of audit of 3 regidfisit was noticed (between July 2000
and February 2001) that trade certificate tax (R8.0akh) and fees (Rs.0.78
lakh) were not collected during the period betwdgmil 1999 and March
2000 from 83 motor vehicle dealers resulting in -nealisation of revenue
amounting to Rs.1.56 lakh.

On this being pointed out in audit (between Jul§@@nd February 2001), all
the taxing officers concerned agreed (between 20060 and February 2001)
to realise the dues. The Transport Commissionerjss@®r stated
(September 2001) that in one case, tax and feeRsdd.02 lakh has been
realised.

The above matter was referred to the GovernmenB8®rApril 2001. No

response was received from them. The material veawafded to the
Secretary on 4 May 2001 followed up with a reminder 18 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

24 Bhubaneswar, Cuttack and Rourkela.
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|

CHAPTER-4 : LAND REVENUE, STAMP DUTY AND

REGISTRATION FEES

|

(A)

LAND REVENUE

4.1

Results of Audit

Test check of records relating to assessment alhectton of Land Revenue

conducted during the year 2000-2001 revealed nsesament, under-

assessment and non-realisation of revenue amoutuirfgs.66.11 crore in
8,550 cases which may broadly be categorised s\l

(Rupees in crore)

Sl. Category No. of Amount
No. cases
1 | Non-collection of premium etc. from land 48 19.10
occupied by local bodies/private parties
2 | Non/short assessment and short collection 145 6.13
of water rates
3 | Non/short realisation of royalty on minot 3 0.02
minerals
4 | Non lease/irregular lease of sairat sourges 127 18 0
5 | Blockade of Government revenue due to 930 1.08
non-finalisation of Orissa Land Reform
cases
6 | Non-realisation of revenue due to delay|in7233 5.73
finalisation of Orissa Estate Abolition
cases
7 | Miscellaneous/other irregularities 63 0.11
8 | Review on "Alienation of Land by State 1 33.76
Government for Public Purposes”
Total 8550 66.11

During the course of the year 2000-2001, the depart accepted under-
assessment etc. of Rs.19.22 lakh in 51 cases wiaidhbeen pointed out by

audit in earlier years and had recovered the amaduatl.

A few illustrative cases highlighting important a@udbservations involving
Rs.44.33 lakh and findings of a review on "Aliepatiof Land by State

Government for Public Purposes"” involving Rs.33crére are mentioned in

the following paragraphs.
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4.2  ALIENATION OF LAND BY STATE GOVERNMENT FOR
PUBLIC PURPOSES

4.2.1 Introduction

The State Government provides land to its own Diepamts, Central

Government Departments, Government Undertakingdli®®WBodies and

Authorities for various public purposes. The land grovided may be
Government land or private land specifically acegdirunder the Land
Acquisition Act, 1894, and rules framed thereunaleramended from time to
time. Government land can be provided to any badgrganisation on lease
basis on payment of premium, annual ground rent eess at the rate
prescribed for various categories of lessees. e @d default, the occupier
shall be liable to pay interest at the rate of max cent up to 27 November
1992 and 1er cent thereafter till the date of payment of the dues.

4.2.2 Organisational set up

Revenue Department of the State Government foresllpslicies and issues
executive instructions on alienation of Governmdsntd. The Board of

Revenue, Orissa, executes the same with the assistaf 3 Revenue

Divisional Commissioners, 30 District Collectorsy1l Tahasildars. The
Tahasildars have been declared as alienation cffinaespect of alienation of
land and assessment and levy of premium, grourtgd gess and interest. The
Tahasils are divided into revenue circles heade@Réyenue Inspectors who
are responsible for collection of land revenueilage level and maintaining

initial records.

| 4.2.3 Scope of Audit

The records for the period from 1995-96 to 1999®¢ere test checked
(August 2000—March 2001) in the Revenue Departnigodyd of Revenue, 5
District CollectorateS and 43° out of 171 Tahasils on the basis of cases
involving value of more than Rupees one lakh tonere inter-alia whether
the system designed ensured proper administratioth eealisation of
government revenue pertaining to alienation of land

25 Angul, Dhenkanal, Jagatsinghpur, Jharsuguda andaBgarh.

26 Angul, Anandapur, Baripada, Balasore, Bhadrak, Bdtan®heden, Berhampur, Bhubaneswar,
Chandabali, Chatrapur, Cuttack, Dhamnagar, Dhenkddiahramagarha, Hindol, Jajpur, Jharsuguda,
Khurda, Kishorenagar, Kendrapara, Kuchinda, Kujak@aanjia, Koraput, Kamakhyanagar, Lakhanapur,
Niali, Nimapara, Panposh, Patnagarh, Puri, RourkBR&irangpur, Rajgangpur, Sundargarh, Sukinda,
Sonepur, Talcher, Tangi-Choudwar, Tirtol, Titilagarid Udala.
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4.2.4 Highlights

Premium, ground rent and cess to the extent of R$5143 crore due from
IDCO was not realised despite IDCO collecting an aount of Rs.14.35
crore on re-allotment of land. Besides, interest oRs.5.07 crore for non-
payment of dues was also leviable.

{Para 4.2.6 (a)}

Premium and other dues relating to other organisatins amounting to
Rs.1.44 crore including interest were not realised.

{Para 4.2.6 (b)}

Non-regularisation of Government land led to blockge of revenue of
Rs.9.45 crore.

{Para 4.2.7}

Ac 115.80 of Government land was sub-leased off lilge Paradeep Port
Trust in contravention of Government instructions. Further, dues on
account of sub-lease amounting to Rs.2.32 crore wast realised.

{Para 4.2.8}

4.2.5 Lack of System of Monitoring \

The department does not have any mechanism tactaft@intain or monitor
the overall position of alienation of Governmentdgoending for disposal. As
a result, pendency of alienation cases for theeSiata whole could not be
ascertained.

At the instance of audit, the department furnistiedposition of pendency of
lease as well as alienation cases in respect @ftfotl Collectorates covered
under the review for the period from 1995-96 to 22900 as follows:

Year Opening | No. of cases| Total No. of cases Closing Percentage of
Balance instituted disposed of | Balance as | cases disposed off
as on during the during the on 31" (Col. 5 to Col. 4)
April of year year March of
the Year the year
@) 2 3 4 (5) (6) )]
1995-1996 1937 277 2214 203 2011 9.16
1996-1997 2011 287 2298 244 2054 10.61
1997-1998 2054 383 2437 129 2308 5.29
1998-1999 2308 365 2673 218 2455 8.15
1999-2000 2455 244 2699 196 2503 7.26

It would be seen that the disposal of cases wagreaanging between 5.29

and 10.6Jper cent and had in fact declined from 10.6ér cent in 1996-97 to

27 Angul, Dhenkanal, Jagatsinghpur, Jharsuguda andBgarh.
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7.26per cent in 1999-2000. The pendency of cases has goneoap ¥1937 in

1995-96 to 2,503 during 1999-2000 which shows tlatemedial measures
are being taken to dispose of the cases. In thenabsof any system of
monitoring, the department failed to review the ipos or take remedial
action.

| 4.2.6 Non/short realisation of revenue |

(@) From Industrial I nfrastructure Development Corporation (IDCO)

Revenue Department Resolution N0.16281 dated 8 IMAR3 stipulates that
Government land may be leased out in favour of ICf@CJurther allotment to

industrial entrepreneurs. While IDCO was to pay teet and cess on the
demised land, the premium of the land was to bkseshby book adjustment
from loans sanctioned to IDCO by the Industry Dépant for the purpose. In
case of default, the interest at the rates presdréball be charged.

(1) It was observed that in 6 Tahagflsalienation of Government land
measuring Ac.2424.783 was demised in favour of IDBOthe respective
Collectors between the years 1991-92 and 1997-%Bowi payment of
premium amounting to Rs.14.70 crore as no actios taken by the Industry
Department for sanction of loans. In the meantithe, Corporation collected
Rs.14.35 crore from the industrial entreprenewgatds cost of land allotted
to them but had not paid the Government dues solfas resulted in non-
realisation of premium to the tune of Rs.14.70eror

On this being pointed out, the Industry Departnstated (August 2001) that
on receipt of information from the respective Coites, loan will be
sanctioned which is yet to be materialised. Thectsam of a separate loan to
IDCO to discharge the liabilities towards paymeriit ppemium was not
warranted as the cost of land on re-allotment wasady realised by IDCO
from the industrial entrepreneurs. Besides, inteagsunting to Rs.5.07 crore
was leviable due to non-payment of dues.

The retention of the proceeds of alienated lanth WXCO over the past four
years was not only unjustified but also deprivesl $itate exchequer of dues of
Rs.19.77 crore.

(i) Short realisation of ground rent and cess from IDCO

Revenue Department Resolution dated March 1983iges\vthat the annual
ground rent will be realised annually in advancenfrIDCO at the rate of

1 per cent of the area rate till the date of transfer/allotieire of the land in
favour of any intending entrepreneur and afterdiamallotment in favour of
any industrial entrepreneur at the rate ofp&f cent which was subsequently
(1997) revised to per cent. Ground rent and cess at the prescribed rateadue t

28 Baripada, Berhampur, Chatrapur, Jharsuguda, Kujardy&akinda.
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be realised from IDCO in the above cases was Risckdre of which Rs.0.28
crore was paid leaving a balance of Rs.0.73 crore.

(b) From Other Organisations

Government land can be leased out for the purpbgadaostrial, commercial

and other non-agricultural uses to local bodiedjlipusector undertakings,
commercial departments, etc. on payment of prenfixed by the Revenue
Authority on the basis of market value togethethwannual ground rent and
cess at prescribed rates. In case of defaultgsités to be levied.

Audit scrutiny revealed non-realisation of premiugnound rent and interest
in 4 Tahasils amounting to Rs.1.44 crore for theogefrom 1988-89 to 1999-
2000 involving five cases as under:

(Rupees in crore)

Sl. Name of the Organisation Amount not realised
No. Tahasils Premium Ground Rent Interest Total
()] 2 3 4 ®) (6) 0]
1 Angul. State Warehousing 0.17 0.03 0.31 0.51
Corporation.
2 Angul. TAMRIT,? Angul. 0.25 0.02 0.21 0.48
Cuttack. Cuttack Developmen 0.12 - - 0.12
Authority.
4 Kishore Nagar | Telecommunication 0.12 - 0.03 0.15
Department.
5 Udala -do- 0.18 - - 0.18
Total 0.84 0.05 0.55 1.44

On this being pointed out, the Tahasildar AngutestgSeptember 2000) that
the parties are not paying the dues while Tahasiidiala stated that the party
has moved the Collector for reduction of cost ofllaThe Tahasildars Cuttack
and Kishore Nagar stated that efforts are being emfidt realisation of
Government dues.

4.2.7 Non-regularisation of advance possession @nl - blockage
of revenue

As the process of alienation of Government lana isne consuming process,
advance possession of the land may be given ama to the indenting

organisation to start the projects expeditiouslytie field. The Orissa

Government Land Settlement (Amendment) Rules, 188ipowered different

authorities to sanction alienation of Governmentla both rural and urban
areas provided they submit the proposals alongaitecommendation to the
next higher authority under intimation to Governmen

Scrutiny of records in 4 Tahasfsrevealed that advance possession of
Government land measuring Ac.519.215 was taken iea8e cases by the
Bhubaneswar Development Authority, the Cuttack Dmw@ent Authority

29 Talcher, Angul, Meramundali, Regional Improvemenistr

30 Bhubaneswar, Rourkela, Cuttack and Bolangir.
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and the Orissa State Housing Board during the gelamuary 1985 and July

1999 for different public purposes. Out of the abéand, advance possession
for Ac.494.215 was sanctioned by Government andneal Ac.25 of land was

occupied in 1988 (Bolangir Tahasil) though advampossession was not

sanctioned. In all these cases, though the advpossession of land was

sanctioned, the cases have not been finally regathiby way of sanction of

lease despite lapse of 15 years resulting in bipekd revenue to the extent of
Rs.9.45 crore towards premium, rent and cess &kafh 2000.

4.2.8 Non-collection of revenue on sub-leased land

The Revenue Department issued (May 1990) instmstio the Chairman,
Paradeep Port Trust (PPT), Paradeep that no dotidmken by the Trust to
lease/alienate any land either on temporary or ppemt basis.

Test check of records (March 2001) of Tahasildajakg disclosed that PPT
sub-leased land measuring Ac.115.80 to Indian OipGration and Hindustan
Petroleum Corporation in 1992-93 and collected i@mation money at the
rate of Rs.4.00 lakh per acre from the sub-lessg@ssequently, in a meeting
held (January 2000) by the Commissioner-cum-Segretia Government,
Revenue Department, it was decided that the PPIT géya to Government
50per cent of the consideration money received from the mdsdes in
respect of accreted laficalready alienated to the PPT. The department tias n
taken any step to collect the revenue amountirRst@.32 crore.

4.2.9 Blockage of Government dues on account of lae to
conduct survey and establish exact extent of land nder
possession of IDCO

Scrutiny of records in Sukinda Tahasil (February0DO0 revealed that

Government land measuring Ac.3,960.84 was sandati¢between 1992 and

1998) in favour of IDCO out of which possessionAaf2161.14 was given to

IDCO between 1990-1991 and 1995-96. But IDCO sté8aptember 1996)

that it had taken possession of land of only Ac418Z. As such, possession of
Ac.286.32 remained unsettled for want of actualeyrThe Collector ordered

(January 1996) the Tahasildar to undertake a surveyder to bring out the

actual area under the possession of IDCO. But tifeadildar failed to take

any steps to conduct the survey till date (Junel@8 a result of which the

dispute over the possession of land measuring Ac32&emained unsettled.

31 Coastal land formed by sea deposits.
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4.2.10 Blockage of stamp duty and registration fees

Under the Indian Registration Act, 1908, lease dded a period exceeding
one year are compulsorily registrable documentsid®s registration fees,
these documents are chargeable with stamp dutyr sihedndian Stamp Act.

As per terms and conditions stipulated in the sancif lease, the lessee shall
get the lease deed executed and registered withimanths from the date of

issue of sanction order.

Test check of records in six Taha¥il§September 2000 to February 2001)
revealed that Government land measuring Ac.25.689€ alienated during the
period 1984-85 to 1996-97 in favour of 4 organisagl’. Though premium
etc. were paid and possession of land taken, rseldaeds were executed.
This resulted in blockage of Government revenueRefs.40 lakh towards
registration fees and stamp duty.

On this being pointed out in audit, the Tahasildduakhanpur, Koraput and
Patnagarh) stated that the lessees have not tumddr execution of deeds
while in case of Karanjia and Anandpur the Tahasddstated that the re-
validation of sanction orders are awaited.

4.2.11 Conclusion

Non-compliance with the provisions of the relevakdts and Rules and
prescribed procedures in alienation of Governmant Iby various Revenue
Authorities led to non-execution and non-registratiof lease deeds, non-
regularisation of cases where advance possessiamafvas taken, abnormal
delay in disposal of land alienation cases anddgadte maintenance of
records. There was no evidence of any concertethpttto monitor progress
and disposal of such cases at any level and asu#t the State Government
was deprived of revenue amounting to Rs.33.76 andrieh was 63oer cent
of the annual collection of Rs.53.26 crore undend.aRevenue during
2000-2001.

The above matter was referred to the Governmen2&4rApril 2001. No
response was received from them. The material veawafded to the
Secretary to the Department (July 2001) followeddipinder to the Secretary
on 10 July 2001. However, inspite of such effants reply was received from
the Government (October 2001).

32 Anandpur, Berhampur, Karanjia, Koraput, Lakhanpatnagarh.
33 Grid Corporation of Orissa (GRIDCO), Orissa Pov&sneration Corporation (OPGC), Orissa State
Housing Board (O.S.H.B.), State Bank of India (S.B.1.)

51



Audit Report (Revenue Receipts) for the year ended 31 March 2001

4.3 Non/short realisation of licence fee for drawig water from
Government water sources

Under the provisions of the Orissa Irrigation (Arderent) Act, 1993, and the
rules made thereunder read with Government of ®ri&svenue and Excise
Department notification dated 26 September 1994jndastrial unit using

water from Government water sources for industraadimercial purposes is
liable to pay licence fee at the rate of Rs.200 guez lakh gallon of water
used. For drawal of water from Government watersesj the user has to
obtain a licence from the proper authority andahst flow meter to measure
the actual quantity of water consumed.

During the course of audit (between July 2000 asmaudry 2001) of three
Tahasils** it was revealed that no agreement had been enisiedvith the
authorities by the industrial units for drawal ohter from Government water
source as required under rules. The flow metersewaso not installed.
However, in the absence of flow meters, the asseistsnwere made from the
capacity of pumps/water treatment plants by theéhaity concerned. No
regular monthly demands as required under the rulas raised by the
Tahasildars/Executive Engineers. This resulted am/short realisation of
licence fees of Rs.38.44 lakh as detailed below:

(Rupees in lakh)

Sl. | Name of the Name of Period of | Quantity of | Amount| Amount | Balance
No. Tahasil/ the drawal of | water drawn of paid to be
Irrigation Industry water (in lakh licence realised
Division gallon) fee due
1 Rajgangpur/ | Larsen & 26.9.94to| 17,723.20 35.45 10.00 25.45
Sundargarh Tubro, 31.3.2000
Irrigation Kansabahal
Division
2 Aska/ Aska Co- -do- 5,680.16 11.36 - 11.36
Bhanjanagar | operative
Irrigation Sugar
Division Industry
3 Darpan/Jajpur| Konark -do- 815.69 1.63 - 1.63
Irrigation Jute
Division Industry
Total 48.44 10.00 38.44

On this being pointed out in audit (between Julp@@nd January 2001), the
Tahasildar Sundargarh stated (January 2001) teade¢imand has been sent to
the Executive Engineer, Sundargarh Irrigation Doris for realisation and an
amount of Rs.5.00 lakh has been realised in Ma@€i 2

The above matter was referred to the Governmen24rApril 2001. No
response was received from them. The material veawafded to the
Secretary on 9 May 2001 followed up with a reminder 22 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

34  Aska, Darpan, Rajgangpur
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4.4  Non/short realisation of premium and ground rem for
conversion of agriculture land

Under the Orissa Land Reform Act, 1960, a raiyditilsle to eviction if he has
used agricultural land for any purpose other thgnicalture. Under the Orissa
Land Reform (Amendment) Act, 1993 and the rules endereunder, such
land can on an application made by him in presdrifeem be re-settled on
lease basis on payment of premium at the rate fiipesicplus ground rent at
one per cent of premium per annum. Such land is deemed to beden
lease basis on payment of premium equal t@dQOcent of prescribed rate if
conversion is made prior to the commencement (L 7894) of the amended
Act.

During the course of audit (between January 2008 March 2001) of 4
Tahasils, it was noticed that Revenue Inspectgoerted (between August
1991 and August 1999) that agriculture land meagu2R.67 acres in 10 cases
were used for purposes other than agriculture. dase these reports, the
cases were booked and notices were issued (betegnst 1998 and
December 2000) to the defaulting raiyats. Howetles, cases have not been
disposed off so far (March 2001). This resultednon/short realisation of
revenue amounting to Rs.5.89 lakh up to March 280@etailed below:

(Rupees in lakh)

Sl Name of Area Year of | Purpose of | No. of | Premium | Ground| Amount | Amount
No| Tahasil converted | conver- | conversion | cases rent paid to be
(in acre) sion realised
1 Berhampur 1.670 1992-93 College 1 251 0.18 0.80 1.89
building (paid in
2000-01)
2 Panposh 5.480 Between Homestead 3 1.64 0.09 - 1.73
1992-95
3 Puri 14.520 Between Homestead 5 2.03 0.16 - 2.19
1991 &
1996
4 Lakhanpur 1.000 1995-9  Industry 1 0.08 0.00B - .088
Total 22.67 10 6.26 0.433 0.80 5.893

On this being pointed out in audit (between Jan2&X0 and March 2001),

the Tahasildar Puri instituted certificate casestinases while in one case
steps have been taken to realise the dues. TadaB#athampur stated (March

2001) that the raiyat had agreed to pay the dues.TRhasildars Panposh and
Lakhanpur stated (March 2001) that demand notiees deen issued in two

cases.

The above matter was referred to the Governmen24rApril 2001. No

response was received from them. The material veawafded to the
Secretary on 4 May 2001 followed up with a reminder 18 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

53



Audit Report (Revenue Receipts) for the year ended 31 March 2001

(B) STAMP DUTY AND REGISTRATION FEES

\ 4.5 Results of Audit

Test check of records relating to Stamp duty angist&tion fees in the office
of the District Sub-Registrar/Sub-Registrar dur@ip0-2001 revealed under-
valuation, non-levy and irregular exemption of Spaduty and Registration
fees amounting to Rs.16.80 crore in 22,843 caseashwmay broadly be

categorised as under:

(Rupees in crore)

Sl. Category No. of Amount
No. cases
1 | Short levy of Stamp duty and Registratjor22811 16.64
fees due to under-valuation of documents
(pending 47-A cases)

2 | Non/short levy of Stamp duty amd 25 0.08
Registration fees due to misclassification
3 | Irregular exemption and other 7 0.08

irregularities of Stamp duty and
Registration fees

Total 22843 16.80

During the year 2000-2001, the department accepiekr-valuation etc. of
Rs.4.07 lakh in 53 cases pointed out in audit enytkar 2000-2001 which has

been recovered in full.

An illustrative case highlighting important auditoservation involving
financial effect of Rs.7.72 lakh is mentioned ie fbllowing paragraph.
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4.6  Under valuation of instruments due to change aflassification

The Indian Stamp Act, 1899, provides that the facid circumstances should
be fully and truly set forth in the instruments sgated before the Registering
Officer for assessment of Stamp Duty and Registnafees failing which
penalty up to Rs.5000 is chargeable against offsnde

Test check of records (between June 2000 and A®@1) of two Sub-
Registrars (SR) and one District Sub-Registrar (P&®ealed that in 28
cases, the executants had incorrectly classifiedathd with lower value with
an intention to under-pay Stamp Duty and Registnatees. This resulted in
loss of Stamp Duty and Registration fees of Rs.GBR as detailed below:

(Rupees in lakh)
Sl. Name of the No. of Amount of differential
No. | Registering Officer | cases | Stamp duty and Registration fee short realised

Stamp duty | Registration fees Total
1. | D.S.R, Dhenkanal 10 4.88 0.65 5.53
2. | S.R., Hindol 15 0.53 0.09 0.62
3. | S.R., Kanika 3 0.14 0.03 0.17
Total 28 5.55 0.77 6.32

In addition, penalty to the extent of Rs.1.40 lakhlso leviable.

On this being pointed out in audit (between Jun@02@nd April 2001), the
Sub-Registrars agreed to realise the amount sheied while the District
Sub-Registrar Dhenkanal issued notices to the parsncerned.

The above matter was referred to the Governmenfi®rApril 2001. No
response was received from them. The material veawafded to the
Secretary on 4 May 2001 followed up with a reminder 22 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).
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[CHAPTER-5 : STATE EXCISE |

5.1 Results of Audit

Test check of records in the offices of the Depdtymmissioners of Excise
and Superintendents of Excise conducted during-200Q revealed non/short
realisation and loss of revenue amounting to R%.8r@re in 984 cases which
may broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of Amount
No. cases
1 | Non/short realisation of duty, licence 180 6.66
fee
2 | Loss of revenue due to delay [in 50 1.23
granting of licence
3 | Other irregularities 754 0.32
Total 984 8.21

During the course of the year 2000-2001, the depart accepted under-
assessment etc. of tax amounting to Rs.1.28 anat9 cases which had been

pointed out in audit in earlier years. Of theseg ttepartment recovered
Rs.0.09 lakh in one case.

A few illustrative cases highlighting important @udbservations involving
Rs.68.26 lakh are mentioned in the following paaiabs.
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5.2  Sub-normal yield of spirit from molasses

Under the Board’s Excise Rules, 1965, samples wof maaterials used in
distilleries for manufacture of spirit and spirianufactured therefrom shall be
sent to the Chemical Examiner for examination omcduly and again in
December each year and at other times, if requicedetermine the output of
spirit for the purpose of levy of duty.

Loss of revenue arising out of shortfall in prodoctin a co-operative
managed distillery under the control of Superingmdof Excise, Ganjam,
when compared with the report of the Chemical Exeemwas commented in
para 5.2 of the Audit Reports (Revenue Receiptsjhef Comptroller and
Auditor General of India for the years 1998 and9990 action was taken by
the department to recover the loss.

During the course of audit (July 2000) of Supermuient of Excise, Ganjam,
Chatrapur, it was noticed that 6801.452 Metric il T) of molasses was
used in the distillery during 1999-2000 for mantfiae of spirit. Based on the
reports of the Chemical Examiner on the samplesnolasses sent to him
during August 1999 and February 2000, the outtdrepirit from 6801.452
MT of molasses should have been 3185470.927 Lomudoaof Litre (LPL) at
the rate of 468.351 LPL per tonne of molasses agaiatual production of
31,26,748 LPL. This resulted in short productiorspirit of 58,722.927 LPL
and further loss of revenue of Rs.52.85 lakh insxduty.

On this being pointed out in audit (September 208% Superintendent of
Excise Ganjam stated that action would be takene#tise the differential
dues.

Government stated (July 2001) that the report efGhemical Examiner only
indicates probable yield and cannot be treatednas dnd the actual variation
was only marginal. The contention is not acceptasleéhere being no other
norm evolved for the purpose, the Chemical Exansrreport should be taken
as a guideline to determine output for purposewy bf duty or else the report
becomes totally infructuous. Further, in other ¢hdestilleries of the State, the
outturn of spirit conforms to the Chemical Examisereport. Despite the
matter being brought to the notice of Governmerdugh earlier audit reports,
no action has been taken to evolve any norm of igsibte variation or to
realise the duty involved.

5.3 Loss of revenue due to delay in confirmation afettlement of
IMFL off-shops

The Bihar and Orissa Excise Act, 1915, and ruledarthereunder stipulate
that licence for the wholesale or retail vend dgbxicants may be granted for
one year from 1 April to 31 March following.

Due to delay in finalisation of Excise Policy fohet year 1999-2000,
Government of Orissa issued instructions for re@ivaxisting licences for a
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period of two months from 1 April and subsequeimiyphased manner till 31
March 2000. Government while issuing instructiomgictober 1999 ordered
for settlement of unsettled shops through auctodioied by tender followed
by negotiation.

€)) During the course of audit (June 2000) of Suppemdent of Excise,

Balasore, it was noticed that two IMFL off-shopsrevenot renewed from
1 April 1999 and another from 1 June 1999 as thstiag licensees did not
opt for renewal. Collector, Balasore, brought titighe notice of the Excise
Commissioner in April and June 1999. Governmenuedds instructions

(11 October 1999) for settlement of shops througttian. The shops were
put to auction in December 1999 and the Collectywérded the case to
Government for confirmation. However, Governmendl @iot confirm the

settlement of the shops which resulted in a logewénue Rs.8.08 lakh during
the year 1999-2000.

On this being pointed out in audit (June 2000), &oment stated (April
2001) that the confirmation of provisional settlethevas delayed due to
implementation of model Code of Conduct for elettioto the State
Legislative Assembly. The reply is not tenable asvé&nment had nearly
9 months time before the coming into force of thedel Code of Conduct on
8 January 2000 to take a decision on the provisi@wtiement and
confirmation of the shops.

The above matter was referred to the Governmen2s4rApril 2001. No

response was received from them. The material veawafded to the
Secretary on 27 April 2001 followed up with a reden on 11 June 2001.
However, inspite of such efforts, no reply was reee from the Government
(October 2001).

(b) During the course of audit (December 2000) ape&intendent of
Excise, Deogarh, it was noticed that one outdtifipsat Ballam and its branch
at Dantaribahal were not renewed as the licensdendi opt for renewal.
Collector, Deogarh, brought this matter to the c®tiof the Excise

Commissioner and Government in March, April and éstg 1999.

Government issued instructions for settlement ef shops through auction
only on 11 October 1999. The shop and the brancle veettled for a

consideration money of Rs.36,204 per month. Govemintonfirmed the

settlement and licence was issued on 20 Decemi8€. & a result of issue
of Government instructions as late as in Octob&91®r settlement of closed
shops, Government sustained a loss of Rs.3.12 flaklthe period from

April 1999 to December 1999.

On this being pointed out in audit (December 20@0¢, Superintendent of
Excise replied that steps were repeatedly takesetk instructions from
higher authorities which was delayed.

The above matter was referred to the Governmeni®rApril 2001. No
response was received from them. The material veawafded to the
Secretary on 24 April 2001 followed up with a reden on 8 June 2001.
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However, inspite of such efforts, no reply was reee from the Government
(October 2001).

\ 5.4  Short realisation of Excise duty on medicinal ggparations

Under Section-3 of the Medicinal and Toilet Prefiares Act, 1955, read with
the rules made thereunder, every person who manwéscany dutiable goods
or who stores such goods in a warehouse shalllgaguty or duties leviable
on such goods at rates prescribed. Allopathic nieglipreparation containing
alcohol which are capable of being consumed asardialcoholic beverages
are chargeable to excise duty at the rate gde2@ent ad valorem or Rs.20 per

litre of pure alcohol consumed whichever is higher.

During the course of audit (July 2000) of Distriexcise Office, Ganjam, it
was revealed that during the years 1997-98 to 0@#®, two bonded
pharmaceuticals manufactured medicines i.e. Ditewaoncentration I.P. and
cinnamon water concentration B.P. consuming 42@25.Btres of pure

alcohol on which duty of Rs.4.21 lakh was leviedhe rate of Rs.10 per litre
of pure alcohol instead of Rs.20. This resultedhort levy of excise duty of
Rs.4.21 lakh.

The above matter was referred to the Governmen® dwovember 2000.
Government stated (February 2001) that Superinténoie Excise, Ganjam,
had been directed to collect the short levy of sxauty of Rs.4.21 lakh by
issuing demand notice to the concerned manufastamed Superintendent of
Excise stated (June 2001) that demand notices $iage been raised. Further
reply awaited (October 2001).
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6.1 Results of Audit

Test check of records maintained in various Fdp@gsions conducted during
the year 2000-2001 revealed non/short levy of @sterloss of revenue, etc.
amounting to Rs.25.67 crore in 7,886 cases which bn@adly be categorised
as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 Non/short levy of interest on belated 931 0.37
payment of royalty
2 Non-realisation of compensation 80 6.22
3 Non-realisation of royalty 2408 10.82
4 Loss of revenue due to short delivery/ 231 1.29
shortage of forest produce
5 Other irregularities 4236 6.97
Total 7886 25.67

During the course of the year 2000-2001, the depart accepted under-
assessment etc. amounting to Rs.2.82 crore in 88scwhich had been
pointed out in audit in earlier years. Of theseg ttepartment recovered
Rs.1.52 lakh in two cases.

A few illustrative cases highlighting important a@udbservations involving
Rs.1.28 crore are mentioned in the following paapbs.
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6.2 Loss of revenue due to delay in finalisationf @olicy on lease
of minor forest produce

Government in Forest and Environment DepartmenlesefNovember 1990)
lease of 28 Minor Forest Produce (MFP) items irotavof M/s Utkal Forest
Produce Limited for a period of 10 years with effrom October 1990. The
agreement executed (April 1992) with the companyisaged that such
contract may be terminated at any time in casei@ation of any terms and
conditions of the agreement.

During the course of audit (November 2000) of thandtpal Chief
Conservator of Forests (PCCF), it was seen thatatieve agreement was
terminated (November 1998) due to default in paym#nroyalty and the
PCCF moved Government (January 1999) for issueddrs for re-sale of the
contract along with the MFP at depots. Governmedeérs to this effect were
however issued only in October 1999 allowing theigdonal Forest Officers
to permit the interested parties to lift the foneiduce on payment of royalty
at the rates as applicable to the previous comtra€he orders were received
after the expiry of collection season (October 1S@ptember 1999). As such,
non-collection/non-disposal of MFP due to delayissue of Government
orders led to loss of revenue to the extent of ®833lakh based on royalty
per year to be paid by the contractor previously.

On this being pointed out in audit (November 2008 PCCF stated that
some delay was unavoidable in finalising the teation procedure to avoid
future legal complications. The reply is not temabk the termination was
effective from November 1998 and Government ordexrs weceived in

October 1999 after 11 months. Given the revenudigatpns involved, it

was incumbent upon Government to act expeditiotslyninimize revenue
loss.

The above matter was referred to the GovernmenbD2rMay 2001. No

response was received. The material was forwardetheé Secretary on 10
May 2001 followed up with a reminder on 25 June 2Mowever, inspite of
such efforts, no reply was received from the Gorent (October 2001).

6.3 Loss of revenue due to supply of excess timb&r Ratha
Yatra, Puri

Under the provisions of the Puri Car Festival Codlel983, the Divisional
Forest Officer (DFO), Nayagarh, supplies timbeefoé cost for construction
of the chariots for the annual Car Festival (Rathtrd). The Additional
District Magistrate and Administrator, Sri Jagatma@emple, Puri estimated
(September 1986) that 8,444 cft. of timber of défg species and size was
required for construction of the chariots.

In course of audit of Nayagarh Forest Division (Ma2001), it was noticed
that the DFO supplied 21,678 cft of timber in exxcekthe requirement of the
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Temple Administrator for the Car Festivals of 198@000 resulting in loss of
Rs.10.40 lakh as shown in the table below:

(Rupees in lakh)

Car Timber supplied (based on Timber Excess | Rate per Total
Festival | DFO letter dtd.4.9.2000) and | required®® | supplied cft

year received by Temple (in

Authority Rupees)
(in cft)

1996 15,085 8,444 6,641 43 2.86
1997 11,802 8,444 3,358 47 1.58
1998 12,961 8,444 4,517 49 2.21
1999 12,369 8,444 3,925 51 2.00
2000 11,681 8,444 3,237 54 1.75
Total 63,898 42,220 21,678 == 10.40

On being pointed out in audit (March 2001), the D&@ibuted the excess
supply to non-availability of the required sizetwhber and supply of timber
of higher dimensions. The factual position of neaitability of timber of
required length and girth could not be acceptealiit as no records could be
produced to audit indicating steps taken to enswes of the required girth
and the basis for marking of trees in the forestspl

Thus, failure of the Forest Department to ensupmplsuof proper size logs to
the Temple Administration in a systematic manneopbed with lack of
adequate monitoring of the supplies actually benagle led to loss of revenue
of Rs.10.40 lakh.

The above matter was referred to the GovernmenB8®rApril 2001. No
response was received. The material was forwardetheé Secretary on 10
May 2001 followed up with a reminder on 27 June 2dowever, inspite of
such efforts, no reply was received from Governnf@atober 2001).

6.4 Non-levy of interest on belated payment of royty \

Under the Orissa Forest Contract Rules, 1966 cibr@ractor fails to pay any

installment of consideration money for sale of &reoupe(s) by the due date,
he is liable to pay interest at the rate of 6@b cent per annum on the

installments in default. This provision was alsplagable to the Orissa Forest
Development Corporation (OFDC) who acts as a cotura

During the course of audit of 17 forest divisidhst was noticed (between
June 2000 and January 2001) that OFDC had madeepeiyoh royalty after
delay ranging from 3 months to 36 months in cased&f divisional forest lots
relating to the years 1993-94 to 1998-99. But thterest amounting to
Rs.29.80 lakh was not levied.

35 As per formula for calculation of volume of ber adopted by the Forest Department vialume =
(Girth divided by 4) to the power of 2 multiplieg length.
36 Angul, Athagarh, Athamallick, Baliguda, Bamra, BadpaBonai, Deogarh, Ghumusar(s), Karanjia,

Keonjhar, Khurda, Nawarangpur, Nayagarh, Paralakinelin Phulbani, Sambalpur.
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On this being pointed out in audit (between Jun@02énd January 2001), the
DFOs stated that the demands have since been faisedeen June 2000 and
July 2001).

The above matter was referred to the GovernmenB8®rApril 2001. No
response was received. The material was forwardetieé Secretary on 11
May 2001 followed up with a reminder on 25 June 2(8owever, inspite of
such efforts, no reply was received from the Goremt (October 2001).

6.5 Loss of revenue due to non-disposal of timbereiged in
undetected forest offence cases

Government of Orissa Forest and Environment Departrm their order (28

July 1989) instructed for early disposal of timiseized in undetected (UD)
forest offence cases either by prompt delivery he tOrissa Forest
Development Corporation (OFDC) or by public auctiororder to avoid loss

of revenue due to deterioration in quality and eatd such materials due to
prolonged storage.

During the course of audit (between June 2000 aslofuary 2001) of 16
forest divisiond’, it was noticed that 24828.93 cft of timber, 105%%. of
poles and 183.1 kgs. of Sandal wood seized in UiBnok cases between
1987-88 and 1999-2000 were not disposed off tdl date of audit (February
2001) resulting in blockage of Government revenfieRe.50.96 lakh. In
addition, 14769.77 cft of timber and 1175 nos. olep seized in UD offence
cases in Baripada and Keonjhar divisions lying sposed off were finally
damaged resulting in a loss of Rs.7.02 lakh taGbeernment.

On this being pointed out in audit, the concerndeOB (except Rajnagar,
Phulbani, and Rayagada) stated that 5428.967 cfindfer and 25 nos. of
poles of UD cases valued at Rs.14.21 lakh have thelrered to OFDC while

1428.34 cft of timber and 950 poles valued at R8.%akh were sold through
auction realising an amount of Rs.1.79 lakh (betwAeril 2000 and May

2001). DFO, Rajnagar, stated that the upset pasebdeen fixed for auction of
materials. Balance quantity of 17971.623 cft, 9,508. of poles and 183.1
kgs. of sandal wood in these 16 divisions is ydidalisposed of.

The above matter was referred to the Governmenf dday 2001. No

response was received. The material was forwardetthe Secretary on 14
May 2001 followed up with a reminder on 27 June 2Mowever, inspite of
such efforts, no reply was received from the Goremnt (October 2001).

37 Athagarh, Athamallick, Bamra, Baripada, Bonai, Debgdfaranjia, Keonjhar, Khurda, Nawarangpur,
Nayagarh, Paralakhemundi, Phulbani, Rajnagar, Ragaayadi Sambalpur.
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7.1 Results of Audit

Test check of records of the office of the Deputyebtor of Mines and
Mining Officers during 2000-2001 revealed non/shégtry of royalty,
non/short realisation of royalty, non/short recoveaf interest and other
irregularities amounting to Rs.20.51 crore in 168as which may broadly be
categorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases

1 | Non/short levy of royalty/surface rent/dead rent 3 0.50

2 | Non/short recovery of interest 59 7.80

3 | Miscellaneous 100 12.21
Total 162 20.51

During the course of the year 2000-2001, the depart accepted under-
assessment etc. amounting to Rs.2.21 crore in 8é4scwhich had been
pointed out by audit in earlier years. Of these, diepartment recovered only
Rs.7.88 lakh in 50 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.13.64 crore are mentioned in the following peaphs.
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7.2  Blockage of revenue due to non-disposal of seiztGems

Mining of gemstones constitute an important sowteevenue to the State
Government. To curb widely prevalent clandestinaing and illegal trading

of gemstones and to safeguard revenue, the Stater®@oent formulated

(June 1998) a Gemstone Policy providing for grdmhiming leases to private
parties by de-reserving gemstone bearing tracthudixg the areas already
leased out to M/s Orissa Mining Corporation Ltdrd@ant to the Gemstone
Policy, 1998, the State Government notified (Decenit®98) an area of 1,746
square kilometers for grant of mining leases twgig parties in Kalahandi,
Bolangir and Sambalpur circles subject to certamddions.

As per extant instructions, the entire processintpase applications is to be
completed within a period of one year of their iptallowing a period of 3

months at the mining circle level, 3 months at[Elkectorate of Mining and 6

months at Government level and thereafter leaseeaggnts were to be
executed with the approved lessee. After a gradegef one year from the
date of execution of lease deed, the lessee wauldble to pay dead rent. In
the event of gemstone being mined (even in firsiryaoyalty at prescribed
rate would be payable evaluated on price of genestoimed and dispatched,
if any, as per provisions of Sec.9A of the Minesd &finerals (Regulation &

Development) Act, 1957.

During the course of audit of 4 mining circigsit was noticed (between
March 2000 and January 2001) that 165 applicaticere received during the
period from January 1999 to March 2000 in the albmkaes. The position of
applications disposed off at different levels wasiader:

At the level of No. of No. of No. of No. of Period of
applications | applications | applications | applications delay
received sent in time sent late under
process
Mining  Officer/ 165 21 123 21 1 month tg
Deputy Director of 17 months
Mines
Director of Mines 144 68 43 33 2 months [to
11 months

Scrutiny further revealed that though 111 applaai were received by the
Government for finalisation, only 2 applicationsuttb be approved (June

2000) and lease covering an area of only 12.051ahex executed (between
August 2000 and October 2000). As delay in exeoutd lease leads to

consequential delay in accrual of dead rent, tee tf revenue on account of
delay in finalisation of applications by way of de@nt was Rs.7.58 lakh per
annum. This apart, the delay also postpones acefUabvernment revenue in

terms of royalty as well as facilitates illegal mig. The reserves of gemstone
in the tracts proposed to be leased had not evem é&imated.

It was further noticed that materials valued a8 crore were seized in 241
mining offence cases during the period from 1990®11999-2000 by the

38 Bolangir, Kalahandi, Koraput and Sambalpur.
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departmental officers, Forest authorities and Rohcthorities and kept in
District Treasuries, Police Malkhanas and with Dé&pantal officers. In
addition, there were 64 pieces of diamond and 4«gtacof crysoberyl, cat's
eye and diamond whose value had not been detern@fdtie above cases, 8
cases involving 21,845 gms. (value Rs.0.19 lakby gphe above mentioned
packets of gemstone and 64 pieces of diamond henl fiiealised by the Court
(between February 1991 and July 1998) and handed tovthe Director of
Mines for disposal. However, no action was takethgyGovernment for their
disposal. On it being pointed out in audit (betw&&grch 2000 and January
2001), Government constituted (June 2000) a VaoatCommittee to
determine the value of the seized gems for disp8sdalthe committee has yet
(April 2001) to meet to make the valuation of tles.

It was further observed that the Collector, Kalalianhad proposed
(September 1994) for filing prayer before differ&@durts where cases were
pending seeking final verdict so as to disposdtafseized gemstones. But no
action was taken by the department to either expdiial disposal of the
cases pending in the Courts or to seek releaskeeo$¢ized gems (65,96,532
gms.) for sale in the interest of Government reeeloyi resorting to provisions
of Section 451 of the Code of Criminal Procedu, 3, which envisages inter
alia that in case of property produced before an@al Court, the Court may,
if it considered it expedient to do so and aft@ording of such evidence as it
thinks necessary, order it to be sold or otherwiésposed of pending
conclusion of the trial. Thus, inspite of extantoysions and rules, the
department failed to take appropriate action tobEnaarly disposal of the
seized gemstones which resulted in blockage of meveto the tune of
Rs.2.59 crore.

On this being pointed out in audit (between Mar€l®@@ and January 2001),
Deputy Director of Mines of Koraput and Mining Qféir, Bolangir Circle,
stated that action would be taken to move the aoeceCourts for release and
disposal of the gems. The Deputy Director of Min®ambalpur, stated that
the seized gemstones were semi-precious ston@svofdlue and that unless
huge quantities are produced, it has no marketh@mde no action would be
taken on seizures. The reply is not tenable siheentaterials have to be
disposed of regardless of value. Moreover, theevaluthe seized materials
has not yet been determined by the Valuation Cotamiset up during June
2000 for the purpose. Mining Officer, BhawanipatKalahandi circle, stated
that steps would be taken for disposal of seizedsgienes after finalisation of
the cases by the Court but no action was initifdeexpediting the disposal of
the cases.

Government stated (July 2001) that action wouldden to dispose of the
seized materials relating to Kalahandi circle. theo cases, final reply is
awaited (October 2001).
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7.3 Non-levy of interest on belated payment of cesm mining
dues

As per the Cess and Other Taxes on Minerals (MadidpAct, (16 of 1992),
the levy of cess on minerals remained in forceaug #April 1991. The State
Government instructed (between September 1992 andady 1996) the
concerned assessing officers to recover the oulisigiamount of cess dues in
installments from the lessees with the stipulatlat principal amount of cess
would carry interest at the rates prescribed. Eurth was judicially heltf
that the levy of cess up to 4 April 1991 was validi lawful.

During the course of audit (between September 2000 March 2001) of
seven mining circle®) it was noticed that interest amounting to Rs.&@fe
on belated payment of cess on mining dues duriagéniod 1991-92 to 1999-
2000 was not levied in 57 cases. The delay ranged 6ne to eight years.

On this being pointed out (between September 206@ March 2001),
Government stated (July 2001) that in one casanaunt of Rs.0.19 lakh has
been realised and in 52 cases demand notices famannt of Rs.7.93 crore
has been issued and in balance cases the mattates consideration. Further
reply is awaited (October 2001).

7.4  Short levy of royalty on minerals due to benetation \

Under Section 9 of the Mines and Minerals (Regatatand Development)
Act, 1957, the holder of a mining lease is lialdephay royalty in respect of
any minerals removed or consumed from the leas#-hota at the rate
specified in the Act. No loss or wastage is adrblesunder the Act ibid. It
had been judicially hefd (August 1998) that removal of any mineral from the
seam in the mine and extracting the same throughpttis mouth to the
surface satisfies the requirement of the Act anggirise to a liability for
royalty.

During the course of audit of Deputy Director ofids (Joda and Keonjhar),
it was noticed (between September 2000 and Feb2@0¢) that 11 lessees
including M/s Steel Authority of India Limited haed 120.43 lakh MT of

unprocessed iron ore in their benefication plamd secovered therefrom
98.13 lakh MT of processed ore during the perio@4195 to 1999-2000. The
Mining Officer concerned levied (between 1994-98 4899-2000) royalty on

98.13 lakh MT of processed ore instead of on 12@kB MT of unprocessed
ore despite the judgement of the Hon'ble Supreme&t@August 1998) which

was within the knowledge of the Department resgliimshort levy of royalty

of Rs.2.52 crore.

39 AIR-1996 Supreme Court 2560
40 Jajpur Road, Joda, Kalahandi, Keonjhar, Koira, Relarland Talcher.
41 In civil appeal Nos-3693-94 of 1998 between Stdt®rissa and others Vrs. M/s Steel Authority ofitnd

Ltd. 1998 (6) Supreme Court-281.

68



Chapter-VIl Mining Receipts

On this being pointed out in audit (between Sepwm#D00 and February
2001), the Deputy Director of Mines, Joda, stateat the matter would be
examined while the Mining Officer, Keonjhar, raisdémand for Rs.0.87
lakh.

Government stated (July 2001) that Rs.0.87 lakh e realised (March
2001) and demand notice for Rs.2.51 crore has lsseed. Further reply is
awaited (October 2001).

7.5 Non-realisation of dead rent and interest themen \

As per Section 11(2) of the Coal Bearing Areas (Asijon and
Development) Act, 1957, right of mining lease acgdiunder the Act vests in
the Government company and from the date of vestivlgcompany becomes
a lessee of the State Government as for a minisge&e under the Mineral
Concession Rules, 1960, and is liable to pay eittead rent or royalty,
whichever is higher, at the rates fixed by the @driiovernment from time to
time. Interest at the rate of 3%r cent per annum is leviable for belated
payment of dead rent from the sixtieth day of thpiry of the due date till
default continues.

During the course of audit (March 2001) of the DwgpDirector of Mines,
Rourkela, it was noticed that M/s Mahanadi Coaldsd.imited (M/s MCL)
had acquired two mining areas (one in Block-VIligaipur and the other in
Block-XI Extension Gopalpur) of 3,089 hectares a#@41.05 hectares
comprising of different revenue villages under eparate notifications dated
10 July 1989 and 29 October 1990 respectively. MGSL discontinued
paying dead rent in respect of both the mining auisfter 31 December 1996
as production in Block-VIII (Gopalpur) started frodanuary 1997 and the
royalty was more than dead rent in this area. SiBtmk-XI extension
(Gopalpur) mining area was acquired under sepaiatécation in a different
area, M/s MCL was required to pay dead rent forsthume as working in that
area was not started during that period. The ligbdf dead rent calculated
from 01 January 1997 to 30 June 2000 worked oRistd5.01 lakh along with
interest calculated up to March 2000.

Similarly, during the course of audit (February 20@f Deputy Director of

Mines, Talcher, it was noticed that M/s MCL had @icgd 1063.560 hectares
of land vide notification dated 21 January 1997 fagperating mines.

Accordingly, the company was required to pay deaat for the period 21

January 1997 to 31 December 1999 as during theeaperiod there was no
liability for payment of royalty. The dead rent B6.3.24 lakh is payable by
the company for the period 21 January 1997 to 3deBer 1999 including
interest leviable for the period calculated up tarth 2000.

On this being pointed out in audit (March 2001) v&mment stated (August
2001) that the Deputy Director of Mines, Rourkefad aralcher had raised
(August 2001) demand for Rs.45.01 lakh and Rs.[a24 respectively on M/s
MCL Ltd. Further reply is awaited (October 2001).
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7.6  Non-levy of interest on belated payment of ming dues \

Under the Mineral Concession Rules, 1960, (as astfrdm time to time),
in case of belated payment of dead rent, royaltptber Government dues,
simple interest at the rate of pdr cent per annum on the amount in default is
chargeable from the sixtieth day of the expiry led due date till the default
continues.

During the course of audit (between December 20@March 2001) of the
Mining Officer, Bolangir and Deputy Director of Mes, Koira, it was noticed
that interest on belated payment of royalty andddeat of Rs.2.91 lakh in
respect of two lessees was not levied during thega996-97 to 1999-2000.

On this being pointed out in audit (between Decan29€0 and March 2001),
Government stated (September 2001) that the amoiuRts.2.91 lakh has
since been realised.

70



| CHAPTER-8: OTHER DEPARTMENTAL RECEIPTS |

\ 8.1 Results of Audit \

Test check of assessment records and other codrdmtements pertaining to
departmental receipts in the Departments of Fooppkes and Consumer
Welfare, Co-operation, Energy, General AdministnatiFinance and Home
during 2000-2001 revealed non-realisation of reeenmon/short levy of

duties, fees, etc. amounting to Rs.202.39 crorg,49,107 cases which may
broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases

1. | Non-realisation of revenue 57,094 0.09
2. | Non/short levy of revenue 89,753 99.58
3. | Other irregularities 2,259 66.33
4. | Review on "Non-realisation of Interest pn 1 36.39

Loans from Co-operative Societies"
Total 1,49,107| 202.39

During the course of the year 2000-2001, the depents accepted short levy,
non-levy etc. of Rs.15.98 crore in 1434 cases butlich one case involving
Rs.14.78 lakh was pointed out during 2000-2001 thedrest in the previous
years. Of these, the department recovered Rs.#o0t4 in one case.

A few illustrative cases highlighting important @udbservations involving

Rs.126.91 crore and findings of a review on "Noalisation of Interest on

Loans from Co-operative Societies" involving Rs3®crore are mentioned in
the following paragraphs.
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8.2 NON-REALISATION OF INTEREST ON LOANS FROM
CO-OPERATIVE SOCIETIES

8.2.1 Introduction

The Orissa Co-operative Societies Act, 1962 pravide direct partnership of
the State Government in the co-operative socidtyes/ay of subscription to
their share capital and or by extending State-mdl@ans or making advances
and extending guarantees on behalf of the co-aperabcieties in respect of
loans raised by them. The Registrar of Co-operabeeieties monitors
sanction of loans and their recovery along witleriest and other dues such as
audit fee, dividend, guarantee fee, etc. from tbeomerative societies and
maintains the required records for the purpose. fBpayment of loans and
interest has to be completed within the periodutaiigd in the sanction orders.
Any default attracts penal interest at the ratelesd than Der cent above the
normal rate of interest subject to a minimum qfeB cent per annum under
the Orissa General Financial Rules (OGFR).

8.2.2 Organisational set up

The Registrar of Co-operative Societies, Orissaesed with the powers of
registration, election, supervision and inspecwoérall co-operative societies
in Orissa. The Registrar is assisted by the Adutitidregistrar of Co-operative
Societies and 3 Joint Registrars at State HeadergariThe Deputy Registrars
at district level and the Asst.Registrars at suhsdinal level supervise the
functioning of the co-operative societies. Audit ad-operative societies is
conducted by the Auditor General of Co-operativei&ees, Orissa, who is
assisted by Asst.Auditors General of Co-operatveiSies at Divisional level

for conducting the audit.

8.2.3 Scope of Audit

With a view to ascertaining the position of redima of revenue such as
interest, audit fee, guarantee fee, dividend andceflaneous fees viz.
execution fee, arbitration fee, etc., the recordniained in the Co-operation
Department, Registrar of Co-operative Societies?? 1@ut of 47 Asst.

Registrars of Co-operative Societie$® 8ut of 16 Assistant Auditors General

42 Aska, Athagarh, Bargarh, Berhampur, Bhawanipatna, 8tefwar, Cuttack-l, Cuttack-1l, Nayagarh and
Puri.
43 Aska, Bargarh, Berhampur, Bhawanipatna, CuttacksttaCk-Il, Khurda and Puri.
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of Co-operative Societies and*t4umbers of major defaulting co-operative
societies comprising more than & cent of total outstanding dues for the
period from 1995-96 to 1999-2000 were test cheakaihg the period from
November 2000 to March 2001.

The Public Accounts Committee in it Report (11" Assembly) had directed
(March 1996) that the administrative Departmentsceoned should review
every case of loan from time to time in order tswe that the loans are
recovered within the period of limitation, if nesasy by approaching
Certificate Courts or other Courts of Law withiretperiod of limitation and in

event of a case being time-barred, the erring iaffishould be taken to task.
Compliance of these directions by the Departmerstalso reviewed in audit.

8.2.4 Highlights |

Interest amounting to Rs.15.19 crore due from co-ggrative sugar
industries was not realised.

(Para 8.2.6)

Loans of Rs.14.40 crore extended to the Orissa StatCo-operative
Marketing Federation was converted into share capél contribution of

State Government. However, outstanding interest oRs.11.62 crore was
not demanded.

(Para 8.2.8)

Incorrect calculation of interest resulted in short demand of interest
amounting to Rs.2.70 crore.

(Para 8.2.10)

Loans amounting to Rs.4.83 crore drawn between 1998 and 1999-2000
retained in Civil Deposit without disbursement.

(Para 8.2.11)

In disregard of instructions of Finance Departmentfor assessment of
repaying capacity of loanees before sanction of fsé loans, further loans
of Rs.0.37 crore were sanctioned despite non-recoyeof overdue loans
and interest.

(Para 8.2.12)

44 Aska Co-operative Sugar Industries Ltd., Aska Cértaltipurpose Co-operative Society Ltd., Aska
Wholesale Co-operative Society Ltd., Aska Central @erative Bank,Baragarh Co-operative Sugar
Mills Ltd., Badamba Co-operative Sugar Industries. LBerhampur Wholesale Co-operative Society Ltd.,
Bhawanipatna Central Co-operative Bank Ltd., Cuttack tri@erCo-operative Bank Ltd., Cuttack
Wholesale Consumer Co-operative Society Ltd., Nayagzo-operative Sugar Industries Ltd., Orissa
State Co-operative Marketing Federation Ltd., imapada Central Co-operative Bank Ltd. and Puri

Wholesale Consumer Co-operative Society Ltd.
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8.2.5 Recovery of Loans, Interest and other Dues

The Demand, Collection and Balance position of $panterest and other
revenues during the period from 1995-96 to 19999266 reported by the
Registrar of Co-operative Societies, Orissa, ishasvn in the table below:

(Rupees in crore)
Year | Nature of | Opening Amounts Total Collection | Balance | Percentage
dues balance of | falling due of
amount during the collection
due year
1995-96 | Loans 13.57 6.18 19.75 3.05 16.70 15.44
Interest 14.51 2.50 17.01 1.71 15.30 10.05
Audit fee 0.65 0.46 1.11 0.60 0.51 54.05
Dividend 0.64 0.19 0.83 0.08 0.75 9.64
Guarantee 0.13 -- 0.13 - 0.13 -
fee
Misc. fee - 1.80 1.80 0.37 1.43 20.55
Total 29.50 11.13 40.63 5.81 34.82 14.30
1996-97 | Loans 16.70 8.86 25.56 2.25 23.31 8.80
Interest 15.30 2.65 17.95 1.11 16.84 6.18
Audit fee 0.51 0.48 0.99 0.51 0.48 51.51
Dividend 0.75 0.15 0.90 0.16 0.74 17.78
Guarantee 0.13 0.16 0.29 0.05 0.24 17.24
fee
Misc. fee 1.43 1.65 3.08 1.65 1.43 53.57
Total 34.82 13.95 48.77 5.73 43.04 11.75
1997-98| Loans 23.31 8.50 31.81 1.85 29.96 5.81
Interest 16.84 2.73 19.57 1.43 18.14 7.31
Audit fee 0.48 0.49 0.97 0.51 0.46 52.58
Dividend 0.74 0.15 0.89 0.20 0.69 22.47
Guarantee 0.24 -- 0.24 - 0.24 -
fee
Misc. fee 1.43 0.90 2.33 2.00 0.33 85.84
Total 43.04 12.77 55.81 5.99 49.82 10.73
1998-99 | Loans 29.96 8.89 38.85 3.91 34.94 10.06
Interest 18.14 3.71 21.85 1.84 20.01 8.42
Audit fee 0.46 0.57 1.03 0.58 0.45 56.31
Dividend 0.69 0.14 0.83 - 0.83 -
Guarantee 0.24 0.01 0.25 -- 0.25 --
fee
Misc. fee 0.33 1.65 1.98 0.17 1.81 8.59
Total 49.82 14.97 64.79 6.50 58.29 10.03
1999- Loans 43.46 3.41 46.87 1.74 45.13 3.71
2000 Interest 51.19* 2.19 53.38 1.21 52.17 2.27
Audit fee 0.45 0.63 1.08 0.56 0.52 51.85
Dividend 0.83 - 0.83 0.14 0.69 16.87
Guarantee 0.25 - 0.25 - 0.25 -
fee
Misc. fee 1.51* 0.25 1.76 0.22 1.54 12.50
Total 97.69* 6.48 104.17 3.87 100.30 3.72

The difference between opening balance and cldsifence was attributed by the department to adoptio

of reconciled figures.
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The realisation of loans, interest and other regenantinuously declined

during 1995-96 to 1999-2000 with tipercentage of recovery plunging from

14.30 in 1995-96 to 3.72 in 1999-2000 of the td@inands. The outstanding
balance of loans increased from Rs.16.70 cror®@9596 to Rs.45.13 crore in
1999-2000. Interest due but not realised incredsam Rs.15.30 crore in

1995-96 to Rs.52.17 crore in 1999-2000.

The low percentage of collection was attributedtiie unsound financial
condition of the co-operative societies under thmiaistrative control of the
Registrar of Co-operative Societies, Orissa.

8.2.6 Non-realisation of interest from Co-operative Sugar
Industries

The Co-operation Department sanctioned and pankel@umbers of loans
aggregating to Rs.20.19 crore between January a8@5March 1999 to four
co-operative sugar industries for modernisatioeardnce of liabilities and
purchase of tools. The repayment of loans excludingatorium period was to
be completed by June 2006. It was, however, notilsatprincipal amount of
Rs.8.87 crore had not been re-paid till now. Initald, interest amounting to
Rs.15.19 crore has also become due.

8.2.7 Non-levy of penal interest

Rule 209(2) of OGFR (Vol.l) provides that in cagedefault in repayment of

principal or payment of interest, sanctioning adtigamay enforce penal rate
of compound interest upon all overdue installmeftsiterest or principal and

interest. Such penal rate should bee2 cent above the ordinary interest on
the loans subject to a minimum opé cent per annum.

Bargarh Co-operative Sugar Industry was sanctidhetimbers of interest
free loans aggregating Rs.5.69 crore during 1983t84 1986-87 for
rehabilitation, modernisation, ways and means ackspurchase of tools and
plants, purchase of vehicle, etc. subject to remayrwithin stipulated period
from August 1997 to January 2001. The sugar ingidailed to pay the loans
of Rs.5.69 crore. The Departmental authoritiesethito take any step for
realisation of the overdue installments of intefes# loans.

8.2.8 Non-realisation of interest

In pursuance of Government orders of March 1994, Registrar of Co-

operative Societies, Orissa, ordered (November J188Bversion of loans of
Rs.14.40 crore sanctioned during March 1988 to 1880 (repayable by July
1993) to the Orissa State Co-operative MarketindeFation into share capital
contribution of State Government by adjustmenthie books of accounts and
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reducing the amount of outstanding principal doethat extent. However, the
outstanding interest of Rs.11.62 crore calculatpdtau 15 November 1995
(date of conversion) in respect of such adjustaddovas not realised to date.

8.2.9 Non-realisation of interest from Central Mulipurpose Co-
operative Society, Aska

The Central Multipurpose Co-operative Society, Aska not repay loan
amounting to Rs.43.93 lakh out of the loans of R€5b lakh sanctioned
between June 1966 and May 1980. The interest 362 lakh besides
principal as of March 2000 is payable by the Sgci€he Society had become
defunct for the last fifteen years. Government besn studying (July 2000)
the issue of rehabilitation of the Society and @eae of the dues of the
creditors.

8.2.10 Short demand of interest due to incorrect daulation

Test check of interest calculated and demandedhbyRegistrar of Co-
operative Societies, Orissa, disclosed short denadiridterest amounting to
Rs.2.70 crore from seven co-operative societiestalirgcorrect calculation as
detailed below:

(Rupees in crore)

Name of the Society Number of cases | Amount of interest | Amount of Amount
in which mistake due after interest short
detected repayment of loans | demanded | demanded
C.C.Bank, Cuttack 24 241 1.85 0.56
C.C.Bank, Bhawanipatna 14 1.36 1.24 0.12
C.C.Bank, Puri-Nimapara 16 1.06 0.69 0.37
C.C.Bank, Aska 12 1.00 0.80 0.20
OSCMF (Markfed) 2 20.02 18.65 1.37
Co-operative Sugar Industry, Nayagath 1 0.88 0.84] .040
Co-operative Sugar Industry, Baramba 1 0.88 0.84 40.0
Total 70 27.61 24.91 2.70

On being pointed out in audit, the Registrar, Cerafive Societies, confirmed
(April 2001) the facts and incorporated the samieisirecords for inclusion of
the short demand in the demands for the next year.

8.2.11 Retention of sanctioned loans under “8443—@li Deposits”
without disbursement

Subsidiary Rule 242 of the Orissa Treasury Codel.[Vstipulates that no
money shall be drawn from the Treasury unless re@uired for immediate
disbursement. As reported by the Co-operation DayEart (November 2000),
loans amounting to Rs.3.40 crore sanctioned to -bfi&wative Banks during
1997-98 and 1998-99 and Rs.1.43 crore sanctionatetdrissa State Co-
operative and Agricultural Rural Development Bank999-2000 were drawn
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and kept under 8443-Civil Deposits (not bearingernest) without
disbursement in contravention of the codal provisio

8.2.12 Non-realisation of interest from Central Cosperative Banks \

The records of the Registrar of Co-operative SmsetOrissa, relating to the
Orissa State Co-operative Bank, Orissa, the Stateop@rative and
Agricultural Rural Development Bank, Central Co-mpizve Banks (CC
Banks) and the Primary Agricultural Co-operative ci8tes/Large
Agricultural Multipurpose Societies depicted ovexdioans to the tune of
Rs.8.05 crore as principal and Rs.9.68 crore &sdst as on 31 March 2000.
Out of the above amount, the foutest checked Co-operative Banks held
loans (paid between March 1969 and March 199)edune of Rs.4.76 crore
(principal) and Rs.5.91 crore (interest) as shoelow:

(Rupees in crore)

Sl. Name of the Bank Amount overdue Last date of
No. Principal | Interest repayment

1. C.C.Bank, Cuttack 1.78 2.50 March 1999
2. C.C.Bank, Bh.Patna 1.17 1.65 March 1999
3. C.C.Bank, Aska 0.91 0.79 March 1999
4. C.C.Bank, Puri-Nimapara  0.90 0.97 March 1999
Total 4.76 5.91

The period of repayment was between March 1978Mard¢h 1999. The over
due principal and interest of Rs.4.76 crore and R%.crore respectively was
pending for over 22 years since 1978 onwards fontwd action by the

Department.

The Government of Orissa, Finance Department, Bsuked instructions that
departments which sanction loans to various orgaioiss and individuals
shall make a realistic assessment of the abilitthefloanees to repay before
the loans are sanctioned. It was, however, obsetliatl though the Co-
operative Banks, Cuttack, Aska and Puri-Nimapard Hafaulted in the
repayment of loans and interests during the yaatsg March 1978 to March
1999, loans amounting to Rs.0.37 crore were agaist®ned in their favour
during March 1999.

| 8.2.13 Other points of interest |

Out of 15,585 units of Societies due for audit gwarar, the Auditor General
of Co-operative Societies had completed audit afrd¥992 units (64er
cent) during the year 1999-2000 pointing out variougdularities in the
functioning of the co-operative societies includimgoveries due from their
office bearers. Of the left over 5,593 units, 2,18ts (38per cent) were not

45 Aska, Bhawanipatna, Cuttack and Puri-Nimapara.

77



Audit Report (Revenue Receipts) for the year ended 31 March 2001

audited over the past six years. The shortfall awecage of audit of co-
operative societies ranged from 32 top# cent during the period from 1995-
96 to 1999-2000. The department attributed thetfibin coverage of audit
to shortage of staff, lack of supervision facibtiexon-provision of vehicles,
etc. Non-conducting of audit of a sizeable numlesaxieties (38er cent)
for a period over six years indicates the inadeguzfcinternal control for
monitoring the activities of the co-operative stiei® by the Government.

It has, however, been noticed that the departmaunit ihitiated surcharge
proceedings in 1,172 cases involving Rs.46.41 corethe basis of audit
findings since July 1999 out of which only 93 caseslving Rs.1.49 crore
could be disposed off.

8.2.14 Conclusion

It was evident that failure of the Department teess the financial viability of
the co-operative societies while sanctioning loamosipled with lack of
meaningful action to collect overdues of Governmigptresorting to extant
provisions of the rules and law led to non-reaiabf Government dues of
Rs.36.39 crore. There was clear disregard of thections of PAC issued in
March 1996 as well as extant instructions of theakte Department. As most
of the co-operative societies were stated to banfifally unstable, it was
evident that not only was the objective of streegthg the co-operative
movement not achieved, but the Government alsedaib safeguard its
interest of revenue.

The above matter was referred to the Departmen®mpril 2001. No
response was received from them. The material was-dfficially forwarded
to the Secretary to the Government for reply witBiweeks. The matter was
followed up by a reminder to the Secretary on 19 2001. However, inspite
of such efforts, no reply was received from the &ament (October 2001).

8.3  Loss on account of Electricity Duty

The Orissa Electricity (Duty) Act, 1961 (OED Act)darules made thereunder
stipulate that Electricity Duty (ED) shall be legiend paid on the energy
consumed by any person generating energy. In dadefault, interest at the
rate of 18per cent per annum is leviable where such ED payable wagpaid
to the Government by the person concerned. Auyilieonsumptioff of
energy being energy consumed under the OED Actaldel to levy and
payment of ED. This was upheld by the Hon’ble SoeCourt in the case of
State of Mysore vrs. W.C.P. mills (1975).

46 Energy consumed for running the captive power giakhown as auxiliary consumption.
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Audit scrutiny (between July 2000 and March 200fL}he records of Chief
Electrical Inspector (CEI), Bhubaneswar, and threeonal Electrical
Inspectors revealed that despite the clear pravisaf the OED Act and the
subsequent judicial pronouncements, the Departfadat to take any action
to levy ED on auxiliary consumption. It was onlyNovember 1999 that the
Department of Energy instructed the CEI to levy &@Dauxiliary consumption
with retrospective effect. These instructions waredified (March 2001) to
levy ED on auxiliary consumption with effect fromN®vember 1999 without
issue of any notification exempting levy for thespperiod. Such inaction or
belated action on the part of Government resultetbss of ED of Rs.66.23
crore from fouf® public sector and thré&private sector companies between
the period September 1986 and October 1999. Irtiaddinterest of Rs.60.16
crore is also leviable.

Government in Department of Energy while acceptivegaudit findings stated
(July 2001) that it might not be required to issugy exemption notification
for the period prior to 6 November 1999 as the oifde levy of ED with
prospective effect had the concurrence of the KEe@abDepartment. The
contention is not tenable as prospective levy oféwBn with the concurrence
of Finance Department does not have the automtécteof exempting levy
for the past period for which a specific notificatiexempting the units from
payment of ED otherwise leviable under the OED i&echandatory.

8.4 Non-realisation of Guarantee Fee

Government of Orissa, Finance Department, issuqwtil(A980) guidelines
providing for guarantees by the State Government rfepayment of
borrowings (loans, bonds, etc.) together with igéeithereon by local bodies,
co-operative institutions, companies, corporatioes;. which are usually
raised to meet their capital needs. For such semgadered and contingent
liability undertaken, a “Guarantee Fee” shall badd by the State as per the
rates indicated in the guidelines.

As per agreements entered into by the State Gowsrhmwith the debtor
institutions, Government has the right to recover amount due as a “Public
Demand” under the Orissa Public Demand Recovery 2862, in case of
default in payment of fees. The Act provides thdériest at the rate of 12.5
per cent per annum may be levied from the date of signihthe certificate
upto the date of realisation of the dues.

A test check (March 2001) of records of four demerts viz. Forest and
Environment, Fisheries and Animal Resources Devetoqi, Water Resources
and Agriculture Departments for the period 1987t881999-2000 revealed
non-levy and non-realisation of Government duestarting to Rs.52.14 lakh

47 Berhampur, Bhubaneswar and Rourkela.
48 Fertiliser Corporation of India, Talcher; KalinganrWorks, Barbil; NALCO and Rourkela Steel Plant.
49 Indian Charge Chrome Ltd., Choudwar; J.K. PaperdVifayagada and Orient Paper Mill, Brajarajnagar.
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as on March 2001 due to failure of Government tooke the above
mentioned provisions. The details of the outstagdines are as follows:

(Rupees in lakh)

Sl. | Department Debtor/ Period Amount of Guarantee Fee
No. Loanee Guarantee . Period of
Due Paid Balance
payment
1 Forestand | Orissa Forest| 1094-95 1o Fggguafy
Environment | Development 1027500 | 77.88| 46.38| 3150 | - -
Corporation | 1999-2000 February
2001
2 Fisheries & | Utkal
Animal Gomangal | 1497 gy 192.01 | 8.64| Nil 8.64
Resources Samiti
Development
3 Water Orissa 1997-98 to 1100.00 12.50 5.00 7.50 NA
Resources Construction | 1998-99
Corporation
Ltd.
4 Agriculture Orissa Agro | 1987-88 150.00 9.75 5.25 4.50 | July 1990
Industries to
Corporation April 1994
Ltd.
Total 11717.01 | 108.77| 56.63 52.14

On this being pointed out (March 2001) in audie thsheries and Animal
Resources Development and Forest and Environmeparibeent stated that
non-payment of guarantee fee by borrowing instngiwas due to paucity of
funds with them. The reply is not tenable as thedwing institutions have to
discharge their legitimate liability to Governmefte Fisheries and Animal
Resources Development Department added (Septentldr) 2hat Rs.3.25
lakh was realised (April 2001). Agriculture Depaetm stated that the
Managing Director Orissa Agro Industries Corponatiad. was instructed
(March 2001) to deposit the outstanding guarantse Reasons for non-
realisation has not been furnished by the Wateo&egs Department.

While accepting the factual position, GovernmentHimance Department
stated (May 2001) that guarantee fees have not pe@h in full due to
cumulative loss of the borrowing institutions. ldded that resort to the
provisions of OPDR Act has not been made as theowarg institutions are
semi-government institutions. The fact remains t@atvernment dues of
Rs.48.89 lakh remained uncollected and no actiahblesn taken except issue
of routine demand notices to collect the Governnaeess.

8.5 Non-realisation of reimbursement of cost of pale personnel \

Rule 526 read with Rule 999 of the Orissa PoliceleRuprovide for
deployment of State Police personnel to differegaaisations/establishments
of the Union Government or other State Governmemisthe basis of
reimbursement of the cost of such deployment bybibreowing agency. As
per the extant procedure, such claims are to bedieally preferred by the
State Government to the borrowing establishments.
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Scrutiny of the records of the State Police Headgusm at Cuttack revealed
non-realisation of revenue of Rs.4.81 crore aslB&ember 2000 in respect
of the following establishments due to inactionimadequate action by the
Department as summarised below:

(Rupees in crore)

Sl.
No.

Name of the
borrowing
establishment

Period

Outstanding
amount

Remarks

A.R.C.,
Charbatia

01 October
1994 to
31Decembe
1994

0.64

In February 1995, Cabin
Secretariat sent a demand d

for Rs.0.64 crore to Secretary
Orissa

to Government of
Home Department,
reimbursement of
deployment of State Police
ARC, Charbatia. The Ban

fo

cost ¢

et
aft

7\_2—0-—‘:'

Draft was however stated to be

not received. No action was
thereafter taken to investigate

the matter or obtain a seco

Bank Draft from the Cabingt
send

Secretariat except to

routine reminders.

nd

Government
of Andhra
Pradesh

08 February
1978 to 04
July 1995

0.38

Department delayed
submitting  Statements ¢
Expenditure to the AG(A&E)
Orissa. The Statement

Expenditure for the perio
1994-95 and 1995-9

amounting Rs.0.12 crore and

Rs.0.08 crore respectively w

submitted to AG(A&E), Orissa
during January 2001. For the

=~ 3

Df

j®N

6

AS

rest of the amount i.e. Rs.0.18

crore (Rs.0.38 crore - Rs.0.20
crore) the details of claim
preferred could not be made

available to audit.

Government
of West
Bengal

21 March
1987 to 27
March 1987

0.01

A cheque was received hut

could not be encashed due

late receipt and returned to DG

Police, West Bengal, durin
July 1994. No further actio
taken to pursue the matt
except issuing routin
reminders.

to

DD O«
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(Rupees in crore)

Sl. Name of the Period Outstanding Remarks
No. borrowing amount
establishment
4 Government | 07 0.35 Claims pertaining to September/
of Punjab September October 1985 has remained
1985 to 06 unrealised for over 15 years.
October Punjab Government had
1985 initially stated that

reimbursement was to be made
by Central Government. But the
latter clarified in January 1995
that Central Government was
not involved. After that, excep
for routine reminders, no
meaningful effort was made to
pursue the matter at
Government level to realise the

—

dues.
5 Government | 08 August 0.20 The matter has remained under
of Bihar 1966 to 01 correspondence between Bihar
August and Orissa Government. |n
1981 August 1995, Bihar
Government requested

Government of Orissa to adjust
the dues of Irrigation
Department of Bihar which was
not accepted by Orissa
Government during February
1996 intimating that the revenue
receipt of Home Department
cannot be adjusted against dues
of Irrigation Department. No
further action was taken to
pursue the claim.

6 MSF 1983 to 3.23 The amount was due fpr
(Machkund 1999 providing security for the
Security Machkund  Hydro  Electrig
Force) Project. The amount has

remained pending due to its
entangling with issue of energy
accounting and due to nop-
reconciliation of accounts. Np
meaningful action was taken to
resolve this issue except to isgue
reminder at level of Director
General of Police.

Total 481
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It was evident that no meaningful action was takeaffectively pursue these
long-pending claims. The lackadaisical approachht® matter was evident
from the fact that an amount of Rs.64.34 lakh (ARGarbatia Rs.63.64 lakh
and Government of West Bengal Rs.0.70 lakh) cowoldbe realised merely
because draft not received or cheque time-barrattlgmt be re-validated or
re-issued. As a result, Government was depriveewdnue of Rs.4.81 crore.

The above matter was referred to the Departmen2@nrpril 2001. No
response was received from them. The material was-dfficially forwarded
to the Secretary to the Government for reply witBiweeks. The matter was
followed up with a reminder to the Secretary on e 2001. However,
inspite of such efforts, no reply was received frofne Secretary
(October 2001).

Bhubaneswar (R.K.GHOSE)
Dated : Accountant General (Audit)-11
Orissa

Countersigned

New Delhi (V.K.SHUNGLU)
Dated : Comptroller and Auditor General of India
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