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This report for the year ended 31 March 2009 has been prepared for 
submission to the Governor under Article 151(2) of the Constitution. 

The audit of revenue receipts of the State Government is conducted under 
Section 16 of the ComptroHer and Auditor General's (Duties, Powers and 
Conditions of Service) Act, 1971. This! Report presents the results of audit of 
receipts comprising sales tax/value added tax (VAT)/ entry tax, taxes on motor 
vehicles, land revenue, stamp duty and registration fees, other tax receipts, 
forest receipts, mining receipts and other departmental receipts of the State. 

The cases mentioned :in this report are: among those· which came to notice in 
the course of test audit of records during 2008-09 as well as those noticed in 
earlier years but could not be. included inthe previous years' reports. 
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( OVERVIEW) 

I (General ) 

This report contains 47 paragraphs including two reviews pointing out 
non-levy or short levy of tax, interest, penalty, revenue foregone, etc., 
involving Rs. 578.83 crore. Some of the major findings are mentioned 
below: 

The Government' s total revenue receipts for the year 2008-09 amounted· 
to Rs. 24,610 crore against Rs . 21,967 crore in the previous year. Of 
this, 45.39 per cent was raised by the State through tax revenue 
(Rs. 7,995 crore) and non-tax revenue (Rs. 3,176 crore). The balance 
54.61 per cent was received from the Government of India in the form of 
State's share of divisible Union taxes (Rs. 8,280 crore) and grants-in-aid 
(Rs. 5,159 crore). 

(Paragraph 1.1) 

As on 30 June 2009, 3,168 inspection reports issued up to 31 December 
2008 containing 8,917 audit observations involving Rs. 3,901.84 crore 
were outstanding for want of comments/fmal action by the concerned 
departments. 

(Paragraph 1.8) 

Test check of the records of sales tax/value added tax (VA T)/entry tax, 
motor vehicles tax, land revenue, state excise, forest receipts, mining 
receipts and other departmental offices conducted during the year 
2008-09 revealed underassessment/short levy/loss of revenue, etc., 
amounting to Rs. 1,502.69 crore in 2,79,083 cases. During the year 
2008-09, the concerned departments accepted underassessment and other 
deficiencies of Rs. 118.21 crore involved in 85,766 cases which were 
pointed out in 2008-09 and earlier years. The departments also recovered 
Rs. 176.26 crore during the year in 5,495 cases. 

(Paragraph 1.13) 

IT [S&!es Tax, Value Added Tax and Entry Tax ) 

A review on "Transition from sales tax to value added tax" revealed 
the following: 

• The reorganisation of ranges and circles was done belatedly. 
Manpower shortage and handling of huge number of assessments 
pertaining to the repealed Orissa Sales Tax Act for 2004-05 and 
earlier years affected the transition process. 

(Paragraph 2.2. 7) 

Chapter-1 figures in tho overview have been rounded off 10 lho nearest crore. 
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• There were various lacunae in the Orissa Value Added Tax 
Act/Rules. Necessary provisions were not made making it 
mandatory for the dealers to furnish, along with the return, the 
supporting documents or evidences. 

(Paragraph 2.2.9) 

• Tax audit of dealers was neglected as there were shortfalls in tax 
audits ranging between 38 and 97 per cent. Audit module in the 
computerised VAT Information System remained non-operational. 

(Paragraphs 2.2.10.3 and 2.2.10.4) 

• There was inordinate delay in submission of audit visit reports as 
well as completion of audit assessments. 

(Paragraphs 2.2.10.5 and 2.2.14.1) 

• Inadmissible input tax credit of Rs. 46.79 lakh was allowed to the 
dealers in respect of the opening stock as on 1 April2005. 

(Paragraph 2.2.11.2) 

Undue concession to the captive power plants installed by different 
industrial units was allowed for which differential tax of Rs. 139.51 
crore was leviable. 

(Paragraph 2.4) 

Tax and penalty of Rs. 14.33 crore leviable on sugarcane, sugar and 
textile fabrics was not levied. 

(Paragraph 2.5.1) 

Penalty of Rs. 11.66 crore leviable for non-submission/delayed 
submission of audited accounts by the dealers was not levied. 

(Paragraph 2.5.2) 

Payment of tax at lower rates by the dealers was irregularly accepted by 
the assessing authorities in assessment resulting in short levy of tax and 
penalty ofRs. 2.31 crore. 

(Paragraph 2.5.3) 

Penalty ofRs. 1.47 crore leviable for suppression ofturnover ofRs. 7.42 
crore in the return by a dealer was not levied in the assessment. 

(Paragraph 2.5.4.1) 

Exemption of sales tax of Rs. 1.40 crore was allowed to two industrial 
units under the sales tax incentive scheme due to erroneous computation 
of tax and in excess of the admissible limit. 

(Paragraph 2.5.5) 
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Ill 

Overview 

Tax on raw tobacco (un-manufactured tobacco) was neither paid by the 
dealer nor was it demanded in the assessment resulting in non-levy of tax 
and penalty of Rs. 1.29 crore. 

(Paragraph 2.5.6) 

Interest and penalty of Rs. 89.65 lak.h leviable for delay in payment/ 
non-payment of tax was not levied. 

(Paragraph 2.5. 7) 

In two cases there was short determination of taxable turnover which led 
to underassessment of tax and penalty ofRs. 3.49 crore. 

(Paragraph 2.6.1) 

Irregular allowance of exempted sale by the assessing authorities without 
supporting declaration forms resulted in underassessment of tax of 
Rs. 1.06 crore. 

(Paragraph 2.7.1) 

A review on "Information Technology audit of "Vahan" in the Motor 
Vehicles Department" revealed the following: 

• Non-imposition of penalty/daily damages amounting to Rs. 1.87 
crore due to delay in completion of the smart card based 
registration certificate project. 

(Paragraph 3.2.8.1) 

• Non-imposition of penalty of Rs. 1.06 crore for not achieving the 
scheduled commercial operation date by the concessionaire. 

(Paragraph 3.2.8.2) 

• Non-imposition of late fine of Rs. 29.31 lakh for delay in issue of 
smart card based registration certificates by the concessionaire. 

(Paragraph 3.2.9) 

• Short realisation of one time tax and non-realisation of entry tax 
due to non-inclusion ofET field in the database. 

(Paragraph 3.2.13.1) 

• Inadequacy of input controls resulting in duplication, of engine and 
chassis numbers. 

(Paragraph 3.2.13.2) 

• Inadequacy of input controls resulting in registration of two or 
more vehicles under the same insurance cover note. 

(Paragraph 3.2.13.3) 
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• Partial data capture resulting in presence of incorrect data in key 
fields. 

(Paragraph 3.2.13.4) 

• Inadequacy of validation controls resulting in capturing of 
irrelevant dates and incorrect values in various fields, rendering the 
database unreliable. 

(Paragraph-3.2.13.5) 

Motor vehicles tax and additional tax of Rs. 63.58 crore including 
penalty was either not realised or realised short in respect of 30,521 
different categories of vehicles. 

(Paragraph 3.4.1) 

Countersignature fee/process fee in respect of 1.44 lakh cases amounting 
toRs. 1.55 crore was not realised from the vehicle owners. 

(Paragraph 3.5.1) 

IV [Land Revenue, Stamp Duty and Registration FeeS] 
Non-fmalisation of alienation cases resulted in non-realisation of 
Rs. 29.26 crore towards premium, ground rent, cess and interest. 

(Paragraph 4.3.1.1) 

Non-raising of demand towards capitalised value of cess from two 
organisations resulted in short demand of Rs. 3.61 crore including 
interest. 

(Paragraph 4.3.1.2) 

Non-raising of demand for premium, ground rent etc. , in respect of an 
encroached land from a local body resulted in non-realisation of Rs. 1.15 
crore including interest. 

(Paragraph 4.3.2) 

Misclassification of instruments resulted in short levy/loss of revenue of 
Rs. 21.54 crore. 

(Paragraph 4.6.2) 

Non-registration of lease deeds/sale agreements resulted m 
non-realisation of stamp duty and registration fee of Rs. 14.80 crore 
though sale agreements executed in three cases and physical transfer of 
land in four cases were completed before April 2008. 

(Paragraph 4.6.3) 

Non-inclusion of development charges of land, ground rent, cess etc., in 
the consideration money resulted in escapement of stamp duty and 
registration fee ofRs. 1.57 crore. 

(Paragraph 4.6.5.1) 
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Overview 

Acceptance of valuation below benchmark value in registration of 52 
documents resulted in short realisation of stamp duty and registration fee 
of Rs. 1 crore. 

(Paragraph 4. 6. 6) 

There was short realisation of stamp duty and registration fee of 
Rs. 97.84 lakh in 87 documents due to non-consideration of highest sale 
value of similar land. 

(Paragraph 4. 7) 

V ( Other Tu: R..,ts } 

There was escapement of profession tax of Rs. 14.00 crore including 
penalty due to non-enrolment of persons liable for payment of profession 
tax. 

(Paragraph 5.3) 

Non-levy of bottling licence fee in respect of export brand beer resulted 
in non-realisation of revenue ofRs. 57.39 lakh. 

(Paragraph 5.4) 

VI ( Poft!Jt R~~ 

vn 

Non-disposal of timber and poles resulted in blockage of Government 
revenue ofRs. 41.66 lakh. 

(Paragraph 6.3.1) 

Interest of Rs. 38.14 lakh from the Orissa Forest Development 
Corporation Limited was not realised though there was delay in payment 
of royalty on timber. 

(Paragraph 6.3.2) 

Non-levy of royalty on coal dispatched from the leasehold area resulted 
in short levy of royalty ofRs. 1.94 crore. 

(Paragraph 7.3.1.1) 

Levy of royalty on processed mineral instead of unprocessed mineral 
resulted in short levy of royalty ofRs. 1.85 crore. 

(Paragraph 7.3.2.1) 

There was short levy of royalty of Rs. 1.42 crore due to levy of royalty 
on limestone at a lower rate considering the mineral as minor mineral, 
though mining lease was granted for major mineral. 

(Paragraph 7.4) 
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VIII [ Other Departmental Receipts) 

Non-levy of special water rate in respect of use of water by Upper 
Indravati Hydro Electric Project resulted in non-realisation of revenue of 
Rs. 200.03 crore. 

(Paragraph 8.3.1) 

Non-raising of demand of special water rate/licence fee on unauthorised 
drawal of water resulted in non-realisation of revenue ofRs. 7.09 crore. 

(Paragraph 8.3.2) 

Electricity duty on loss of energy over and above the admissible 
transmission and distribution loss payable by the licensee was not levied 
resulting in non-realisation of duty ofRs. 6.38 crore. 

(Paragraph 8. 5) 

Failure of the department in ra1smg demand against an electricity 
distribution company towards inspection fee resulted in non-realisation 
of revenue of Rs. 1.18 crore. 

(Paragraph 8. 6) 

Non-levy of interest for delayed payment of electricity duty resulted in 
non-realisation of interest of Rs. 1.69 crore. 

(Paragraph 8. 7) 

Non-recovery of sewerage charges and short recovery of water charges 
from occupants of Government residential buildings resulted in 
non-realisation of revenue of Rs. 3.49 crore. 

(Paragraph 8.8) 
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lJ!.~l . The tax and non-tax revenue raised by the Government of Orissa 
dmin.g the year 2008-09, the State's share of divisible Union taxes and 
grants-in-aid received from the· Government of India during the year and the 
corresponding figures for the preceding four years are mentioned beJtow: 

Revenue raised by the State Goveniment· 

0 Tax revenue 

@Non-tax 
~venue 

Total·· 

• State's share of 
. divistble Union 
taxes 

Total 

m Total receipts of. 
the State 
Government 
(I+ II) 

W Percentage of 
_Ito III 

4,176.60 

1,345.52 

5,522.12 

3,977.66 

2,350.41 

6,328.07 

11,850.19 

The above table indicates that 

_4,876.75 

. 2,673.78 

. 7,550.53. 

i4~0~4.71 

. 6~065.0] 6,856.09 

.··. 2,588.12 .· 2,653.58 

7,99520 

3,176.15 

. 9,509.67 U,ll.711..35 

6,220.42 7,846.50 8,279.961 

3,159.02 4,611.02 5,158.70 

9,379.44 

Jl8,032.63 21,967.ll.9 24,6lldll.®l . 

47.98' 

the State Government· was·· 453 
(Rs. 24,610.01 crore) against 43.•. 
balance 54.61 per cent of receipts, . 

· ihe.,year-200,~-99? the-.r~yenu~.~aised by-. 
'· ··}c~iit 'Of· -the total revenue receipts 

• i:~iit: iri , th'e pre~eding year. : The 
~t>08.:.0? 'was' from fthe Governinent .. 

of India. · '· . 

; : 

··, 
' .. ,·. 

----------.--- ":.'::;,;···;.·'.~ .•·'···.· .· ''. . . ~- ·.·· .. ··:· .. 'l·,.:··. 
For details, please see Statement No, 11-Detailed accounts0of:1~Y-~~~~· .. ?.Y;ni,morhe~ds m'the_,Finance Accounts oftlje:G~vo;inment Of .. ,. 

Orissa for the year 2008-09. Figures under the minor head901:S~are of net pro'cee~ ,;.~igried.to tlie States under ihe major !ieads'Op20 _: .. 
· . ~ ·)·~ ·r . ' ~-· :: · :: -: ... -, . . 1 • 1 ~ _ . -, . · _. : · :' :- ! -- : 

Corporation tax; 0021·" Taxes on income other than corporation tax;-OQ28." Other taxes_on mcome and expenditure; 0032'c'faxes O.J1_ ,. 
• - • : ', :\ : -~- . ·-.;. . ... . . . !'. . ~ l : . : ) : ~ . (• ... : . ; . , ··. 

wealth; 0037- Customs; 0038- Union excise duties; 0044 .':service iaX1and."0045 -:Other taxes and duties,on commodities and services : 
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Audit Report (Revenue Receipts) for the year ended 31 March 2009 

1.1.2 The following table presents the details of tax revenue raised during 
the period from 2004-05 to 2008-09: 

_____ 1. __ Sales tax/VAL ___ 2,061.23 2,524.18 3,042.34 3,567.16 4,268.72 (+) 19.67 

Central sales tax 410.16 487.55 722.48 551.27 534.61 (-) 3.02 

2. Taxes and duties 
on electricity 

261.89 353.13 282.58 327.46 365.03 (+) 11.47 

3. Land revenue 131.59 69.62 226.38 276.16 348.79 (+) 26.30 

4. Taxes on 
vehicles 

338.11 405.86 426.54 459.42 524.43 (+) 14.15 

5. Taxes on goods 
and passengers 

384.93 463.34 574.00 626.90 638.32 (+) 1.82 

6. 
1 

State excise 306.61 389.33 430.07 524.93 660.07 (+) 25.74 

7 .. Stamp duty and 
• ..-,, '•'••··~ Jo,',h\\_. • •·• ·.registration fees 

197.87 236.06 260.49 404.76 495.66 ..(+) 22.46 

8. Other taxes and 

25.14 6.75 
duties on 
commodities 

26.59 31.59 47.39 (+)50.02 

and services 

9. Other taxes on 
income and 
expenditure-tax ' 
on professions, 59.07 66.46 73.60 86.44 112.18 (+) 29.78 
trades, callings 
and 
employments 

Total 4,176.60 5,002.28 6,065.07 6,856.09 7,995.20 

I 
The reasons for variation in receipts for 2008-09 from those of 2007-08 in 
respect of principal heads of revenue were as follows: 

Sales tax!V AT: The increase (19.67 per cent) was mainly due to increase in 
the number of assessees, system development and overall better 
administration. 

Land revenue: The increase (26.30 per cent) was mainly due to conversion of 
land, alienation of land to different agencies and collection of premium thereof 
and collection of more royalty. 

Taxes on vehicles: The increase (14.15 per ceni) was mainly due to increase 
in vehicle population, better enforcement activities and effective supervision. 

State excise: The increase (25.74 per cent) was mainly due to opening of new 
outlets and increase in lifting oflndia made foreign liquor and beer. 
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Chapter I: General 

The other departments did not intimate (October 2009) the reasons for 
variation in receipts from those of the previous year despite being requested in 
April2009. 

1.1.3 The following table presents ,the· details of major non-tax revenue 
realised during the period 2004-05 to 2008-09: 

1. Non-ferrous 670.52 805.03 936.60 1,126.06 1,380.60 (+) 22.60 
mining and 
metallurgical 
industries 

2. Forestry and 84.72 . 59.13 130.63 82.66 139.29 (+) 68.51 
wild life 

3. Interest 249.04 298.02 398.42 570.39 654.67 (+) 14.78 
receipts 

4. Education 15.76 42.99 41.94 41.95 10.65 (-) 74.61 

5. Irrigation & 40.45"• 44.05 54.41 48.90 52.95 (+) 8.28 
inland water 
transport 

6. Public works 17.05 18.23 24.96 31.61 38.31 (+) 21.20 

7. Police 21.24 23.05 23.39 29.17 22.25 (-) 23.72 
receipts 

8. Medical and 12.98 9.26 13.07 14.28 32.18 (+) 125.35 
public health 

9. Power 4.19 2.91 1.23 1.05 0.63 (-) 40.00 

10. Miscella- 31.70 7.62 777.36 396.95 388.85 (-) 2.04 
neous generai 
services 

11. Other non-tax 160.97 212.51 169.28 290.96 444.38 (+) 52.73 
receipts 

12. Co-operation 2.72 2.13 2.39 2.29 2.01 (-) 12.23 

13. Other 34.18 6.97 14.44 17.31 9.38 (-)45.81 
administrative 
services· 

Total 1,3415.52 1,531.90 2,588.12 2,653.58 3,176J.S 

The reasons for variation in receipts for 2008-09 from those of 2007-08 in 
respect of principal heads of revenue were as follows: 

Non-ferrous mining and llletallurgical indust:ries:The increase (22.60 per 
cent) was mainly due to increase in dispatch of coal, bauxite, manganese and 
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.Audit Report (Jl£11e~ure Receipts) for the year emled 31 March2009 

"limestone ·as compared to the previous year and increase in coHection of 
revenue from minor minerals. 

Forestry anrll ri«llife: The increase (68.51 per cent) was mainly due to 
deposit . of excess amount by the Orissa Forest Development Corporation 
(OFDC) Limited towards kendu leaves. 

Police receipts: The decrease (23; 72 per cent) was mainly due to 
non-payment of arrear dues by. the. South Eastern Railways, East Coast 
Railways, Aviation Research Centre, Charbatia and Machhkund Security 
Force. 

The other departments did not intimate (October 2009) the reasons for 
variation in receipts from those of the previous year despite being requested in 
April2009. . .. 

The variations between the . budget estimates and actuals of revenue receipts 
for the year 2008-09 in respect of principal heads of tax and non-tax revenue . 
are mentioned below: · 

1. Sales taxN AT 4,770.37 4,803.33 (+) 32.96 (+) 0.69 

2. Taxes on goods and 
580.90 638.3+ (+) 57.42 (+) 9.88 

passengers 

3. Taxes and duties on 
379.72 365.03 (-) 14.69 (-)3.87 

electricity 

4. Land revenue 260.24 348.79 (+) 88.55 (+) 34.03 

5. Taxes on vehicles 590.79 524.43 (-) 66.36 (-) 11.23 

6. State excise 620.76 660.07 (+)39.31 (+) 6.33 

7. Stamp duty and 
350.54 495.66 (+) 145.12 (+) 41.40 

registration fees 

Non-tax revenue 

8. Mines and minerals 1,250.00 1,380.60 (+) 130.60 (+) 10.45 

9. Forestry and wildlife 127.52 139.29 (+) 11.77 (+) 9.23 

10. Education 43.86 10.65 (-) 33.21 (-) 75.72 

11. Interest receipts 310.00 654.67 (+) 344.67 (+) 111.18 

12. Police receipts 45.60 22.25 (-) 23.35 (-) 51.2i 

The reasons for variations in the budget estimates and the actuals as furnished 
by the department concerned were as follows: 

4 

r 

[ 
j; 



Chap(er I: General 

Land revenue: The increase (34.03 per cent) was mainly due to conversion of 
land, alienation of Government land to different agencies and collection of 
premium thereof and collection of more royalty. 

Taxes on vehicles: The decrease :(11.23 per cent) was mainly due to 
downward trend in registration of new commercial vehicles as compared to 
the previous year. 

Forestry and wildlife: The increase (9 .23 per cent) was mainly due to deposit 
of excess amount by OFDC Limited towards kendu leave.s. 

Police receipts: The decrease (51.21 per cent) was mainly due to non
collection of arrears from the South Eastern Railways, East Coast Railways, 
Aviation Research Centre, Charbatia and Machhkund Security Force. 

The other. departments did not intimate (October. 2009) the reasons for 
variation despite being requer:ted in April2009. 

. ' 

The break up of total collection at pre-assessment stage and after regular 
ass~~~fu~nt oLs(lles tax/VAT, prof(3ssion tax, entry tax, luxury tax and 
ent~rUiininent tax for the year 2008-09 and the· corresponding figures for the 
preceding twoyears as furnished by the department is mentioned below: 

2006-07 3,592.01 136.46 84.08 39.73 3,772.82 95.00 

2007-08 4,036.30 31.66 77.69 27 . .22 4,118.43 98.01 
·' 

2008-092 4,790.08 15.19 32.26 34.19 4,803.34 99.72 

Profession tax 

2006-07 . 69.98 0.10 70.08 99.00 

2007-08 76.85 0.11 0.20 77.16 99.60 

2008-092 91.96 0.02 0.08 92.06 99.89 

Entry tax 

2006-07 537.82 30.49 .. 5.39 0.18 573.52 93.70 

2007-08 612.71 19.84 8:61 0.29 640.87 95.61 

2008-092 629.94 7.52 2.37 0.84 638.99 98.58 

.Luxury tax 

2006-07 0.01 0.01 100.00 

2007-08 0.01 0.01 100.00 

2008-092 0.03 0.03 100.00 

2 Figures as furnished by the department are at variance with the Finance Accounts. 
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2006-07 

2007-08 

2008-092 

2.46 

2.,45 

2.33 

0.01 

0.08 

0.19 

0.07 

2.54 

2.65 

2.40 

97.00 

92.45 

97.08 

Thus, thE collection oflax··afpre:a::s·sessmeiit stage duriJg the last three years 
ranged between 92.45 and 100 per cent. 

The gross collection in respect of major revenue receipts, expenditure incurred 
on their collection and the percentage of such expenditure to gross collection 
during the years 2006-07, 2007-08 and 2008:-09 along with the relevant all 
India average percentage of expenditure on collection to gross collection for 
2007-08 are mentioned below: 

2007-08 4,863.36 30.11 0.62 

2008-09 5,601.22 44.45 0.794 

Taxes on 2006-07 426.54 12.25 2.87 
vehicles 2007-08 459.42 14.71 3.20 ::_,z'~'58 

2008-09 524.43 32.59 6.21 

State excise 2006-07 430.07 15.28 3.55 .. 

2007-08 524.93 17.54 3.34 3.27 

660.07 24.76 3.75 

Stamp duty and 260.49 10.92 4.19 
registration fees .Jl.81 . 2.92 2':09 

. '.: ~ 

2008-09 495.66 15.23 3.07 

Figures as furnished by the department are at variance with the Firiance Accounts. 

4 Percentage of expenditure to gross collection for 2008-09 includes entry tax, entertainment tax and profession tax in addition to sales 

tax/VAT. 
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··.:.·.:. 

The above table indicates that percent~ge of expenditure on gross collection in 
respect ofsales tax was lower.than.the all India average percentage while in all 
other ca~es it vvas higher. 

The inc~ease (41.16 per ~ent) in expenditure on collection of taxes on vehicles 
was stated to be due to increase in plan expenditure like road safety awareness, 
modernisation in the department and creation of new regional transport 
offices. 

As on 31 March 2009, the arrears of revenue under principal heads of revenue . 
as reported by the departments were aggregating Rs. 5,460;92 crore as 
mentioned in the following table: 

1,274.34 
..... r· .. 

. · · .. 
·' ., 

~ Departmental 1,399.96 
authorities 

j~· ~ Supreme Court/High 617.57 
Court 

" Demands covered by 291.16 
certificate 

.•.: proceedings/tax 
recovery 

" Amounts proposed to 5.54 
be written off 

2. Entry tax 110.57 17.44' 

23.67 

" Recoveries stayed by 33.96 
departmental authorities 

" Demand stayed by the 42.68 
High Court 

., Demand covered by 10.26 
certificate/tax recovery 

3. Entertainment 6.56 5.11 
tax 4.46 

1.80 

0.18 

~· 
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5. 

6. 

7. 

8. 

9. 

Land revenue 

Other 
departmental 
receipts 
(Jient) 
General 
Administra
tion 
department 

Forest 
receipts 

Police 

10. Taxes on 
vehicles 

NA-Not available 

30.45 

8.37 3.09 

81.24 NA 

39.59 10.80 

154.24 NA 

129.01 NA 

6 · Orissa Tribal Development Co-operative Corpora:ion. 

3.17 

5.01 

0.91 

3.41 

0 

" Other agencies 

Of the arrears Rs. 2.31 crore is proposed to be 
written off. 

0 

51.77 
certificate 
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11. State excise 21.01 

12. Illterest 141.15 

-..... · 

.;, 

... :·._. · . 

. : .... ,·::'· 

NA 

.. 

.. 

.. 

NA .. 

.. 
... 
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Audit Report (Revenue Receipts) for the year ended 31 March 2009 

(Rupees in crore) 

SL Heads of Amouatof Arrears Remarks 
0 reveaue arreanasoa morethu 

31 March Rveyean 
1009 old 

0 Panchayat Samiti 0.34 
Industries loan 

13. Electricity 1,025.5 1 NA Of the arrears Rs. 1.85 crore was covered under 
duty certificate proceedings and Rs. 707.42 crore 

was locked up in litigation in the Supreme 
Court/High Court/other judicial authorities. 

14. tationery & 0.86 0.08 Stages at which arrears were pending was not 
printing furnished by the department. 

15. Guarantee fee 0.45 NA Co-operation department 

16. Cooperative 1.04 NA Recoverable amount 0.88 
receipts 
(Audit fee) Proposed to be written off 0.16 

17. Dividend 0.14 NA The arrears were due from -
receipts • Orissa Oil Industries 0.11 
(Industries 

Orissa Ceramic 0.01 department) • 
Industries 

• Pilot project companies 0.02 

18. Miscellaneous 7.90 NA The arrears were due from -
General • Industrial 7.87 
service Development 
receipts Corporation 
(Industries 

Panch~yat Samiti 0.01 department) • 
industrial units 

• Pilot project companies 0.02 

19. Village and 0.28 NA The arrears were due from -
small • Industrial estate rent 0.12 
industries 
receipts • Government Pottery 0.15 

(Industries Centre, Jharsuguda 

department) • Miscellaneous receipts 0.01 

20. Mining 11 3.3 1 7. 15 The stages of recovery were as under: 
Receipts • Demand covered by 1.50 

certificate proceedings 

• Demand locked up in 1.72 
litigation in the High 
Court and other 
judicial fora 

• Amount under dispute 3.62 

• Amount covered under 2.34 
write off proposal 

• Recoverable amount 104.13 

Total 5,460.92 97 1.95 

1.6 Arrears in assessments 

The details of the ca es pending assessment at the beginning of the year 
2008-09, cases becoming due for assessment during the year, cases disposed 

10 

I 

I 



. during the year and the number of :cases · pending at the ·end of the year 
2008-09 in respect of sales tax!V AT, profession tax and entry tax and the 
corresponding figures in respect of sales tax and entry tax for the preceding 
fo:ur years as furnished by the department were as under: 

The. above table indicates that the percentage of assessments completed under 
the above heads during the years from 2004-05 to 2008-09 ranged between 
23;85 and 96.99per cent. 

. . . 

The . number of cases of evasion of· tax· detected and assessments. fmalised · 
during 2008-09 as reported by the Commercial Tax Department are mentioned 
below: 

•·Tlms, disposal ofdetected:cases was 43.85 per cent. The department did not 
. fumishthe revenue involved in the pending cases. . . 

: . ..·· . . . 

7 . · : ·.Includes 26; 715 cases relating to central sales t3x not furnish~d bytheDepartnie~t up to 2006-07. 



A udit Report (Revenue Receipts) for the year ended 31 March 2009 

1.8 Failure to enforce accountability and protect interest of the 
Government 

Audit observations on incorrect assessments, short levy of taxes, duties, fees 
etc., as also defects in the maintenance of initial records noticed during audit 
and not settled on the spot are communicated to the heads of 
departments/offices and other departmental authorities through inspection 
reports (IRs). The heads of departments/offices are required to take corrective 
action in the interest of revenue and furnish compliance withi n a period of one 
month. 

The number of IRs and audit observations relating to revenue receipts issued 
upto 31 December 2008 which had not been settled by the departments as on 
30 June 2009 along with the corresponding figures for the preceding two years 
are mentioned below: 

2007 2008 2009 

umber o f IRs pending settlement 3,368 3,3 16 3, 168 

umber of outstanding audit 
9,772 9,429 8,9 17 

observations 

Amount of revenue involved 

(Rupees in crore) 
2,576 .2 1 3, 144.73 3,901 .84 

Department wise break up of IRs and audit observations outstanding as on 30 
June 2009 is mentioned in the fol lowing table. 

Department Nature of Number of Amount Year to No. of IRs 
receipts outstandin£ of receipts which to which 

IRs Audit involved obsen ations first reply 
observ- (Rs. in relate not 
a lions crore) receh·ed 

Finance Sales tax 538 1,570 529.47 198 1-82 to 37 
2008-09 

Value added 21 38 139.08 2007-08 and 22 
tax 2008-09 
Entertain- 44 59 1.44 1984-85 to -
ment tax 2003-04 
Entry tax 153 255 77.75 2002-03 to 28 

2008-09 
Commerce Taxes on 252 2,525 4 16.08 1997-98 to 2 
and transport vehicles 2008-09 
(Transport) Taxes on 70 237 1.09 1973-74 to -

goods and 1987-88 
passenger 

Revenue Land revenue 707 1,55 1 832.3 1 1985-86 to 147 
2008-09 

Stamp duty 473 745 518.06 1977-78 to 173 
and 2008-09 
registration 
fees 

Excise State excise 2 18 450 132.79 199 1-92 to 18 
2008-09 

Forest and Forest 484 1, 107 267.38 1981-82 to 72 
environment receipts 2008-09 

12 
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Energy 

Food 
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welfare 

. General -do-
administration 

-do-
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18 
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Chapter I: General 

168 686.51. 1992-93 to 2 
2008-09 

25 16.08 1995-96 to 
2006-07 

30 3.08 1998-99to 3 
2008-09 

1 0,02 2003-04 

4 6.90 

. : ·. . . 

It indi~ates that the heads · of departments/offices, whose records were 
i~spectedby the Accountant General (Comniercial, Works & Rec.eipts Audit), 
failed . to .. discharge due responsibility as. they . did not send reply to a large 
number of IRs/paragraphs and also did not take any rep1edial measures for the 
defects,. omissions and.· irregularities pointed .out by the AG. Since the 
Oritstimdirig amount represents unrealised revenue, the Government needs to 
take speedy atid effective action on the issues raised in the IRs. - . . . . . 

In order to expedite settlement ofthe outstanding audit observations contained 
in.' the IRs, departmental· audit. ·coriunittees .. •have been constituted by the 
Governm.ent. The representatives of the Finance Department, Administrative 
Department and office ofthe AG attended the meetings of the committee. The 
committees · are expected to · meet regularly to expedite clearance of the 

.. outstanding audit observations and ensur.e that final action is taken on all audit 
observations outstanding for· more thch~a yeaL Department wise position of · 
audit committee meetings hdd during • the year. 2008-09 . is furnished in the 
following,table: · 
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However, no audit committee meeting was held during 2008-09 in Revenue 
department in respect of stamp duty and registration fees, Food Supplies and 

· Consumer Welfare, Energy andCo-operation departments. As the pendency of 
IRs and paragraphs are accumulating;.· the ·Government may instruct all the 
departments to conduct more audit conimittee meetings to expedite cleanince. 

The Government of Orissa, Finance Department, in their circular 
memorandum instructed (May ·1967) various departments of the Government 
to submit compliance ·. to draft audit paragraphs·· (DPs) proposed by the 
Accountant General for inclusion in the Audit Report of the Comptroller and 
Auditor General of India (CAG), within six weeks from the date of receipt of 
such DPs. The above jnstructions were reiterated {December 1993) while 
accepting the recommendation of the High Power Committee on response of 
the State Governments to the Audit Reports of. the CAG. The DPs are 
normally forwarded by the AG to the Principal Secretary/Secretary of the 
Administrative Department concerned through .. demi -official letters seeking 
confmi1ation of the factual position and connnents thereon within the 

· ·.· stipulated period of six weeks. · 

Fifty DPs including two reviews (clubbed in 4 7 paragraphs) being. considered 
for mclusion in this Report ·.were demi:-officially forwarded to the 

. Secretaries/Principal Secretaries of the · concerned departments between 
January and September2009 with a request for verification of the factual 
position and also for comrrients thereon. Demi.,official reminders were also 
issued after the expiry of six weeks time in each case. The position ofresponse 
to the draft paragraphs is mentioned in the following table. . 

Finance Sales tax & entry tax ' 
2. Trans ort (Motor vehicles tax · 10 
3. ·Excise Excise duty and fees) 2 2 
4. Forest and Enviro:innent (Forest . 

2 2 recei ts) 
5. Steel & Mines (Minin recei ts) 4 
6. Revenue (Land revenue, stamp. 8 

duty and re istration fees) 
7. · Waterresources 

8. Energy 
.. 

l 

9. 

24 26 

8 __ Of t)Jis, out of three c~es in\'olved in a drat para, reply in respectof one"c~se received:: 

·-.. ---

/ 
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. I. 

: . . . : ' . ·. 

According to the instructions issued by the Finance Department in December 
1993, aU .the _departments are required -to furnish explanatory memoranda to 
the Orissa Legislative Assembly in respect of the paragraphs included in the 
Al1ditRep6rts within thfee11lonths oftheReport being laid on the table of the 
House. . .. . . . 

R.eview of qutstanding explanatory memoranda on paragraphs included in the 
reports of the CAG (Revenue Receipts) as of S~ptember 2009 disclosed that 
the departments had not submitted remedial explanatory memoranda on 20 
paragraphs. for the years from 1999-'2000 to 2007~08 as mentioned below: 

. . •. -. ' • . • c• 

. ·Thus; non-compliance to the audit paragraphs stood at 8.47 per centof total 
paragtaphs-(2J6)_presentedto the Assembly during the rdatedyears. · 

with a view.to ensuring accountability ofthe-executive in respect- of an the 
issues dealtwith inthe Audit Reports;: the Public Accounts Committee (PAC), 

· ___ as early as iJ1l\1ay 1966, issuediristnict!ons to all the. departments of the State 
Govermiient to subriiit. action taken notes (ATN) on the recommendations 

_ rnade bythe PAC fot:·:flirt.her cOnsideration. within .six months of the 
presentation of the PAC Report to the Le·gislature. It was noticed from the 

·PAC reports submitted during· loth, 11th, 1ih and 13th Assembly that 56 
Reports contairiing -501 paras/recommendations_ were presented by the PAC 
before the Legislature betweei1February 1991 and December 2008 after 
examination of the Audit Report (Revenue Receipts} of 14 departments fm the 

· year:s I985-86Jo 2005~66. :However, ATNs.have.notbeenreceived.in respect 
. of 53 recommendations of the PAC from nine departments9 as of 

Septernber2009; .·- · · · · · 
,. ··. . . ' . . : .. 

. ·. -·. . . ·__ . . . . . . . . ' . . . . 

Agriculture, Energy, Excise,- Forest and Envii-~run~n~ Home, Law,. Revenue an(! Disaster Management, Steel ·and Mines and Water 
. . . . . 

Resonrces' Depar!nlents. 
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This indicates that the executive failed to take prompt action on the important 
issues highlighted inthe Audit Reports that involve umealisedrevenue. 

In the Audit Reports 2003~04 to 2007..,08, au4ifobservations relating to under 
assessments, non/short levy oftaxes, loss of revenue, failure to raise demands, 
etc., involving Rs. 2,257.26 crore were included. Ofthese, as of October 2009, 
the departments concerned had accepted under assessments and other 
deficiencies involving Rs. 867.57 crore. and had recovered Rs. 353.13 crore. 
Audit Report wise details of amount accepted and revenue recovered are as 
tinder: · 

1. 2003-04 558.63 37.94 10.02 

2. 2004-05 560.81 221.43 45.56 

3. 2005-06 136.70 4737 21.61 

,4. 2006-07 516.32 431.34 ·. 273:81 

5. 2007~08 484.80 129.49 2.13 

Total 2,257.26 867:57 353.].3 

Test check of the records of sales tax/value added tax (VAT)/ entry tax, motor 
· vehicles tax, land revenue, state excise, forest receipts, mining receipts and 
. other departmental. offices conducted during the year 2008-09 revealed 
underassessment/short levy/loss of revenue, etc.,amounting to Rs~ 1,502.69 
crore in 2,79,083 cases. During the year 2008-09, the concerned departments 
accepted underassessment and other deficiencies • of Rs. 118~21 crore involved 
in 85,766 cases which were pointed out in 2008-09 and in earlier years. The 
departlllents also recovered Rs. 176.26 crore during the year in5;495 cases. 

The report contains 47 paragraphs inell1ding t\V~ ~eviews relating to under 
assessment/non/short levy etc: involving Rs. 578.83 crore. The department/ 
Govemmentaccepted audit observations involving Rs. 65.64 crore ofwhich 
Rs. 3 ;pS crore had been recovered upto October 2009. These are discussed in 

' succeeding: chapters II to VIII. · · 

....... ; 



Test check of the assessments, refund cases and other records on sales tax, 
value added tax (VAT) and·entry tax in commercial tax offices during· the year 
2008-09 revealed underassessment of tax, non/short levy of tax/surcharge/ 
interest/penalty, incorrect grant of exemption, incorrect computation of taxable 
turnover, application of incorrect rate of tax etc., amounting to Rs. 310.61 
crore in 340 cases which fall under the following categories: 

Sales tax/VAT 

1. Transition from sales tax to value added tax 3.39 
(A review) 

2. Undue concession to captive power plants of 17 139.51 
industrial units 

3. Underassessment of tax due to incorrect grant of 68 51047 
exemption 

4. Underassessment of tax due to application of 49 41.99 
incorrect rate of tax I • 

5. Short levy -of tax due to incorrect computation 34 24.04 
of taxable turnover 

6. ··Non/short levy of surcharge/interest/penalty· 33 3.68 

7. Other irregularities 39 18.69 

Total 241 282.77 

Entry tax 

L Incorrect computation of taxable turnover 49 14.70 

2. . Non/~hort levy of penalty 24 5.77 

3. Application of incorrect rate of tax .] II 3.68 

4: Underassessment of tax due to grant of incorrect 10 3.19 
exemption 

5: Other irregularities 5 0.50 

Total 99 27.84 

Grand tot~l · 340 310.61 

During the year 2008-09, the department accepted underassessment etc., of 
· Rs~-4~88 cfore~iri"82J. cases; which were· pointed· out in audit;rn'earlier'Years. ·Of 
these, the department re¢overed Rs. 73.65.lakh in 23 cases. 

A review on 6'Transition from sales tax to value added ta:x:" involving 
Rs. 3.39 crore and a few illustrative audit. observations involving Rs. 179.35 

· crore are discussed in the following paragraphs. 
. . . . . . .· . ~ 
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Highlights 

Th~ reorganisation of ranges and circles was done belated!y. Manpower 
shortage and handling of huge number of assessments pertaining to the 
repealed Orissa··Sales Tax Act, for 2004-05 and earlier years ·affected the 
transition process. . 

(Paragraph 2.2. 7) 

There were· various lacunae in the Orissa Value Added Tax Act/Rules. 
Necessary provisions were not made making it 111andatory for the dealers to 
furnish, along with the niturn~ the supporting documents or evidences. 

(Paragraph 2.2.9) 

Tax audit of dealers was negiected as there were shortfalls in tax audits 
· ranging between 38 and 97per cent. Audit module. in the computerised VAT 

Information System remained completely non-operational. 

(Paragraphs 2.2.1 0.3 and 2.2.1 0.4) 

There was inordinate delay in: submission of audit yisit reports as weH as 
completion of audit assessments. ·.· 

(Paragraphs2:2.10.5 and 2.2;14.1) 

Inadmissible input t~ credit ()f Rs. 46.79 lakh was allo~ed to the dealers in 
respect of th~ opening S!o'Ci( as On i April 2005: :' ' .' ' . ' 

I ' 

. / (Paragraph 2.2.11.2) 

...... : .. : 

The Empowered Committee of State Finance Minister~ in a conference held 
on 16 November 1999 issued a :'V/hite P~per' rbr intro-duction of Value Added 
Tax (VAT) . in India. ·According!),:;· the; tbiliniiit~~ ~ urt~nimously decided in 
January 2002 to implement VAT. The w.hit~-:·p~per-~·envisaged that after 
introduction of VAT" · · · · · 

·);> The cascading effect of the existing taxation l~ws of the States would 
be eliminated due to· credit of tax paid .on purchase for resale or for use 
in manufacture. , · .. 

Other ·taxes would :be -abolished and· overall tax burden would be . -- . . : . . 

rationalised. The Central Sales T;:tx would _also be phased out. 
. . ."7 . -. ~ . ' ' 

);>., ·:. OveraULtax would increase and there would .be. higher revenue growth. -· · 

);> There would. be sel'fassessment' by the dealers' and set off would be . 
given for input and tax paid on previous purchases. 



Chapter II: Sales Tax, Value Added Tax and Entry Tax 
. . 

The Government of Orissa repealed the Orissa Sales Tax (OST) Act, 1947 and 
enacted the Orissa Value Added Tax (OVAT) Act, 2004 effective from· 
1 April 2005. · · 

Some of the· differences between the newly intro.duced OVAT }\ct and tlie 
repealed Act are as under: · . . . · - · .· . .· · 

);> While the VAT is ~-multi point taxation system, the repealed Act had a 
single point taxation systein. . -· · . .· . . 

);> · The VAT. system relies more on the de~Iers to pay tax .. willfully and .. 
submit self assessed returns Whereas under the repealed Act supporting 
documents were required to be produced along with the returns. · _ 

~ The VAT Act provides foriclentifitation of20per centofthe dealers10 

_for tax audit. _No · nqrm has· been: :(ixed for ~eparate assessment and th~. .. . 
. nmnber of assessments depends on the results of {ax atidits whereas •.. 

under the repealed Act, hundredper cent dealers were being assessed; .. 

);> The executives have a reduced control over the dealers under the VAT · 
regime whereas it had more cbntrol over the dealers earli~r . 

. Under the·OSTAct the goods were taxable under sixdifferenttax groups i.e. ·. 
one per cent, two per cent, four per· cent, eight per cent, 12 per cent and 20 
per cent under two schedules. Inaddition, surcharge atthe rate oflOper cent 
of the tax assessed was also leviable on goods other.than the qeclared goods. 
Under the OVAT Act, the goods are taxable under four different tax· groups 
i.e. one per cent, four per cent, 12.5 per cent and 20 per cent under tWo 
schedules and there is no provision for levy of surcharge. 

The review was taken up covering the: tax period from 2005-06 to 2007-08 to 
study the-measures taken by the Government for smooth transition from QST 
to 0 VAT. The "review revealectgeficiehcie~ __ in: the transition prO<;ess as well as 
a number of other deficienCies which have been discussed iri the succeeding 
paragraphs .. 

. . . . . 

The OVA TAct is administered by the Commissioner of Commercial TaXeS 
(CCT). under the administrative control .• of th~ Finance Department He is 
assisted by the Additional Coinmissioners of Commercial Taxes. (Addl. 
CCTs), Joint ·commissioners of Commercial Taxes (JCCTs), ··Assistant· 
CommissioriersofCommercial Taxes (ACCTs}and Commercial Tax Officers 
(CTOs): The organisation of the Commercial.tax department at the field lever .. 
under the OST arid OVAT regimes is given in the following table. 

10 .·In case o-f large taJqjayingdealers tax audit of all the d~a!ers under a. Range w~ lobe covered within an audit cycle of two years . 
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. -

:. Units onax:··_. - Undei'Jhe.OST- ;:;)K'· :. ·_·_:-.l]ril:letthe OV AT>r_egime· :) < ,;·_?; ./-, 
:'administration··· ·.· ;_ -. 'r~giliie· -_-· < ·•Upto:31March20Q8 _ Aftei31;March 20()8;;,):_, 

·1,·--·,,_-:·.-. ·.,..,:- '·: - .. 

;:. ··- ~ . ~ • · _'Number:: ~--~~~de1 ·.:N~~ber · . Heade_d: 1- Numb~I\ I\.; _ He_a~~_dby--- _ 
~-: ·--- .. - .-,~~/ · .. •. _,_ . :':-: ' . by> ' /; . .;" -··.' . by,:., -· - - . ' '. 
Ranges 9 ACCT 10. ACCT · 12 ACCT upto 7 

August 2008 and 
redesignated as 
JCCT thereafter 

Circles 29 CTO 44 CTO 44 CTO upto 7 
August2008 and 
redesignated as 
ACCT thereafter 

-li~;2~•3S;{,AJi~Hril6]~cJi:f.es\ 
·The review was conducted to ascertain whether:-

(i) 

(ii) 

(iii) 

(iv) 

. . _. .. . ·. . 

Planning for implementation and the transition from-the OST Act to . 
OV AT Act was effectedtimely and efficiently; 

organisational structure was adequate. and.effective; 
. ' . ·. .• . . 

the provisions of the OVAT Act a:ndthe Rules made thereunderwere 
adequate and_ enforced properly to safeguard the revenues o( the State; 
and 

the internal control mechanism existed in the Department . and was 
adequate and effective to prevent leakage of revenue .. 

~:-2:;t~~,s~oi>~'-~n~a~·me.tli94.·t>t6fi~~:~tiall(:ft~ 
The review was conducted between October 2008 and April 2009 in 15 cirCles 
and nine related ranges 11 covering the tax period from20os:..o6 to 2007-'08. Of 
the above, 14 circles 12 and their connected ranges· were selected on the basis of . 
stratified random sampling method and Cuttack II circle was taken up for 
review on best judgment basis. Filing and scrutiny ofretums, tax audit and 
audit assessment and monitoringofrefund cases were identified as riskareas. 

\2-:i'~sk:A.Hf~Qwi~ag~ili~n~ 
The Indian Audit and Accounts Department acknowledges the co~operation of 
the Finance Department in providing necessary information to audit. The· audit 
objectives, criteria .and methodologies were disc11ssed with the officers of the 
Commercial Tax Department in a11 entry conference held on·22 October 2008 .. 
However, no exit conference could be held, though requested. 

1! Balasore, Bolangir, Cuttack I, Cuttack II,' Ganjam, Koraput, Puri, Samba! pur and Sundargarh. 

12 Bhadrak, Bhubaneswar II, Bhubaneswar IV, Bolangir, Cuttack !-(City), Cuttack I (East), Dhenkanal, Gajapati, Ganjam II. Kendrapara. 

Malkangiri, Nuapada, Rourkehi II and Samba! pur II. 

20 



Chapter II: Sales Tax, Value Added Tax and Entry Tax 

!Audit finding~ 

~.2.6 Pre-VAT and post-VAT tax collectio~ 
The comparative position of pre-VAT (2002-03 to 2004-05) sales tax 
collection and post-VAT (2005-06 to 2007-08) tax collection including VAT 
and the growth rate in each of the years is furnished below: 

Pre-VAT Post-VAT 

Year Actual Percentage Year Actual Percentage 
collection of growth collection of growth 

(Rs. in crore) _(Rs. in crore) 

2002-03 1,532.69 13.49 2005-06 2,524.1 8 22.46 

2003-04 1,546.47 0.90 2006-07 3,042.34 20.53 

2004-05 2,061 .23 33.28 2007-08 3,567.16 17.25 

3 3.2 8 
35 

30 25 

25 20 

20 13 .4 9 1 5 
1 5 

1 0 
10 

2002-03 to 2004-05 2005-06 to 20 07-08 

The average growth rate during 2002-03 to 2004-05 under the repealed Act 
was 15.89 per cent while the average growth rate for 2005-06 to 2007-08 
under the OVA T Act was 20.08 per cent. Thus, the average growth rate in the 
post VAT period registered an increase of 4.19 per cent. However, the 
percentage of growth is declining from year to year. 

~.2. 7 Preparedness and transitional proces~ 

2.2. 7.1 Planning for implementation of VAT in the State 

The OVA T Act, 2004 enacted by the State Legislature received the assent of 
the President of India in March 2005 and was published in the Orissa Gazette 
in the same month. The implementation of the Act was made effective from 1 
Apri l 2005. 

2.2. 7.2 Creation of awareness among the stakeholders 

During the in itial period before and after introduction of the OVA T Act, the 
State Government publicised the contents and intents of the Act in the local 
newspapers as well as in the electronic media for generating awareness among 
the stakeholders. 

2 1 
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2.2. 7.3 •· Computerisatiim of Taxation Department · 

The system· of administration of VAT.was computerised·through the VAT 
Information System (VA TIS) application softWare: There were various 
deficiencies in the VA TIS, which were reported in panigraph 2.2 of the.Report 
of the Comptroller. and Auditor General ofJndia .on Government of Orissa 

· (Revenue Receipts)fortheyear.ended 31 Marcl1200713 
•. ' 

. The revieW reported that, the provisions of OVAT ·Act and Rules were not 
.. incorporated fully into the. application software (VA TIS), resulting in various 
irregularities such as ~¢cepta,nce ofwrong entries; generation ·Of wrongreport; 
acceptance of invalid registration number, vehi,cle n~mber, waybill number 
etc. Besides, the integrity of the .data was qi:testionable in view of lack of 
proper securitY a.nd 'access controL . 

The· Government stat~d .. in J a11u~ry 2oo9 that the. following • recfificatory 
rp.easures had beentaken:- · · . 

. ... . 

.. Initiation.ofsteps to e11suretheuse .. of ~ther <modules oftheVATIS 
starting with 'Audit' and 'Assessment' modules;· 

four major checkgateswere upgradedto2:Mbps; 
. . ' . . 

nec~ssary tuning of the system had been 4~~e after upgrad~tion of the 
leased line; and . · ·· · · 

the .softWare luidbeenrectifiedfor gen~ratio~·ofcortect management. 
information system (MIS)report. · · · . 

· · 2.2. 7.4 Slow pace ofreorganisation 

Under the OST regime, ·while the circles were·e11trusted with registrati~m of 
dea.lers, assessment andcoll~ctidri of tax, the ranges were working mainly as · 
appellate authorities a~d were looking after overall· supervision of the circles 
under them. However, under. the VAT ... regime, while .·the registration, 

· assessment· and collection of tax in re~pect of TIN dealers were entrusted to 
the assessing authorities. (AAs) ·of th,e ranges, thefuncticms of the circles. were 
limited to registration, assessment and collection' oftax of SRIN dealers and 
acceptance and scrutiny ofretums of all the dealers imderthe OVAT Act • 

As per the. OVA T Rule~~ . the. Govemm~nt was t~. recemstitut~ ·several. circles 
into ranges ·and several areas into circl~s over wl}ich. a JCCT/ ACCT would 
exercise jurisdiction. It was, however; noticed that although the OVAT Act 
was made effective. :fi;orp 1 April 2005, the· reorganisation was made ()nly in 
October· 2006. Simila~ly, n::designation of the existing officers under the .·· 
repealed· Act for the · purpose of. VAT ·administration was·. made ih August 
2008. The ACCT, Bhubaneswar IV, a newly created circle, stated in January · 
2009. that the required accomodation and :manpower h(ld. not been provided to .· 
the circle anclthe records relating to th~ dealers to 'be assessed in the circle had 
. also not been transf~r:red fro in the pa.rent circle ev¢n by January 2009 ;IIi three 

13 ·. http://www.cag.go~ .in!htmllcag_rejiortiOrissivrep _ 2007 /r'ev_ cliap_2,pdf • 
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\ 
circles 14 the. required coruiectivlty- to the· computerised VA TIS have.· not been 
made till the date ofaudit (beMeen 8 March 2009 and 18 April 2009) and 
necessary data entry in respect -of the returns filed by the dealers were being 
done in the parent circles. 

For achieving better tax efficiency, though. one or two large taxpayers; units 
(4TUs) under each range were constituted in · December 2005, the _ 
identification of large tax payers was . notified on,ly ·in September 2007 w;ith 

.. retrospective effect froin December 2005 assigning . the · records of the 
. identified large dealerstothe rangeLTUs. Thus, delay inreorgariisationwasa 

hindrance in smooth transition and also resulted in huge shortfall in tax audits ·
and audit assessments as discussed in the succeeding. paragraphs which 
affected the collectlonofVAT revenue. · . · - . 

. ' . . ' 

2.2.7:5. Manpower management. . 

. Manpower management is a key- factor for smooth and efficientworking of a. 
department and shortage ofpersonnel is a serious problem thatimpacts output. 
The overall position of sanctioned. strength vis-a"'vis the vacancies i11 the 
qadres from Group A to Group C as, furnished by the CCT is given below: 

' I • • • ' • , 

. ·rf~·~:~€t~~~(t{;_:~ ~;t~:~~~(~:~t·~·J" ,\"-i~-&~\1~fJ~d~~·: ;:;~~r:~~~fltJ~'~::J~ r;·t,~~r~~~tJ~~f~~ i·::.~;~~~3~61~~R 
2004-05 Group A . 104 , · 89 · 15 . , 

GroupE '244 201 43 
·, (Jroup C 1,328 I ·•'1,085 243 •• 

Total '1,676 1,375 301 
104. 87 17 

GroupB 244 203 41 
Groupe 1,328 1,077 251 

'fotal 1,676 1,367 309 18.44 
•' 

121 100 21 . 2007-08 
. . 

·Group A 

GroupB 468 164 304 

Group C .1,533 977 556 
· · · Total '2,122 ll,241 881 41.52 

The shortage of manpower during the above years ranged from 17.96 to 41.52 
per cent, which adversely affected the transition process. Further, though the 
sanctioned strength was .increased in 2007-08 the number of vacancies also 
increased. 

. . ·-. 

Compilation of manuals and training of staff 

The Department published manuals in eight volumes for reference of the field 
officers for··successful implementation of the VAT. The department has also 
been imparting training to the officers/officials on the taxation system on a 
regular basis. However, the department could not furnish the details of the 

14 Dhenkanal, Gajapati and Kendrapara. 
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number of training courses conducted and officia ls trained during the years 
2005-06 to 2007-08 although sought for in July 2009. 

2.2.7.7 Completion of assessments under the repealed Act 

The Department was overburdened with finalising assessments of a large 
number of cases under the Sales Tax Act. It was seen that 9,68,846 
assessments relating to 2004-05 and earlier years pertaining to the repealed 
Act including assessments under the Central Sales Tax (CST) Act and Orissa 
Entry Tax (OET) Act were completed during the years from 2005-06 to 
2007-08 as shown in the following table. 

Year Openlag Cases due for Total Cases flaallsed Balance at 
balance assessment darlDg the year tbe close of 

durlDg tbe year tbe year 

2005-06 4,57,8 18 3,69,564 8,27,382 3,04,570 5,22,812 

2006-07 5,22,8 12 1,38,081 6,60,893 3,00,643 3,60,250 

2007-08 3,86,965 15 55,241 4,42,206 3,63,633 78,573 

As of 31 March 2008, 78,573 assessments under the OST/CST/OET Act were 
pending. This indicated that the department lacked proper planning for 
finalisation of the assessments under the repealed Act as and when those 
became due without waiting for three years' period provided under the Act in 
order to avoid accumulation of huge number of pending assessments. 

2.2. 7.8 Collection of arrears of taxes due under the repealed Act 

The Sales Tax Officers (STOs) under the repealed Act were also functioning 
as Tax Recovery Officers for collection of arrears of sales tax including 
arrears of entry tax, entertainment tax and profession tax. Besides this, the 
officers were also engaged in fina lising the appeal cases and following up of 
cases pending in the Tribunal and High Court. These were also factors 
responsible for slow pace of transition from OST to VAT. 

A dealer registered under the repealed Act and who continued to be so 
registered on the day immediately before 1 April 2005 and who was liable to 
pay tax was deemed to be registered under the OV AT Act. Besides, the OY AT 
Rules and executive instructions provide for conducting survey for 
identification of dealers and getting them registered under the Act. Every 
retailer registered under the Act whose annual gross turnover does not exceed 
Rs. 20 lakh and every registered dealer of any specific class or category as the 
Government may by notification, direct, shall pay turnover tax and would be 
assigned with a unique "Small Retailers ' Identification Number (SR.IN)". 
Registered dealers other than the SRIN dealers would be assigned with 
"Taxpayers' Identification Number (TIN)". 

IS Includes 26.715 cases rclatin& to centro I <.:ties to.. not furnished by the department up to 2006-07 
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2.2.8.1 Creation of database of dealers 

The Commercial Tax Department has been maintaining a database of 
regist~red dealers in V ATIS, which is being updated through conducting 
surveys of unregistered dealers who become liable for registration. The dealers 
registered under the OST Act who continued to be registered under that Act on 
1 April 2005 were also added to the VA TIS database. 

2.2.8.2 Cancellation of registration of dealers 

Although the OVAT Act provides for cancellation of registration certificates 
of dealers in certain circumstances, yet. no· time limit· has been fixed thereunder 
for such cancellation in the event of non-filing of returns by the dealers. As a 
result, a large number of dealers who did not file returns consecutively for the 
years from 2005-06 to 2007-08 remained active in the database and no step 
was taken to cancel their registnition certificates after verifying their 
existence. 

2.2.8.3 . Database of dubious/ risky dealers 

The department has neither maintained a database of dubious/ risky dealers 
nor created any database of the dealers having grey track records based on 
their past history under the OST Act. 

2.2.8.4 Survey and registration ofdealers 

The OVAT Act provides that no dealer who is liable to pay tax under the Act, 
shall carry on business as a dealer unless he has been registered under the Act 
and possesses a certificate of registration. 

The Act provides for conducting periodical survey for identification of 
unregistered dealers who are liabkto·pay taX: under the Act. The CCT issued 

· instructions in September 2005· to all territorial ranges to register all the 
dealers to check escapement of tax on' value addition at each point of sale. For 
this purpose, targets were also to be fixed for departmental officers for 
conducting survey of liable unregistered dealers as per the action plan. The 
CCT further instructed that ·the inspectors (now ACTOs) under each range 
should maintain a register indicating therein the names and addresses of 
dealers visited I surveyed, results of survey, etc., and submit a report every 
fortnight to the Range ACCTs (now JCCTs ). 

It was seen in eight test checked circles that thougg the cir(;le wise ~argets for 
the year 2005-06 were fixed for registration of liable unregistered· 'd~alers, 
there were huge shortfalls in achievement of targets as detailed in the.'table 
below: · · 

,2 .. . Bolangir 

3. . Cuttack-1 (East) 492 · ... 1,058 . 68 

4. Cuttack-11 2,400 1,505. 895 37 

5. :J?henkanar 2,400, 1,403 ~ 997 42 
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Sl. Name of the circle Target fixed by Achievement Shortfall Percentage of 
No. CCT ~hortfall 

6. Ganjam-11 1,650 74 1 909 55 

7. Rourke1a-11 2,700 858 1,842 68 

8. Sambalpur-11 1,400 669 731 52 

Total 19,600 7,850 11 ,750 

It would be seen from the table above that the shortfall ranged between 33 and 
77 per cent. This indicates that the instructions of the CCT for susta ined 
survey and registration of dealers was not adhered to by the circle level 
officers. 

~.2.9 Returns! 

2.2.9.1 Deficiencies in forms for submitting returns 

lt was obs(>rved that the return form (VAT-20 1) prescribed under the Act is 
not suitable for works contractors as it does not pro ide a column for fi lling in 
the specific transactions relating to works contract. 

2.2.9.2 Inadequate documentation along with the returns 

Under the OY AT Act, the self assessed returns filed by the dealers are 
accepted after scrutiny until and unless selected for tax aud it. The AA has no 
scope for calling for any info rmation or production of any record by the dealer 
and has to rely on the self assessed returns fi led by the dealer until such audit 
is conducted. Therefore, the Act should have contained necessary afeguards 
making the dealer liable to furnish, along with the return, supporting 
documents or evidences such as statement of opening and closing stock, 
detail s of purchases and sales, type of good purchased and sold, etc. In the 
absence of such provision in the Act, the scrutiny of the returns was restricted 
to mere check of arithmetical accuracies, leaving no scope to detect evasion of 
tax, ifany. 

2.2.9.3 Absence of p rovision for f urnishing annual returns 

The Act provides for fu rni shing of annual audited accounts by registered 
dealers having annual gross turnover exceeding Rs. 40 lakh or any other 
amount as the Commiss ioner may specify by notification duly certified by 
Chartered Accountants. o provision was, however, made in the Act requiring 
the dealers to furnish annual returns or statements of annual purchases and 
sales and amount of tax paid, etc. , for correlation of the same with the annual 
audited accounts. As a result, submission of annual audited accounts virtually 
did not serve any purpose. 

2.2. 9.4 Scrutiny and verification of returns 

The Act provides for manual or system based scrutiny of returns of all the 
dealers. However, no time limit has been prescribed in the Rules for 
completing the scrutiny of returns. Registers have also not been prescribed to 
record the receipt of returns and their scrutiny. As a result, the department is 
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not having an effective control mechanism over the receipt and scrutiny of the 
returns. 

2.2.9.5 System based schutiny of returns 
•• • I 

Mention was made vide para 2.2 ofthe Comptroller and Audit~r General's 
Report (Revenue Receipts) for the year 2006-07 about the deficiencies in the 
VA TIS as a result of which the IT system was unable to address the business 
needs of the department and the cO'rnputerisation efforts did not yield the 
expected results. 

It was seen in the test checked ranges and circles that although a module had 
been developed in the V ATIS. for system b~sed scrutiny of the returns filed by 
the dealers, the same remained unutilised and system based scrutiny was not 
carried out during the period covered under the review. 

2~2;9.6 DeaLers notjUing returns: 

:During the review it was noticed in fout16 ranges/circles that a large number of 
TIN dealers had not filed ~ny return 'during the three years from 2005-06 to 
2007-08 as shown in the table below: : 

H was further noticed in Rourkela H and Cuttack I (East) circles as well as in 
Ganjam range that 1,431 TIN dealersP had not filed any return consecutively 
for the last three years from 2005-06 to 2007-08. Though the registration 
certificates of the dormant dealers wete to be suspended initially after issuing 
notice to explain the reasons for non.:filing of return.and then cancelled after 
verifying their existence or liability to pay tax, yet no such steps had been 
taken by the circles/ranges. 

2.2.9.7 Non-transmission of the ; returns of TIN deaLers to the range 
offices 

In accordance with the provisions ofthe OV AT Rules, the CCT reiterated in 
October 2005 that the returns in respect of all the TIN dealers were to be 
transmitted to the range offices concerned after effecting necessary data entry 
at the circle level. It was, however, noticed in the test checked ranges that the 
circle offices .under them did not translnit the returns of the TIN dealers to the 
range offices. Non-transmission of the returns to the concerned range offices 
not only violated the provisions of the Rules but also affected the monitoring 
ofreceipt and scrutiny ofretums by the. ranges. . . ' 

·16 Balasore Rang~, Gaojam Range, Cuttacki(East) circle and Rourkela IT circle: 

17 Cuttack I (East) circle: 367, Ganjam Range: 457 and Rourkela rr· cirCle: 607. . ..... 
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After this was pointed out, while the AA. ·of: Balasore range noted the 
obserVation for future •. guidance, the AA of Sundargarh range stated that the 
returns were not sent due to shortage of stafCThe AA, Ganjam range stated 
that steps were being taken to regularise the matt~r. The Ms ofBolangir and 

•. Cuttack I '(City) circles .stat~d that the position had since changed after 
•' amend~ent of the }\cL The other Ms did riotfurihsli any reply. 

. .- . ·•. . '. . .. - ·.·-,._"'!"· . 

2.2.9;8 ··• JVon-av4ildbilityofret'1Fns'inthe~s:te~sment records 

: According to the OVATi~ies; all tlieclocumeriJ~ 1~·relevant to the making of 
... any assessment in ·respect of any partic11lar· dealer shall be kept together and 
. shall form, an asses~ment case record.:These.rec0rds·shall•be preserved for a 
period of six years! ()r until the assessment re~clles its finality, whichever is 
later. · · · ·· 

Scrutiny ~fthe assessment records revealed that iQ. sevencirdes19in almost all 
. the cases, the returns filed by the dealers had not been. kept in the assessment 
records. Itwas also seen that the returns· had nofbeen sorted out dealer wise 
:since the intr()duttioil of VAT. ifwas' further n~hced that. the . hard .. copies of 
the returns of the. dealers were kept iri ,ibundle,s. ail~ it was not possible to trace 
out the sa,me dealer wise. 'Thi~ indicated .that the retUrns filed by the dealers 
were notmanua1ly scrutinised as require.dundertfu_e Actnorwere the details of 

' those retUrns enter~ditl the VATI~.q~tabase t:eqpired to be referredto while 
making system based scrutiny at a subsequent date to ensure whether all the 
.details along with information in the annexur~'were entered m·the· computer 

.. correctly alld the self assessments riiade by the dea\er were correct. 

. . 

. According to the, . proviSIOns ' of the .. ovAi~ Act and the Rules the 
' Comri1iss1oner shall randomly select hy31 st bf·J ~nuary or. by any date before 
. the close of every year' not less than 20 per cen~ of the. registered dealers for 

audit during the following year. For the assessfue,rit .of the large tax payers the 
Commissioner rna~ plan audit che~k 9f such dealers within an audit cycle of 
two yt<ars. After identification of individual dealers .or a clas~ of dealersfor tax 
audit, audit' o:f .. stich dealers are . to be . conducted ·.·as per the approved 
program.m~-

.... · .. i. ·. . . . ·: ••. ; . ...... . . ·. • . 
. .2-.2.1_~.1. . )Yo~mamtemmce .ofr-egust~rs!J:~cords,to.watch the ·audut process 

. ·; .' ,; I .. 

It was noticed that prior to April2008, the Rules or executive instructions did 
not· prescribe for ~ai.ntenance. of registers • or. rec9rds to watch the progress of 
tax audit. As a resuJt, no records or registers werejniaintaine,d in the ranges and 
circles. test checked .to watch the nuniber of.d.ealers ·selected for tax. audit, 

. ·. name of the audit tball1. to which audit r.was ·. assigrted, nut~ber of days provided 
vis-a'"yis taken fori audit, dates of coimnenceir\ent and completion of audit, 

:: '. ·- - . '• ·:· ._,. -·.·'. : .' . . 

18 Returns fikd by the dealer,' Audit Visit Report (A VR), state~ents of the deal~r; duiing tax audit,·· statement o( purchases and sales 

furnished at the time of assessment, statement of dealer furnished at the time of lmdit assessment on: confrontation of findings of the . . . . . . i ......• · :· .. . . 
AVRs, annual audited accounts.duly·certified by Chartered A(:cquntailt submitted by,the dealer, etc .. 

19 Cuttack II, Dhenk.:nal: Gaja~ati, Ganjam II; Nuapada; RourkehiJiaild Sambalp:U,II.! 
\ ' . ' ' 
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number. of Audit Visit Reports (AVRs) received, date of receipt of A VRs, 
number of audit assessments made, etc. Consequently, the correct position 
regarding the tax audit conducted could not' be ascertained. 

2.2.10.2 The form prescribed for AVR does not provide for obtaining the 
details of purchases such as invoice wise details of goods purchased by the 
dealer and names of the registered dealers from whom the goods were 
purchased ori payment of tax to justify his ,claim for input tax credit (ITC) and 

·· cross verification of the same at the time of audit assessment. As such, 
non-verification of the claim of the dealer in regard to payment of tax on 
purchases is fraught with the risk of excess ITC which the dealer was not 
entitled to. · 

2.2.103 Shortfall in tax audit 

It was noticed that annual selectioh/programme were not drawn up for 
conducting tax audit and only monthly/bi-monthly ·audit programme were 
made. The officers assigned with th¢ tax audit were not being instructed to 
complete the audit timely and subm~t the A VR within the time prescribed. 
Further, it was seen that a1though there is no provision in the Rules for 
allowing postponement of audit at the request of the dealer, the officers in
charge of the audit were themselv~s giving extension of time frequently 
. without the approval of the higher authorities, thereby resulting in dislocation 
·of the audit programme and wastage of mandays. This led to huge shortfall in 
tax audit in eight selectedranges/circles ranging between 38 and 97 per cent 
as. detailed in the table below. The information in respect of the other selected 
ranges/circles could not be made avai.bble in complete shape. 

2. 

3. 

4. 

2005-06 to 
2007-08 

2005-06 to 
2007-08 

2005-06 to 
2007-08 

2005-06 to 
2007"08 ' 

2005-06 to 
2007-08 

2005-06 to 
2007708 

2005-06 to 
2007-08 

150 • 150 

3,977 93 

4,501 97 

93 57 38 

95 

85 

-.Thus, though t~x audit was a vital parl''6fVAT-adrriiili~tration the same could 
not be ensured due to huge shortfall in' conducting tax audit. 

20 Including the LTU of Sundargarh Range .. 
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2.2.10.4 Auditmoduale in the VATIS remained non-functional 

A modu.le for tax audit has been provided in the computerised VA TIS. Despite 
the fact of non-operation of the module being pointed out vide para 2.2.3 of 
Audit Report 2006-07, the said module has not been made operational till 
March 2009. As such, neither has · the module provided in VA TIS for 
management of tax audit system and generation of report thereon been utilised 
nor has the functioning of tax audit been effectively monitored through the 
conventional method though more than three years have already elapsed after 
introduction ofVAT. 

2.2.1 0. 5 Delay in submission of audit visit reports 

The OVAT Act/Rules provide that after completion of tax audit of any dealer, 
the officer authorised to conduct such. audit shall, within seven days from the 
date of completion of audit, submit the A VR to the AA in the prescribed form 
alongwith the statements recorded and documents obtained evidencing 
suppression of purchases or sales or both, erroneous claims of deductions 
including ITC and evasiop. of tax, if any, relevant for the purpose of 
investigation, assessment or such other purposes. 

On scrutiny of the records relating to tax audit, it was seen that in eight 
circles21 and seven ranges22 244 A VRs were submitted after delays ranging 

. from one to 537' days (median delay ranging froin 13 to 125 days). Delay in 
submission of A VRs resulted in delay in finalisation of audit assessments. 

2.2.10.6 Non.c.finalisation of refund cases due to non-completion of tax 
audit 

Under the OV AT Act/Rules, where any dealer claims refund in the return 
furnished for a tax period on account. of sales in course of export out of the 
territory of India, he shall make an application to the AA of the circle or range, 
within thirty days from the date of furhishing.such return. The AA on receipt 
ofthe application along with the documents shall refer the case for tax audit to 
determine the admissibility or otherwise ofthe claim of refund. If the claim for 
refund is found to be correct after tax audit:and is supported by the required 
evidences, the AA shaH sanction the refund .:claimed. Further, where any 
refund claimed is found to be admissible, it shall be_. granted within a period of 
90 days from the date of application for such refund. The Act also provides 
that the dealer entitled to refund is also entitled to interest at the rate of eight 
per cent per annum after the expiry of the perioq of 90 days from the date of 
receipt of the application for grant of refund till the date of its sanction. 

Scrutiny of the refund cases in Cuttack H and Sundargarh Ranges and 
Ganjam II circle revealed that 51 applications· received from seven dealers 
between May. 2005 and May 2008.. for refund of'Rs.· 3:84 crore were pending 

21 Bhubaneswar II, Cuttack I (East), Cuttack TI, Gajapati, .Ganjam IT, Nuapada, Rourlj:ela II.and.Sambalpur IL 

22 Balasore, Bhubaneswar, Bolangir, Cuttack I, Cuttack II, Ganjam•and Sundargarh: · · · 
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.for disposal due to non-completion of tax audits. The delay in disposal of the 
above refund cases may lead to payment of interest also, if refund is 
admissible. 

H was also noticed that in Sundargarh ·Range the receipt of applications for 
. I . 

refund and their disposal was not watched properly as the registers maintained 
for the purpose were not updated and t)fe same did not depict a correct position 
of applications pending for disposal. 

After .. the. cases- were pointed out, the AAs of Cuttack H and Sundargarh 
. Ranges stated in December 2008 that refund would be made after completion 
of,tax-audit-whi~e the-AA of Ganjam II circle stated in February 2009 that 
suitable action would be taken to finalise the cases. A report on further 
development has not beenreceived (October 2009). 

! 

2.2.11.1 Deficiencies in the return forms 

The Act envisages that where a registered dealer sells or dispatches goods, 
both taxable and exempt under t)fe Act, the ITC shall be allowed 
proportionately only in relation to th~ goods which are not so exempt. The 
Rules also provide for proportionate calculation of ITC in the above case by 
adopting the prescribed formula. However, the prescribed return form 
(VAT.:.201) did not provide any column for calculation of proportionate ITC 
by the dealer. 

The Act and the Rules have not· made it mandatory for the dealer to furnish 
along with the 'return, the details of purchases such as invoice wise details of 
goods purchased and names of the registered dealers from whom the goods 
were purchased on payment of tax to justifY the claim for ITC. 

2.2.11.2 Irregular allowance of credit o/tax paid ont'he opening stock 

According to tl,1e provisions of the OVAT Act/Ruies, if a registered dealer had 
stock of goods on 1 April 2005 on which sales tax had been paid, he was 
entitled to claim credit of sales tax paid or sales tax. suffered in respect of those 
goods in hand on that date, which were purchased on or after 1 April 2004. 
The Rules further provide that docum~ntary evidence of payment of sales tax 

. at the time .o:fpurchase or evidence tha,Uhe goods had suffered tax at the first 
poin~ of sale in ,a series of sales under the OST Ac;t shall be made available for 
examjnation~ ~owever, the dealers paying tumov.er tax were not entitled to 
any ITC and the same was also not admissible on the amount of surcharge 

·.·! 

p~d ' 

Scrutiny of the records revealed that in 139 cases the AAs allowed ITC of 
Rs. 3.16 crore on opening stock as on) April2005.--However, it was noticed 
that the same included inadmissible 'credit of Rs~ 46.79 lakh as discussed 
below: 

3'1 



AuditR_eport (Revenue_ Rec~ipts) for the year ended 31 March 2009 

~ · The AAs in eight circles23 irregularly allowed credit of surcharge of 
Rs. 21.05lakh paid ii1106 cases on sales tax under Section 5(A) of the 
OST Act. 

In 14 cases, the AAs of three circles24 allowed credit ofRs. 16.68 lakh 
although documentary·evidence in support of actual tax suffered at the 
first point of sale in a series of sales under the OST Act had not been 
furnished. , 

The AAs. of five circles25 'irregularly allowed credit of Rs. 7.03 lakh in 
nine cases though no documentary evidence in regard to purchase of 
goods between 1 April 2004 and l April: 2005 were furnished by the·· 
dealers. 

. ' .. 

Though the dealers paying turnover tax were not entitled to ITC yet the 
AA of Sambalpur II circle irregularly allowed ITC of Rs. 76,873 in 
three cases. · 

In five cases, credit of Rs. 68,895 was allowed irregularly by the AAs 
of four circles26 on goods purchased prior to 1 April2004 . 

. ~ The AA of Gajapati circle irregularly allmved ITC of Rs. 56,845 in two 
cases on goods which was not in the opening stock of the dealers as on 
1 April 2005 but were received and accounted for after the appointed 
day i.e. 1 April2005. 

After the cases were pointed out, all the AAs stated between November 2008 
and March 2009 that action would be taken after examination of the cases. A 
report on further development has not been ~ecei~ed (October 2009). 

Deficiency in uploading/ updating data in TINXSYS 

The Empowered Committee of s·tate Finance Ministers has authored a website 
named 'TINXSYS.com' to serve as a repository Of interstate transactions. This 
is mainly aimed. at helping the commercial ~ax department to effectively 
m()liitor interstate trade. Test check of the ··records. of four ranges27 and 
information collected from them revealed that n¢ne of them had updated the 
data relating to issue of declaration forms C and F and utilisation thereof 
during the years 2005-06 to 2007-08 in the VATIS and consequently, the 
information on issue and utilisation of decla,ration'. forms could· not ·be 
uploaded/ updated in the website by the office of the CCT. 

23 Bhamak (2S cases), Bhubaneswar-IT (18cases), Bolangir (four cases), Ciltt~ck7I (Ea5~) (17 cases), .Cuttack-IT (five cases), Ganjaro-II 

(14'cases);Rourkela:n (16 cases) and' Sanibalpur-IT (four cases) .. 

24 Cuttack-1-(East) (one case), Ganjam-II (one case) and Rourke1a-II (12 cases) .. 

25 Cuttack-I(East)(one case), Cuttack-11 (three cases), Ganjarri-11 (twocases), Rourkel~-11 (two cases) and Sarobalpur-11 (one case). 

26 Bhadrak (one case), cUttack-1-(East) (two cases), Cuttack-II (one case) and Rourkela-II (one case) .. 

27 Bhubaneswar, Cuttack-I, Cuttack-IT. ahct Ganjaro. 
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According to the provisions. of the OVAT Act and. the Rules? if in respect of 
any particular year, the gross turnover: of a dealer exceeds Rs. 40 Iakh or any 
other amount as the Commissioner may specify by notification in the Gazette, 

. such dealer shall get his accounts ih respect of such year audited by a 
Chartered Accountant withm a period qf six months from the date of expiry of 
that year and ol;>tain within that period 1areport of such audit in the prescribed 
form conta:inillg the prescribed particulars duly siigned · and verified by such 
Chartered Accountant aJIJld in every such case, a true copy of such report shaH 
be. furnished by such dealer to the Commissioner by the end of the month 
foUowingthe¥xpiiry of the .said period of six months. 

Self assessed retmns :furnished by the ,dealers. are accepted by the AAs until 
taX audit of the dealers is conducted.1Till the~ the AAs were to utilise the 
aud~ted accounts as a tool to· ascertain the correctness of the turnover dedared 
by. 'the dealerS: However, the Rules or any instruction do not provide for 
maintenance of any record or register to monitor timelyrec,eipt of annual 
·audited accounts, from the. dealers. 

2.2.14.1 Delay in audit assessments. 

As per the provisions of the OV AT Act/Rules, where the tax audit results in 
detection of suppression of purchases • or sales or .both, erroneous claims of 
deductions including claim of ITC, eyasiLon of tax or contravention of any 
provision of the. Act affecting the tax. liability of the dealer, the AA, after 
giving prior notice to the dealer for production of records, is required to make 
assessment of the dealer within a perim~ of six months from the date of receipt, 
of A VR. The Act further,provides thatiiffor any reason the assessment is not 
completed within the time specified under the Act, the Commissioner may, on 
the merit of each case, aHow such further time not exceeding six months for 
completion of the assessment proceedings. 

Prior to Apr!! 2008 no records were prescribed under the Rules or under any 
executive instnictions for monitoring . the completion of audit assessments. It 
wasnoti.ced i.n three ranges28 and two ci.rcles29 that 398 A VRs received during 
the years 2006:-07 and 2007-08 were pending for audit assessment as of 31 
March 2008 .. The year to which the :pending AYR.s related could not be 
ascertained as the records were maintained in an irregular manner in absence 
of any prescribed provision for mainten~nce of the same . 

. . Itwas.further. nqtic.ed.Jhati:~,lfiye ra11g~s~~ .~nd six circles31 in 55 cases, though 
audit assessments were completed aftet expiry of the stipulated period of si.x 
months raising demand of Rs. 2.51 crdre, yet approval of the Commissioner 

28 ' Bolangir, Cuttack I and Ganjam. 

29 · Cuttack II and Rcnirkela II: 

I 

30 . Balasore, Bolahgir, Cuttack I, Ganjam and Sundargarh. 

31 ·~hubaneswar ll, Cuttack I(E3st), Cuttack 1!, Gajapati, Ganjam II and Samba! pur II. 
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was not obtained. Out of these, in five cases involving demand of Rs. 8.26 
lakh, the assessments were made after expiry of one year. 

2.2.14.2 Assessment of TIN dealers by circle officers-violation of 
j urisdiction 

According to the OVA T Rules, the AA in respect of SRIN dealers are the 
CTOs (now ACCT) of the circles whereas the AAs in respect of TIN dealers 
are the ACCTs (now JCCT) of the Ranges . 

It was, however, noticed that in Rourkela I and Rourkela II circles neither did 
the circle offices transmit the returns of all the TIN dealers to the Range 
offices nor were the assessments of TIN dealers except in the case of LTUs 
frnalised by the AA of the Range. After conducting tax audit of TIN dealers, 
the audit assessments were also fmalised by the AAs of the circles under the 
seal and signature of the Sales Tax Officer of the circle thereby violating the 
jurisdiction of the AAs provided in the Act. 

It was also seen in Sundargarh range that in five cases involving demand of 
Rs. 2.92 crore the dealers challenged the jurisdiction of the AAs of the circles 
for making assessments for the years 2005-06 and 2006-07 and in all the said 
cases, the assessments were set aside between January and March 2008 by the 
High Court of Orissa for violation of jurisdiction of AAs. Thus, non-adherence 
to the provisions by the departmental officers led to blockade of revenue of 
Rs. 2.92 crore. 

~.2.15 Internal audi~ 
Internal audit is one of the most vital tools of the internal control mechanism 
and functions as the 'eyes' and 'ears ' of the management and evaluates the 
efficiency and effectiveness of the mechanism. It also independently appraises 
whether the activities of the organisation/department are being conducted 
efficiently and effectively. 

Mention was made in paragraph 2.18 of the Report of the Comptroller and 
Auditor General of India on Government of Orissa (Revenue Receipts) for the 
year ended 31 March 2003 as well as in paragraph 2.2.8 of the said Report for 
the year ended 31 March 2008 regarding non-functioning of the above internal 
audit wing (IA W) since 1999-2000 except for inspection of 15 units in 
2001-02. It was recommended that the IA W may be revamped to check the 
leakage of revenue. However, the Government has not yet revived the IA W in 
the department. 

Thus, due to the failure of the Government to revive the IA W, reduction of the 
risk of committing errors and irregularities within the department was not 
ensured. 

~.2.16 Compensation of loss of revenue on introduction of VA jj 
The Government of India (Go!) had given their consent to compensate the 
State Government for loss of revenue consequent upon the implementation of 
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VAT. For this purpose, the VAT receipts were to be compared with the 
revenue of the pre-VAT period suitably extrapolated on the basis of the 
average growth rate of revenue of the previous five years. The compensation 
was to be aUow'~d to the extent of 100 per cent of the shortfall of revenue 
during the frrst year of VAT implementation and 7 5 per cent and 50 per cent 
respectively during the subsequent two fmancial years computed as per the 
guidelines prescribed by the Gol in June 2006. 

H was seen that against a loss ofRs. 103.32 crore during the year 2006-07, the 
claim for compensation ofRs. 77.49 .crore (75 per cent) was made belatedly in 
July 2008 along with the claim of Rs. 97.63 crore (50 per cent of Rs. 195.26 
crore) for the year 2007-08. Against the above claims, compensation of 
Rs. 142.59 crore relating to the above years was received in March and May 
2009 as an ad-hoc payment. Besides the above, further compensation of 
Rs. 39.66 cron~ was also received in July 2009 based on additional instructions 
on compensation issued by the Gol in June 2009. 

The transition from OST to VAT suffered due to. several deficiencies in the 
transition ·process such. as slow process of reorganisation of the administrative 
machinery, ·shortage of manpower and engagement of the existing manpower 
in fmalisation of assessments and collection of arrears under the repealed 
Sales Tax Act. Adequate steps were not taken to watch receipt and scrutiny of 
the self assessed returns. Tax audit, a vital part of the VAT administration, was 
neglected , as the prescribed quantum of tax audit could not be achieved. 
Several deficiencies in the Act and the Rules and absence of executive 
instructions also contributed to failure of the field functionaries. in effectively 
implementing the Act. 

The Government of Orissa may consider the following ·steps for effective 
implementation ofthe VATsystem. 

~ Amending the Rules making provision for submis~ion of annual 
returns alongwith supporting details/documents showing opening and 
closing stock, purchases and sales, etc .. 

@ Amending the return form providing necessary column for calculating 
proportionate ITC and details of transactions in respect of works 
contracts. 

· · - 19·- · · ... ··Prescribing·atimelimitfor sorutiny-ofre.ttuns,.-
>,.,. 

· e ·. Prescribing maintenance of records/registers to monitor timely receipt · 
of annual audited accounts ·and to ensure follow up· action for 
·non-submission of annual audited accounts. 
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Scrutiny of assessment records of sales tax/valu~. added tax (VA1) and entry 
tax in commercial tax ·offices revealed several cqses of non-observance of 
provisions of Acts/Rules, non/short levy of tax/penalty/interest, incorrect 
determination/classification/turnover and other cases as mentioned in the 
succeeding paragraphs in this chapter. These cases are illustrative and are 
based on a test check carried out in audit. Such omissions on the part of 
Assessing Authorities (AAs) are pointed out in audit each year, but not only do 
the irregularities persist; these remain undetected tilt an audit is conducted 
There is need for the Government to improve the internal control system 
including strengthening of internal audit. 

Non-application of judicial pronouncement resulted in inadmissible 
concession ofRs. 139.51 crore. 

As per the provisions of the Central Sales Tax (CST) Act, 1956 and the Rules 
framed thereunder registered industrial units are eligible to purchase raw 
materials, processing materials, plant and machineries, tools and equipments, 

.. , ,&t.Qres, .· SPSJ.f~: p~rts ~11d. accesspriys, fuel, lubricants, etc., at a concessional rate 
of'tax for use in manufacturing or processing of goods for sale, or in the 
telecommunication network, or in mining or in generation or distribution of 
electricity or any other form of power subject to furnishing of declarations in 
form C to the seHing dealer from whom such goods are purchased. It was 
judicialll2 held in the case of a captive power plant (CPP)33 run by a paper 
industry that electricity was not a raw material for manufacture of paper and 
pulp. The CPP might facilitate the manufacturing of paper, but erection of 
such plant was not mtegrally connected with the manufacturing of paper and 
pulp. Therefore, the purchase of plant and machinery for a new CPP could not 
be covered by the declaration in form C prescribed under the CST Act. H was 
also held that the dealer industry was liable to pay the difference between the 
tax payable at the normal rate and the tax already paid at the concessional rate 
by utilising the declarations in form C. 

Test check or the records of six range offices34 and eight circle offices35 

between October 2008 and March 2009 revealed that 17 industrial units 
manufacturing iron and steel, aluminum, sponge iron, etc., purchased goods 
valued at Rs. 1,603.83 crore between April 2000 and February 2009 at 
concessional rates of tax by furnishing declarations in form C for use in 
manufacture. It was seen from the utilisation account of form C rendered by 
the dealers that the goods so purchased were procured for installation and 
maintenance of their CPPs. Further, in Jajpur and Sundargarh range, three 

·: .; 

32 M/s. Orient Paper Mills Limited Vs. State of Orissa and others [2007 -10 VST-547 (Orissa)] 

33 CPP- a power plant installed for utilisation of the power in·a particular industry for its own use. 

34 Angul, Bhubaneswar, Cuttack II, Jajpur, Sambalpur and Sundargarh. 

35 Angul, Barbil, Bhubaneswar III, Dhenkanal, Jagatsinghpur, Jajptir, Rourkela I and Sarnbalpur II. 
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dealers admitted to hav~ purchased goods valued at Rs. 17.60 crore during 
April2007 to February 2009 at conce~sional rates of tax for utilisation in their 
CPPs, on the condition of furnishing declarations" in form C to the seHing 
dealers. As generation of electricity is not integrally connected with the 
manufacturingprocess of their end products, the industries were not entitled 
fer the purchases at the concessiunal rate of tax. Hence the concession availed 
by the dealers .was irregular for which differential tax of Rs. B9.51 crore is 
leviable. The department did not initi~te any action for levy and realisation of 
the differential tax. 1 

' 

After•the·.cases'were pointed out, aU 1the AAs, except the AAs of Cuttack II 
and Jajpur Range in one cPse and Rourkela I circle in one case, stated between 
November 2008 and March 2009 that 'the cases would be. examined and action 
as per the ·provisions of . the Jaw would be taken. A report on further 
. . . . I . . 

developmenthasnot beenreceived (O~tober 2009). 

The matter was reported to the. ,Government in Match 2009; their reply has not 
been received(October 2009). · · 

The OST/OVATICSTIOET Acts/Rules provide for: 
. ' 

.(i) Levypftax/surcharge/interestlpenalty at the prescribed rates; 

(ii) exemption of tax to new industries on fulfilment of the prescribed 

(iii) 

(iv) 

(v) 

conditions; · 

exemption of tax on interstate sales subject to submission of the 
prescribed declarations/certiji6ates; . 

. ' i . 

scrutiny: of dealers '·self assessed returns by the AAs; and 
• ·1. 

allowance of input tax credit as admissible. 

The AAs while finalisi~g the assessments did not observe the above provisions 
as mentioned· in paragraphs 2.5.1 to 2.5.14 resulting in non/short levy, 
non-realisation of taX:, interest, penalty etc. ofRs. 35.05 crore. 

Under the OV AT Act, 2004, every • dealer who in course of his business 
purchases any goods within the state from unregistered dealers, is Hable to pay 
tax on thepuichase price or prevailing'market pfice of such goods, if after 
such purchase,. the goods are consumed or used.in the manufacture of goods 
declared to be exempt from tax undedhe Act. ·sugarcane being an unspecified 
iteni is taxable at the nite of 12.5 per cent. Further; under the Act, sugar and 

· textile fabrics though enlisted under four per cent tax 1group, was not subject to 
tax as long as, it was exigible to Additional Duties of Excise (ADE). The 
Government of India by a notification of March 2006 exempted ADE on sugar 
and textile fabrics and thus. the same became taxable under the OV AT Act 
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from March 2006. Besides, penalty equal to twic,e the amount of tax assessed 
on account of suppression of sales or purchases, evasion of tax or 
contravention of any provision of the Act is also leviable. 

2.5.1.1. Test check of the records of Cuttack II Range in September 2008 
revealed that a registered manufacturer of sugar purchased sugarcane worth 
Rs. 15.16 crore during November 2005 to February 2006 from unregistered 
dealers. Alt)lough sugar manufactured therefrom was not taxable under the 
Act upto February 2006, the dealer did not paytax on the said turnover. The 
department also failed to detect this in the tax audit conducted in February 
2007 and did not levy purchase tax and penalty leviable thereon. This led to 
non-levy oftax and penalty ofRs. 5.69 crore. 

2.5.1.2 Test check of the records of Cuttack I, Cuttack II and Ganjam 
Ranges and Bolangir and Cuttack II circles between September 2008 and 
February 2009 revealed that five registered dealers sold sugar valued at 
Rs. 66.53 crore between March 2006 and August 2007 but did not pay tax 
thereon. The tax audit team while conducting • the tax audit in four cases 
between November 2006 and August 2007 failed to detect the non-payment of 
tax and the AAs also while finalising the assessments between February 2007 
and February 2008 failed to levy tax. This resulted in non-levy of tax of 
Rs. 2.66 crore. Besides, penalty ofRs. 5.32 crore is also leviable. 

After the cases were pointed out, the CCT stated in March 2009 that in two 
cases proceedings for assessment of tax on the escaped turnover had been 
initiated. The JCCT, Ganjam initiated proceedings in February 2009 for 
reassessment. The ACCT, Bolangir circle stated in February 2009 that the case 
would be examined while the ACCT, Cuttack H circle stated in November 
2008 that action would be taken on receipt of fin:al report. A report on further 
development has not been received (October 2009). 

The matter was brought to the notice of the Government in January and July 
2009. The Government stated in August 2009 that sugar continued to be in the 
Schedule to the Additional Duties of Excise (Goods of Special Importance) 
Act but the rate of ADE was reduced to zero and the Government of India had 
the authority to levy. ADE thereon ·at any time . they decided. The fact, 
however, remains that.from March 2006 sugar was neither subjected to levy of 
ADEnorVAT. , 

2.5.1.3 Test check of the assessment records of three circles36 revealed that 
four dealers· did not pay tax on sale of textile fabrics worth Rs. 5.53 crore 
made between March 2006 and March 2007. The. AAs als.o while finalising 

· the assessments between October 2006 and November 2007 irregularly 
allowed exemption on the said turnover. This resulted in non-levy of tax of 

, Rs. 22.lllakh. Besides, penalty pfRs. 44.22 lakh is also leviable. , 

· 36 Bhubaneswar IT, Cuttack II and Dhenkanal. 
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After the cases were pointed out, while the AA .of Dhenkanal circle stated in 
March 2009 . that the case would be examined, the AA of Cuttack II circle 
stated in De.cember 2008 that proceeding would be initiated after approval of 
the head office. No reply was furnished by the AA.of.Bhubaneswar H circle. 

The matter was reported to the Government in July 2009; their reply has not 
beenreceived(October 2009). · 

I . . . 

According to the provisions of the OVAT Act andthe Rules, ifin respect of 
any particular year, the gwss turnover: of a dealer exceeds Rs. 40 lakh or any 
other amount as the Commi~~sioner may specify by notification in the Gazette, 
such dealer shall get his ar;counts in respect of such year audited by a 
Chartered Accountant within a period of six months from the date of expiry of 
that year and obtain within that· period a report of such audit in the prescribed 
form containing the prescribed particulars duly signed and verified by such 
. Chartered Accountant, and in every such case, a true copy of such report shall 
be furnished by such dealer to the Commissioner by the end of the month 
following the expiry of the said period of six months. The Act further provides 
that if any dealer liable to get his accounts audited fails to furnish a true copy 
of such report within the time specifi~d, the Commissioner shall, after giving 

·the· dealer a reasonable opportunity of being heard, impose on him a penalty of 
Rs. 100 for each day of default; 

H was noticed from the information collected from three ranges37 and eight 
circles38 that though 5,308 dealers did not submit audited accounts for the 
years 2005-06 to 2007-08, penalty of Rs. 11.57 crore leviable was not levied. 
Further, from the records maintained :i.n Rourkela H circle and the audited 
accounts produced to audit by four circles39

, it was revealed that although 148 
dealers delayed in submission of audited accounts, penalty. of Rs. 8.76 lakh 

·was not levied~ This was due to non-'existence of a system to monitor timely 
receipt of annual accounts and follow lip action ori non-receipt of the same. 

The matter was reported to the Government in July 2009; their reply has not 
been received (October 2009) .. 

2.5.3.1 Under the OST Act, 1947,: specific rates of tax are applicable to 
differentcommodities as notified from time to time. Goods not specified in the 
rate chart are taxable at the general rate of 12 per cent. Besides, penalty equal 

. to on~ and a halftimes oft.ax.assesseq is also leviablefor furnishing incorrect 
particulars without sufficient cause. 

37· Biliasore:·cuttack II and Korapui. 

' · . . ' · · 38··; · :sJi:)dri.k;·Bhuhaneswirr II, Cuttack.II, Gajapati, Ganjam II,Kendra~aia, Rourkela II and Sambalpur II. 
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. Test check of the assessment records of Cuttack K(East) and Cuttack I( Central) 
circles between May , and August 2008 revealed that in. two cases the dealers 
misclassified the goods valued at Rs. 36.42 crore sold during 2003-04 and 
2004-05 and paid tax at lower rates. The . assessing officers (AOs) also 
accepted the returns and completed the assessments between November 2006 
and March 2008 accord:ingly.In another case, the AO, Ganjam I c:irde while 
completing the assessment in March 2007 for the . year 2003-04 applied 
incorrect rate of tax. This resulted in under assessment of tax of Rs. 1.93 crore 
including surcharge and penalty as detailed in the following table. 

November 2006 eight per cent instead 
and March 2008 of12 cent. 

2. Cuttacki 2004-05 469.29 51.62 Potato chips and 
(Central) December 2007 'kurkure' m packets 

were assessed to tax at 
the rate of eight per 
cent instead of 12 per 
cent. 

3. Ganjami 2003-04 :18.15 ', 1.60 Air conditioner, 
March2007 refrigerator, stabilizer, 

etc., was assessed to 
tax at the mte of four 
per cent instead of 12 

cent. 

After the cases were pointed out, the Government stated in July 2009 that 
demand of Rs. 1.41 crore was raised in case :of Sl. Nos. 1 and 3 and 
reassessment proceeding had been initiated in December 2008 in case of 
Sl. No. 2. A report on realisation ~ case of SL Nos. 1 and 3 and further 
development in case of Sl. No. 2 has not been received(October2009). 

, , I 

2,5.3.2 As per the Government of Orissa notification of March 2001, the 
portion of the turnover .of the works contract equaling the plirchase value of 
goods purchased by the dealer for use in the works contract free of tax are 
taxable at the rate applicable for sale of such goods under the OS'f Act. 
Further, as per the notification of January 2002 the purchase value of goods 
purchased froin unregistered dealers and utilised: in· Works contract shall be 
sub1ected to tax at the last ·point of sal~. Under the·:ACt sand moorum· chips 

J . 1 ' ' ' 

and metals are taxable atthe rate of 12 per cent as unspecified items. 

·Test check of the records of Cuttack H ~ircle i~ September 2008 and further 
scrutiny in January 2009 revealed that a registered ,dealer engaged in execution 
of contract works utilised sand, moorqm, chips a:p.d metal valued at Rs .. 8.63 
crore in execution of works contra.~ts during the_years 2003-04 and 2004-05 
which were purchased free of tax from unregistered dealers inside the State. 
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The AO while finalising the assessments in March 2006 levied tax at the rate 
of eight per cent on the above materials used in the works instead of the . 
appropriate rate of 12 per cent. This resulted in underassessment of tax of 
Rs. 37.98 lakh including surcharge. 

After the case· was pointed out, the Government stated in July 2009 that the 
reassessment proceedings were completed in April 2009 which resulted in 
refund of Rs. l.71 lakh for the: year 2003-04 and extra demand of Rs. 5.65 
lakh for the year 2004-05. A rep.orton recovery and reasons for refund as well 
as variation in demand has not been received (October 2009). 

Under the OVAT Act; penalty equal to twice the amount of tax assessed in 
audit assessment is leviable without prejudice to any penalty or interest that 
may have been levied under any othef provision ofthe Act. Further, under the 
Act, any person, who being a: registered dealer collects any amount by way of 
tax in excess ofthe tax payable by hini is liable to pay in adi::lifiOn totlie tax for 
which he may be liable, a penalty equal to twice the sum so collected by way 
of tax. 

. . 
·' 

2.5.4.1 Test checkofthe audit assessments ofCuttack II circle revealed that 
demand of tax of Rs. 2.53 crore was· raised in May 2008 against a dealer for 
the period from April 2005 to September 2007. Of this, Rs. 73.47 lakh was 
found payable due to non-:-disclosure of turnover of Rs. 7.42 crore by the 
dealer in his self assessed returns. Though penalty of Rs. 1.47 crore was 
leviable for such · suppression, the AA did not levy any penalty while 
completing the assessment in May 2008. This resulted in non-levy of penalty 
of Rs. 1.4 7 crore. : 

After this was pointed oht, the AA :stated in December 2008 that the case 
would be examined. A report on further development has not been received 

··(October 2009). 

2.5.4.2 Test check of the assessment records of Cuttack II circle revealed 
that although two dealers. collected: tax in excess of that assessed for the tax 

:periods from April2005 to May 2006, the excess tax ofRs. 27,138 collected 
was not demanded at the time of assessment in October 2006 nor was penalty 
ofRs. 54,276 lakh levied. This apart, the AA also did not raise demand for the 
tax ofRs. 1.06 lakh found due in assessment. This resulted in short demand of 
tax ofRs. 1.87 lakh including penalty ofRs. 54,276. 

After ... the .. case . was .pointed out, .. the AA stated in December 2008 that 
proceedings would be initiated after• receipf of approval of head office. A 
report onfurtherdeveloprrient has not been received (October 2009). 

,The matter w~s· reported1to. the Government in July 2009; their reply has not 
·been received (October 2009). · · 
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Under the OST Act read with the Industrial Policy Resolution (IPR), 1996, a 
small scale industrial (SSI) unit located in zone C40 is eligible for exemption 
of sales tax on purchase of raw materials, machinery, spare parts, packing 
materials and sale of fmished products subject to a ceiling of 100 per cent of 
the fixed capital investment (FCI) for a period of five years from the date of 
commercial· production~. As per the Government of Orissa notification of 
March 2001 issued under the delegated provisions of the CST Act, interstate 
sale of goods manufactured by the SSI units are taxable at a concessional rate 
of one per cent against declaration in form C with effect from 1 April 200 1. 
As clarified by the CCT, Orissa in February 2003 this concession is, however, 
not available to the SSI units enjoying sales tax exemption under the IPR. 

2.5.5.1 Test check ofthe records ofCuttack II circle in September 2008 and 
subsequent scrutiny of records in January 2009 revealed that the AO while 
finalising .in July 2007 the assessment for the year 2004-05 of an SSI unit 
availing exemption under the IPR ·1996 computed tax on interstate sale 
turnover ofRs. 14.68 crore at the concessional rate of one per cent instead of 
four per cent. This resulted in short computation of tax of Rs. 44.05 lakh. 
Further, it was seen that tax ofRs. 45.30 lakh assessable at the rate of four per 
cent-OJ) intet:state,.sale turnover. .oLRs .. ll.33 crore for the .. years 2002-0J..and. , , ... 

·· 2003~04 was not computed and considered for allowance of exemption upto 
the ceiling limit. Thus, the total short computation of tax comes toRs. 89.35 
lakh which led to consequential excess exemption of tax ofRs. 89.35 lakh. 

It was further seen that against the FCI of Rs. 2.65 crore the dealer was 
allowed exemption of Rs. 1.66 crore upto 2002-03 leaving a balance of 
Rs. 99.22 lakh admissible for exemption during the remaining period of 
eligibility. The AO while finalisi1lg the assessments for 2003-04 and 2004-05 
under both the OST and CST Acts in March 2005 and July 2007 allowed 
exemption of Rs. 131.21 lakh. This resulted in excess exemption of Rs. 31.99 
lakh. The total excess exemption, thus, comes toRs. 1.21 crore. 

After the case was pointed out, the Government stated in July 2009 that 
intimation for verification of the books of account of the dealer had been 
issued which was pending for disposal. A report on further development has 
not been received (October 2009). 

2.5.5.2 Test check of the records ofBhubaneswar III circle in July 2008 and 
subsequent collection of information in March 2009 revealed that a registered 
SSI unit under IPR 1996 was eligible for tax exemption ofRs 45.68 lakh, i.e., 
the amount of FCI. The AO while fmalising the assessments for the years 

. 2001-02 to 2003-04 between March 2003 and February 2007 computed tax on 
the interstate sale turnover ofRs. 6.21 crore at the rate of one per cent instead 

40 Zone C : The State of Orissa is divided into zones depending upon their industrial backwardness. Zone C locations : Angul, Balasore, 

Bargarh, Berhampur, Bhubaneswar, Chllatrapur, Cuttack, Dhenkanal, Jajpur, Jbarsuguda, Panposh, RKyagada, Sambalpur and Talcher Sub 

Divisions. 

42 



Chapterii: Sales Tax, Value Added Tax and Entry Tax 

of four per cent. This resulted in short computation and consequential excess 
exemption of tax ofRs. 18.63 lakh. 

After the case was poirited out, the Government stated in July 2009 that 
reassessment proceeding had been completed in May 2009 raising demand of 
Rs. 76.06 lakh which included other' points considered in reassessment. A 
report on realisation has no.tbeen received (October 2009). 

Under the. OVATAct, unfu~mufactured tobac~o is exigible to tax at the rate of 
fo'irr per cent from 1 July 2005 to 31 May 2007. Further, for evasion or 
escapement of tax penalty equal to i twice the amount of tax additiomi.Uy 
assessed is also leviable. 

i 

Test check of the records of Samabalpur I circle in September 2008 revealed 
that a registered dealer. did not ! pay tax on sale of raw tobacco 
(unmanufactured tobacco) valued at Rs. 10.71 crore effected-ducing July 2005 
to March 2007. The AA while con:iplbting the assessment in July 2007 ofthe 
dealer for the' period from April2005, to March 2007 also considered the said 
sale turnover as tax free sales and did not levy tax thereon. This resulted in 
non-levy of tax of Rs. 42;·86lakh. Besides, penalty of Rs. 85.72 lakh is also 

· ·· · ·· leviable. · 
:· ... ' 

After the case :was pointed out, 'the Govei'Ilfbent stated in July 2009 that 
proceeding for assessment of taX: on the escaped turnover was initiated in 
January .2009 which was .. pending as the dealer had taken time. A report on 
further development has not been received (October 2009). 

' , . 

According to the OVAT Act/Rules,' ~here·· a dealer required to file a return 
under the Ad fails without sufficient cause to pay the amount oftax due as per 
.the return, .revised return.or final return, as the case.inay be, for any tax period,. 
such dealer is liable to pay interest in: respect of the tax which he fails to pay 
a,ccording to the return, at the rate of one per cent per month (two percentum . 
per month frorh 1 April2005 to 30 June 2005) from the date the return for the 
period was due to the date of its payment or to the date of order of assessment, 
whichevet is· earlier. The Rules further provide that where a dealer fails to 
make payment of the tax due and inter:est thereon along with the return for any 

·tax period, penalty at the .rate of two pf!r cent per month on the tax and interest 
. so payable frOm .the date it .had hecor)le due to th~ date_ oJjt~Lpl;lyment or the 
. order. of assessment, whichever is earlier, is leviable by giving prior notice to 
the dealer. · ' 

' ' : ' ~ . . 

Test ·check of audit assessments as. well as self assessed returns of· four 
. circles41 ~md four ranges42 revealed that 30 dealers-'paid tax ofRs. 75.01 crore 

41' Cuttack II, Ganjam II, Nuapada and Rourkeia II, 

42 Baiasore, Bhubaneswar, Cuttack II and Sundargarh, 
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with delays ranging fromJ . to 442 days. Further, in Cuttack II circle a dealer 
did not deposit the admitted tax of Rs. 1.43 lakh alongwith the return for the 
period from April 2005 to December 2006. Though interest and penalty of 
Rs. 39.35 lakh and Rs. 50.30 lakh respectively was leviable, the same was not 
levied by the AAs. 

The matter was reported to the Government in Jtdy 2009; their reply has not 
been received (October 2009). 

Under the Orissa Entry Tax {OET) Act, 1999 and the Rules made thereunder, 
entry tax is leviable on the scheduled goods entering into a local area for 
consumption, use or sale therein at the rates· prescribed in the schedule 
appended to the Act. While bhujia and mixture .and machinery spare parts are 

·taxable at the rate of two per cent synthetic rubber and carbon black (being 
cherrucal) are exigible to tax at one per cent. Further, scheduled goods brought 
for use as raw material by a manufacturer on first entry into a local. area are 
taxable at a concessional rate of 50 per cent of the rate prescribed. 

Test check of the records of three circles43 betW~en May and August 2008 
revealed that while completing the assessments between March 2006 and 
January 2008 of three dealers for the years 2002-03 and 2004-05 the AAs did 

... , not levy tax .. on ~ynthetic rubber, c~.rbon bl~~k;, kurkure. and 'Qhujia and levied 
tax on machinery spare parts at a lower rate. This resulted in non/short levy of 
entry tax ofRs.70.04lakh. 

After the cases were pointed out, the Government stated in July 2009 that the 
reassessment proceedings intiated against the . dealers were pending for 
disposal. A report· on ;further development has not been received (October 
2009). . . 

Under the OST Act, wire rods are exigible to tax at the rate of four per cent 
and hardware goods being unspecified item are exigible to tax at the rate of 12 
per cent. Besides, penalty equal to one and a half times of tax assessed shall be 
leviable for furnishing incorrect particulars without sufficient cause. 

Test check of the records of Ganjam II circle irt August 2008 revealed that 
during 2004-05 a registered dealer had manufactured hardware goods like wire 
nail,· hard barbed wires and winding wires out of tax paid raw materials like 
wire rod and die powder but did riot pay tax on sale of the finished products. 
The dealer claimed exemption ori the sale of finished product as tax paid 
goods. While fmalising the assessment in Marth 2008 the AO also deducted 
the. entire sale turnover of fmished products as :.frrst point tax paid goods and 
the dealer was assessed to niL As the .finished goods and the raw materials are 
separately classified under therate chart the deduction ~_llowed was irregular. 

43 Balasore, Cuttack I (Central) and Jagatsinghpur. 
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This resulted in underassessment of tax of Rs. 13.27 lakhincluding. surcharge. 
Besides, penalty ofRs. 19.90 lakh is also leviable. 

After the case was pointed out, the Government stated in July 2009 that the 
case was reopened in August 2008 w]fich was pending for disposal. A report 
on further development has not been received (October 2009). 

Under the CST Act, sale of any goods in the course of interstate trade effected 
by transfer of documents of title to such goods are not subject to levy of tax. In 
support of such transit sale•>, certificates in form E-I or E-II and declarations in 
form C are required to be fumished by the dealers causing the movement and 
taking the delivery of the goods respectively. Sale of iron dust, iron scrap, coal 
and coke supported by declaration in form C are exigible to tax at the rate of 

-·.four per cent under the Act. · · 

Test check of the records of Rourkela I circle in September 2008 revealed that 
the AO while completing the assessment in February 2008 for the year 
2005-06 of a registered dealer dealing 'in iron dust, iron scraps, coal and coke, 
allowed sale turnover of Rs. 7.97 crore as exempt from CST treating the same 
as transit sale. Scrutiny of the assessment records revealed that the above sale 
turnover was not supported by certificates in form E-I or E-ll though 
supported by declarations. in form C. Thus, there was irregular allowance of 
transit sale resulting in underassessment of tax ofRs. 31.89 lakh. · 

Aft~r the case was pointed out, the Government stated in July 2009 that the 
reassessment proceeding 'initiated against the dealer was dropped since the 
dealer submitted. the valid E-I certificates in support of the transit sales which 
were not· submitted'· at :the ·.time· of ori'ginal assessment. However, the CST 
(Registration and Turriover) Rules, 1957 provides .that the E-I certificates 
should be funiished· upto the time of assessment by the first AA. Thus, the 
acceptance ~~E~I certificat~.s wis irr,egtilar,. 

Under the, OST Act, surcharge at the rate of 10 per cent is leviable on the 
amount of tax payable by the dealer. 

Test check of the records of Cuttack II and Angul circles in July and 
September 2008 revealed that the AOs while. completing the assessments of 
two registered dealers for the years . 2003.:04 and ~004-05 in March and 
December 2007 did not levy surcharge on the assessed tax of Rs. 2.46 crore. 
This resulted in non-levy of surcharge ·ofRs. 24.58 lakh. 

After the cases we;e pointed out, the Government stat~d.in July 2QO~\t~~tiil 
one case demand of Rs. 4.09 lakh had been raised in September.g/~Q${~~a.~":ID: 
the other case · reassessment proceeding initiate&· :i.ri Septenib~ri~~QQL \;';r.,~.,,.·;.~;' . 

pending for disposal. A report on recovery in the former}£M~t~:~!ltl~.' 
development in the latter has not been'i'eceived (October2009.f.;;;..,,. 

~~~1.'\', 
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2.5.12 Improper scrutiny resulted in excess adjustment of input tax 
credit 

As per the provisions of the OVAT Act, each and every return in relation to 
any tax period furnished by a registered dealer shall be subject to scrutiny by 
the AA to verify the correctness of calculation, application of correct rate of 
tax and interest, claim of ITC made therein and full payment of tax and 
interest payable by the dealer for such period. Further, if any mistake is 
detected as a result of scrutiny the AA shall serve a notice in the prescribed 
form on the dealer to make payment of the extra amount of tax along with the 
interest as per the provisions of the Act, by the date specified in the said 
notice. 

Test check of the self assessed returns in Rourkela 11 circle revealed that a 
dealer, in his return for the month of May 2007, instead of exhibiting input tax 
of Rs. 11 ,3 16 on a purchase value of Rs. 2.83 lakh exhibited input tax of 
Rs. 2.92 lakh in the four per cent tax group. The said input tax ofRs. 2.92 lakh 
was adjusted by him against the output tax payable for the month. The 
erroneous exhibition and adj ustment of input tax could not be detected by the 
AA during scrutiny which indicates inadequate scrutiny of returns. This 
resulted in excess adjustment of ITC of Rs. 2.8 1 lakh. Besides, as the dealer 
did not pay the tax due by declaring excess input tax, he was liable to pay 
interest and penalty thereon amounting to Rs. 1. 79 lakh. 

After the case was pointed out, the AA stated in December 2008 that the case 
would be re-examined. A report on further development has not been received 
(October 2009). 

The matter was reported to the Government in July 2009; their reply has not 
been received (October 2009). 

I 2.5.13 Non-raising of demand 

As per the provisions of the OV AT Rules, all the returns received from the 
dealers shall be subject to scrutiny by the AAs. If as a result of such scrutiny 
the dealer is found to have made payment of tax, Jess than what is payable by 
him for the tax period, as per the return furnished, the AA shall issue a notice 
in the prescribed form to the dealer directing him to pay the balance tax and 
interest. 

Test check of the records of Ganjam n circle relating to scrutiny of returns 
revealed that though several discrepancies such as short payment of tax of 
Rs . 1.53 lakh in 11 cases, inadmissible ITC of Rs. 57,752 in six cases and 
computation mistake of Rs. 2,000 in one case were noticed during scrutiny 
between October 2006 and June 2007, no fo llow up action in the form of 
issuance of statutory notice to the dealers was taken as required under the 
provisions of the Act. 

After this was pointed out in February 2009, statutory notices were issued in 
February 2009 in a ll the cases. A report on further development has not been 
received (October 2009). 
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·::The mattec was reported .to the Government in July.2009; their reply has not 
beerrreceiyed (Oeto]Jer2009}: , .. ,., .. 

, • ,. •• ·.' I ' ' 

According to the provisions ofthe OVAT Act, ITC is admissible to registered 
dealers against tax paid on purchases ljllade within the State from a registered 
dealer in respect of goods· intended for use in specified purposes. Further, 
where a registered dealer sells or dispatches goods, both taxable and exempt 
from tax underthe Act, ITC shall be aHowed proportionately only in relation 
to·the goods which are not so.exempt. 

Test check of assessment records of Cuttack U circle revealed that in two 
cases, although the dealers had effected both exempted and taxable sales 
dtiring the years 2005-06 and 2006-07, ITC was· aU owed in full without 
calculating the same on proportionate basis as per the formula prescribed. This 
resulted in excess allowance ofiTC ofRs. 2.07lakh. 

After the cases were pointed out, the AA stated in November 2008 that action 
would be . taken after examination 'of the cases. A report on further 
development has not been received (OCtober 2009). 

The matter was reported to the Government in July 2009; their reply has not 
been received (October 2009). 

The OVATIOET Act and Rules provide for: 

(i) Disclosure of actual turnover by the dealer {n the self assessed returns; 
and 

(ii) accurate determination of turnover by the AAs at the time of 
assessment. 

Non-observance of some of the abov~ by the dealers!AAs resulted in non
realisation of revenue of Rs. 3.61 crore as discussed in paragraphs 2.6.1 and 
2.6.2. 

The OET Act and the Rules made thereunder provide for levy and collection 
oftax on entry of scheduled goods into a local area for consumption, use or 
sale therein at the prescribed rates on the purchase value inclusive of insurance 
charges, excise duties, countervailing, charges, sales tax, value added tax, 
transport charges, freight charges and an other charges incidental to purchase 
of such goods. Ammonia, rock phosphate, sulphur and coal are taxable at the 
rate of one per cent. Further, scheduled goods brought for use as raw material 
by a manufacturer are exigible to tax at a concessional rate of 50 per cent of 
the rate prescribed. Besides, penalty not exceeding one and half a times the 
amount of tax . due on turnover that ·~as not disdosed by the dealer in his 
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· return is also leviable. Under the amended provision of the Act effectiye from 
19 May 2005 where, for any reason, all or any of the scheduled goods brought 
by. a dealer has escaped assessment or where the value of all or any .. of the 
scheduled goods has been underassessed, the dealer is required to pay in 
addition to tax, penalty equal to twice the amount of tax so assessed. 

2.6.1.1 Test check of the records' of Jagatsinghpur circle in May 2008 
revealed that one registered manufacturer imported ammonia, rock phosphate 

.:· ,, • and sulphur worth Rs;480.88' crore during 2003-04. The dealer also paid 
customs duty of Rs. 23.53 crore for import of goods during 2003-04. While 
completing the assessment for 2003-04 in March 2007 the AA did not include 
the. customs duty paid and determined purchase value of ammonia, rock 
phosphate and sulphur at Rs. 392.98 crore instead of Rs. 480.88 crore for 
computing the entry tax liability of the dealer. In case of another registered 
dealer the AA while .. completing the reassessment for the year 2003-04 
rejected the claim of high sea sale of coal and assessed the turnover of 
Rs. 13.99 crore under the OST Act but did not assess the said turnover under 
the OET Act. 

The above omissions resulted in total short determination of taxable turnover 
of Rs. 125.42 crore and consequential underassessment of entry tax of 
Rs. 69:70 lakh. Besides, penaltyuptoRs. 1.05 crore is also leviable. 

After the cases were pointed out, the Governnient stated in July 2009 that 
reassessment proceedings initiated in both the cases were pending for disposal. 
A report on further development has not been received (October 2009) . 

. 2.6.1.2 Test check ofthe records ofCuttack H·range in September 2008 and 
· ·February 2009 revealed that the AAwhile finalising the assessment in August 

2006 for the period from April 2005 to February 2006 of a registered dealer 
manufacturing fertilizer determined the purchase turnover of scheduled goods 
at Rs. 1,325.92 crore and assessed tax accordingly. On cross verification with 
the assessment record for the year 2005-06 under the OVAT Act it was seen 
that the dealer had purchased goods valued at Rs. 1,448.22 crore during the 
period between April 2005 and February 2006. Therefore, the taxable 
purchase turnover of the dealer was short determined by Rs. 115.75 crore after 
allowinfadeduction ofRs. 6.55 crore towards entry tax paid. This resulted in 
rinderassessment of entry tax of Rs. 57.87 lakli. Besides, the dealer is also 
liable to pay penalty ofRs. 1.16 crore, 

. . 

After the case was pointed out, the Government stated in· July 2009 that the 
reassessment proceeding initiated was pending for disposal. A report on 
furtl?-er development has not been received (October 2009). 

The return form prescribed under the OV AT Rules provides for filling therein 
the tax/retail invoices issued by the dealer !or a particular tax period and the 
total value of sales thereof. The dealer is required to calculate the tax due on 
the basis of the sale invoices and pay the tax· or proof of payment of tax along 
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with the return.· Under the Act, interest at the rate of two per cent per month is 
leviable for the period from the date on which the tax was due till the date of 
payment. 

·. ' ' i \ ' 
Test check 'of.the assessment ~ecoids .as well as the self assessment returns . 
filed by the dealers for the years 2005"-06 to 2007;..08 of Cuttack-II range and 
Rourkela II circle revealed that in four cases, the dealers calculated output tax 
on turnover less th~m that shown in the invoices and accordingly paid less tax 
after adjustment of ITC. This indicates that the tax audit teams while taking 
up .. tax audit of the dealers in the assessed cases ·did not examine the invoice 
wise sale.value vis-a-vis the sale value on which output tax was calculated by 
the dealers and also did not poirit . out the 'srippressiciii in the A VRs. The 
suppression made by th~ dealers in the ·self assessed returns could not also be 
detected due to ineffective scrutiny or returns. During audit assessments, the 
AAs considered the points· raised . iri: the A VRs and . did not verify the sale 
turnover mentioned in the retUrns and the sale tumoveras per invoices issued 
and/ or sales statement furnished by the dealers. Thus, failure on the part of the 
departmental officers to .~crutinise the self assessed returns as well as during 
tax audit and .audit assessments led to escapement of tax of Rs. 10.36 lakh. 
Besides, interesfofRs. 1.94 iakh was also leviable. 

After the case was· pointed out, the AAs stated in November 2008 that the 
cases would be examined. A report on further development has not been 
received (October 2009). 

The matter was reported to the Government in July 2009; their reply has not 
been received (October 2009). 

Government n'oiifications of April.)Q91, April 2001 and May 2002 provide 
for: '·' 

(i) Exemption of tax· on interstate sales subject to fulfilment of the 
prescribed conditions; and · ·· .... 

. -~ ·.1 .• - - • : : •• 

(ii) . mandatory submission ofdeclaration forms. ·. 
' I'· 

Non-observance of soine of the abdve: by the AAs resulted in short levy of tax 
ofRs.·1.18 crore as discussed in paragraphs 2. 7.1 and 2.7.2. 

l. .· 

. · · •, · I· · 

mexercise ofthe powers conferred by the CST Act, the Government of Orissa 
exempted interstate sale of iron and steel from levy of tax with effect from 1 
April 1991 ·subject to fulfilment of the prescribed conditions without 
submission ofthe statutory declaration in form C With effect from 14 May 
2002, by an ru,nendment in the CST Act, submission .of form C was made 
mandatory. Inhmitate sale of iron and steel and p·addy not supported by valid 
declarations are taxable at the rate ofeig~t per cent. 
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2. 7.1.1 Test check of the records of Rourkela II circle in March 2008 
revealed that while finalising between March 2006 and March 2007 the 
assessments of five registered dealers under the CST Act for the years between 
2002-03 and 2004-05, in four cases, the AOs allowed sale turnover of iron and 
steel of Rs. 8.32 crore effected during 2003-04 and 2004-05 as exempted sale 
without supporting declarations in form C. In another case, the AO allowed 
exemption of tax on sale turnover of iron and steel of Rs. 2.09 crore for the 
year 2002-03 accepting duplicate C forms. Thus, irregular grant of exempted 
sales resulted in underassessment of tax of Rs. 83.29 lakh as shown in the 
following table. 

(Rupees in lakb) 
No. of Year assessed Turnover Amount of tax Nature of irregularity 

dealers Montb of assessment underassessed 
3 2003-04 816.96 65.36 Exemption was allowed 

March 2007 without supporting 
declaration in form C. 

I 2004-05 15.44 1.24 -do-
January 2007 

Sub total: 832.40 66.60 
I 2002-03 208.68 16.69 Exemption was allowed 

March 2006 against duplicate C forms 
Grand total : 1,041.08 83.29 

After the cases were pointed out, the Government stated in July 2009 that in 
all the cases reassessment proceedings had been initiated which were pending 
for disposal. A report on further development has not been received (October 
2009). 

2. 7.1.2 Test check of the records of Bolangir circle in February 2008 
revealed that the AO while finalising the assessment under the CST Act in 
January 2007 for the year 2003-04 of a registered dealer allowed the interstate 
sale of paddy worth Rs. 2.85 crore as exempted sale though the dealer did not 
furnish declaration in form C or D. Irregular grant of exemption resulted in 
underassessment of CST ofRs. 22.80 lakh. 

After the case was pointed out, the Government stated in April 2009 that 
demand of Rs. 12.95 lakh was raised in March 2009 on completion of the 
reassessment proceeding. A report on recovery has not been received (October 
2009). 

2.7.2 Underassessment due to incorrect application of concessional 
rate of tax 

Under the delegated provisions of the CST Act, with effect from 1 April 2001 
interstate sale of goods manufactured by SSI units are taxed at a concessional 
rate of one per cent against declaration in form C. This concession is not 
extended to the sales made to Government departments against declaration in 
form D. Sale of such goods against declaration in form D is taxable at the rate ' 
of four per cent under the CST Act. 

Test check of the records ofRourkela II circle in March 2008 revealed that the 
AO while fmalising the assessments in March and December 2006 for the 
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. - . -

years 2002-03 and 2003-04 under the CST Act in respect of two registered SSI 
units, levied tax at the concessional rate of one per cent on the sale turnover of 
Rs. 4.05 crore made against declarations in form D instead of the correct rate 
qf four per cent. This resulted in short levy of tax of Rs. 12.14 lakh. 

I 

After the cases were pointed out, the Government stated in July 2009 that 
reassessment proceedings were initiated in both the cases which were pending 
for disposal. A report on further development has not been received (October 
'2009). 

i; 
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T¢st check o( the records. relating to. assessment/~d 90Hection of motor 
. vehicles tax in the ·• office of the State ·Transport Authority, Orissa; and the· 
regional transport offices conducted. during the. year (2008-09 · revealed 
non/short realisation/levy of tax and fees, penalty etc., amoimting toRs. 75.24 
crorein1,77,339 cases which fall under the following .categories: 

'. . ;.· ·.;·._: ; . 

IT al!ll«liit of "V AlliAN" fum tl!ne ~rfissa Motor 
Vel!nides Departmellllt (A nvn.ew) 

2. Non~ levy/realisation· ·.of. motor. vehicles 30,834 64.66 
tax/additional tax and penalty 

3. Non/short realisation of compounding 1,44,579. 1.55 
permit fee/process fee 

4. Non/short n~alisation 923 0.39 
, .. 

5. Short levy/realisation of motpr 232 0.28 
tax/additional tax and 

_ ... , 6: 143 0.05 

7: Other: irregularities 627 0.74 

.· .. ·. To tan 1,17,339 75.241 

During the year :2008-'09 the departnq.~rttatceptednoh/short realisation, levy of 
tax and other ·deficiencies•of tax art~ penalty ofRs. 60.26 crore in 61,313 
cases, which were· pomted o:ut in. audit in 2008.,09 and earlier years.· The 
department recovered R.S. 77.6llakh IT{ 1,548. cases. . 

I ,. • • ·.·-•. ,, ~ ·, ' 

A review oirl. ·.''IT·~anndit of 'VAHAN' in the Olrftssa M~t({J)~ Vehicles 
Department'' involving Rs. 7.57 crore :and · a ·.few illustrative audit 
obser-vations. . involving Rs. 66.49 crore are discussed in the foUowir{g 

· paragrapl;ls. · 1 

" . ' ·_,~;.: .. ~ . 
·, 

' ,t· 

. . .' ~ ., . 
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3.2 Information Technology audit of "V AHAN" in the Orissa 
Motor Vehicles Department 

Highlights 

Non-imposition of penalty/daily damages amounting to Rs. 1.87 crore due to 
delay in completion of the smart card based registration certificate project. 

(Paragraph-3.2.8.1) 

Non-imposition of penalty of Rs. 1.06 crore for not achieving the Scheduled 
Commercial Operation Date by the concessionaire. 

(Paragraph-3.2.8.2) 

Non-imposition of late fine of Rs. 29.31 lakh for delay in issue of smart card 
based registration certificates by the concessionaire. 

(Paragraph-3.2.9) 

Short realisation of one time tax and non-realisation of entry tax due to 
non-inclusion ofET field in the database. 

(Paragraph- 3.2.13.1) 

Inadequacy of input controls resulting in duplication of engine and chassis 
numbers. 

(Paragraph- 3.2.13.2) 

Inadequacy of input controls resulting in registration of two or more vehicles 
under the same insurance cover note. 

(Paragraph- 3.2.13.3) 

Partial data capture resulting in presence of incorrect data in key fields. 

(Paragraph -3.2.13.4) 

Inadequacy of validation controls resulting in capturing of irrelevant dates and 
incorrect values in various fields, rendering the database unreliable. 

(Paragraph-3.2.13.5) 

~.2.1 Introductio~ 
The Motor Vehicles (MV) Act, 1988 vests upon the State Government the 
responsibility of providing an efficient public transportation system, 
registration of vehicles, issue of driving licenses, road permits, fitness 
certificates and collection of road taxes. The State Transport Department 
administers and implements the above activities. It is also entrusted with 
policy making, co-ordination, implementation, monitoring and regulatory 
functions of all transport related activities and enforces transport rules to 
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collect tax and fee. The Regional Tr:ansport Officers (RTOs) implement the 
Orissa Motor Vehicles Taxation.(pMVT) Act and Rules for the state. 

The Transport Commissioner-cum-C]fairperson, State Transport Authority 
(STA), Orissa is the head of the department and the apex controlling and 
monitoring authority, He/she is assisted bythree Additional Commissioners, 
one Secretary, three Deputy Commissioners functioning at zonal levels, 26 
RT0s44 and three45 Additional Regional Transport officers (ARTOs) 
functioniri:K af"regional·levek The Information Technology Department in the 
Orissa Motor Vehicles Department (OMVD) is headed by the Additional 
Commissioner of Transport (Technical). National Informatics Centre (NIC) 
(Orissa unit) has been providing technical assistance for customisation and 
backend integration for implementation: of 'Vahan' .. 

' . . . . . ' . . . 

The registration of motor vehicles through smart card based registration 
certificate (SCBRC) under e-Goveman~e was introduced with the application 
softw~e 'Vahan' using Java as the front-end. application programme and 
Oracle lOG for the backend database. The project was outsourced to the 
concessionaire M/s Smart Chip Limited (SCL), New Delhi in July 2006 on 
build-own-operate-transfer (BOOT) basis for a period of 15 years. 

The processes involved in the system are summarised below: 

.I User 

j .. ., 

Acceptance of application along with 
supporting documents, receipt of 

~1· tax/fee (Concessionaire) 

~ 

Entry of data and venficatioil of RTO 
submissions (Concessionaire) 

~ 

'Database upgated, vehicle number Application processed as per Act 

generated and RC(smart,.card) and rules,. fitness test, if any, and 

prepared (Concessionaire) verification and approval of 
transactions (RTO) 

!------------!>1,1. Authentication/signature by RTO I 
Issue of RC/Smart Card 

(Concessionaire) 
! 

44 RTOs - ;.ngul, Balasore, Bargarh, Bhadrak, Bhubaneswar, Bolaitgir, Chandikhol, Cuttack,Dhenkanal, Gajpati, Ganjam, Jagatsingpur, 

Jharsu~da, Kalahandi, Keonjhar, Koraput, Mayurbhanj, Nabarangpur, Nayagarh, Nuapada, Phulbani, Puri, Rayagada, Rourkela, 

Sarnbalpur and Sundargarh. 

45 ARTOs- Barbil, Khufda and Raiiangpur. 
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The audit objectives Were to assess whether: 

® the project was commissioned within a re~sonable time; 

Q) the performance of the concessionaire was in accordance with the 
agreement signed with the Government of Orissa (GoO); 

. the department was able to effectively utilise the software for the 
registration ofvehicles and :r~alisation of fees/ tax; 

the 'Vahan' software met the requirements ofthe Motor Vehicles Act,-·· 
1988, Orissa Motor Vehicles Taxation Act, 1975 and the Rules made 
thereunder arid was synchronised with the critical business needs of the 
·department; and' 

proper input, validation and process controls existed in the system to 
ensure that the data captured was authentic, complete and accurate. 

, The scope of the · IT audit included the·. audit of implementation and 
\ examination of controls in the application software "Vahan" viz. registration 

of vehicles and allied activities and collection of taxes and fees for the period 
from the date of implementation up to October 2008 and a review of the 
performance of the concession_aire. ·. 

Apart from the office·ofthe.~tateTransport Authority (STA), eight46 regional 
transport offices were sel_ected on the basis of random sampling. The database 
of these R TOs was provided by the Transport Department in the shape of 
DMP files, whichwere importedand analysed through CAAT47

• 

The provisions of the following Acts and Rules were used as audit criteria. 

(} Motor Vehicles Act, 1988 

® Central MotorVehicles Rules,.1989 

® Orissa Motor Vehicles Taxation Act, 1975 

@ Orissa Motor Vehicles Rules, 1993 · 

. {\) Concession agreement between the Government of Orissa and M/s. 
Smart Chip Limited, NewDelhi dated 29 July 2006 

Best practices followed for IT implementation. 

46 Angul, Bhubaneswar, Ctittack, Jharsuguda, Nabarangplir;. Rayagada, Rourkela and Sundargarh. 

47 Computer Assisted Audit Techniques 
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Audit acknowledges the co-operation of the STA in providing necessary 
information[or the .IT audit" TI:le observations of the audit were communicated 
to the department in June 2009. The replies of the department (July 2009) have 
been suitably incorporated in respective paragraphs. 

3.2.8.1. Audit scrutiny revealed the following shortcomings in execKetion 
of the project by the concessionaire 

The concessionaire was to establish the project facilities and undertake 
implementation of the project in conformity with the project completion 
schedule and the project milestones so as to achieve the commercial operation 
date (COD) on or before the scheduled commercial operation date{SCOD) by 
11 December 2006, i.e. within 135 days from the date of signing the contract. 
In the event ()f failure in completing the works other than commercial 
operation date within a period of 30 days from the scheduled date, the 
concessionaire was liable to pay damages to the GoO at the rate of Rs. 20,000 
per day until its completion. 

The table below indicates the extent of achievement of the important items of 
work by the concessionaire. 

Backlog entry of Registration Certificate and 
MV Tax for the last 14 years, and permits 
for the last five years prior to commercial 
operation date 

Setting up. of website 

Online connectivity between RTOs and STA 
arid creation · of central 'database· . for· 

·maintenance of real time records' 

11· December 2006. · 

, ·11 December 2006 

11 December 2006 

Not completed 

Not setup · 

Not done 

As per the agreement, the:GoO wa~ required to impose penalty/daily damages 
· of Rs. 1,87 crore48 ·on the concessionaire .for delay in completion 'of the work. 

The GoO, 'how.ever, did not il:lVoke the clause and demand the penalty .. 

3.2.8.2 As per the agreement, the concessionaire was required to take steps 
for effecting commercial operation of issue of SCBRC in all the RTO offices· 
of the State by 11 .Dec~mber 2006, i.e. within 135 days from the date of 
agreement. If .·the commercial operation·: date . was not achieved by the 

' 

48 Rs. 20,000 per ilayX 933 days (11.1.2007 to 31.7.2009)= Rs. 1.87 crore. 
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scheduled commercial operation date for any reason other than force majeure, 
the .concessionaire was liab.le to pay to 1he GoO, daily damages for delay in 
aclllevement of the commercial operation date at the mte of rupees one lakh 
peJ" day until the commercial operation date was achieved. 

The GoO vide its notification of September 2006, had also notified 11 
December 2006 as the scheduled commercial operation date and authorised 
the concessionaire for and on behalf of the GoO to collect tax, vehicles 
registration fees, permit fees etc. along with the service charges from users as 
per specified rates and deposit the government revenue in the designated bank 
accounts opened (separately for each RTO) for this purpose. 

The commercial operation date in respect of various RTOs varied from 23 
November 2006 to 26 March 2007 and the delays ranged from 2 to 106 days 
beyond the scheduled commercial operation date and the GoO was therefore 
required to levy penalty amounting toRs. 1.06 crore (at the rate of Rupees one 
lakh for 106 days). The GoO, however, did not take any action to impose 
penalty (February 2009). The reasons for not imposing penalty have not been 
furnished. However, the department had issued (March 2009) a show cause 
notice to the concessionaire in this regard. 

The department admitted the fai lure of the concessionaire in non-completion 
of the different aspects of the project and stated (July 2009) that the clauses 
did not provide for payment of damages at the rate ofRs. 20,000 per day to the 
GoO until its completion but to pay damages of Rs. 1,00,000 per day for not 
achieving the commercial operation date. It further stated that the 
concessionaire was granted further extension of 60 days along with penalty of 
Rs. 1,00,000 to acrueve the commercial operation date as per the agreement. 
The contention of the department is not acceptable since there were distinct 
sub clauses49 in the agreement providing for damages at the rate of Rs. 20,000 
per day for non completion of project specifications other than commercial 
operation date and for damages of Rs. 1,00,000 per day for not achieving the 
scheduled commercial operation date. Moreover, the extension granted to the 
concess10narre was not supported by any executive order from the 
Government. 

3.2.8.3 Short engagement of IT personnel 

In terms of the agreement, the Transport Department would engage IT 
personnel trained by the NIC who would be responsible for system 
administration at different RTOs and STA. The concessionaire would pay the 
monthly wages through the Transport Department. 

The system is in operation in 30 stations including ST A. As against the 
minimum requirement of 30 Assistant Programmers to look after the database 
and system administration, only 18 Assistant Programmers were engaged from 
July 2007 onwards and 12 RTOs were not provided with any programmers. As 
such these RTOs were deprived of the services of any programmer which 
could adversely impact the work of managing the database and system 

49 Sub clause 14.1.3 for Rs. 20,000 and Sub clause 14.1.4 for Rs. I lnkh per day 
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administration aw also resulted. ·m, undue benefit to the concessionaire 
a1illUHming to Rs_ JO lakh (Rs .. FO:,cr{iJ(iJ) per programmer per month :from July 
2007 to· July 2009!}. 

The department accepted the: audit obsb.vation (July 2009). 

J!Jeliu;y in i's,sue· ofsmart card !Jased r.efij'stration certijficate/:J;'it!ngss certificate 

As; per ·the agreement the concessionaire was. to issue the smart card based 
registration certificates (RC): within_ one day of collection of tax and fee for 
non-transport vehicles andl :fitness certificate (FC)!RC ""itilln one day after 
fitness, check for transport vehicles; 'failing which the . GoO was required to 
impose late fme of 10 per cent of the service charges o(Rs:. 167.01 collected 
by the concessionaire from every user in Iii.eu of the service provided. 

Audit scrutiny of the databases of seven50 RTOs revealed median delays 
ranging between 2 and 7 days and the GoO was :required to impose late fine 
amounting to Rs. 29.31 lakh for the delay in issue of smart card based RC for 
non-transport vehicles and RC/FC for transport vehicles as summarised below · 
which was not done. 

. Transpop:. 41,056. 2 to 7 days 6,85,676 

' Non-:transport 1,34,427 2to 5 days 22,45,065 

Total 1,75;483 29,30,741 

The delay in delivery' of serVices (issue of :RCiFC) to the ~sets and absence of 
monitoring onthe part of the departmellt to ensure.timely delivery defeated the 
purpose:ofe-goverriance and resulted'in·deficient citl~en services. Besides, no · 
complamt: register was maintained for lodging complaints by the users, 
,altJ?.pugh: the department had requested the Accountant General to take up the 
;rr:audit ou account of complaints from the RTOs regarding delay in issue of 
;RC/FC by the concessionaire. 

\:Ft.rrther, in' terms of the agreement~i the concessionaire was to furnish a 
iwpnthly report indicating,the delay in, issue of RCs/FCs and penalty leviable 

. . : b:q, account of this.~.However, neither did. the .cqpcession,~ll;e. .Wwi!)A .this report 
: riort did the dep~rtment can for the same . 
. ,,.,,\ ... 

lrhk'department accepted the audit ob-servations (July. 2009). . ' 
( .. ,,::.;.: ~ ·, 1,:' ) . ·. . .' < : '.· ~ ·, ' .· 

.. ·,,\ 

50 . .'. Angul; Bliubanesw!lf, Cutfuck, Tharsuguda; Rayagada, R~.urkel~ and Sundargarh. 
o ' • ' \ \ • • ' I 
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As per the conditions of the concession agreement, service charges for 
rendering paper RCs were Rs. 15 till the availability of smart card based RC. 
Further, it was decided that obtaining paper based RC was optional and 
payment of service charges for paper based RC was not compulsory. The GoO 
in Transport Department circulated a notification to this effect in May 2008. 

Scrutiny of the database of seven51 RTO offices revealed that the 
concessionaire was allowed to collect service charges for the paper based RC 
also from the users :right at the initial stage i.e. at the time of receipt of tax/fee 
by the concessionaire even though smart cards were available, which was in 
violation of the terms of the agreement. Also, such charges could be collected 
only if the user opted for a paper based RC. However, in the absence of such 
provision to indicate the option in the application form, the charges for 
obtaining paper based document were also included in the total charges. R TOs 
continued to issue paper based documents without confirming the option of 
the applicant. From 26 March 2007, the date of commercial operation of the 
project, till the date of audit, 1,50,136 new registrations with smart cards were 
issued in the seven RTOs and service charges to the tune of Rs. 22.52 lakh 
(1,50,136 x Rs. 15) was irregularly collected by the concessionaire from the 

........ ,,applic;ants. 

The department admitted the fact and also stated that the situation still 
persisted (July 2009). 

The hand-held terminal is a device to be used by the enforcement wing of the 
transport department to check the genuineness of the smart card, tax payment, 
validity of permit, fitness and previous offence committed, if any, through the 
software installed in it. The concessionaire was to provide the hand-held 
terminals and install the NIC-designed software in them. Though the software 
has been approved by NIC (February 2009) it was not installed in the devices. 

The purpose of having the hardware was therefore defeated as the enforcement 
squad was not in a position to check the vehicles effectively through smart 
card as envisaged. Thus, the smart card could not be utilised for any 
worthwhile purposes. 

The department admitted the audit observation (July 2009). 

The concessionaire was required to obtain and maintain in force all 
insurances in respect of the GoO revenue and project assets in terms of 
the agreement and furnish the papers in support of the insurance to the 
Government. The department has no record for ensuring the validity of 

51 Angul, Bhubaneswar, Cuttack, Jharsuguda, Rayagada, Rourkela and Sundargarh. 
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insurance on the project assets and the GoO receipts, in the absence of 
which the GoO receipts and the project assets would not be secured. 

® No fire safety measures such as fire extinguishers, fire alarms and 
smoke detection systems were found in any of the data processing/ 
server rooms, which was in violation of the agreement. Thus, there is a 
risk of hardware and data bss in the eventuality of occurrence of fire. 

The department admitted the audit observation (July 2009). 

3.2.13.1 Non-inclusion of entry tax field in the registration database 
resulting in short realisation of one time tax and non-realisation 
ofET 

The Orissa Entry Tax (ET) Rules and various circulars of the Transport 
Department provide that vehicles procured from other states would attract ET 
at the prevailing rate and one time tax52 (OTT) should be calculated on the cost 
of the vehicles including ET leviable thereon. Audit scrutiny revealed that the 
system did not have the facility to enter the ET, as a result of which ET was 
not realised while OTT was · short realised in respect of two wheelers, 
motorcars and motor cabs procured from other states. Payment of ET on 
vehicles was done through manual intervention for calculation of OTT in all 
the test checked RTOs except in RTO, Rourkela, where ET was not realised 
for. the vehicles procured from outside the state resulting in short realisation of 
OTT. The department did not inform NIC for incorporation of the required 
field and its linkage with the cost of the vehicle for calculation of OTT at the 
time of development and customisation of 'Vahan', or subsequently. 

Further analysis revealed that the dealer code was codified for 1,083 dealers 
out of which four dealers pertained to other states (Code No:- 4080, 99001, 
4044 and 4062). Besides, in most of the cases of acquisition of vehicles from 
other states, dealer code '50' i.e. others was allotted without specifying details 
of dealer address and state. Since dealer code '50' contains details of both 
dealers not codified inside Orissa and dealers not codified in other states, the 
ET liability and OTT could not be calculated properly, as a result of which 
there was a possibility of evasion ofET and OTT. 

This resulted in short realisation of tax of OTT- liable vehicles like motor 
cars/motor cabs acquired after 26 March 2007 in RTO, Rourkela for cases 
under dealer code '50' which pertained to dealers from other states. Test check 
of manual records confirmed short realisation of OTT due to non-inclusion of 
ET. Besides, ET was also not realised in respect of the above vehicles in RTO, 
Rourkela. 

The department, admitting the audit observation, directed its field 
functionaries to ensure computation of OTT on ET leviable on the vehicles 
purchased from outside the· state. A yircular was also issued in this regard 

52 OIT -One time tax for the entire life of vehicles payable for registration of vehicles like two wheelers, motor cars.and motor cabs etc. 
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(July 2009) with a copy to the concessionaire, NIC, Orissa unit and NIC 
Headquarters office, New Delhi. 

3.2.13.2 Existence of duplicate entries 

Chassis numbers, engine numbers and registration numbers are unique 
identification marks of a vehicle which are essential for the purpose of its 
registration under the provisions oftheMV Act. 

Analysis of the database revealed duplicate entries in the database. Out of 
5,01,967 vehicles registered in the eight test checked RTOs, 26 vehicles were 
registered with duplicc,t,t~ .. Gbl:!ssi_s .. J,J.YJTIQ~rs .. ll:nd 109 vehicles were registered 
with duplicate engine numbers and the duplication ranged from 2 to 3. The 
duplication in case of registration numbers was tWice in case of five vehicles 
and in another case the same registration number appeared five times. In one 
instance the same vehicle was registered twice and allotted with two different 
registration: numbers. 

This indicated absence of validation checks in the system and also inadequate 
supervisory controls over the input to ensure accuracy of data. Such 
duplication of registration is not only illegal but also poses the risk of plying 
invalid/stolen vehicles making .it possible to escape paying tax and legal 
complications to the bonafide owners in case of accidents, theft etc., besides 
generating .wrong MIS data. The matter needs to be investigated in detail by 
the department. 

The department while admitting the observation stated that NIC and the 
concessionaire had been informed to check this deficiency (July 2009). The 
reply of the department however did not address the issue of supervisory 
controls at their end. 

3.2.13.3 ···Registration of two or more vehicles under the same insurance 
.·cover note 

According to the MV Act, 1988, no person shall use a motor vehicle unless it 
is insured. Besides that, every motor Yehicle is required to be insured before 
its registration. 

Audit analysis revealed that there existed 16,609 records involving 3,596 
cover note numbers where one cover note was used in registration of 2 to 524 
vehicles. Further analysis and test check. of records manually in RTO offices 
confirmed the use of the same cover note in ·registration of more than one 
vehicle as detailed in Annexure-A. The transport authoritie·s·a:lso 'did not verify· 
the validity of the insurance cover note submitted along with the application. 

Thus, the absence .of validation checks and input supervision in the system to 
prevent the use of duplicate cover notes resulted ill fraudulent use of insurance 
cover notes and would give rise to legal complications. 

•' ·' 

62 



Chapter1/I: Taxes on Motor Vehicles 

The department while admitting the observation stated that NIC and the 
concessionaire had been informed to check this (July 2009). 

3.2.13.4 Data not entered in key fields 

As per the MV Act, 1988, tax is levied based on parameters like sale amount 
and unladen weight in respect of private motor cars, motorcycles etc., seating 
capacity in case of passenger vehicles like stage carriages and contract 
carriages and laden'weight"in the case of goods vehicles. 

Data analysis o:f the registration database in respect of the test checked RTO 
offices revealed that certain key fields contained the value 'zero' in several 
records as detailed in Anntxure-B. The audit findings are summarised below: 

* Seatingcapacity was not entered in 4,883 cases out of which 109 were 
passenger vehicles. 

® Sale amount was not entered in 1,96,245 cases. 

s Cubic capacity was not entered in 14,822 cases. 

ow Unladen weight was not entered in 5,764 cases out of which 4,233 
cases were private vehicles. · 

Laden weight was not entered m 88,982 cases out of which 337 
vehicles were goods carriages. 

Sale aniount and seating capapity of non transport/ private vehicles 
were not entered in2,385 cases; · 

Non-entry of data in the above key fields indicated deficiency in input controls 
and absence of supervision. 

The. department, while admitting the observation (July 2009), informed that 
NIC and the concessionaire had been asked to check these cases. 

3.2.13.5 Lack of data validation · 

The MV Act and Rules provide certain basic parameters for certain class or 
categories of vehicles. For example, th~ fitness validity for private vehicles is 
15 · years from the date of grant of fitness, laden weight of goods carriage 
should not exceed 49,000 kg, seating capacity of two wheelers should not 
exceed three and registration numbers should start with the State Code OR 
instead of '0' R(zero R). 

Test check in the selected regional tranSport offices r.evealed a large number of 
unusual and· improbable/incorreCt data in the databases that implies 
unreliability of data and inadequate supervision as detailed in Annexure-C. 

Audit observed that:- , . 

· $. Invalid/expired insurance covet notes were :accepted at the time of 
receipt of tax and fee during registration· of33 vehicles (Annexure D). 

• Validity of fitness exceeded 15: years from the date of registration of 
vehicle in case of 66 vehicles. 
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• Validity of insurance exceeded 15 years from the date of registration of 
vehicles in 27 cases. 

• Date of expiry of insurance was the same as the date of 
commencement of insurance in seven cases. 

• Date of validi ty of tax payment exceeded 15 years from the date of 
registration of vehic les in 18 cases. 

• The seating capacity of light motor vehicle (LMV)-private car was 
indicated as 25 to 796 as against the maximum capacity of 12 in 38 
cases. 

• Laden Weight (RL W) of goods carriage exceeded 49,000 Kg in 84 
cases. 

• Two wheelers were shown as having seating capacity of more than 
three in l ,069 cases. 

• Seating capacity of passenger vehicles like auto rickshaws which have 
maximum capacity ofthree was indicated as 125 to 417 in 14 cases. 

• Cubic capacity of two wheelers was below 25 cc in 4,668 cases which 
is not avai lable in the market. 

• Registration numbers were starting with zero (0) R instead of OR in 67 
cases. 

• 1,382 vehicles were registered on Sundays. 

• In one case fitness fee was shown as received on Sunday. 

• Acceptance of fee/tax beyond office hours in 3, 749 cases. 

The department whi le admitting the audi t observation instructed all field 
functionaries to be vigi lant and ensure that the errors did not recur and 
requested NJC to put necessary va lidation checks (July 2009). 

3.2.1 3.6 Lack of contilluity of Registration Numbers 

3.2.1 3.6.1 The MY Act provides that a registering authority shall assign a 
unique mark (Registration Number) in a series to every vehicle at the time of 
registration. Allotment of advance registration number for a vehicle is made 
on the request of a vehicle owner for a specific number chosen by him. Jn a 
sing le series, 9999 numbers can be allotted to vehicles, in a sequential manner, 
unless certain numbers are reserved or blocked at the request of the vehicle 
owner. 

An analys is of the registration database showed a gap of 1, 114 numbers as 
detailed in Annexure-E in respect of foUI.s3 regional transport offices which 
indicated lack of continu ity in allotting registration numbers resu lting in 
improper management of registration of vehicles besides possibility of misuse 
of unalloted numbers. 

53 BhubaJ1es"ar. Cuunc~. Jharsugudn and Rourkela. 
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This indicated that business rules were not built into the system to ensure that 
vehicle registration numbers were automatically generated. 

The department stated (July 2009) that 'Vahan' software provided locking 
system to ~nsure continuity of • registration numbers. The reply of the 
department is not tenable in view of existence of gaps between registration 
numbers. 

3.2.13.6.2 Further analysis revealed that there were long gaps (7 days to 207 
days in 3,892 cases in case ofRTO, Bhubaneswar) between the date of deposit 
of tax/fee and allotment of. registration numbers in respect of registrations 
done after 26. March 2007. Since the allotment/assignment of numbers was 
made manually by RTOs, the gap between deposit date and registration date 
indicated the possibility ofchoice numbers being allotted without payment of 

. proper fee. This was also in violation:. of the terms of the agreement that the 
concessionaire should generate the vehicle registration number from the 

. system.· 

The department stated (July 2009) that the above audit observation would be 
taken care of automatically once reg~stration numbers were automatically 
generated. It is reiterated that automatic .generation of registration numbers 
may be resorted to early. 

3.2.13. 7 Irregular allotment and acceptance of reservation mambers 

As per STA notification of August 2002, the allotment of numbers beyond 
1,000 from the last number assigned in the series and within 10,000 from the 
last number assigned in the series would be made on payment ofRs. 2,000 and 
Rs. 4,000 for two wheelers and other than two wheelers respectively. 

. . 

Analysis of the main database in RTO, Sundargarh revealed that though the 
number prevailing on 19 August 2008 ··was OR16C-2820, numbers like 
OR16B-6060,. OR16H-0632 and OR16J-0632 were· allotted as reservation 
numbers on the same day. Thus, on a particular date, numbe+s from 16B, 16C, 
16H and 16Jseries were allotted which shows that the system did not have in-

.. built controls to restrict allotment of numbers beyond ro,ooo' of the current 
senes. 

·The department, admitting the observation, instructed the RTOs not to repeat 
such mistakes (July 2009). 

3.2.13.8 Non transport vehicles with lapsed registration 
, ·.l'r 

The MV Act, 1988 provides that a certificate of registration in respect of a 
motor vehicle, other than a transport vehicle, shall be valid for a period of 15 
years from the· date of issue of such certificate and shall be renewable. 
Obtaining a: · ceitificate of :,fitness from the competent authority . is a pre
requisite for renewal of registration of non. transport vehicle. Non-renewal of 
certificate of registration amounts to using the vehicle without registration and 
attracts minimum fme for driving without registration at Rs. 2,000 for the first 
offence and Rs. 5,000 for each subsequent offence. Besides, fee for renewal of 
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registration, fee for conducting test ·for fitness and fee for grant of renewal of 
fitness at appropriate rates is also realisable. 

Analysis of the database as of 31 October 2008 in four54 RTO offices revealed 
that the registration of 9,326 Iion:-transport vehicles like two wheelers and 
private cars had expired, the details of which are given in Annexure-F. No 
details of re-registration of such vehicles were available in the system. These 
vehicles were plying without valid· registration. Further, re-registration of 
these vehicles would have resulted in realisation of re-registration fee, testing 
fee and fitness fee to the tune of Rs. 24.73 · Iakh froin the vehicle owners in 
respect of the above vehicles. Besides, a minimum penalty. of Rs. 1.87 crore 
(9,326 x Rs. 2,000) would have been levied. 

The department stated (July 2009) that it was not correct to conclude 
non-realisation of revenue on the basis of data. available in-general register of 
registration (GRR) since large number of vehicles would have been damaged 
beyond economical repair. While appreciating the view of the department, it is 
stated that they should inake optimum use of the software in detecting vehicles 
with lapsed registration and place demand against the registereaowner which 
would also facilitate the cancellation of registration in respect of vehicles 
damaged beyond repair as per Orissa Motor Vehicles Rules. 

3.2.13.9 Transport vehicles without fitness certificate 

The MV Act, 1988 provides that a transport vehicle shall not be deemed to be 
validly registered unless it carries a certificate of fitness issued by the 
competent authority. It also attracts a minimum fine of Rs. 2,000 for the first 
offence and Rs. 5,000 for each subsequent offence for driving a vehicle 
without registration and fitness certificate. 

Scrutiny of the database revealed that as of 31 October 2008, certificates of 
fitness of 8,093 transport vehicles of different categories had expired in the 
eight RTO offices test checked. The vehicles hadnot renewed their certificate 
of fitness as on 31 October 2008. This led to many unfit vehicles plying on the 
road which can have associated impacts on environment and road safety. 
Further, this also resulted in non realisation offitness fee·at the rate applicable 
for the above categories of vehicles (Three wheelers, LMV, MGV, HGV).The 
enforcement staff of the department also failed to utilise the information 
available in the 'Vahan' database resulting in non realisation of minimum fine 
ofRiC1.62 crore. Besides~ fitness fee ofRs.·3 L04lakh was also not realised .. 

The department stated (July 2009) that it was not correct to conclude 
non~realisation of revenue on the basis of data available in the GRR since 
many of the transport vehicles have become permanently incapable of plying. 
While appreciating the view of the department, ·it is stated that they should 
make optimum use of the software in detecting vehicles with lapsed fitness 
and issue notice or. raise demand against the ·registered owner in augmenting 
the revenue which could facilitate the renewal of fitness certificates as per the 
Orissa Motor Vehicle Rules. 

·'54 Bhubaneswar, Cuttack, Rayagada and Sundargarh. 
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The 'Vahan' software was designed to automate the management of complete 
information relatedto vehicleregistration. · · 

Though the · system presently captures infonnation relating to vehicle 
registration, o"'ner.and vehicle details andcallecti<>,n oftax/fee·and fitness, the 
following modules were yet to be made operatiollal. . . . . 

® Permits including inter state movement · 

® • EnforcementNehicle Check Report 
. . . 

@ · Temporary registration 

0 . Demand, collection (lnd balance statements: 

This has re~uited in the d~partmerit'failing to fully utilise the system as a 
Managell1ehtlrtformaticm System tooL · . . . · .. . . .· . 

The department while admitting the auditobservationstated{July 2009) that 
the pehnit moduleis tmd~rcl.lstomisation. Thereply was, however, silent 
regardingtheothe.r modules. · · 

; . . _· . . ~· . . : .' 

Physical auid logical acces.s controls 
' ' . .· ' . ',. ,·, ". 

The systeiJi. including the ·server, network and switchers etc., were freely 
accessible maldng it vulnerable to physical threats by unauthorised persons. 
The system has no restriction for repeated log in attempts by any unauthorised 
userbyentering wrong user ID and p~ssword. . 

No password 'p()licy has been framed ··ahd enforced restricting only auth,orised 
users to.have a9cess to the.system. No.awateness has been created.among the 
users regardingperiodical change ofpassword. .· 

. Business continuity planning is necessary for reco~e~ of business· processes, 
with minimum loss . to bu~iness atid rriinimal . downtime, in the. event of a 

.. disaster: Con~idering. the criticality of t}le system, tlie departm~nt was required 
· . to formulate, docume11t and< test disaster recover)' plans and ensure that staff 

were clade aware of their responsibilities to ensure business 'continuity. 

The depart~erit did notfof111ulate·abusi1le~s'continuity and disaster recovery 
plan, A pblilcy for taking backup ofci~tic~rdata at regular intervals and storing 
it· at remote locations to ensure continuity. of operations in case of a disaster 

. was not framed. ·. ,• .. . . " . . 

Thedepartilient stated that there ~er~ cliJferent levels of backup procedure. 
The departme~t's reply was silentre'garding remote storage, instant recovery 
and r)etiodical testing ofbackup data ,for rettievaL(July 2009). 

• ' ~-~ •• • !. 

; '~: 
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~.2.17 Lack of long term strate~i 
The Transport Department has not formulated and documented a formal 
strategy for eventual acquisition, maintenance and utilisation of the 
information system for proper governance and is completely dependent on the 
concessionaire for all its activities. No departmental officer is t eing trained 
simultaneously on operation of the system. 

In the event of the concessionaire abruptly abandoning the work, the 
department will not be in a position to handle the work independently, leading 
to possible disruption of work in the transport offices. 

~.2.18 Conclusio~ 
The objective of outsourcing the functions of the Transport Department under 
e-Govemance and issuance of smart card based RC was aimed at imparting 
better, efficient and timely service to the users and plugging revenue leakage. 
This however, remained unachieved in view of delay in issuance of RC. 
Completeness, accuracy and integrity of data entered and processed were not 
ensured due to deficient application controls coupled with supervisory 
controls. Several components of the modules were not in operation and 
software deficiencies were found which necessitated manual intervention for 
rectification, thereby rendering the system unreliable. Creation of a central 
database and uploading of paper based records to the database could not be 
completed even after two years of the commercial operation of the system. 
Thus, the objectives of implementing ' Yahan ' for better citizen services, 
improving working of RTOs and enforcement agencies, an efficient and 
transparent revenue collection, etc., could not be achieved fully. 

~.2.19 Recommendation~ 
The Government may consider the following: 

• Frame the security and backup policies and define the business 
continuity plan. 

• Identify gaps in the process mappmg and incorporate them m the 
application. 

• Strengthen the input and validation control features to ensure that 
incorrect and incomplete data is not fed into the system. 

• Ensure adequate physical and logical access control so that the safety 
and security of data is not compromised. 

• Ensure proper supervisory check/control over the system. 

• Train departmental officials in system management and database 
operation. 

• Ensure prompt and efficient delivery of services to the users by the 
concesstonatre. 
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Scrutiny of records relating to assessment and coll~ction of motor vehicles tax 
i71 the office of the STA, Orissa and .the regional transport offices revealed 
several cases of non-observance of theprovisions of Acts/Rules and other 
cases as mentioned in the succeedingparggraphs in this chapter. These cases 
are illustrative and are based on a test check carried out in audit. Such 
omissions remain undetected till an audit is conducted. There is need for the 

.. Government to . consider dir-ecting the Department to improve the internal 
control system i'ncluding strengthening of internal audit so that such omissions 
can be avoided, detected and corrected. 

The provisions of the OrissaMotor Vehicles Taxation (OMVT) Act and Rules 
require payment of 

(i) Motor vehicles tax/additional tax by the vehicle owner at the 
appropriate rate; 

(ii) tax/additional tax in advance and within the grace period so provided; 

(iii) tax/additional tax and in addition penalty as applicable for the entire 
period for which a vehicle which was declared off road was found 
plying or not found at the declared place during the aforesaid period; 

, . I 

(iv) tax/additional tax at the highest rate of the slab of the stage carriage if 
the stage carriage was found plying without permit; 

(v) tax/fee in respect of trade certificate holders. 

Non-compliance of the provisions of the Act/Rules in some of the cases as 
mentioned in paragraphs 3.4.1 to 3.4. 6 resulted in non/short realisation of 
Rs. 64.51 crore. 

Under the OMVT Act, 1975, tax/additional tax due on motor vehicles should 
be paid in advance within the prescribed period at the rates prescribed in the · 
Act unless exemption from payment of such tax/additional tax is allowed for 
the period covered by off road declaration. Further, when a vehicle in respect 
of which motor vehicles tax/additional tax for any period has been paid as per 
the registration certificate, is proposed to be used in a manner for which higher 
rate of motor vehicles tax/additional tax is payable, the owner of the vehide is 
liable to pay the differential· tax. PenaltY is to be charged at double the motor 
vehicles tax/additional tax due, if tax/additional tax is not paid within two 
months of the expiry ofthe grace period of 15 days. The RTOs are required to 
issue demand notices within 30 days from the expiry of the grace period for 
payment of tax/additional tax. 
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Scrutiny of the general n:'igistei" (GR) of registration certificates and off road 
registers of 26 transport. regions55 ·between June 2008 and March 2009 
revealed that motor vehicles tax/additional tax of Rs. 21.19 crore in 30,521 
cases was not realised or realised short. for the period between January 2006 
and March 2008 eve11 though the vehicles were not declared off road. This 
resulted in non/short 'realisation of Rs. 63.58 crore including penalty of 
Rs. 42.39 crore as detailed in the following table. 

5. Stage carriages used as 127 
contract 

The matter was brought to the notice of the Transport Commissioner (TC), 
Orissa in April2009. The TC, Orissa stated in :July 2009 that Rs. 4,266 has 
been realised in one case by the RTO; Keonjhar out of the cases at Sl. No. 5. It 
was also stated that demand notices for Rs. 7.79 lakh in 4 7 cases out of the 
cases at Sl. Nos. 4. and 5 had been issued by the RTO, Cuttack and tax 
recovery cases for Rs. 3.31 lakh had been instituted in 19 cases out of the 

. cases at Sl. No, 4 and 5 by the RTOs, Dhenkanal and Bhadrak. A report on 

. further developme~t ill the above cases and reply in the remaining cases has 
not been received (October 2009). 

The matter was broughtto the notice of the Government in April 2009; their 
reply has not been received (October2009) .. 

Under the provisions ofthe OMVT Act, motor vehicles tax/additional tax is to 
.. be levied on every motor vehicle used or kept for use in the State of Orissa 

unless prior intimation of non:... use of the vehicle is given to the taxing officer 
·. (TO): If, at any time, during the period covered by off road d,eclaration, the 

vehicle is found to be plying-on·the road or not found at the declared. place, it 
shall be deemed to have .been used throughoutthe said period; In such a case, 
the owner of the -vehicle is liable to pay tax/additional tax and penalty as 
applicable for the entire period for which it:was dechlred off road . 

. , Test check 'of the record~ of six transport regions 56 between May and 
·:,·. ... .. NoVember 200·8 ieVea1ed that 29 .. motOr vehicles Undei· otT road declaration for 
-· · .. ·. ; . ' . -:.'· : ~ /::.:1 : . ~ \' . ' . . ' . ., .:• 1 : • 

55 Angul, Balasore, Bargarh, Bhadrak, Bhubaneswar, Bolangir, Chandikhol, Cuttack, Dhenk.,;al, Gajapati, Ganjam, Jagatsinghpur, 

Jharsuguda, Kalahandi, Keonjhar, Koraput, Mayurbhanj; · Nabarangpur, -Nayagarh, Nuapada, Phulbani, Puri, Rayagada, Rourkela, 

Sarobalpur and Sundargarh. 

56 Balasore, Bhubaneswar, Cuttack, Gajapati, Ganjaro and Jharsuguda. 

70 



Chapter III: Taxes on Motor Vehicles 

. . 

the period between April 2007 and March 2008 ~ere either detected plying or 
not found atthe declared places by the enforcement staff during the said 
period. No adiol1 was taken by the TOs to. realise the motor vehicles 
tax/additional tax and levy penalty for violation of off road declaration. This 
resulted in nbn-realisation of motor · vehicles tax ·and additional tax of 
Rs. 29.S3lakh includingperialty.ofRs. 19.69 lakh. 

After the C(lses were. poil1ted out, the RTQ, Balasore and Jharsuguda issued 
demand notice for Rs. 1.48 lakh. The TC stated in July 2009 that demand 
notices in Jour cases for Rs. 1.42 lakh had beenissued by the RTO, Cuttack. 
-:A·teportorr·reillisation ii.Yrespect of the above cases mid reply in the remaining 
cases has not been received (October 2009). 

·.·. ' . 

The matter was bmught to the notice of the Goverirment in April 2009; their 
reply has not been received (October 2009). 

Under the OMVT Act, motor vehicles tax and additional tax in respect of a 
stage carriage is leviable on the basis of the number of passengers which the 
vehicle is permitted to carr-Y. and the total distance to be covered in a day as per 
the permit. If · such a vehicle is . detected plying without a permit, the 
tax/additional tax payable i:? to be determined ol1 the. basis of the maximum 
number of pa~sengers which the vehicle would have carried reckoning the 
total distance. covered each day as exceeding 320 kilometres i.e. at the highest 
rate of tax as per the taxation schedule. In case of default, penalty amounting 
to double the tax due is leviable. · . : -. ,_ . . . 

Test check ofthe records ~f 16 tral1sportregions57 between May 2008 and 
March 2009 ·reve~led. that 56 stage carriages were detected to be plying 

. without permit by 'the EI1forcement:Wmg dutmg different pedod,s· between · 
April 2007 and Mawh..~O'os ~P-4 th~ vehicle che~k reports. (VCR~} wer~.sent to 
the RTOs. Howev~f:, the. in(>tor vehicles t<;~.xlaqditional,.tax were either not· 
realised or realised'~'a.t iower rates' resulting in nbn/short realisation of motor 
vehiclestax an:dad¥tional t,ax amounting toRs. 7.16 lakh .. Besides;.penaltY of 
Rs. 14.3llakh though leviable was riot levied. . . - .. 

After the cases were pointed out, the TC stated in July 2009 that demand · .. 
notice 'for Rs: 48;02~.:;had beenissuedintwo cases by the RTO, Cuttack and .. 

. tax recovery case #-a:s instituted in one case for Rs. 16,590 by the RTO; 
Bhadnuc A report qp further development in the above cases and reply in the 
remairiing cases ha{ilot been received{ October 2009): · . 

The matter was. brohght to the notice • of the Go~~rnment in April· 2009; their 
reply has not been received (October 200~). 

. . . . . . -
' . . . 

57 Balasore, Bargarh, Bhadrak,!B~I~g;;, Cuttack, Ganjam, Kalah.;:,di, Keonjhar, Koraput, Mayurbhanj, Nabarangpur, Nayagarh, Phulbani, 

Rliyagada, Rourkela and Sarjlbalpur. 
. . 

. ' ~· . 
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3.4.4 Non/short levy of penalty on belated payment of motor 
vehicles tax and additional tax 

Under the OMVT Act and the Rules made thereunder, penalty ranging from 
25 to 200 per cent of the tax/additional tax due depending on the extent of 
delay in payment, sha ll be leviable if a vehicle owner does not pay tax and 
additional tax within the specified period. 

Test check of the records of 26 transport regions58 between June 2008 and 
March 2009 revealed that though taxes in respect of 195 vehicles for the 
period between Apri l 2003 and March 2008 were paid belatedly after a delay 
ranging between two days and 59 months, yet in 70 cases penalty of Rs. 7.32 
lakh was not levied by the RTOs while in the remaining 125 cases, penalty of 
Rs. 14.42 lakh was levied short. This resulted in non/short levy of penalty 
amounting toRs. 21.74lakh. 

After the cases were pointed out, the TC stated in July 2009 that the RTO, 
Dhenkanal has instituted tax recovery cases for Rs. 1.90 lakh for all the nine 
cases. A report on real isation in respect of the above cases and reply for the 
remaining cases has not been received (October 2009). 

The matter was brought to the notice of the Government in April 2009; their 
reply has not been received (October 2009). 

3.4.5 Non/short realisation of motor vehicles tax/additional tax 
from stage carriages plying on interstate routes 

In pursuance of an agreement between the Government of Orissa and any 
other State, if a stage carriage plies on a route partly within the State of Orissa, 
it is liable to pay tax/additional tax calculated on the total distance covered by 
it on the approved route in the State of Orissa. The rates and in the manner in 
which such tax/additional tax is to be paid have been specified under the 
OMVT Act and the Ru les made thereunder. In case the tax/additional tax is 
paid beyond two months after the grace period of 15 days, penalty is to be 
charged at double the tax/additional tax due. 

Test check of the records of the ST A and three transport regions59 between 
June and December 2008 revealed that in case of 15 out of 20 stage carriages 
authorised to ply on interstate routes under the reciprocal agreement, motor 
vehicles tax/additional tax of Rs. 5.32 lakh for the period between April 2007 
and March 2008 was not levied. In the remaining five cases, motor vehicles 
tax/additional tax of Rs. 40,663 was realised short. Thus, there was non/short 
realisation of motor veh icles tax/additional tax of Rs . 5.73 lakh. Besides, 
penalty of Rs. 11.46 lakh was also leviable for non-payment of dues. 

58 Angul, Balasore, Bargarh, Bhadrnk. Bhubaneswar, Bolangir. Chandikhol, Cunack. Dh<nkanal, GOJOpllll. GanJam. Jagalsmghpur. 

Jharsuguda, Kalahandi, Keonjhar, Korapul, Mayurbhanj, Nabarangpur, Na}agarh, NuapadJ, Phulbani, Pun, Ra)agada, Rourkela. 

Sambalpur and Sundargarh 

59 Kconjhar, Mayurbhanj and Rourkela. 
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After the cases were pointed out, the TC and all the :RTOs concerned stated 
between June and December 2008 that action would be taken for realisation of 
the dues. A report on recovery has not been received (October 2009). 

The matter was brought to the notice of the Goverriment in April 2009; their 
reply has not been received (October 2009). 

Under the 01\t[VT Act read with the Central Motor Vehicles Rules, 1989 (as 
amended), dealers in motor vehicles are required to obtain a trade certificate 
from the registering authorities by paying the requisite tax/fees annually in 
advance. Under the MV Act, 1988, a dealer includes a person who is engaged 
in building bodies on the chassis or in the business ofhypothecation60

, leasing 
or hire purchase of motor vehicles. 

Test check of the records of seven transport regions61 between June 2008 and 
January 2009 revealed that in respect of 92 dealers, trade certificate tax and 
fees for theperiod from April 2007 to March 2008 were not realised. This 
resulted in non-realisation of tax and fees ofRs. 3.29lakh. 

After the cas~s were pointed out, the TC stated in July 2009 that demand 
notices for Rs. 36,000 in respect of 12 cases have been issued by the RTO, 
Cuttack. A report on recovGy in the above cases and reply in respect of the 
remaining cases has not been received (October 2009). 

The matterwas brought to the notice of the Government in April2009; their 
reply has not been received (October 2009). · 

Government decision of 2001 and 2003 prescribes for payment of 

(i) One time composite tax by the vehicles of Andhra Pradesh plying in 
Orissa; and· 

(ii) countersignature fee/process fee at the prescribed rate. 

Non-compliance of the above decision,s in some of the cases as mentioned in 
paragraphs 3.5.1 and 3.5.2 resulted in non/short realisation ofRs. 1.98 crore. 

As per the MV Act read with the Government of Orissa, Commerce and 
Transport (Transport) Department notification dated 24 January 2003, fee for 
countersignature . ..of ,permits was enhanced and pr:oc~~~ f~.e .. of B.~ .. J 00 on every 
application was ·introduced with effect from 28 January2003. The department 
by an order of March 2003, however, postponed the coUection of fees at the 
rates prescribed in the notification. 

60 Financing through mortgage. 

61 Bargarh, Bolangir, Chandikhol, Cuttack, Ganjam, Jharsuguda and Sambalpur. 
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Test check of the permit registers and other connected records in the STA, 
Orissa and 25 transport regions62 including 12 check gates between May 2008 
and March 2009 revealed that the fee for counter signature of permits were 
realised at the pre-revised rates in respect of 214 goods vehicles and process 
fee for the period from April 2007 to March 2008 was not realised in 1.44 lakh 
cases resulting in short/non realisation of fees of Rs.l .55 crore. 

After the cases were pointed out, the TC stated in July 2009 that the collection 
of the fees was kept in abeyance as per the Government of Orissa order of 
March 2003. It was also stated that Government had been moved to clarify the 
position. The fact, however, remains that the rates published in the gazette had 
already come into force and charging of old rates by an executive order was 
irregular since executive orders cannot overrule the statutory provisions. 

The matter was brought to the notice of the Government in April 2009; their 
reply has not been received (October 2009). 

3.5.2 Non-realisation of composite tax for goods vehicles under 
reciprocal agreement 

As per the Government of Orissa decision of February 2001 goods vehicles 
belonging to Andhra Pradesh and authorised to ply in Orissa under the 
reciprocal agreement were required to pay annually composite tax ofRs. 3,000 
per vehicle instead of the additional tax for each entry into the State. The tax 
was payable in advance on or before the 15th April every year to the ST A, 
Orissa. In case of delay in payment, penalty of Rs. 100 for each calendar 
month or part thereof was also leviable in addition to the composite tax. 

Test check of the records of STA, Orissa in August 2008 revealed that out of 
1,334 goods vehicles of Andhra Pradesh authorised to ply in Orissa on the 
strength of valid permits under reciprocal agreement during 2007-08, 
composite tax for 923 goods vehicles amounting to Rs. 27.69 lakh was not 
realised. Besides, penalty of Rs. 14.77 lakh calculated up to July 2008 was also 
leviable. 

After the case was pointed out, the TC stated in July 2009 that STA, Andhra 
Pradesh had been moved in July 2009 for realisation of the dues. A report on 
further development has not been received (October 2009). 

The matter was brought to the notice of the Government in December 2008; 
their reply has not been received (October 2009). 

62 Angul, Balasore, Bargarh, Bhadrak, Bhubaneswar, Chandikhol, Cuttack, Dhenkanal, Gajapati, Ganjarn, Jagatsinghpur, Jharsuguda, 

Kalahandi, Keonjhar. Koraput, Mayurbhanj, Nabarangpur, Nayagarh, Nuapada, Phulbani, Puri, Rayagada, Rourkela, Sambalpur and 

Sundargarh. 
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Test check ofthe records relating to assessment and collection of land revenue 
and stamp duty · and registration fees. conducted . dlliing the y~ar 2008-09 
revealed non-collection, non/short assessment, loss ()f revenue, blocking of 
revenue etc., amounting toRs. 434.47crore in 75,141cases, which faU under 
the following categories: 

8.40 . 

1.98 

cases 
2. Levy and collection of stamp duty and registration 

fee 
3. · Loss of revenue due to nort-ccmsxder:atlo1n 

sale value at the time of registration UllUL.t;:r.,~vaniaUion ::: 

633 1.10 

123 0.21' 

During the year 2008-09, the department accepted undenissessment, 
non-realisation ofrevenue and other deficiencies ofRs. 38~15 ciore·in 22,12~ 
cases pointed out in 2008-09; The department recovered Rs. 173.85 crore in 
3 ~899 'cas"es' pointed 'out dunng 2008-09 and earlier-years. . . 

A few illustrative audit observations involvingRs. 7551 crore are discussed in 
the followiiJ.g paragraphs. 
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Scrutiny of the records relating to assessment and collection of land revenue 
and stamp duty and registration fees revealed non-collection, non/short 
assessment, loss of revenue, blocking of revenue and other cases as mentioned 
in the succeeding paragraphs in this chapter. Th~se cases are illustrative and 
are based on a test check carried out in audit. Such omissions are pointed out 
repeatedly; but not only do the irregularities persist; these remain undetected 
till an 'audit is conducted There is need for the Government to improve the 
internal control system including strengthening of internal audit so that these 
omissions can be aVoided, detected and corrected 

In regard to alienation63 of Government land, Government orders/instructions § 

require that:-

(i) 

,., -- (ii).. 

Government land be alienated to various bodies/organisations on 
payment ofpremium equivalent to market value of the land along with 
ground rent and cess at the prescribed rates; and 

. in .. case. of land alienated In fayour of . Central Government 
organisations. capitalised value at the rate of 25 times of ground rent 
and cess is payable. 

Non-,observance of some of the above provisions by the assessing authorities 
as mentioned in paragraphs 4.3.1 and 4.3.2 resulted in non/short realisation 
ofrevenue of Rs. 34.33 crore. 

According to the Government orders of October 1961, May 1963, February 
1966, Revenue Department letters -of 22 March 1978 and 22 January 2005, 
government land can be leased out to local bodies, public sector undertakings, 
educational and cllaritable institutions, State departments, etc., on payment of 
premium fixed on the basis of the market value of the land plus annual ground 
rent at one per cent of the market value and cess at 50 per cent of the ground 

:rent upto 1993-94 and 75 per cent thereafter. In case of lease of government 
land to ·Central Government organisations premium and capitalised value of 
land reyenue equivalent to 25 times of annual rental, i.e., ground rent a~d cess 
is payable. Besides, interest at the rate of six per cent upto 27 November 1992 
and 12 per cent thereafter is realisable for· the period from the date of 
occupation ofthe land till the date of payment ofthe dues. 

' . ' 

63 Transfer ofland. 
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43.1,1 · Non-finalisation ofalienation cases 

Test check of the records of three tahasils between May and August 2008 
revealed that in four cases alienation ,of government land measuring 335.220 
acres was not tegularised though the occupants wete ·in possession of the land 
for periods ranging between 23 months and 44 years. Due to non-finalisation 
of the alienation cases there was ·non-realisation of Government revenue 
amounting to.Rs. 29.26 crore towards'premium, ground rent, cess and interest 
as mentioned in the following table. 

The department 'did not take arly action for 35 .years. The occupant applied for alienation of land in 
September 1999. Despite lapse of more than eight years the case has not been finalised (May 2008). 

Kartisi 
ADGM School65 

320.590 2. 1985 1.84 0.46 

0.35 

6.03 8.68 

Advance possession of the land was given in 1985. Despite lapse of 23 years the case has not been 
finalised (July 2008) . 

. 3 .. Tangi 
GRID CO 

. .1970 1.630 0.24 0.09 

0.06 

1.05 1.44 

The land was encroached by GRIDCO since 1970. The Executive Engineer, GRIDCO stated to have 
applied in September 1991 to the Tahasildar, Banpur for alienation of the land. However, no 
alienation case was started in Banpur tahasil. Consequent upon creation of Tangi tahasil in 1996 the 
land was transferred from the jurisdiction ofBanpur tahasilto Tangi tahasil. The Tahasildar, Banpur 
started an encroachment case in July 1996 viqe case No. 167/96-97 and advised (November 2001) the 
corporation to apply for alienation. The case has. npt, however, been fmalised (May 2008). 

4. Berhampur May 2006 3.000 0.86 0.02 0.20 1.09 
Software 
Technology Park 
oflndia, 
Bhubanes.war . 

O.Dl 

The organisation applied in August 2005 for alienation of the !arid in its favour. Advance possession 
was handed over in May 2006.,Though the case of rt<;>n..:fmalisation of alienation was pointed out by 
audit in November 2006, despite lapse of two years and 10 months the case has not been finalised 
(May 2008). 

'f11tall: ,~35.22® 5.69 .n..78 

:n..:n.2 
2®.67 29.26 

After the cases were pointed out, the T~hcisildar, Berhampur stated in May 
· 2008 that action would be taken to finalise the cases and rai.se the demands. 
The Tahasildar; Kanisi stated in August 2008 that'the case was pending with 
the Government and after sanction df the lease' the' 'amount is likely to be 
realised. The Tahasildar, Tangi stated in June 2008 that application for 
alienation of the land has not been filed by the GRIDCO authorities. The fact, 

64 Grid Corporation of Orissa Limited. 

65 Air Defence Guided Missile School, Golabandha. 
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however, remains that despite th~ land being in possession of GRID CO ~ince 
1970 the department failed .to take action for finalisa:tion of the case. A report· 
on further . development ·in the other . cases has·. not • been·· received . (October 
2009). 

The matter w~s reporte~l to the Governnient between November 2008 and 
· ... February2009, Inrespect ofSL No; 1, the. Governmentstatedin Al1gust2009 

that the alienation ca:se initiated was pendmg for. finalisation. due to pendency 
of the conversion of a plot of land frorri gochar66 topatita67

• I twas.· also stated 
·. that advance possession was not given to GRID CO. The reply is not tenable as 
the plot of land for whiCh the conversiortcase was pending was not related to 
the case in question. Further, GRIDCO was in possession of the land since. 
1964 ·as stated by the Executive Engineer,· GRID CO i11. September 1999. in his 

· application for alienation of the. ia.nd. Reply in respect of the other cases h~s 
not beenreceived{October 2009) .. · · · · 

. . . ' 

· .·.· 4.3.1.2 Short demamlof capitalised val~~:e .· ... ·· 

·Test check of the records of :five tahasiLoffice's betWeen May and August 
2008 revealed that Government land measuring 176.607 acres was alienated to . 

. two Central Government organisations. While calculating the dues payable to 
the Government, ·the tahasilddrs ·levied the · capitalised value on the ground 
rent only instead of levyitig it on both the ground rent and cess. Thus, there. · · 
was short demand ofRs.·3.61.cror~ includmginterest.calculated upto .. March 

•.. 2008·as mentionedinthefollowing table>·· .. · · · · 

· ... ;• 

152.58 

. 73.18 

7.92 

112.31 36d).89 

After . the · cases· were pointed out, while the · tahasildars, · Bhadrak and 
KhaHikoterai'sedthe demand in July 2008 and May 2009 respectively, the 
Tahasilcfaf., TciJQ.gi sta.ted in May 2008 that action would,be. taken to realise the 
amount. Tcihasildar, Kartisi stated in Al1guste2008ethatthe .. NHAlwould be 
intimated regffi:ding thy demand: Tah~sildar,. Keop.jha,pstated in August 2008 

.. that action would bectakep ori receipto:fclar,ific~t~on·:f;fom•the Government. 

· 66 Gochar ~faZing field 

.· 67 Paiita_:Waste land 

68 NationalHighway Auth~rity ofindia ... 
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. ,A, report qn re~lisation in the cases a\ SI.No, 2 and 5 and further developments 
in the remaining cases has notbe(m received(October2009). 

... ·· Tllematt~r \Vas'r,eportedtothe Government in Mar~h 2009;their reply has not 
· .· been received (October 2009) ... · · 

· · 4.3.LJ. ~ShorJ!demandofpr~ini~~;m ~oul capitalised value 

·· Te~t chec;~ of the records of the ·rahasildar, .. Hemgil" in November 2008 
•· r~yeai~cf-that''\'the ''6<iv~mt£~nt of India, • Ministry. of Energy,. Department of 

... Cbalootifiedori ll'February 1987 the. acquisition .of 7,632.93 acres of land in 
· · Herrigir tahqsilundet the Co(!.lBearing Areas (Acquisition and Development) 

· A~t, J95i:Ofthis, revenue forest l(!.lld 111easuring 48.64.acres was handed over 
to :the Mahanadi :coalfields Liiriited 'in March 199 5. The tahasildar raised 
defua~d e>,f;Rs~ 2i291~kh tdwatdspremiu!TI and ¢apitalised~alue in respect of · 
'this: l~nd in'Match 2003 adoptirig lO per cent appre~iation for 13 years .. 

. . . . How~ver, the·clues payable onthat accouiltcmriesto Rs. 40.67 lakhcalculated 
. ·. ·. ·.•.... . .. ' adopting•lQ.per cen/ appreciatiol1. "in each.subsequentyear including interest . 

·····•· .. ·••·•·· f(){ the petiodfrofii 1995~~6 to .2002.:03; The oniissicm resulted in short .. · 
.. ·· .. ,demand of pre@llm, capitaiisedvaltie ~nd ,int~resta1nountingto Rs.l9.38 

•· .. lakh. Besides, interest of Rs~ 11.63l~kh was· al'sp .leviable fot the period from 
'2003""04 t<i March 2908: · · · ·. · · 

.. . After .. th~ c.a~e was poillted. ()Ut, the tciha;ildar stated i~ N~yember 2008, that 
. · · action : would he taken to raise revised. demand: A report on further 

dey~lopmenthas notbeen received (Octoqer2009). .. · · · 

'fhe .matter. was reported to th.~ Gove11llllent in January>2009; their replyhas 
·.not been r:eceived (0ctober20,09)~ · · ·· 

A~ per the (Jpvermnelltof Oiissa, Revehue Dep~rtwent letter ofFebfllary 
196(),.·goy~ffil11entland occupied wit~oufpermission·of the· Govermmmt are 

·. ge]lerally to be .treated as encroaclnnt:mt cases and the occupants ate to be 
. · ... evicted under the,provisio.ns oft11e Orissa Prevention ofLand Encroachment 

·.• .. ··. (QPLE) Act. Irisuch cases; however, the Goveffiffierit, due to certain good a11d 
· sufficilimi rea~(?ns, ll1ay: consider tci. ~ettlt~··the .land with · .. the· occupiers· on· 

··.··· . payme!lt. ofpremiJ.im, . etc;, detenllined .• on the~ basis of the market value.· of the 
: hmd as on the date of recommendation ofthe tahasildar or as on the date· of 
()CCupati()n bf the land; whichever is higher. Besides, interest at the rate of 12 . 

. ·· ·. ·. P(?f centisleviablefromthe date ofoc9upation. ·· . •· .. · . · . 

...•.•... ···Test check:ofthe re6ords o(the iah~sildar, Titlagarh in September2008 
.·.. revealed that Govemm.i:mt.:land. mea~uring 0.664 .acre was umiuthorisecUy 

· oc.cupied.by th~;NotifiedATea Council (NAC); Titlagarh since 2002 where a 
market complex had been construc.ted. Neither did the NAC authorities·. apply 

. [Or cilietlat1on '()f the land nor did the tahasildar take . any action either to 
.. initiate entroacliment case, under the OPLE Act. for eviction or to regularise 
the . umiuthoris~d : possession. by .. gr~11ting .. lease. ·Thus, . inaction of the 
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department for the last six years resulted in blockage of Government revenue 
of Rs. L15 crore payable on alienation of the land including interest of 
Rs. 41.93 lakh calculated upto March 2008. 

After the case was :pointed out/ the tahasildar stated in September 2008 that 
action would be taken for initiation of encroachment case and for alienation of 
the land ,on · realisation .of premium, ground rent, etc. A report on further 
development has not been received.(October 2009). 

The matter was reported to the Government in February 2009; their reply has 
not been received (OCtober 2009) .. 

' . 

Conversion of agricultural land for non-agricultural use at prerevised rate 
resulted in short realisation of revenue amounting to Rs. 15.41 lakh. 

Under the Oris~a Land Reforms (OLR) Act, 1960; a raiyal9 is liable to 
eviction if he has used agricultura] land for non-agricultural purpose. Such 
land can, however, be resettled on payment of premium at the prescribed rate 
as revisedwith effect from 5 October 2004. 

Test check of the records Of five tahasil/0 between September 2008 and 
January 2009 revealed that the tahasilddrs allow,ed conversion of agricultural 
land measuring 10.165 acres in 77 cases for non-agricultural use after October. 
2004 on realisation of premium aUhe pre-revised rate. This resulted in short 
realisation of revenue amounting to R~. 15 .4llakh: 

After the cases were poipted out, the tahasildars stated between October 2008 
and January 2009 t11at the deficit amount would be realised on issue of 
demand notices~· A report on further development has not been received 
(October2009). ' 

The matter was brought to the notice of the Government in February 200.9; 
their reply has not been received (October 2009). . ·· 

:. :' ~ .. 

' ' . . 

The Indian· Stamp· Act (IS Act), 1899,' Indian Registration Act (IR Act), 1908, 
Orissa'Sta~p Rules, 1952 and the market valu~ guidelines prescribed under 
the OrissaStamp (Amendment) Rules, 2001 provides for 1:-

. . (i) Levy of stamp duty and registration fee ai the prescribed rate; 

(ii) levy of stamp duty and registration fee onb~nch mark value; 

69 Aity person holding the land for the purpose of cultivation wifu,the riW,t of 6~c~~tmby a~cording to tenancy law. 

70 Bhawaiiipatna, Jeypore, Kesinga, Panposh and Tit!agarh: ; · ._.: ·! · • ' 
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(iii) registration of lease deeds/sale agreements; and 

(iv) exemption from stamp duty on fulfilment a/prescribed conditions. 

Non-observance of some of the above:provisions in cases as mentioned in the 
following audit observations resulted in non/short levy of stamp duty and 
registration fee, loss of stamp duty and registration fee due to delay in 
implementation of bench mark valuation and irregular exemption from stamp 
duty as mentioned in paragraph 4. 6. 

Receipts from stamp duty and registration fees in the State are regulated under 
the Indian Stamp Act (IS Act), '1899, Indian Registration Act (IR Act), 1908, 
Orissa Stamp Rules, 1952 and the market value guidelines prescribed under 
the Orissa Stamp (Amendment) Rules, 2001. While stamp duty (SD) was 
leviable at the rate of eight per cent upto 4 August 2008 and at the rate of five 
per cent thereafter, registration fees (RF) is leviable at the rate of two per cent. 
Additional stamp duty under the Orissa Town Planning and Improvement 
Trust Act, 1956 was leviable wherever applicable at the rate of two/three per 
cent up to 24 May 2005 and three per cent thereafter upto 4 August 2008. 

As per the explanation below Article 23 of the Indian Stamp (Orissa 
Amendment) Act, 2001, as amended in 2003, an agreement to sell any 

· immovable property or power of attorney shall, in case of transfer of the 
possession of such property before or at the time of or after the execution of 
such ~greement or power of attorney, be deemed to be a conveyance and 
stamp duty thereon shallbe chargeable accordingly. However, section 47-A of 
the IS Act, shall not apply to such agreement and power of attorney. Further, 
as per the provisions of Article 23(b) of the above Act, in respect of 
conveyance on immovable property, SD and RF is chargeable on the 

. consideration set forth in the document or the market value of the property' 
whichever is higher. . · 

4, 6.2.1 General power of attorney 

Test··checkufgeneral power-of attorney-instruments registered between 2006 
and 2008 in· three 71 registering offices revealed that in 21 cases although 
recitals indicated transfer of possession, the documents were stamped as 
general power of attorney instead of levying SD and RF payable on 
conveyance deed. This resulted in short levy of SD and RF of Rs. 20.36 crore. 

After the cases were pointed out, the registering officers stated that the 
provision "Section 47-A of the IS Act shall not apply in these cases" 
incorporated in· the Orissa Amendment Act of 2003 debars them from levying 

71 Cuttack, Khurda and Sambalpur. 
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duty on the market value as conveyance and the registering officer has no 
jurisdiction to force the parties to disclose and set forth the market value of the 
property iri the deed. The District Sub Registrar (DSR), Sambalpur stated in 
June 2009 that action would be. taken after. examination of the documents. 
Thus, due to an inconsistent clause in the amended provision the Government 
had forgone an amount ofRs~ 20.36 crore. 

: . . . . . . . 

4.6.2.2 · Agreement to sell 
. '· 

.· Test check of the agreement to sell,instruments registered· between 2004 arid 
2008 in eight72 registering offices . revealed that in 37 cases ahhough 
considenitiort money was already. set forth-in-the-documents-and-recitals 
indicated transfer of possession, SD and RF were levied on advance, amount 
paid instead of the total consideration money .set forth in the instruments 
Classifying it as conveyance deeds. This resulted irt short levy of SD and RF of 
Rs.l.l8 crore. . .· 

After the cases were pointed out, the registering officers stated that the SD and 
RF were levied on the advance amount paid as per provisions of the IS Act. 
The fact, however, remains that .under Section 23(b) of the IS (Orissa 

··Amendment) Act, 2003, in case of agreements where recitals· indicated 
transfer of possession, the instruments were to. be registered as conveyance 
deed. . 

As per Section 17 of the IR Act; lease agreements exceeding one year are to be 
compulsorily registered. Further, under Section 2(16) of the IS Act any 
instrument of toll contracts is chargeable to stamp duty as an instrument of 

·lease at the prescribed rates. Under Section 2(10) of the IS Act, a conveyance 
includes a conveyance on sale and' every instrument by which property, 
whether movable or immovable, is transferrecl and which is not otherwise 
·specifically provided for in Schedule I to the Act. 

Information collected from various sources such as Government departments, 
Industrial Infrastructure Development Corporation (IDCO), Industrial 
Development Corporation Limited (IDCOL) and Registrar of Co-operative 
Societies relating ·to ·sale agreements and lease. records revealed. that three . · 
agreements executed between June 2005 and January 2007 and lands 
measuring 10,405204 acres transferred between May 1992 and April 2008 
were not registered though required to. be done compulsorily. This resulted. in 
non-realisation of SD and RF of Rs. 14.80 ctore as shown in the following 
table.· · · 

72 Balaso~e, Berhampur, Cuttack, Ganjam, Khurda, Mayurbhanj, Purl and Sambalpur. 

82 



.... ·, 
. ' ~ .-.. 

.. . 1,~ 

:·;; .'· 

' ';_ ; ' :: ~ ... '_ .: . ~ : 

. !u?:;~·. : . . 
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3. 

4. 

5. 

Collector, 
Ganjam 

Works 
department 

Industrial 
Development 
Corporation 
Ltd.' 
(IDCOL) 

Baramba 
Co-operative 
Sugar 
Industries 
Ltd. 

Tota.l: 
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Gopalpur 

Palaspanga · 
-Biunebari 
Road 

Aska, 
Baripada 
and Sonepur 

::./' 

Baramba 

(Market value 
Rs. 65.25 

crore) 

3,733.464 

39.65 

NA 

48.20 

NA 

15.65 

NA 

8.29 

10,405.204 

209.62 

3.57 

3.37 

1.56 

0.83 

14.80 

Government land was transferred 
in· favour of Sri Sri Ravishankar 

· Vidyamandir. Trust, Bangalore in 
December 2007 for establishment 
of a multi-disciplinary university 
at Cuttack at ·a concessional rate 
on payment of consideration 
money in November 2007. 

For establishment of integrated 
steel plant at Gopalpur, Ganjam 
both Government and private 
lands were transferred between 
October 1996 and February 1999 
on payment of value of the land 
betw~en NQY~_nlber .. 1995 and 
December 2006. 

Build operate and transfer (BOT) 
agreement was made in July 2006 
on stamp paper of Rs. 100 with 
concession period for 15 years. 

Three spmnmg mills were 
transferred on 15 January 2007 to 
a private party on execution of an 
agreement deed and payment of 
consideration money on the same 
date. 

Agreement was executed on 27 
June 2005 on stamp paper of 
Rs. 100 and possession was 
handed over on the same date on 
payment of first instalment of the 
consideration money of rupees 
one crore. 

Government land was transferred 
to IDCO for industrial p1,1rpose 
which was subsequently ·handed 
over to different industries 
between May 1992 and April 
2008. 

Government land was transferred 
in September 2007 for 
establishment of Vedanta 
University on P!lyment of 

~~~{~~6~~~b6i, money in 

In all the above cases though the lands involved· were transferred by 
government departments/semi-government organisations the departments 
failed to discharge their duties in. safeguarding the interest of revenue . 
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4.6.4 Loss of revenue due to delay in implementation of bench mark 
valuation 

Consequent upon introduction of market value guidelines in ovember 2001 
amending the Orissa Stamp Rules, valuation committees were formed to 
determine plot wise bench mark value of property for the purpme of levy of 
SD & RF. As per the Rules, the bench mark value so fixed shall remain in 
force for a period of two years to be revised biennially before its expiry. If the 
committee fa ils to revise the bench mark value before its expiry, the Collector 
as Chairman of the committee would enhance the bench mark value by 10 per 
cent. Due to delay in implementation of the scheme, Government instructed in 
July 2004 to implement the market value guidelines latest by September 2004. 
As per information collected from registration offices and verification of I 
records it was revealed that the sale statistics and other relevant information on ~ 
land value was collected for the years from 2001 to 2003 or 2002 to 2004 
basing on which the bench mark value was prepared which was to be 
implemented from the year 2005. The bench mark value was, however, I 
implemented in different districts between the years 2006 and 2008. 

4.6.4.1 Test check of the records of five registration offices in June 2009 
revealed that 440 documents were registered between 2005 and 2007 on the 
value of the lands which was below the bench mark value. This resulted in 
loss of SD and RF of Rs. 8.54 crore calculated on the differential value as per 
details given in the fo llowing table: 

Rupees in lakh) 
SL Name of the No. of SDaodRF SD and RF SD aod RF 
No. DSRISR documents leviable levied short levied 

I. DSR, Khurda 140 672.89 145.71 527.1 8 

2. DSR, 152 322.04 74.41 247.63 
Sambalpur 

3. SR, Berhampur 36 59.20 11 .05 48.15 
(Town) 

4. DSR, Nayagarh 87 29.21 6.58 22.63 

5. DSR, Cuttack 25 25.48 17.10 8.38 

Total: 440 1,1 08.82 254.85 853.97 

After the cases were pointed out, the DSRs and Sub Registrars (SRs) stated 
that the bench mark value was implemented after approval of the Government. 
The fact, however, remains that due to delay in approval and implementation 
of the bench mark value there was loss of revenue. 

4.6.4.2 Test check of the records of five DSRs and three SRs between April 
and June 2009 revealed that the bench mark values were prepared in respect of 
Cuttack and Puri districts taking into account the field data pertaining to the 
years 2002, 2003 and 2004 whereas in the districts of Ganjam, Jajpur, 
Jharsuguda and Sundargarh the data for the years 200 I, 2002 and 2003 was 
adopted. The bench mark value was implemented in the above districts 
without revision or without enhancing the value so fixed by the Collector. 

84 



Chapter IV: Land Revenue, Stamp Duty and Registration Fees 

During August 2006 to December 2008, 637 documents were registered 
adopting the bench mark value fixed on the basis of the field data for the 
period 200 I to 2004. Thus, adoption of the bench mark value without 
revision/enhancement resulted in loss of Government revenue of Rs. 41.65 
lakh calculated in audit by enhancing the bench mark value by 10 per cent as 
detailed in the following table. 

After the cases· were pointed out, the DSRs and SRs stated between April and 
June 2009 that the bench mark value was implemented after approval of the 
Government and enhancement was due after two years from the date of 
implementation. The fact, however,·· remains that the delayed Government 
approval without raising the valuation resulted in loss of revenue. 

As per Section 27 of the IS (Orissa Am~ndment) Act, the consideration, if any, 
the market value of the property and all other facts and circumstances 
affecting the chargeability of any instrUment with duty or the amount of duty 
with which it is chargeable shall be fully and truly set forth therein. 

4,6,5,1 Cross verification of. information relating to .. aHotment of 
Government land obtained from IDCO with the' records of the DSR, Jajpur 
revealed thatiDCO allotted Government land of 1 ,563.520 acres in favour of 
two industries for setting up steel plants and . three deeds were executed 
between August 2004 and November 2005 wi!il consideration of Rs. 29.39 
crore set forth in the documents. It was seen from the recital ofthe documents 
with reference to the allotment orders ~hat the value of development charges, 
ground rent, cess and ex-gratia amounting toRs. 7.92 crore were not disclosed 
in the totaJ consideration money. Besides, there· was also short levy of SD and 
RF on the consideration money set forth in. the :_dodli:inents. This resulted in 
escapement of SD and RF of Rs. 1.57 crore. · · · 

1 
· 

After the-case 'Was pointed out, the DSR stated in_June 2009 that the case 
would be- reviewed and the concerned companies would be asked to deposit 
the SD .· ~n~ RF. A report on ·further · developmen( has not been received 
(Octob~(2009). ; 
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4.6.5.2 Similarly, an area of 500 acres was sanctioned by the Collector, 
Khurda in November 2007 in favour of IDCO. The deed of agreement was 
executed and registered in October 2008 between the Governor of Orissa and 
IDCO, Bhubaneswar on consideration money of Rs. 29.89 crore excluding 
incidental charges of Rs. 2.50 crore. Though the incidental charges were 
realised by the Collector, Kburda from IDCO the said transaction could not be 
considered at the time of registration resulting in escapement of RF of 
Rs. 5 lakh. 

After the case was pointed out, the SR, Jatni stated in June 2009 that 
supplementary deed could be executed. The fact, however, remains that due to 
non-execution of supplementary deed there was escapement of RF. 

4.6.6 Short realisation of stamp duty and registration fees due to 
acceptance of valuation below bench mark value 

As per the Orissa Stamp (Amendment) Rules, 200 I the bench mark value 
notified for any plot of land is to be adopted for registration of the deeds in 
case of sale/ transfer of such land. 

Test check of the records of two DSRs and two SRs between November 2008 
and Apri l 2009 revealed that contrary to the bench mark value guidelines, 52 
documents were registered during the period between January 2007 and 
December 2008 at a lower rate compared to the bench mark value fixed by the 
District Level Valuation Committee resulting in under valuation and 
consequential short levy/realisation of SD and RF of Rs. 100.12 lakh as 
mentioned in the table below: 

(Rupees in lakh) 

Sl. Nameoftbe No. of Period SDIRF SDIRF Short 
No. SRIDSR documents leviable levied levy of 

SDIRF 

I. DSR, 49 January 2007 to 108.80 13.35 95.45 
Sambalpur December 2008 

2. SR, Karanj ia I May 2008 3.35 1.54 1.8 1 

3. SR, Dolipur I January 2007 to 1.53 0.04 1.49 
December 2008 

4. DSR, I October 2008 4.93 3.56 1.37 
Mayurbhanj 

Total 52 118.61 18.49 100.12 

After the cases were pointed out, all the DSRs and SRs stated that 
undervaluation cases would be booked and the amount in question would be 
realised. A report on further development has not been received (October 
2009). r; • .• · . • J 

~.6. 7 Short realisatioa of stamp duty due to appHcatioa of lower rat~ 

According to the provisions of the Orissa Town Planning and Improvement 
Trust Act, 1956, additional SD at the rate of two per cent over and above the 
normal SD of eight per cent of the consideration value is chargeable in case of 
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registration·· of instruments pertaining to the land situated in the areas where 
the above Act is ·applicable. The Government of Orissa through a gazette 
notification of25 May 2005 enhanced the additional SD from two to three per 
cent with irrimediate effect. . · . 

. • • . • I 

Scrutiny of the records of 10 DSRs 73
' and seven SRs 74 between March 2008 

· and May 2009 revealed that the SD at the enhanced rate was not realised by 
the DSRs and SRs on3,066 documents registered between May 2005 and July 
2008, while in 86 documents. no additional SD was realised by the DSR, 

. Nayagarh, This resulted in non/short realisation of additional sD amounting to 
Rs. 45,72lakh. · 

. . . 

After the cases were pointed out, an the DSR.s and SRs except DSR, Nayagarh 
and SR, Lakhanpur stated between March. 2008 and May 2009 that the 
notification was circulated by the Bo#d of Revenue in December 2006 and 

-· the duty atthe enhanced rate was implemented afterreceipt ofthe notification. 
However, DSR, · Boudh, · Deogarh, Kalahandi, Subamapur, · and SR, 
Basudevpur ·stated between September and December 2008 that action would 

, ' .]:)e takento realise the differentialamount. The SR, Lakhanpur stated in April 
2009 thatthe circular for enhancement of additiopal SD has not been received 
by him tiH July 2008. The DSR, Nayagarh stated in"June 2008 that the matter 
would beJ.~.Y~~:W-~4. ~nd . SJovernment _ ~~ul~ be moved for direction in this 
regard. However, . the enhanced ra~e . was applicable from the date of 
notification:."~njd non-application oft4~. r;evised rate resulted in non-realisation 
ofrevenue. A report on further devdqpment has not been received (October 
2009). ·,· ' . ; : 

..... 

·. Undersectioll5. of the IS Act; a~y~stflilnent cortipf.ising or relating to several 
distinct matters· shall be chargeable with the aggre'gaie amount of the duties 

. with which .-~ypara.te jnstruments; each comprising.Qf Q~uelating to one of such 
matters, would be cha.rgea):>le. . · . ·_. · · ;~ .. ·· ·. · . _ 

Test checkofthe records 'o:ftlie DSR, Cuttack in February 2008reveaied that 
fo11r.sale.deeds'were executed a.:nd'registered on 11 May 2006,.·The properties 
transferred were earlier lea:'sed ;o'ut :and ·the 'lessee 'had cohstructed go downs on 
each property; Oil Surrender of the lea-se, a::surh of'R:s. 841akh was paid to the 

. . I esse~ towards the cost of the god9wns, It 'W'a.s. BotiGe.d from the recital of the 
sal¢ . deeds tlia( apart from the sale. transaCtions,.· th~ :_~ase of surrender. lease 
involving payment of consid,~ration money of Rs. 21Jakh towards the cost of 
godown constril2ted lJY the lessee was in<;;luded in each sale deed. Though the 
surrend~r of lease included in the: sale deed was a distinct matter, the same was 
not considered.at thetimeofregistration. This resulted in. short. levy of SD and 
R.F of'Rs.J0.9ilakh. _· .. · . . . .·. · 

73 · . Bolangif, Bo~dh, Deogarh, Gajapati, Kalahandi, Ke~drapara, Mayurbhanj, Nayagarh)'hulbaniand Subaniptir. 

74 .Anandpur, Bastid~vpur, GW1~pur; Hinjilikafu, Lakh~pur, Nilagrri and Patnagarh. 
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After this was pointed out, the DSR stated in February 2008 that the surrender 
of lease did not involve transfer of ownership. The fact, however, remains that 
consideration money was paid in each case towards value of the godown 
constructed by the lessee which was clearly a conveyance on sale and should 
therefore have been stamped as a distinct matter in relation to sale of the said 
property. 

k.6.9 Irregular exemption of stamp dut)1 

In terms of Revenue and Disaster Management Department order of 7 May 
2007 under Industrial Policy Resolution (IPR), 2007, in case of deed executed 
for allotment of land by the Government to IDCO, full exemption of SD shall 
be allowed subject to recommendation of the Managing Director (MD), IDCO 
on the body of the documents so presented at the time of execution. 

Test check of the deeds of agreement executed between the Government and 
IDCO during September 2007 and December 2008 in respect of SR, 
Berhampur Town and DSR, Sundargarh revealed that exemption of stamp 
duty amounting to Rs. 9.99 lakh was allowed in respect of two documents 
although the required recommendation of the MD, IDCO on the body of the 
document was not recorded. 

After this was pointed out in audit, the concerned registering officers admitted 
the irregularity and requested the MD, IDCO to do the needful. A report on 
further development has not been received (October 2009). 

The matter was reported to the Government in July 2009; their reply has not 
been received (October 2009). 

I 4. 7 Short realisation of stamp duty and registration fees 

Registration of documents without verifying the highest sale value resulted in 
short realisation ofSD and RF ofRs. 97.84lakh. 

As per the provision under Section 47(A) of the IS Act read with the 
instructions of the IGR of September 1993 and October 2002 the highest sale 
value of similar classification of land in the same village should be the sale 
value of the land for the purpose of registration. The highest value of three 
consecutive years upto the end of the month preceding the month in which the 
document is presented for registration should be considered for valuation. 

Test check of the records of the DSR, Kalahandi and six SRs75 between March 
and October 2008 revealed that 87 documents were registered between March 
2006 and December 2007 realising Rs. 19.05 lakh towards SD and RF on the 
consideration set forth in those instruments without verifying the highest sale 
value of three consecutive years upto the end of the month preceding the 
month in which the documents were presented. Further scrutiny revealed that 
the SD and RF leviable on the basis of the highest sale value of the preceding 
three years was Rs. 1.17 crore. Thus, failure on the part of the registering 
authorities resulted in short realisation of SD and RF of Rs. 97.84 lakh. 

75 Biramitrapur, Bonai, G. Udayagiri, Khandagiri, Patnagarh and Rajgangpur. 
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After. the cases were pointed out, all t4e DSRs and SRs • stated betwe~n March _ .· 
and October 2Q08 that the cases woul~!be examined and action would be taken · 
to book the. cases under seCtion 47(A) to realise the. SD and RF. A report on 

··further development has not been receiyed {October 2009). · · . ·· . 
• . . , • .• I . 

' 
The matter was reported totheGover.riplentin March 2009; thefrreply has not 
been received (October 2009). 
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Test check of the records in the commercial tax offices in respect of profession 
tax and office of the Excise Commissioner, Deputy Commissioner of Excise 
and Superintendents of Excise on excise duty/fee conducted during the year 
2008-09 revealed non-levy of tax and penalty, non/short realisation, non-levy 
of .duty/fee,Joss of revenue etc., amounting to Rs .. 27.29 crore in J 7,007 cases 
which fall under the following categories: 

Profession tax 

1. Non-levy of tax and penalty 

State Excise 

1. 

2. 

3. 

4. 

5. 

Non-levy of differential duty on 

Loss of revenue due to non-settlement/delay in 
settlement/non-renewal of excise shops 

Non/short realisation of excise duty/ transport 
fee 

Non-realisation/non-levy of initial 
(appliCation fees, user charges and 
registration fees on transfer of license) 

Other irregularities 

Grand Total : 

fees 
label 

16,597 14.00 

6 3.11 

31 3.06 

186 0.27 

31 0.04 

156 6.81 

410 13.29 

17,007 27.29 

During the year2008-09, the Excise dt:::partment accepted non/short realisation 
of duty/fees, loss of revenue and other deficiencies amounting to Rs. 79.14 
lakh in 208 cases pointed out in 2008-09. The department recovered Rs. 
88,000 in eight cases pointed out in 2008:-09 and earlier years. 

After issue of the draft paragraphs, the Excise department recovered Rs. 4.59 
lakh pertaining to a single observation pointed out by audit during 2008-09. 

A few illustrative audit observations involving Rs. 14.57 crore are discussed in 
the following paragraphs.· 

91 



A udit Report (Revenue Receipts) for the year ended 31 March 2009 

I 5.2 Audit observations 

Scrutiny of the records in the commercial tax offices in respect of profession 
tax and office of the Excise Commissioner, Deputy Commissioner of Excise 
and Superintendents of Excise on excise duty/fee revealed several cases of 
non-observance of the provisions of the Acts/Rules resulting in non-levy of 
profession tax and non-levy of bottling licence fee as mentioned in the 
succeeding paragraphs in this chapter. These cases are illustrative and are 
based on a test check carried out in audit. The Government may consider 
issuing instructions for effective profession tax collection system and to 
improve internal control mechanisms to avoid occurrence of such omissions. 

!Profession Ta~ 

I 5.3 Non-levy of profession tax 

Non-compliance of the provisions of the Orissa State Tax on Professions, 
Trades, Callings and Employments Act, 2000 and CCT's instructions by the 
AAs resulted in non-levy of tax and penalty of Rs. 14.00 crore. 

Under the provisions of the Orissa State Tax on Professions, Trades, Call ings 
and Employments Act, 2000, every person liable to pay tax is required to 
obtain a certificate of enrolment from the assessing authorities (AAs). Further, 
the Act provides that if a person liable for enrolment fails to apply for such 
certificate, a penalty not exceeding rupees five for each day of delay is 
leviable. 

With a view to augment revenue collection the CCT, Orissa instructed the 
field functionaries in November 2004 to collect adequate and quality 
intelligence about dealers/organisations defrauding and cheating Government 
and obtain information from specified sources to identi fy persons liable to pay 
tax and get them registered. Further, the Government decided in December 
2004 to set up profession tax cell s in each circle to identify potential tax 
payers and to assist, enroll and register the drawing and di sbursing officers 
and assessees for mobilising collection of the tax. 

In order to ascertain whether all persons liable to be covered under certain 
classes of assessees specified in the Schedule to the Act were brought into the 
tax net, details were collected from the Central Excise department in respect of 
service providers, local branches of the Life Insurance Corporation of India in 
respect of insurance agents, local telecom districts of Bharat Sanchar Nigam 
Limjted in respect of owners of STD booths and State Directorate of Medical 
Education and Training in respect of nursing homes, medical clinics, etc. 
Similarly, information was also gathered from Yellow Pages and websites in 
respect of beauty parlours, advertising firms/agencies, travel agents, transport 
contractors, clearing and forwarding agents, private doctors, technical and 
professional consultants, tutorial institutes, computer training institutes, etc. 

The details collected were cross verified by audit between November 2008 
and March 2009 with the records of Commercial Tax department relating to 
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. the registration and assessment of profession· tax in -11 circles 76 for the period 
from 2003-04 to 2007-08 and it was revealed that 16,597 persons had not 
enrolled themselves under the Act.· The non-enrolment of these persons 
resulted in non-levy of revenue of'Rs. 3.52 crore. Besides, penalty upto 
Rs. 10A8 crore calculated upto March' 2008, was also leviable. Category wise 
details are given in the following table; 

Insurance Agents 

2; 13 November 4,512 600 0.87 2.63 3.50 
STDIISD/ Local 2004 and 

Booths March 

3. 6(b) 1,434 0.32 0.41 0.73 
Contractor of any 

description 
. engaged in any 

work 
4. 16 November 797 2,500 0.36 0.28 0.64 

Transport 2004 and 
contractors/ March 

:.Agencies including 2008 
clearing and 
forwarding 

5. -do- 450 2,500 0.21 0.16 0.37 
Advertising Firms/ 

Agencies and 
Travel 

6; ll(i) "do- 442 2,500 0.21 0.16 0.37 
Nursing Home,. 
Mediciil Clinics;.· 

Pathological 
Laboratories, 

Diagnostic, X-ray 
and Scanning 

Centres 

7. 9 April2003 338 1,200 0.13 0.20 0.33 
Technical and and March 
Professional 2008 
Consultants 

including RCC 
consultants, 
Architects, 

Engineers, Tax 
Consultants, 

Chartered 
Accountants and 
Cost Accountants 

76 Bhubaneswar I, Bhubaneswar II, Bhubaneswar Ill, Bhubatieswar IV, Cuttack I (East), Cuttack I (West), Cuttack I (Central), 

Cuttack I (City), Cuttack II , Rourkela I and RourkelaiL 

77 In the absence of annual income/turnover/length of standing in profession of the persons, average rates of tax rounded off to the nearest 

tax slab have been adopted. 
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9. 

10. 

1L 

Tutorial 
Institutions, March 

Training 2008 
Institutions 
including 

Com uter training 
6(a) 

Estate Agents, 
promoters, brokers 

or commission 
a ents 
S(a) 

Beauty parlour 

3 
Medical 

practitioners 
including medical 

consultants 
Totall 

April2003 
and March 

2008 

-do-

-do-

297 

100 

137 

16,597 

1,000 

1,000 
(None 

AC rate) 

0.06 

0.02 

0.02 

3.52 

0.11 0.17 

0.10 0.12 

0.03 0.05 

1M8 14.00 

It was also seen that the administration of profession tax Act in the State 
suffered due to non-creation of a separate establishment for the purpose of 
conducting surveys and collection of information from various sources in 
order to bring the persons evading tax into the tax net. 

After the cases were pointed out, all the AAs stated between January and 
March 2009 that necessary action would be taken to enroll and assess the 
persons after examining each case. A report on further development has not 
been received (October 2009). 

The matter was reported to the Commissioner of Profession Tax/Government 
in April2009; their reply has not been received (October 2009). 

Non-levy of bottling licence fee resulted in non-realisation of revenue of 
Rs. 57.39 lakh. 

As per the Excise Policy for 2007-08, bottling licence fee at the rate of Rs. 3 
per bulk litre (BL) is leviable on beer manufactured irrespective of brand or 
purpose. Besides, in respe~t of export brand bottling fee of Re. 1 per BL of 
beer is also leviable. 

Scrutiny of the records of. the Superintendent pf Excise (SE), Khurda and 
Bolangir in July and September · 2008 revealed that two breweries 

77 In the absence of annual income/turnover/length of standing in profession of the persons, average rates of tax rounded off to the nearest 

tax slab have been adopted. 
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mamifactured 64.50 lakhBL of beer during 2007-08 of which 19.13 lakh BL 
were of export brand. It was seen that neither did the breweries pay the 
bottling licence fee nor did the department raise demand for the same on the 
export brand which resulted in non-levy of bottling licence fee of Rs. 57.39 
Jakh. 

After the case was pointed out, the: Government stated in May 2009 that 
bottling fee at the rate of R~. 1 per BTI of beer exported had been realised and 
it was not legaHy permissible to realisy bottling fee twice on the same product 
The fact, however, remains that two separate fees such as bottling licence fee 
and bottling fee together with export fee are leviable under the Excise Policy. 
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Test check of.the records maintained i'n various forest divisions as well as in 
the office of the Principal Chief Conservator of Forests, Orissa conducted 
during the year 2008-09 revealed non-realis'ation of royalty, non/short levy of 
interest, loss ofrevenue etc.,ofRs. 3.69 crore in 3,314 cases which fall under 
the following categories: 

1. Loss . , of . revenue due t9 .. short 24 0.81 
delivery/shortage of forest produce, 

2. 
. 

Non-realisation of royalty 1;351 0.48 .· 

3. Non/short levy of interest on belated 1,302 0.38 
payment of royalty 

4. Other irregularities 637 2.02 

Total 3,314 3.69 

During the year 2008-09, the department accepted non/short levy of royalty, 
interest and oth~rde:ficiencies ofRs. 85.95 lakh in 1,856 cases pointed out in 
2008'-09 and recovered Rs; 60,625 intw'o cases pertaining to earlier years. 

·. . . 'r , ,_ . , . 

A fewilh1strative audit observations inyolving Rs. 79.80 lakh are discussed in 
. th~ :following paragraphs. · 

II 
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I 6.2 Audit observations 

Scrutiny of the records maintained in various f orest divisions as well as in the 
office of the Principal Chief Conservator of Forests revealed several cases of 
non-compliance to the orders issued by the Government resulting in 
non-realisation of Government revenue as mentioned in the succeeding 
paragraphs in this chapter. These cases are illustrative and are based on a 
test check carried out in audit. Such omissions are pointed out in audit 
repeatedly, but not only do the irregularities persist; these remain undetected 
till an audit is conducted. The Government may consider issuing instructions 
for strict compliance to its orders/instructions and to improve internal control 
mechanisms to avoid occurrence of such omissions. 

I 6.3 Non-compliance of Government orders 

Government orders of Febru01y 1977, July 1989 and August 2005 prescribe 
for: 

(i) Levy of interest on Orissa Forest Development Corporation (OFDC) 
f or belated payment of royalty; and 

(ii} timely disposal of seized materials. 

Non-compliance of some of the above orders in cases as mentioned in 
paragraphs 6.3.1 and 6.3.2 by the Divisional Forest Officers (DFOs) resulted 
in non-realisation of Government revenue of Rs. 79.80 lakh. 

I 6.3.1 Non-disposal of timber and poles 

The Government of Orissa, Forest and Environment Department in their order 
of July 1989 and August 2005 issued instructions for early disposal of timber 
and poles seized in undetected forest offence cases either by prompt delivery 
to the OFDC Limited within two months from the date of seizure or by public 
auction in order to avoid loss of revenue due to deterioration in quality and 
value on account of prolonged storage. 

Test check of the records of 35 forest divisions78 conducted between April and 
November 2008 revealed that 19,026.75 eft timber and 214 poles valued at 
Rs. 41 .66 lakh seized in 1,266 undetected forest offence cases, registered 
between 2006-07 and 2007-08 were lying undisposed. Inaction of the 
department in disposing the timber and poles either by delivery to the OFDC 
or by public auction resulted in non-realisation of revenue of Rs. 41.66 lakh. 

After the cases were pointed out, the Government stated in May 2009 that 
6,533.36 eft. timber and 85 poles valued at Rs. 11.51 lakh have been disposed 
of in 43 1 cases and the DFOs have been instructed to dispose the balance 

78 Angul, Athagarh, Athamall il. Balasore(W/1..), Baliguda, Bamra(W,1..), Baragarh, Banpada, BerhampUT, Bhadrnk(W/L), 13olangir (E), 

Bolangir (W), Bonai. Boudh, Cunacl., Oeogarh, Dhcnl.anal, Ghumsur (N), Ghumsur(S), Je)porc, Kalahandt (S), Karnnjia, Keonjhar, 

KhUTda. Korapul, Malkangiri, Nabarangpur, Nayagarh, Phulbani. Rairakhol, Rayagada, Rourkela, San1balpur (N), Sambalpur (S) • and 

Sundargarh, 
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seized timbers and poles JoHowing Government instructions. A report on 
further development has not been received (October 2009). 

Under the Orissa Forest Contract Rules, 19~6, if a contractor fails to pay any 
instalment of royalty for sale of forest produce by the due date, he is liable to 
pay interest at the rate of6.25 per cent' per annum on the amount of default. As 
per the provisions contained in the Qovemment of Orissa order of February 
1977, the OFDC Limited is also liable to pay interest for default in payment of 
royalty. 

Test check of the records of 32 forest divis:i.ons79between April and December 
· 2008 revealed that the OFDC had paid royalty of Rs. 5.83 crore for the period 
from 1997-98 to 2006-07 between December 2006 ap:d March 2008 .with 
ddays ranging between 8 days and 118 months. Iritetest of Rs. 38.14 lakh 
leviable on the belated payment of dues was not levieil by the DFOs. The 
details are given in the foHowing table. ·. · · · · 

13 to 24 months 259 11.11 

25 to 118 months 166 15.13 

To tall 1,3illl2· 38.141 

After. the .cases were pointed ·out, the Government stated in May 2009 that 
demand ofRs. 27:75 lakh had been r~ised by the DFOs,on OFDC. It was also 
stated that OFDC had requested the Government in February 2007 to exempt 
the interest dues. A report on further development n'as not been received 
(October 2009). 

i 

79 Angul, Athagarh, Atharnallik, Bamra(W/L), Bargarh, Baripad~ Bolangir(E), Bolangir(W}, Bonai, Boudh, Cutiack, Deogarh, Dhenkanal, 

Ghums~(N), Hir~d(W;L), Jeypore, Kalahandi(N), Kalah.U:di(S), Khariar, Khilrda, Keonjhar, Keonjhar(WIL), Koraput;Malkangiri, 

Nayagarh, Nabarangpur, Phulbani, Puri(WIL), Rairakhol, Raygada, Rourkela and Stindargarh. 
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Test check of the records maintained in the office of the Deputy Directors of 
Mines and Mining Officers conducted during 2008-09 revealed non/short levy 
of royalty/dead rent/surface rent, noiJ/short recovery of interest and non-levy 

, of interest and other irregularities of Rs. 202.52 crore in 188 cases which fall 
under the following categories: 

l. Non/short levy of royalty/dead rent/surface 45 13.68 
rent 

2. Non/short recovery of interest and non-levy 14 0.21 
of interest 

3. Other irregularities 129 188.63 

During the year 2008-09, the department accepted non/short levy of royalty, 
dead rent/surface.rent, non/short recovery of interest, non-levy of interest and 
other irregularities of Rs. 6.94 crore .in 69 cases pointed out in 2008-09. The 
department also recovered Rs. 9.21lakh in 12 cases pointed out in 2007-08. 

A few illustrative audit observations involving Rs. 6.39 crore are discussed in 
the following paragraphs. 

' ,_. 

101 

·.,. 

·. ·:: 



Audit Report (Revenue Receipts) for the year ended 31 March 2009 

Scrutiny of the records maintained in the office of the Deputy Directors of 
Mines (DDJvl) and Mining Officers (MO) revealed short levy of royalty/ 
non-levy of interest as mentioned in succeeding paragraphs in this chapter. 
These cases are illustrative and are based on a test check carried out in audit. 
Such omissions are pointed out in audit repeatedly, but not only do the 
irregularities persist; these remain undetected tiil an audit is conducted The 
Government may consider issuing instructions for effective internal control 
mechanisms to avoid occurrences. of such omissions. 

. . . . . . ' 

The Mines and Minerals (Development and Regulation) Act (MMDR Act) and 
Mineral Concession (MC) Rule§ provide for levy of-

(i) Royalty on mineral removed from the leasehold area; 

(ii) royalty on unprocessed mineral in case of processing of mineral other 
than run.:.of-mine80 (ROJvl) mineral;· · 

(iii) royalty on·appropriategrade of mineral; and 

(iv) interest on belated payment of royalty~ 

Non-observance of some of the above provisions as mentioned in paragraphs 
7.3.1 to 7.3.3 resulted in short levy of royalty and non-levy of interest 
amounting toRs. 4.97 crore. 

Under the MMDR Act, 1957, the holder of a mining lease is liable to pay 
royalty in respect of any mineral removed from the leasehold area or 
consumed therein. As per the revised rate of royalty notified in August 2007 
by the Government of India, Ministry of Coal, the rate of royalty on coal is a 
combination of specific and advalorem rates of royalty which is Rs. 55 per MT 
plus five per cent of basic pit head price of ROM coal in case ofF grade coal. 

7.3.1.1 Test check of the records. of the DDM, Rourkela in January 2009 
revealed that during the year 2007-08 a lessee dispatched 31.39 lakh MT ofF 
grade coal from the leasehold area of one of its mines. The DDM~ however, 
levied royalty on 30.12 lakh MT resulting in short levy of royalty of Rs. 1.94 
crore. 

After the case was pointed out, the DDM· stated in January 2009 that quarterly 
assessment was made after obtaining the rake-wise price after dispatch from 
the railway siding as it was a. convenient system and thus difference exists. 
The fact, however, remains that royalty was to be assessed on the quantity of 
coal dispatched from the leasehold ar~a. 

80 The blasted materials contaming ore with other f<>•oign materials brought to the crushing plant. 
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7.3.1.2 Test check of the records ofthe DDM, Sambalpur during January 
· 2009 revealed that 11.18 lakh MT ofF grade coal was consumed in the mines 
of a lessee during August 2007 to March 2008. The royalty on the above 
quantity of coal was assessed as Rs. 8:83 crore at the rate ofRs. 79 per MT. It 
was, however, seen that the royalty assessable comes to Rs. 9.53 crore 
calculated atthe rate ofRs. 85.25 per MT, taking the basic pit head price at the 
rate of Rs. 605 ·per MT ·applicable for the year 2007 ~08 as intimated in July 
2008 by the DDM to the Director of Mines. Thus, application of a lower price 
for calcuiation of toyalty.n!sulted in short levy of royalty of Rs. 69.85 lakh. 

After the case was pointed out, the DDM stated that the basic pit head price of 
F grade ROM coal fixed by Coal India Limited was Rs. 440 per MT and the 
rate of Rs. 605 per MT was meant for F grade steam coal and .not for F grade 
ROM coal which was dispatched by the lessee. The fact, however, remains 
that the sale price of all F grade coal for the concerned mine was Rs. 605 per 
MT for2007-08 as intimated to the Director of Mines. 

The matter was reported to the Government in February 2009; their reply has 
notbeen received (October 2009). 

As per the provisions of the MMDR Act, the holder ofa mining lease is liable 
to pay royalty at the prescribed rates on the mineral consumed/removed from 
the leasehold area. Further, according to the MC Rules, in case of processing 
of ROM minerals within· the leasehold area, royalty is chargeable on the 
processed mineral removed from the leasehold area. However, in case of 
processing of. mineral other than ROM mineral, royalty is chargeable on 
unprocessed mineral i.e, mineral extracted from the seam. As per the 
Government · of Orissa, Mining and Geology Department notification of 
August 1974, the MO shall make quarterly verification of the monthly returns 
with reference to the accounts maintained by · the lessee alongwith other 
relevant records. 

7.3.2.1 Test check of the assessment records of the DDM, Koira in January 
2009,revealed that during the years 2006-07 and 2007 .,08, a lessee declared to 
have fed 3 7.63 lakh MT of unprocessed minerals in his processing plant and 
paid royaltyofRs. 5.70 e:rore classifying the minerals as ROM minerals. The 
AO accepted the returns of the lessee and levied royalty accordingly. Audit 

· scrutiny revealed that the output was: equal to the input minerals, i.e., 37,.63 
lakh MT which indicates that the minerals· declared to have been fed by the 
lessee were not ROM minerals and thus royalty of Rs. 7.55 crore should have 
been levied on the unprocessed minerals. This ~esulted in short levy of royalty 
ofRs. 1.85 crore. · · 

· After the case was pointed out, the: DDM stated in January 2009 that the 
. royalty was charged ori the processed. mineral as per the mining plan of the 
lessee approved by the J11dian Bureau . of' Mines for· production of ROM 
minerals. The fact, however, remains that.the -minerals fed were not ROM 
minerals since the outputafterprocessiiig was giaded mineral, sized mineral 
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and fines without any foreign material which was also equal to the input 
quantity. 

7.3.2.2 Test check of the records of the MO, Keonjhar in December 2008 
revea led that in the case of a lessee assessment of royalty for the year 2007-08 
was completed on the unprocessed minerals fed into the crusher plant as 
shown in the returns. On scrutiny of the returns it was seen that the lessee 
stated to have fed 2.36 lakh MT of higher grade minerals and 3.52 lakh MT of 
lower grade minerals and paid royalty accordingly. The output of higher grade 
was, however, shown as 3.76 lakh MT. This indicate that the quantity of 
higher grade minerals shown to have been fed on which royalty was assessed 
was not correct and the lessee was liable to pay the differential royalty of 
Rs. 15.4 7 lakh on 1.40 lakh MT of higher grade minerals. 

After the case was pointed out, the MO stated in December 2008 that after 
verification of records the lessee would be asked to deposit the differential 
royalty. A report on further development has not been received (October 
2009). 

7.3.2.3 fn Koira circle it was further seen that in the case of a lessee 
assessment of royalty was made upto March 2005 on the quantity of processed 
minerals removed from the leasehold area. The procedure of assessment was 
changed from 1 Apri l 2005 and roya lty from that date was required to be 
assessed on the quanti ty of minerals fed into the processing plant. It was, 
however, seen that the DDM did not levy royalty on the closing balance of 
86,356 MT of processed minerals left unassessed at the end of March 2005. 
This resulted in non-levy of royalty of Rs . 11 .53 lakh. 

After the case was pointed out, the DDM stated in January 2009 that the 
present method of assessment was challenged by the lessee who requested the 
Director of Mines to consider the assessment as per Rule 64 B of MC Rules. 
The fact, however, remains that the left over processed mineral escaped levy 
of royalty. 

The cases were reported to the Govenunent in March 2009; their reply has not 
been received (October 2009). 

17.3.3 Non-levy of interest on delayed payment of mining dues 

Under the provisions of the MC Rules as amended from time to time, in case 
of belated payment of roya lty, s imple interest at the rate of 24 per cent on the 
unpaid amount is chargeable from the sixtieth day after the expiry of the due 
date till the payment of the dues in fu ll. 

Test check of the records of six mining circles81 between June 2008 and 
January 2009 revealed that royalty of Rs. 4.27 crore was paid belatedly during 
the period between Ju ly 2006 and June 2008, though the due date of payment 
was between January 2004 and Apri12008. Interest ofRs. 20.99 lakh for delay 
in payment of the dues ranging from one to 1,458 days was not levied. 

81 Banpada, Bolangir. Cunack, Jajpur Road. Koora wod Sambalpur. 
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After the c·ases were p~inted: mit, the MOs, Baripada, Bolangir, Cuttack and 
the DDM, Koira agreed to raise the demand, while the DDM, Jajpur Road 
raised the demand of Rs. 1.54 lakh in November 2008. A report on further 
development in the former cases and realisation in the latter case has not been 
received (October 2009). The DDM, Sambalpur stated in January 2009 that 
the lessee had cleared. the dues within the stipulated period of 74 days. 
The fact, however, remains.that the differential royalty pertaining to the period 
from August 2007 to March 2008 was paid in May 2008. 

, :-. . . I 

The matter was brought to the notice·ofthe Goveniment in March 2009; their 
.. reply has-not been received (October2009). 

Non..,compliance to th~ ins.tructions iss~ed by Government of India resulted in 
short levy of royalty of&. 1A2 crate.~: • · 

As per the notification issued by the Government of India in September 1961, 
. limestone was to be treated as a minpr mineral only when used in kilns for 
manufacture of liJ,lle '!JSed as buildihg m~terial and in all other cases would be 
deemed to be a major mineral. . 

• Scrutiny bf the records of the DDM, Rourkela in January 2009 revealed that 
three lessees removed 8.56lakh MT of limestone during 2006-07 and 2007-08 
as minor minerals with the nomenclatUre "rejected limestone boulders" on 
payment of royalty applicable to ordinary boulders under the Orissa Minor 
Mineral Concession · Rules. As the ··lease was granted for extraction of 
limestone as major mineral and the rejected limestone boulders were removed 

· fdr. the pUI]lose other than for use in kilns for manufacture of lime, royalty of 
Rs. 3.85 crote was leviable treating these as major minerals against which 

· r:oyalty'ofRs. 2.43 crq~e_onlywas levi'ed. This resulted in shortlev)r of royalty 
ofRs. 1.42 crot~. · ·· · · · · ·· ·. · · · ' · · 

After the.· cases were· pointed out; the DDM stated' in January. 2009 that. the 
matter WOl!ld;Hereferred to th~ Pir~¢tor of Mines fqr,clarificatioir .. A report on 
_further developnient has not:b~en rehfived (October 2009r · ... · ... · '· . . . 

The matter w~s reportedt()·the Goveffiment in M;~rch 2009; their reply has not 
beeri .received (O<;tob~r 2009). ' · ~ ' . .... . · ... ·. . . - . 

. .. : . 
.... ·, ~-·· . 

. :· ~,! 





. ,~.· 

Test check of the assessment records and · other connected documents 
pertaining to the departmental receipts in the departments of Water Resources, 
Energy, Co~operation, Health and Family Welfare, General Administration 
(Rent), Steel and Mines andFood Supplies and Consumer Welfare during 
2008-09 revealed non-realisation of revenue, noil/short levy of revenue etc., of 
Rs.448.87 crore in 5,754 cases which fall urider the following categories. 

208.419 

-~-· 

· D4t.i?g :t!l~,;'~ea!. 2008::09 '; t~e. y()P.<t,erri~p {~el?~tp~P:!;s~. ~c,.c.eP,t~~.: ~~n/short levy, 
loss ofrevenue.etc., ofRs. 6.33 crore Iill08·cases;pouited out m 2008-09 and 
earlier years. Of. this, "co-operatio~ and Steel · and Mines departments 
recovered Rs. 79 lakh in three cases::' ; ; 

After iss~~. of the draft paragraphs the. departme~ts .. of Water. Resources and 
Energy recoYe;red Rs. 3.49 crore pertaining to tWo observations pointed out by 
audit during 2008-09. · ·· 

' --. ~ ' : 

A f~w illustnttive audit observations involving Rs. 22L23 crore are discussed 
in the following paragraphs. 
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Scrutiny ofassessinenf'tec:ords. and other connected documents pertaining to 
the departmentiii receipts.·. i~:the ''qepartments dj Water Resources, Energy, 

· Housfng and Urban l)evelo]2_ment and General Atfministration (Rent)· revealed 
. non/shortdevy/irregular .exemption a/special water rates/licence fee, non-levy 

:, ·.of electricity. duty on: transmission, .. and distribution· loss, non-raising of 
. demand for · ,tnspectfon'fee, iwn~rec;ove'r;; of· s~werage charges and short 

recpvery of wqter c.harges~qnrrotlref~asc ment.ion:ed·in succeeding paragraphs 
in this chapter. These cas.es are illustrative and are based on a test check 
carried out in a'udit. Such omissions are pointed out in audit repeatedly, but 
not only. do the irrr;!gu.Jar:i~if:!§__persist; these remain undetected till an audit is 
conduded. The Government· may COf!Sider issuing instructions for effective 
internal control m,echanisms to avoid occurrence of such omissions,. their 
detection and timely correction. 

The assessment, levy'and collection: of special water·rate in Orissa is governed 
by the Orissa Irrigation Act, 1959, Orissairrigation Rules, 1961 and executive 
instructions issued from time to timy. By an amendment of the above Act and 

. .., .. ·· , .. I 

the Rules, a new typ~. of water rat.e termed . as "licence fee" for use of water 
from Government water sources82 for purposes other than irrigation was 
introduced from September. 1994 .. The Rules were furtherramended in 1998 
revising the special water rate with effect from 18 July 1998. Thus, at present 
two types of water rates ·are· in'··:torce in the: State, - "special water rate" for 
using. water from irrigation . works . a~d · "Iidenc~ fee" ·for using water from 
Government water soprces forindustriallc~:nnruercial purposes. 

. . . -- :,· . . ~ •. . 

8.3.1. Non-raising ofdemandfor,.sp~~lafwater rate from OHPC in respect 
· of Upper Indravati)iydro j(,l{ictric Proje~t 

' · ' ,. ·. :: -• ~' -~ :· .;.. ,; . i . ' .r 

Under the provisions of the·' Oriss;i Irrigation. Act and the Rules made 
thereunder special water rate ·at the. rate of Rs. 60 per one lakh gallon of water 
used is leviable for non-consumptive ;use of water. The 9th Water Resources 
Boarcf-ill its meeting held· on20.S~ptember ~004 also reiterated that the 
government and private power generating agenc,ies should pay for the water 
used for generation' ofelectricity. . - ' 

Scrutiny of the records· of the Ch.!~r Engineer, Upper Indravati Irrigation 
Project, Khatiguda . during December . 2008 and. subsequent collection of 
information m Fe~ruary 2009 reveal~.d that 15,15 lakh hectometre of water 
was used. during the years 2003-04 to .. 2007-08·. ·IP the Upper Indravati Hydro 
Electric Project, Mukhiguda, a unit of Oriss~ Hydro Power Corporation 
(OHPC) Limited for generation ofelectricity. For such non-consumptive use 
-------------c-'' . . . 
82 A water source created naturally or othenvise by ~olleCti~n or d~posit of water, aily shbsoil ~vater or water in a state of running. 
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of water OHPC was liable to pay water rate of Rs. 200.03 crore. It was seen 
that neither did OHPC pay the dues nor did the department raise demand for 
the same. This resulted in non-levy of special water rate ofRs. 200.03 crore. 

After the case was pointed out, the Chief Engineer stated in December 2008 
that the question of raising demand did not arise as OHPC is maintaining the 
dam as well as the reservoir. The fact, however, remains that the Act does not 
provide for any such exemption. 

The .. matter was brought to the notice of the Principal Secretary, Finance 
department and Secretary, Water Resources department in April 2009. The 
Secretary, Water Resources department stated in May 2009 that no special 
water rate has been specified for use of water for generation of hydro 
electricity. It was also stated that the cabinet in its meeting held on 9 July 2002 
approved for exemption of water rate to OHPC. Presently a draft cabinet 
memorandum has been sent to the Revenue and Disaster Management 
department to bring out the necessaiy amendment in the Orissa Irrigation 
Rules. The reply of the Government was found contradictory as on the one 
hand it was·stated that there was no provision for such levy while on the other 
hand it was stated that action was initiat~d for revision of the water rate. The 
fact, however, remains that the notification revising the water rate has not so 
far been issued under the Act. Reply; from the Finance department has not 
been received,(October 2009). 

8.3.2 Non-levy of special water rate/licence fee 

According to the provisions of the Orissa Irrigation Act and the Rules framed 
thereunder, as amended from time to time, the user of water from irrigation 
works/Government water sources for industrial, commercial, drinking and 
washing purposes shall apply to the concerned Executive Engineer (EE) in the 
prescribed form for obtaining a licence· to draw water from the specified 
source. After getting the licence, the licensee shall execute an agreement with 
the EE and shall install a flow meter at .his own cost at the intake point of 
water. The EE shall assess the water rate/licence fees to be charged as per 
unit/quantity of water drawn or lifted and accordingly issue demand notice 
within the first week of every month payable within the said month. 

Test check· of the assessment records of 11 irrigation divisions83 between 
October and December 2008 revealed that special water rate/licence fee of 
Rs. 7.09 crore in respect of 41 industries/commercial organisations pertaining 
to the period from 2003-04.to 2007-0~ .was not demanded. The EEs did not 
take any action either to execute the agreements and get the flow meters 
installed except in three cases or make .art inquiry as to whether the user of 
water had unauthorisedly drawn water from· Government water 
sources/irrigation works. Lack of effective monitoring and pursuance by the 
EEs concerned resulted in non-realisation of the dues. 

83 Angul Irrigation Division, Berhwnpur Irrigation Division, Head Works Division, Kolabnagar, Jaraka Irrigation Division, Khurda 

Irrigation Division, Mahanadi South Division, Mahanadi North Division, .Main Da~ _ _Division, Burla, Prachl Irrigation Division, 

Bhubaneswar, Sainbalpur Irrigation Division and Sundargarh Irrigation Division.:., 
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During test check of the records the following system deficiencies were 
noticed. 

0 A comprehensive list of industries/commercial organisations/ 
Government bodies using water·unauthorisedly from Government water 
sources and irrigation works but not paying water rate/licence fee has not 
been drawn up by the department after survey. As a result, potential users 
like hotels and restaurants, Railways, . Central Government departments 
and State Government departments drawing water from Government 
water sources could not be brought into the'tax net. Further, for tapping 
of potential sources, of revenue, lack of co-ordination between Water 
Resources department with other departmept~ like Energy department in 
respect of_ captive powecplapts, .Jndustri~s department in respect of 
industrial units and Housing and Urban Development (H and UD) 
department in respect of Public Health divisions supplying drinking water 
was noticed. · 

0 In the test checked divisions it was observed that in no case steps were 
taken to disconnect the water supply to the defaulting units/units 
unauthorisedly drawing water. 

® Database in respect of users of water has not been prepared and 
developed to ensure collection and to arrest escapement of Government 
revenue. 

After the cases were pointed out, the Government while admitting that the 
unauthorised' users of water were drawing water without seeking permission 
from th~ competent authority stated · in July 2009 that the available 
infrastructure in the form of manpower was inadequate to tackle the matter. It 
was also· stated that the provisions of the Act and the Rules were not adequate 
to take· action against the unauthorised drawers of water and action for 
amendment was being taken. The fact, however, remains that due to inaction 
of the department, Government revenue remained unrealised. 

8.3.3 Short levy of special water rate/licence fee 

Test check of the records of two irrigation clivisions84 in November and .• 
December 2008 revealed that in tWo .cases against Rs. 1.29 crore leviable 
towards special wat~r ~ate/licencefe~ the EEs raised demand ofRs. 85.61lakh 

_resulting in short levy ofRs. 43.05 htkh. It was also seen that the user agencies 
. have not executed agreements with th~; department and have·not installed flow . 

meters leaqi11g to improper implementation ofthe Orissa Irrigation Act/ Rules 
and shprt realisationofwa:ter rate. · " ·~ · · . 

After the cases were pointed out, the- Government stated in July 2009 that the 
. concerned EEs had been instructed. to recover the dues. A report on further 

development has·not been received(October 2009): ._ 

84 AngUl Irrigation Division andBalasore Irrigation Division. .. - _;,,, ,., ·. 
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8.3.4 Non-levy ofinterest 

As per the amended provisions of the Orissa Irrigation Rules, compound 
interest at the rate of two per cent pe~ month is leviable on the user of water 
for default inpayment ofthe demanded. dues. · · 

Test check of the records of four divisions85 in November and December 2008 
revealed that special water rate/licence fee of Rs. 4.35 crore for the period 
from April 2003 to. January 2008 was paid between May 2003 and March 
2008 with ·delays ranging ~between· one and 59 months. Though interest of 
Rs. 86. 71lakh was leviable for belated payment, demand was not raised by the 
EEs. 

After the cases were pointed out, the Government stated in July 2009 that 
dema11ds had b~en raised against the. ipdustries. A report on recoveryhas not 
been received (October 2009). 

8.3.5 Irregular exemption ofspecial water rate/ licence fee 

Under the Industrial Policy Resolution (IPR) promulgated from time to time 
industrial units are eligible for exemption· from payment of water rate. for a 
specific period on fulfHment·ofthe pre~cribed conditions. 

!twas seen.in Sundargarh irrigation division that three industries were.aUowed 
50 per cent exemption of the licence fee due forthe period between August 
2003 and Match 2008 under IPR 200 I: without obtaining eligibHity certificate 
from the concerned District Industries Centre (DIC) and without incorporation 
of a specific clause in the agreement This resulted in irregular exemption of 
licence fee amounting toRs. 7.55 lakh. 

After the cases were po~ted out, the Government stated in July 2009 that the 
EE had been directed to verify the eligibility of the hidustries and obtain the 
eligibility certificates. It was also stateo that if the industries did not fuUH the 
eligibility . conditions, the demands would be. revised. A report on further 
devel9pmerit has notbeen received (October 2009) . 

. 8.3.6 Arrear special water rate/licence fee 

The arrears of special water rate/Hcence fee as on 31 March 2008 as reported 
by the department .was Rs 107.56 crore. It was seen from the demand, 
,collection and balance (DCB) position.oLthe Engineer-in-Chlef{EIC), Water 
Resources that the arrear dues of Rs. 4,220.37 crore86 as on that date from 
OHPC has not been included' in the above arrears. Scrutiny of the. records 
relating to arrear demands also revealed the following: 

. . . ' . . 

0 The arrear position ag(!.inst two industries was shown excess by Rs. 3.78 
crore in the records of th_e EIC JlS .C()~pared to the position shown in the 
recordsof ~he concef11ed, d~yisiops. $imilariy, in four cases the arrears 
in the DCB of the EIC was shown ·less by).~.s. 20.79 crore. These 
discrep~cies need recoX1ciliation: i •· 

-:· ,. 

85 Angul Irrigation DiviSion, Jaraka Irrigation Division, Main Dam pivision, Burla and Sundargarh Irrigation Division. 

86 Excluding the arrears ofBalimela Hydro Electric Project for 2006-07 and 2007..08. 
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• As per the provisions of the Orissa Irrigation Act, arrears of special water 
rate/licence fee are to be recovered as arrears of land revenue. It was, 
however, seen that despite the pendency of arrears of Rs. 26.56 crore, 
excluding the arrears of Rs. 81.00 crore locked up in court cases from 
1994 onwards, the department has not initiated any certificate proceeding 
for realisation of the arrear dues. Of this, Rs. 9.05 crore was pending 
against five units which are either closed or transferred rendering the 
collection of the arrears remote. 

After the cases were pointed out, the Government stated in July 2009 that: 

• action was being taken to reconcile the discrepancies; 

• action was being taken to review the pending cases and the concerned 
divisions would be instructed to initiate suitable action for recovery of the 
arrear dues ; and 

• the audit observations were intimated to the field functionaries to take 
immediate action. 

A report on further development has not been received (October 2009). 

!Energy Departmen~ 

( 8.4 Non-eompHance of notlflcations/d~isions 
The extant decision of the Orissa Electricity Regulatory Commission (OERC) 
and notification of the Government of Orissa prescribe for: 

(i) Restricting the transmission and distribution loss of energy for North 
Eastern Electricity Supply Company of Orissa Limited (NESCO) at 32 
and 29 per cent for 2006-07 and 2007-08 respectively; 

(ii) collection of inspection fee for inspection of service connections; 

(iii) levy of interest on late deposit of electricity duty. 

Non-compliance of some of the above provisions as mentioned in paragraphs 
8.5 to 8. 7 resulted in non-levy/realisation of revenue of Rs. 9.25 crore. 

As per the provisions of the Orissa Electricity (Duty) Act (OED Act), 1961 
read with the Government of Orissa, Energy department notification of 
January 2006, electricity duty (ED) at the rate of six paise per unit is leviable 
on the energy consumed by a licensee or board in its own premises. Further, 
the OERC fixed the admissible transrnissi6n and distribution loss for NESCO 
at 32 and 29 per cent for 2006-07 and 2007-08 respectively excluding the 
energy sold to extra high tension (EHT) category of consumers. 

Test check of the records of the Electrical Inspector (EI), Transmission and 
Distribution (T &D), Balasore in September 2008 and collection of information 
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from the corporate office of NESCO revealed that NESCO purchased 
8,653.267 MU of energy during the years 2006-07 and 2007-08. Of this, 
3,014.667 MUof energy was sold to,the EHT category of consumers. Of the 
remaining 5,638.600 MU of energy;, 2,859.288 MU was sold to the low 
tension (L T) and high tension (HT) category of consumers during the above 
period leaving a balance of 2,779.312 MU. After deducting .the admissible 
transmission and distribution loss of 1, 715.216 MU calculated on the basis of 
norms fixed by the OERC the distribution company was liable to pay ED on 
the balance 1,064.096 MU of energy. It was, however, seen that neither did the 
company pay the dues nor did the department raise demand on that account. 
This resulted in non-levy of ED ofRs. 6.38 crore. 

After the case was pointed out, the Government stated in June 2009 that ED 
on transmission and distribution loss is not payable as the same is not 
consumed by a consumer. The fact, however, remains that the -transmission 
and distribution loss over and. above the admissible limit is consumption of 
energy by the licensee for which ED is payable by it. 

As per the Government of Orissa notification of December 200 1, a fee for 
inspection of service connections is leviable annually on all connections at the 
prescribed rates. The fees are to be collected and deposited in the Government 
account by the distribution companies. 

Scrutiny of the records ofthe EI (T&D), Balasore in September 2008 revealed 
that neither was the inspection fee for 2007-08 deposited by the distribution 
company NESCO nor was any demand raised· on that account by the 
department. This resulted in non-realisation of revenue of Rs. 1.18 crore as 
mentioned in the following table., 

Balasore 

NESCO 

2007-08 4,84,421 0.97 42,656 0.21 1.18 

After the case was pointed out, the EI stated in September 2008 that action 
would betaken for raisingthe demand. A report on further development has 
not been received (October 2009). 

The matter was reported to the Government in February 2009; their reply has 
not been received (October 2009). 

. . 

Under the provisions of the OED Act and the Rules made thereunder, a 
licensee is required to deposit the amount of ED realised from the consumers 
within a period of 30 days of expiry of the month of such realisation. In case 
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of delay in making payment the licensee is liable to pay interest at the rate of 
18 per cent per annum. 

Test check of the records of the EI (T&D), Balasore in September 2008 
revealed that ED of Rs. 3.79 crore relating to the period from April 2001 to 
April 2007 was deposited between December 2002 and August 2008 into the 
Government account. Though the delay in making the payments ranged from 
22 days to 70 months, interest ofRs. 1.69 crore leviable was not levied. 

After the case was pointed out, the Government stated in May 2009 that 
demand for interest of Rs. 1.60 crore had been raised in March 2009. A report 
on recovery and ~reasons for difference in demand has not been received 
(October 2009). 

Non-implementation of annual increase in water charges and non-recovery of 
sewerage charges in respect of government residential accomodation resulted 
in non-recovery ofRs. 3.49 crore. 

Under the provisions of the Orissa Water Works (Urban Local Bodies) Rules, 
i98o, as ~mended from time to time, water charges at the prescribed rates is 
recoverable from the occupants of Government residential buildings. As per 
the Housing and Urban Development department resolution of June 2005, the 
water charges shall be automatically increased for· all categories of consumers 
at the rate of five per cent each year. Further, as per the Housing and Urban 
Development department resolution of August1996 sewerage charges at the 
rate of Rs. 20 per month per connection is .also collectable from the 
consumers. 

Test check of the records of the EE, Public Health Division No. H, 
Bhubaneswar in December 2008 and information collected from the Rent 
Officer, General Administration (GA) department in February 2009 revealed 
that the annual increase in water charges has not been implemented in respect 
of Government residential accomodation. It wals also seen that sewerage 
charges have never been collected from the occupants of the quarters under the 
control of the GA department. This resulted in short recovery of water charges 
of Rs. 16.77 lakh for the period from April 2006 to November 2008 and 
non-recovery of sewerage charges of Rs. 3.32 crore for the period from 
September 1996 to November 2008 .. 

After this was pointed out, the Government stated in August 2009 that 
Government residential buildings under the control of GA (Rent) department 
have been occupied.by the staff of different depaii:ments. It is, therefore, not 
practicable to raise the demands against different departments by watching the 
incumbency of the occupants. It was a~so stated that to avoid inconvenience 

· the demand for water charges and sewerage charges as per the tariff structure 
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was being raised against GA department. The fact; however, remains that the 
EE and the Rent Officer, GA department confirmed in February 2009 that the 
Government orders increasing the water charges annually and introducing the 
levy of sewerage charges had not been implemented in respect of Government 

· employees. · 

Bliubaneswar 
The 

New Delhi 
The 

. ·-;· 

(A TREYEE DAS) 
·Accountant General (CW & RA) 

Orissa 

Countersigned 

,r.-ff) ~· 
·vr-~~ 

-----· --· -- -

(VINOD RAI) 
Comptroller and Auditor General of I!!R~ia 

115 



I,: I 



Insurance 

Oriental 
Instirance 
Oriental 
Insurance 

Bajaj Allianz 

5. I 200700952416 Reliance 

6. I 200700508420 Reliance 

ICICI Lombard 

8. I 201839808790 I ICICI Lombard 

9. I 201067589279 I ICICI Lombard 

10. I 290702907775 I Reliance 

Annexure-A 
Manual checking ofduplicateinsurance cover notes 

(Reference para No. 3.2.13.3) 

M.R. Sahu 

I I Rs.3688 I I 

OR05AD3729 Illarani Ghosh OR05AD3679 
Rs.960 

OR05AD3678 Dushmant Ku. Sahoo OR05AD3709 
Rs.1774 

I OR14 ~1173 I Md.Sahajahan Seikh I OR14 S 1172 
Rs.4123 ..... 

I OR14 S 1486 

I OR14 S 1597 I Abhirrianyu Das OR14 S 1595 
Rs.3230 

I OR16C-3118 I M.K.Patel OR16 C 3117 
Premium-Rs.27501 

I OR16 C2510 I R.K. Sahoo OR16 C 2509 
Rs.20600 

I OR16 C 1927 I S.K.Choudhury OR16 C 1928 
Rs.20600 

I OR16C 2497 I Radheshyam Jena I OR16C 3015 I 
Rs.877 
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Jagabandhu Panda 
Rs.960 
Trilochan Patri 
Rs.774 

Sanjay Orarn 
Rs.4232 

K.K.Patel 
Premium-Rs.2750 1 
S.C. Saraph I It is a misc. vehicle package 
Rs.20600 · quotation instead of a cover 

note. 
S.K.Choudhury It is a goods. vehicle 
Rs.20600 package quotation instead 

of a cover note. 

I 
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'h., 

549 I 32,423 I 

3. I Seating I 1,118 3,058 

4. I Sale amount 57,393 41,769 

5 .. CubiC capacity 11,612 802 

-0- -6: Goods carriages I 1sr . I 09 I 
where RL W=O . 

7. I Non transport/ . 
. pnvate vehicles 

988 I 1,220 I 

where. Seat cap . 
and Sale amt =0 

8. I Private vehicles 2,832 163 
whereULW=O 

9. I Passenger 45 32 
vehicles with 
seat 

Amm.exure-B 
Data JmOt entered in key fields 
(Reference para No. 3.2J.3.4) 

24,172 ·1 3,70() I 9,568 

11 19 30 

17,318 11,016 11,457 

797 154 748 

03 I 08 I 45 

2 . 06 I 09 

444 56 

01 02 
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3,455 13,908 . 1,207 88,982 

62 44 541 4,883 

11,418 12,279 33,595 196,245 

257 102 350 14,822 

. 36 I 02 I 83 I 337 

25 I 04 I 131 I 2,385 

90 14 558 4,233 

03 00 26 109 



' 

2. 

3. 

4. 

I 
.I 

I RL W of goods carriage 
ing 49,000 kgs 

I Two wheeler with 
seating capacity 

three 
I Car (private) with 
. seating capacitY more 
thanl 

I 

5. · I Cubic caoacitv within I 

6. · Fitness valid to date 
beyond 2024 in case of 
private vehicle . 

7. Insurance to date 

8. I Tax up to date beyond 
2024 

9. I Insurance from date I 
equal to and more than 
Insurance date 

10. I Registration date on I 
Sunday 

12 04 

167 330 

01 I 21 I 

418 I 397 

31 26 

02 11 

I 07 I 

164 I 189 I 

Annexure-C 
Lack of data validation 

(Reference para No. 3.2.13.5) 

01 00 

167 37 

10 I 0 I 

340 48 

09 -

07 .. 0 

03 04 

- I I 

623 I 22 I 

119 

00 01 

54 28 

01 I 0 

44 134 

- -

0 (j 

0 0 

I 

18 I 36 

20f I 46 I 84 
t 

57> I 229 I 1069 

I 03 02 I 38 

75 3,212 4,668 
J -.... 

- - 66 

03 04 27 

04 07 18 

I I I 7 

I 0 I 330 I 1382 

~ 



r 
--c 

Sl. Data in data field Name of Reeional Transport Offices Total ! 
I 

No Angul Bhubaucswar Cuttack Jharsuguda Nabarangpur Rayagada Rourkela Sundarearh 
II. Fitness fee date on 01 I 

Sunday 
12. Acceptance of receipt 421 I ,41 1 1,077 132 15 134 195 364 3,749 

beyond office hour j 

13. Seat capacity of 14 14 1 
passenger vehicles 
exceeding_!Q_O(sayJ I 
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Region -}Jhubanes\\'ar {V ahari 02) .. ·· 

:· .. ·, 

..... , 

.· •...•• · .. · .•·.· · ..•..•.•.•...•••. ·.· .. ·. > .••.•.•••...•••. · ..•• ··•·•• 

· · · ..• ·• .. • ·.··• ·.· .. ·· .•. ·.·· • Annexure-D ·•·· .. · ••.. ·•• •· · ... ·· ... ···•· •••... 

•. Registratl~Jiof.vehicles with invalid lnsurart~e 
· . (Reference mtra No. 3.2.13;5) 

·· .. ,' 



Region - Rourkela (Vahao 14) 

Sl. No Retristration No Purchase date Receipt Date Reeistration Date Insurance from date Insurance to date I 

I. OR I4P7435 27/01/2006 13/06/2007 13/06/2007 27/01 /2006 26/01 /2007 

2. OR14Q3077 31/01/2006 02/ 11/2007 14/1 1/2007 27/02/2006 26/02/2007 

3. OR14Q5730 27/ 12/2007 04/01 /2008 05/01/2008 2711212007 01/0112008 

4. OR14Q6872 25/01 /2008 28/01 /2008 28/0112008 25/01 /2008 27/01 /2008 

5. OR14Q9129 26112/2007 17/03/2008 17/03(2008 26/ 12/2007 25/0l/2008 

6. ORI4R0070 23/03/2007 08/04(2008 08/04/2008 26/03(2007 25/03(2008 

7. ORI4R0483 03/04/2008 16/04/2008 16/04(2008 03/04/2008 08/04/2008 

8. ORI4R0825 21112/2007 22104/2008 23/04/2008 21 / 1212007 21 /03/2008 

9. ORI4R5445 12/06/2008 28/07/2008 29/07/2008 12/06/2008 20/06/2008 

10. ORI4R5590 30/07/2008 02/08/2008 02/08/2008 30/07/2008 3 1/07/2008 

II. ORI4R5591 30/07/2008 02/08/2008 02/08/2008 30/07/2008 0 1/08/2008 

12 OR I4R7853 06110/2007 2 1/08/2008 30/09/2008 06/ 10/2007 26/09/2008 
- ·---- ---------~ --~ - --- ----- -------·-

Region -Cuttack (Vahan OS) 

SI.No Retristration No. Purchase date Receipt Date Registration Date Insurance from date Insurance to date I 

I. OR05 AB 4861 23/07/2006 28/ 12/2007 01/01/2008 23/07/2006 22/07/2007 

2. OR05 AB 9345 09/03/2007 11/03/2008 14/03/2008 09/03/2007 08/03/2008 

3. OR 05 AC 4565 12107/2006 24/05/2008 27/05/2008 12/07/2006 11/07/2007 

4. OR 05 AC 5728 22112/2006 03/06/2008 09/06/2008 22/ 12/2006 21/12/2007 

5. OR 05 AC 6237 21 /04/2006 11/06/2008 30/06/2008 21/04/2006 20/04/2007 
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II. I, 

···.•· 

Aiiiexure-E ·· 
liack~fcontinuitr ofi-egiStration ri~rttbers 

· ·.· · ... (Reference para No~ 3.2:13;6;1): ·.· · . 
-; 

·. ~~gioo-B,h~~an~swal" 

OR02AR•' 
OR02AS 
OR02AT .. 

Region-Cuttack . 

· . .Jlegi(m~Jharsuguda .·. 

. ' . . . . . 

Region~Rourkehl 
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1. I No. ofvehicles remaining in database (tWo: 
wheeler and LMV (private)with expired 
fitness /registration 

2. 

3. 

(i) .. Non-realisation offee for registration 
· · Rs.60 · · · .. 

(ii) . Non-re~lisation offee for conducting 
·.fitness @Rs.lOO 

(iii) 

unrealised 

:A.nnexure-F 
Non fransportvehicles with lapsed registration 

(Reference riaraNo~ 3.2;13.8) 
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