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’Th1s Report for the year ended 31 March 2005 has been prepared for

o submrss1on to the Governor under Artlcle 151(2) of the Const1tut10n

,'The audlt of revenue recelpts of the State Government is conducted under’f -

R Sect1on 16 of the Comptroller and’ Audrtor General’s (Dutles Powers and_

3 Condltlons of Serv1ce) Act 1971 Th1s Report presents the results of aud1t of o

‘_recerpts comprrsmg taxes on sales trade etc state excrse taxes on vehrcles :

" Jand revenue other tax recelpts rmneral concess1on fees and royaltres and R

lother non taxrecerpts ofthe State . 3 I o T .

‘ The cases mentloned 1n th1s Report are among those wh1ch came to notlce 1n o

the course of test’ audlt of records durrng the year 2004 2005 as. well as those7 -

AWthh came to not1ce in earher years but could not be covered in prev1ous

.V_Reports

o






This Report contains 29 paragraphs including two reviews relating to
non/short levy/loss of tax involving Rs 508.13 crore. Some of the major
findings are mentioned below:

I. General

The total receipts of Government of Jharkhand for the year 2004-05 were Rs
6,660.51 crore against Rs 5,637.77 crore during 2003-04. The revenue raised
by the State Government amounted to Rs 3,435.24 crore comprising tax
revenue of Rs 2,382.79 crore and non tax revenue of Rs 1,052.45 crore. The
receipts from Government of India were Rs 3,225.27 crore (State’s share of
divisible Union taxes: Rs 2,366.40 crore and grants in aid: Rs 858.87 crore).
Thus, the State Government could raise only 52 per cent of total revenue.
Taxes on sales, trade etc. (Rs 1,881.53 crore) and non ferrous mining and
metallurgical industries (Rs 937.41 crore) were the major source of tax and
non tax revenue respectively during the year 2004-05.

[Paragraph 1.1, 1.1.1, 1.1.2 and 1.1.3]

The percentage of cost of collection in respect of state excise and stamps and
registration fees during the year 2004-05 was notably higher than the all India
average percentage for the year 2003-04.

[Paragraph 1.4]

Test check of records of commercial taxes, state excise, taxes on vehicles, land
revenue, non ferrous mining and metallurgical industries and other
departmental offices conducted during the year 2004-05 revealed under
assessment/short levy/loss of revenue amounting to Rs 1,100.08 crore in
31,114 cases. During the year 2004-05, the concerned departments accepted
under assessments etc of Rs 417.09 crore involved in 10,559 cases of which
8,884 cases involving Rs 171.36 crore had been pointed out in audit during
2004-05 and the rest in earlier years.

[Paragraph 1.10]

The number of inspection reports and audit observations issued upto
December 2004 but not settled by June 2005 stood at 3,713 and 17,937
respectively involving Rs 2,935.29 crore. In respect of 1,284 inspection
reports issued between 1980-81 and 2002-03, even the first replies have not
been received though these were required to be furnished within one month of
their receipt.

[Paragraph 1.11]
I1. Taxes on sales, trade etc.

Cross verification of data regarding receipt/purchase of goods collected from
Andhra Pradesh, Uttar Pradesh, West Bengal, Delhi, Karnataka, Maharashtra
and Tamil Nadu with the records of 65 dealers in 14 commercial taxes circles
of the State revealed suppression of sales/purchases, use of unauthorised forms
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and the dealers carrying the business without getting themselves registered
with the department resulting in short levy/evasion of tax amounting to Rs
6.77 crore including penalty.

[Paragraph 2.2]

In seven commercial taxes circles, suppression of sales/purchase turnover of
Rs 147.19 crore by 24 dealers resulted in short levy of tax amounting to
Rs 19.07 crore including penalty of Rs 9.12 crore.

[Paragraph 2.3]

In one commercial taxes circle, in the case of two dealers, incorrect allowance
of exemption on account of transit sale without transfer of documents of title
of goods effected during the movement of goods resulted in incorrect
allowance of exemption amounting to Rs 9.41 crore including additional tax
and surcharge.

[Paragraph 2.4]

In one commercial taxes circle, incorrect determination of gross turnover by
the assessing officer in case of a dealer resulted in short levy of tax amounting
to Rs 7.05 crore.

[Paragraph 2.5]

In three commercial taxes circles, in case of six dealers, incorrect allowance of
concessional rate of tax on inter State sales valued at Rs 25.45 crore not
supported by prescribed declaration forms resulted in short levy of tax of
Rs 1.57 crore.

[Paragraph 2.6]
III. State excise

In 12 excise districts, non settlement of 227 retail excise shops and failure of
the department to run them departmentally resulted in loss of revenue of
Rs 24.31 crore.

[Paragraph 3.2]

IV. Taxes on vehicles

A review, Working of Motor Vehicles Department revealed as under:

. Taxes amounting to Rs 22.43 crore from 2,432 defaulter vehicles were
not collected.
° Non/short realisation of trade tax of Rs 90.73 lakh from 45 dealers.

[Paragraph 4.2.9]

. Loss of interest of Rs 2.36 crore due to delay in transfer of revenue by
collecting banks.

[Paragraph 4.2.14]

° Loss of interest of Rs 74.77 lakh due to non initiation of certificate
proceedings.

[Paragraph 4.2.15]

(v)
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¥ Land Revenue

In one revenue district, there was loss of revenue of Rs 178.58 crore in shape
of salami, penal rent and interest during the period from 1999-2000 to
2003-04 due to non renewal of leasehold property.

[Paragraph 5.2]

VI. Other Tax Receipts
A review, Entry of Goods into Local Areas revealed as under:

. Cross verification of records of commercial taxes circles with the data
of scheduled goods collected from outside the State revealed that 58
dealers of scheduled goods were neither registered nor had they paid
entry tax of Rs 23.68 crore on entry of goods into the State.
Department failed to conduct proper market survey to bring them in
tax net.

[Paragraph 6.2.6]

. Cross verification of records of three commercial taxes circles with the
data collected from Office of the Principal Director, Commercial
Audit, Central Excise Department and green road permits issued to the
dealer revealed that three dealers of coal (imported) and iron and steel
neither paid entry tax amounting to Rs 94.70 crore nor was it levied by

the department.
[Paragraph 6.2.7]

@ Two dealers failed to deposit the entry tax due (in form of admitted
tax) on import value of coal (imported), on due dates. Minimum
penalty amounting to Rs 44.70 crore though leviable was not levied.

[Paragraph 6.2.8]

. Government suffered loss of entry tax of Rs 6.09 crore due to delay in
notifying rates of scheduled goods.

[Paragraph 6.2.9]

. Non adherence to the internal control measures resulted in short levy

of tax amounting to Rs 11.45 crore including penalty of Rs 8.59 crore
on suppressed turnover.
[Paragraph 6.2.10]

In the office of District Sub Registrar, Ranchi, additional stamp duty
amounting to Rs 55.69 lakh was not levied on 270 documents valued at Rs
7.96 crore executed during 2002-03 and 2003-04.

[Paragraph 6.3]

In one commercial taxes circle, in case of a licensee, electricity duty was short
levied by Rs 1.48 crore due to application of incorrect rate of duty.
[Paragraph 6.7]
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In one commercial taxes circle, in case of a licensee, penalty amounting to Rs
9.69 crore was not levied for non payment of surcharge on due date.
[Paragraph 6.8]

VII. Mineral Concession, Fees and Royalties

In one district mining office, 2.84 lakh MT deshale reject coal was despatched
between March 1999 and February 2002 without realising royalty of Rs 1.42
crore.

[Paragraph 7.3]

VIII. Other Non Tax Receipts

Non disposal of seized timber/katha in 77 cases during the year 2003-04 in
four forest divisions resulted in blockage of revenue of Rs 35.90 lakh due to
non obtaining of permission from the court.

[Paragraph 8.2]

Non completion of khesras and khatiani etc. required for assessments of water
rates recoverable from beneficiaries, resulted in non raising of demand of
revenue amounting to Rs 16.49 lakh.

[Paragraph 8.4]
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‘The tax and non tax tevenue ralsed by the Govemment of Jharkhand during

.- ~the year 2004- 05, the State's share of divisible Umon taxes and grants in aid
received from Government of India during’ the year and’ the eorrespondmg
figures for the period from 15 November 2000 to 2003-04 are given below:

(Rupees in crore)

[sL

~15.11.2000

No o alaa00r | 2001-02 | - 2002:03° | 2003-04 2004-05
I | Revenue raised by State Government ' o 7
) e Tax revenue 697.10 [ 1,585.48 | 1,750.30 | 1,986.22 | 2,382.79
e Non tax revenue . - 348.59 851.88 987.14 | 1,105.55 | 1,052.45'}
, ' Total 1,045.69 | 2,437.36 | 2,737.44 | 3,091.77 | 343524
| II. | Receipts from Government of India
o o Sute'sshare of divisible | 595 45 | 1,603,109 1,702.52 | 1,979.73 | 2,366.40
‘Union taxes St _ -
e Grants in aid 336.06 | 454.47 | 496.82 | 566.27 858.87
Fotal 91848 |2,057.66 | 2,199.34 | 2,546.00 3,225.27
- Total receipts of the State N : il . : o
' III. | Government 1,964.17 | 4,495.02 | 4,936.78 | 5,637.77 | 6,660.51
L A& I* . SR L ‘ ,
{ IV. | Percentage of I to IIE 53 54 55 55 52

The above table indicates that during 2004-053, the State Government could
raise only 52 per cent of the total revenue receipts (Rs 6,660.51 crore) and 48
- per cent of receipts: were from Government of India. The -contribution of
- revenue raised by the State Government to total revenue receipts decreased by

three per cent as compared to the year 2003-04.

- Heads- “0020-Corporation: Tax”,

~ Duties. on. Commedities and Services”

For- details, please see: Statement No: L1, - Detailed: Accounts of Revenue by Minor Heads
in. the: Finance. Accounts; of the Government for the. year-2004-05.. Figures under the Major
“0021-Faxes. on:Income. other than. €orporation: Tax”,. -
“p028- Other Taxes. on. Income. and Expenditure?, “0032-Taxes. on Wealth”, “0044-
Service Tax”, “0037-Customs”’, 0038-Union: Excise: Duties” and “0045-Other Taxes and.
- Minor Head — “901-Share. of net proceeds
assigned: to; State”™ booked: in the Finance Accounts. under “A-Tax Revenue” have been
excluded: from: “Revenue: raised: by the State” and- included: in. “State’s. share of divisible.
Union; Taxes™ in: this Statement.

@ -
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1.1.1 Grantsinaid

Details of grants in aid received from Government of India are as under:

. ____(Rupees in crore)
Particulars of | 1511200 10 200102 200203 2003-04 2004.05
grants in aid Amount |Percentage| Amount |Percentage ‘Amount Percentage | Amount | Percentage | Amount | Percentage
Non plan 83.04| 24.71| 95.65 21.05] 42.11] 848 90.24 15.94| 85.86] 10.00
Plan . 253.02) 75.29] 358.82] 78.95| 454.71|° 91.52] 476.03 84.06] 773.01] - 90.00
“Total |336.06] 100.00, 454.47/ 100.00; 496.82|  100.00| 566.27| 100.00| 858.87| 100.00
1.1.2 - The details of tax revenue raised during the year 2004-05 along with
the figures for the perlod from 15 November 2000 to 12003-04 are given
below:
(Rupees in crore)
Percentage of
) 15.11.2000 ’ : Lo . increase or
SI. No.| - Head of revenue 1. to 2001-02 2002-03 -- 2003-04 2004-05 decrease in
‘ 31.3.2001 | e ‘ “ | 2004-05 over
i - 2003-04
- 1| Taxes on sales, trade etc. | 58495 | 1,238.70{1,366.14] 1,601.02| 1,881.53 (+) 18
2 | State excise. 3745 | .100.21 98.51 96.49 145.76 (+)51.
3 | Stamps and registration 483 | 63.88| 8287 8175|8659 (+) 6
4 .| Taxes on vehicles 18.27 86.10| 104.91 98.66 130.24 (+) 32
> |Taxes and duties on |- o001 " 5y 18] 3470 3085 3614 )17
electricity , ‘ -
6 |Taxes on goods and - . .
passengers- Tax on entry] 9.18 22.23).  38.65 53.78 78.19) . (H)45
of goods into local area ' ' : , ' '
(7 |Othertaxes and duties on) 50 | 5501 937 670 687 (®) 3
commodities and services ‘ . ‘
8 | Land revenue 3.04 " 998 15.15|  16.97 17.47 ) 3
Total 697.10 | 1,585.48(1,750.30] 1,986.22] 2,382.79]  (+) 20

The reasons for variations in receipts from that of‘ previous yeaf though called
for (May 2005) from the concerned departments have not been received
(January 2006).

@
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==z}

1 1.3 The details of non tax revenue raised during the year 2004-05 aiong
- with the figures for the period from 15 November 2000 to 2003-04 are given

below:

(Rupees in crere)

) . Percentage of
) increase or
15.11.2000 . ) 0
SI. Head of revenue to | 200102 | -2002-03 2003-04 2004-05  decrease in
No S g ) g . . . .2004-05.
31.3.2001 :
) over
. L 2003-04
1 | Non ferrous mining . , .l _ . B '
and metallurgical ] 325.16 709.13 | ,802;72 ‘9.19.94 93741 +)2
industries : i . -
2 Forestry and wild life 481" 1570 | - 22.50 21.74 7 451 . (-) 79
3 | Interest receipts . 0.08 61.06 1 96.08 . 46.65 - 18.63 (=) 60
g | Social security and | a0t g4y 531 | 1402 8.48 ) 40
welfare . N : :
5 ‘Others 17.16 - 63.52 ..60.53 103.20 83.42 - ()19
Total 348.59 851.88 987.14 1,105.55 - 1,052.45 (-) §

The reasons for variations in receipts from that of previous year, though called
for (May 2005) from the concerned departments have not. been recelved
(January 2006). '

The variations between revised ‘estimates and actuals of revenue'receipts for
~ the year 2004-05 and the actual receipts under. the pr1nc1pal heads of revenue
are given below: ’

(Rupees in crof'e)

' o “Variati Percehtage of |
Sl He . " Actual arations |y dation
| No. ead of revenue . Revised estimates receipts increase ) (+) increase
: : : shortfall (-)
. , - (-) decrease
o.  Tax Revenue ‘ _
1 [Taxes on sales, trade etc. . 11,782.47  |1,881.53 '~ 99.06 06
2 [State excise ‘ v 125 145.,'7_6 20.76 17
3 Stamps and registration fees 125 86.59 (-) 3841 ()31
4 [Taxes on vehicles 224.59 13024 | (-)94.35 ()42
5 [Taxes and duties on electricity 59.15 36.14 . (-) 23.01 ()39
6 [Land revenue ; 16.96 17.47 0.51 03
7 [Other taxes and duties on 20.15 687 | (1328 () 66
commodities and.services s }
Taxes on  goods: and : ,
8 |passengers —Tax on entry of] 59.62 78.19 18.57 31
*|goods into local areas : ‘

3)




A dzt Report ( Revenue Recezpts) for the year ended 31 March 2005 :

e Non Tax Revenue ‘

1 Non ferrous mining and : ~ L L :

~ |metallurgical industries 1,010} 93741 (-)72.59 (07
2 [Forestry and wild life 20 4.51 (=) 1549 QN
3 [Interest receipts 89.24 18.63 | (-)70.61 79
4 Social security and welfare 13.69 848 (-)5.21 (-) 38

The reasons for variation between the revised estimates and actual receipts as
reported by the concerned department was as under:

~ Stamp Duty and Registration' Fees: The decrease (31 per cent) was:
attributed to reduction in rate of stamp duty and registration fees.

Infbrmation from other depértments,‘ thOugh,called for in May 2005, has not
been received till January 2006. '

Break up of total- collections at preassessment stage and after regular
assessment of taxes on sales, trade etc., taxes on entry of goods and
passengers, taxes and duties on electricity and other taxes and duties on
commodities and services for the period 2004-05 and the figures of tax for the

period 2002-03 and 2003-04 as furnished by the Department is given below:

(Rupees in crore)

>Amoun.t Amount Penalties »
. ) collected at collected for delay Amount Net Percentage
Head of revenue Year pre after in payment refunded eollectio;l of column
assessment regular of taxes u 3to7
stage assessment | and duties -
1 2 3 4 - 5. 6 _1'7 8
-Taxes on sales, trade etc., 2002-03 | 1,400.06 19.57 " 0.73 6.38 | 1,413.98 99
taxes on entry of goods and ’
passengers, taxes and duties | 2003-04 | 1,655.93 43.46 0.85 14.07 | 1,686.17 98
on electricity and other : ' -
taxes and duties on , , : : o
commodities and services | 2004-05 | 1,999.45 | 2431 1.08 | 22.15 [2,002.73*| 999

It would be seen from above that collection of taxes at preassessment stage
was between 98 and 99.9 per cent during the last three years.

The figures supplied by Department are dlfferent from the Finance Account. Please see
para 1.1.2.

4



, Chapter—l General ,

~ 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 2002-03 to 2004-05 along with the relevant all India average
percentage of expendrture on collectlon to gross collectlon for 2003- 04 were

. as follows
. . SN
L ] (Rupees in crore)
SI.. e ‘ . ' Expendrture Percentage of | All India average
.N. 1. - Head of revenue - Year _*Collection {on collection | expenditire on | percentage for the
0-7- J\ 1 ) o i of‘r_evenue collection  year 2003-64
- . , 2002-03 | 1,366.14 |  12.20 "0.89 ‘ )
1 | Taxes on sales, trade etc. - 2003-04-) 1,601.02 12-2'1 076 , ,_1;1.15 s
I ' .| 2004-05.] 1,881.53 [ 16.29 ‘ O 87, oo
| ] 2002-03-4 10401 | 191 182 |
2 | Taxeson vehicles | 200304 } . .9g66 1.94 197 2.57
| | 2004051 13024 | 232 | . 178
| - | 2002-03 | 98517 531 | 0 539
3| State excise’ - 72003-04 | 9649 | 559 5.79 3.81
2004-05 | 14576 | 575 3.94
| 2002-03 | = 82.87 378 4.56 _ |
4 | Stamps & registration fees| 2003-04 ) 8175 " 3.39 o415 | - 366
o | 200405 8659 . 471. | - 544 ‘

‘The above table 1nd1cates that the percentage of expendrture on collectlon in-

respect of state excise and stamps and reglstratron fees was hlgher than the all
‘ _Indla average

The arrears of revenue. as on 31 March 2005 in respect of some prmcrpal heads
of revenue amounted to Rs 1,741.08 crore of which Rs 1,176.20 crore was’
outstandrng for more than f1ve years as detailed in the following table: .

5)



Audit Report (Revenue Receipis) for the year ended 31 March 2005

(Rupees in crore)

Amount

S| Amount outstanding for
No Heads of revenue outstanding as on| more than five Remarks
31 March 2005 | years as on 31
March 2005

1. | Taxes on sales, | 1,361.37 1,063.82 Out of Rs 1,361.37 crore, demand for Rs 159.89
trade etc. crore was certified for recovery as arrears of land
taxes on entry of revenue. Recovery of Rs 448.34 crore and
goods and Rs 571.56 crore was stayed by Courts and other
passengers, taxes appellate authorities respectively. Recovery of Rs
and duties on 0.11 crore was held up due to rectification / review
electricity and of application. Rs 1.36 crore was held up due to
other taxes and dealers/ party becoming insolvent. Specific action
duties on taken in respect of remaining arrears of Rs 180.11
commodities and crore though called for (May 2005) was not
services® intimated till January 2006.

2. | Non ferrous 234.68** 106.88 Out of Rs 234.68 crore, demand for Rs 121.95 crore
mining and was certified for recovery as arrears of land
metallurgical revenue. Recovery for Rs 78.29 crore and Rs 2.11
industries crore was stayed by Courts and other appellate

authorities respectively. Recovery of Rs 16.07 crore
was held up due to rectification/ review of
applications. Amount of Rs 0.54 crore was held up
due to dealer/ party becoming insolvent. Amount of
Rs (.46 crore was likely to be written off. Specific
action taken in respect of remaining arrears of Rs
15.26 crore, though called for (May 2005) was not
intimated till January 2006.

3. | State excise 1S 18" 5.50 Out of Rs 15.18 crore, demand for Rs 3.66 crore
was certified for recovery as arrears of land
revenue. Recovery of Rs (.66 crore was stayed by
appellate authorities. Amount of Rs 0.11 crore was
held up due to party becoming insolvent. Rs 0.23
crore was likely to be written off. Specific action
taken in respect of arrears of Rs 10.52 crore though
called for (May 2005) was not intimated till January
2006.

4. | Stamps & 1.43 NA Specific action taken in respect of arrears of Rs 1.43

registration fees crore though called for (May 2005) was not
intimated till January 2006.
5. | Land revenue 0.58 NA Specific action taken in respect of arrears of Rs .58

crore though called for (May 2005) was not
intimated till January 2006.

-

furnished by the department.

Er

Separate details of arrears for each head of revenue though called for, have not been

Total arrears of revenue as on 31.3.2005 is shown as Rs 154.83 crore whereas its breakup
reflects 234.68 crore.

*** Figures of Ranchi and Giridih districts are not included in above details. There is a
difference of Rs 4.66 crore between the total arrears of revenue shown and its break up
as furnished by the Department.

(6)
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eI

6 Taxes on vehicles | 127.84* NA Out of Rs 127.84 crore, demand for Rs 2.97 crore

I : -was certified for recovery- as arrears of land
revenue. Specrflc action taken in respect of
remaining arrears of Rs 124.87 crore though called
for in. May. 2005 was not intimated by the
department till January 2006.

Total - 1,741.08 | 1,176.20

~ The position of arrears of revenue, pending collection at the end of 2004-05 in
respect of: other’ departments though called for (May. 2005) has not been
furmshed by Government (January 2006). '

(Rupees in lakh)
Year : No of assessee . . Sales tax revenue Re:sesr;::eser '
2002-03 749,136 - 1,44,453.68** 2.94
2003-04 - 52,315 1,69,938.10 3.25
2004-05 55,388“ L 1,96,923.67 N 3.56

The above table reveals that revenue collection per assessee 1ncreased from
Rs 2. 94 lakh inthe year 2002-03 to Rs 3 56 lakh in 2004 05.

The details of cases pendmg at the begmmng of the year 2004 05 cases
becoming due for assessment during the year, cases disposed of during the
‘year and number of cases pending finalisation at the end of year as furmshed
by the Commerc1al Taxes Department are as follows : '

New cases due Total ' Cases Balance at ’Percentage
Head of revenue: . Op enng for assessment assessments -dlSPOS.Ed _Of' the end of the of Column
- -1-. balance - during due during a . 6104
' 2004-05 2004-05 vear.. 0
1 - : 2 -3 -4 5 6 7 -

Taxes on sales, trade etc., - )
taxes on entry .of goods and” : R ) o : . .
passengers, taxes and duties -on | 39,846 | - 49,313 89,159 48,745 40,414 45
electricity and other taxes and duties : ) ) . AR e C

on commodities and services -

.From the above it.could be seen that pendency‘ in finalisation of assessments
was 45 per cent under various heads of revenue, resultmg in delay in
_ correspondmg realisation of revenue in these cases

*  Above detarls include flgures of nine DTOs only

** The, ﬁgures fumrshed by the Department are dxfferenr from the Fmance Account, Please
see paragraph .12, . L : :
/
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The- details of cases of evasion of tax detected by Commercial Taxes
Department, cases finalised and the demands for additional tax rarsed as
reported by the department are glven below:

) (Rupees in Alakh)
Number of cases.in-which o
: assessment/ investigation | -[umber of
sl C:.SES : d(:tasisd completed and additional ca‘sies-
- >
o Head of revenue. pending as clected | Total demand including pending
No. . on 31 March during : . finalisation
. ) ) penalty etc. raised }
2004 2004-05 "No. of A r asen 31
- 0. 0 mount of | . h 9005
. cases demand
| Taxes on -sales, trade
etc., taxes on entry of
goods and passengers, . o o
taxes and duties on em . .
cs and dubes 53 21 74 | 44 7.22. 30
electricity and other ; : _ -
taxes and: duties on
‘commodities. ~ and
services - : : -
2 State excise .. L Nil 1 Nil Nil 1

It would be seen from the above that the Commercial Taxes Department could
finalise only 44 cases which is 59 per cent of -the total number of cases
pending for settlement during 2004-05 whereas State Excise Department could

~ not settle sohtary pendlng case.

The refund cases pendi‘ng at the. beginning of the year 2004 05, ”c'lai'mrs- :
received: during the year, refunds allowed during the year and cases pending at

the close of the year as reported by the Commercral Taxes Department are
grven below :

"_(Rupees in.crore)

- ) ) " Taxes on sales, trade, etc., taxes on. entry |

Sl ) . | of goods and; passengers, taxes.and duties
"N .t ) Particulars ; on €lectricity-and- other taxes.and duties on.

RO ' i commodities-and:services
- ' ___No.ofeases | Amount

1) Clarms .outstanding; at the. beomnmg of the. year - 1,196* © 1407
2| Claims received during the year - 2300 | T22a7

3 | Refunds made during the year - Soo.30r 22.14. :

4 |- Balance outstandmg at the end of the. year o LIess o 1410 L
T

lefers by ( ) Rs 3. 38 crore. in; ( -) 5. cases from the closing balance. of: Rs 17 45 crore in.
1,20k cases as furnished:earlier-by the. depaltment andishown in: Audit Report 2003:04.

@®




Chapte; —I Gener al

Test check of the records of sales tax, land revenue, state excise, taxes on
-vehicles, stamps and re01strat10n fees, electricity duty, other tax receipts, forest
'recerpts and other non 'tax receipts conducted during the year 2004-05 revealed
underassessment/ short Ievy/loss of revenue amounting to Rs 1,100.08 crore in
31,114 cases. :During ‘the yea1 the concerned departments accepted under
assessments etc., of Rs 417.09 crore involved in 10,559 cases of which 8,884
- cases involving Rs 171.36 crore had been pointed out in audit during 2004-05
~and the rest in earlier years and recovered Rs 0.02 crore at the 1nstance of
audit. : :

This Report contains- 29 paragraphs including two reviews bringing out’
“deficiencies in different aspects of. tax administration and involving a tax/
- revenue effect of Rs 508.13 crore. Of these, the Department/Government
~accepted audit observations involving. Rs 417. 61 crore, out of which Rs 12.96
crore has been recovered upto October 2005 ‘at the instance of audit. Audit
observations with a total revenue effect of Rs 34.82 crore have not been

accepted by the Department/Government Final reply has not been recelved in .

I emalnrng cases

Audlt observatlons on flnancral 1rregu1a11t1es and defects in initial records

- noticed during local audit and not settled on the spot, are communicated to- the
head. of offices and to-the higher departmental authorities through inspection:
' 'repo1ts (Rs) for prompt action. The more important megularrtres are reported.
to the heads - of departments and Government for initiating, 1mmed1ate
'correctrve action. Besides, half yearly reports of such observations outstandm0
for more than six months are forwarded to’ Government to expedrte therr
settlement. ‘ ‘

][Rs 1ssued upto December 2004 drsclosed that 17,937 paragraphs involving "
‘money value of Rs 2, 935.29 crore relating to 3,713 IRs remained outstanding -
at the end of June 2005. Even the first replies, required to- be received within -
one month of the receipt of the IRs, were not received in respect of T 284 IRs
rssued between 1980-81 and 2002 03 | ’

‘Department wise break up of IRs: and audit observatrons outstandrno as:on-
' 30 ]une 2005 is: grven below

©®



Audzt Report ( Revenue Recezpts ) foz the year ended 3 ] March 7005

Position of IRs issued upto - Position of IRs in
December 2004 but not settled at - Year to “respect of which first
Si the end of June 2005 B which reply not received
° | Department Revenue head R . earliest ' Earliest
No. IR P Money value | pending IRs IR year to
SRS varas» (Rs in crore) . relate § which IR
) . v relates
] Revenue Land revenue 1,550 [ 4,558 254.47 - 1980-81 890 1980-81
2 | Finance = | Taxesonsales | o5 | s5715| 76705 | 1982-83 101 | 1982-83
(Commercial | trade etc. ] . .
taxes) Minor taxes 169 284. 42.64 1984-85 50 2001-02
3 | Excise & Stateexcise | 214 | 1,137 - 4149 1985-86 37| 1985-86
Prohibition - o ) .
| Transport Taxes on 215 | 1,973 268.30 1980-81 51| 1980-81
vehicles .
5 _ Non ferrous .
Mines & mining and 349 | 3,149 800.34 1980-81 44 | 1983-84
Geology metallurgical ‘
. industries
6 | Water . . .
‘ Water rates 200 265 182.23 1981-82 19 1981-82
resources ‘
7 Revenue . Stamps and
(Registration | registration 179 372 22.10 1990-91 23 | 2002-03 .
Department) | fees
8 | Forest& Forestreceipts | 342 | 484 |  556.67 1984-85 69 | 1992:03
Environment .
Total 3,713 | 17,937 | 2,935.29 1,284

The above position was brought to the notice of the Chief Secretary to
Government in August 2005 but no reply has been received till January 2006.

‘Unsatisfactory compliance- by the. departments in settlement of audit
observations resulted in increasing trend of audit observations and IRs.:

“The large pendency of IRs due to non receipt of replies indicates that heads of

~ offices and heads of departments have failed to initiate action to rectify the
defects, omissions and irregularities pointed in IRs. It is recommended that
Government should take suitable steps to ensure that effective procedure exists
for prompt and appropriate response to the audit observations, action against
officials/officers failing to send replies to IRs/paras as per the prescribed time
schedule and action to recover loss/outstanding demands in a time bound
manner. :

In order to expedite settlement of outstanding audit observations contained in
the IRs, departmental audit committees are constituted by Government. These
committees- consist of representative of the concerned .administrative
- department and are attended among others by the concerned officers and
officers from office of the Accountant General. To expedite the clearance of
the outstanding observations it is necessary that the audit committees meet
regularly and ensure that final action is taken in all audit observations
outstanding for more than a year, leading to their settlement.-During the year
2004-05, Government departments were requested (April 2004) to hold ‘10
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Chapter I General A

- audit committee meetings, which were held between May . 2004 and January
2005 in which 229 paragraphs mvolvmo Rs 66.45 crore were. settled

~ According to the instructions issued (1966) by Government of Bihar, replies to

draft audit paragraphs are required to be communicated to the Accountant
‘General within six weeks from the date of receipt of the same. Draft
- paragraphs are forwarded to the secretaries drawing their attention to the audit - -

findings requesting them to send their response within six weeks. The fact of
‘non receipt of replies from Government is mdrcated at the end -of each
: paragraph included in the Audit Report , '

-29 paragraphs 1nclud1ng two reviews included in the Report . of the
Comptroller and Auditor General of India for the year ended 31 March-2005
(Revenue Receipts), Government - of Jharkhand- were forwarded to - the

' ‘ Secretaries to Government. Rs 12. 96 crore was recovered . at the instance of

audit in two paragraphs during the year 2004- 05 Replies: in respect of five
paragraphs have been received from_ the Government/Department.

Audit Report paragraphs related to Audit Report 1999- 2000 and 2000 01
(Revenue Receipts) were under dlscussmn and a review meeting in respect of
~ Audit Report 2001-02 was held in the Public Accounts Committee (PAC) of
Jharkhand during 2004-05. Accordingly, the Chref Secretary, Government of
_Jharkhand issued (August 2004) instructions “demi offlcrally to all. the
- departmental secretaries. to constitute PAC (Cells) in each department to
monitor and to ensure early submission of explanatory notes after making a
complete review of the points raised i in the paragraphs.

"PAC Jharkhand presented two reports to the State Legislature on 31 December
2004 related to one para each of Audit Report 1999-2000 and 2000- 01~
; (Revenue Recerpts)

an



[21‘ ~ Results of Audn]

Test check of the records relating to assessments and refunds of sales tax in
Commercial Taxes Department, conducted in audit during the year 2004-05,
revealed under assessment of tax of Rs 100.37 crore in 701 cases which
‘broadly fall-under the following categories: - : :

(Rupees in crore)

I\SX:; Category No. of cases "‘Amount
1 | Non /short levy of tax , 98 6.79
2| Irregular grant of exemption : 171 - 29.25
3 | Non levy of penalty : 32 : 2.29

4 | Irregular allowance of concessional rate of tax 170 21.00
5 | Non/short levy of additional tax/ surcharge ) 37 : 1.74
6 | Application of incorrect rate of tax 38 2.31

"~ 7 | Incorrect determination of gross turnover ’ 25 | 6.87
8 | Non levy of penalty for-excess collection of tax / 05 0.07

mistake in computation )

* 9" | Other cases , 225 30.05

Total 701 100.37

During the year 2004-05, the concerned Department accepted under
assessment, etc. of Rs 49.02 crore involved in 186 cases of which 80 cases
involving Rs 29.04 croré have been pointed out in audit during 2004-05 and
rest in earlier years. Rs 0.02 crore was recovered at the instance of audit.

A few illustrative cases 'involving tax effcct_ of Rs 47.34 crore are given in the
following paragraphs: '

(12)



Chapter II Taxes on Sales Trade etc o

' Under ptov1s1ons of the Central Sales Tax Act, 1956 (CST Act), read W1th the
‘Bihar Finance Act, 1981- (BF Act), as adopted by Government of Jharkhand,
goods are received by .a dealer of Jharkhand from outside the State either on
purchase after payment of tax at the rate of fourper cent by issuing declaration
‘in form ‘C’ or on stock transfer 4rom any place of his business or his agent or,
principal or otherwise, ‘without payment of tax by issuing the declaration in

—form -‘F’ /sale- notes:to substantlate the claim. However .on sale of such Uoods

~tax-is leviablein State at the rate specified under the State law, unless the
goods were specifically exempted from the levy of tax.

Instructions issued in February 1986.and August 1990 by the Commissioner of -
Commercial Taxes (CCT), provide that the purchasmg/ttansferee dealers shall
obtain, from the prescribed authority, declalatlons in form ‘C’.or ‘F’ and issue
the same against’ purchase/receipt of the goods only if the forms are fully filled
in and signed by the dealer, the maximum price of goods are filled in red ink
duly authenticated by the authorised officer, the details of such authenticated
form are recorded in stock register of the prescribed authority showing name,

~address, name of goods, value of goods etc. in relation to transferor .and the
goods are sold and information regarding realisation of tax is noted in the
recnster/assessment 1ecords The- purchasmg/transferee dealer shall retain the
counterfoil .of such f01rn and furnish the detalled account of receipt of 0oods
-against them ‘

CIOSS venflcatlon of data reoardm0 recelpt/purchase of goods collected durlng'
the period from April 2005 to June 2005 from Andhra Pradesh, Uttar Pradesh,
West Bengal, Delhi, Karnataka, Maharashtra and Tamil Nadu with the records -
of 65 dealels/manufacturers in 14 commercial taxes circles* (Clrcles) of
Jharkhand revealed suppression of sales/purchases, use of unautherised form -
‘and dealers carrying the businesses without getting themselves reglstered

~ having a tax effect of Rs 6.77 c1ore 1nclud1ng penalty as’ dlscussed in the
'followmg paragraphs :

2.2.1 Sitppression af sales turnover

‘Under the provisions of BF Act read with CST Act, every registered dealer: '
shall furnish a true and complete return in respect of all transactions, failing
which and if the prescrlbed authority is satisfied that reasonable grounds exist
fo believe that any. turhover of a dealer has escaped assessment, the said
-authority may, within elght years from the date of the order of the assessment .
or reassessment, assess or reassess the amount of tax due from the, dealer in
- respect of such turnover, The dealer shall also. be liable to pay, by way of
penalty, a sum not- exceeding three times but not less than amount equlvalent
to the amount of tax assessed on the tulnover Wthh escaped taxation.- '

Ad1tyapu1 Chalbasa Chakradhaxpur Deoohar G1r1d1h Hazarlbag, Jamshedpu Katras
Palamu, Ranchi South, Ranch1 Special, Ranch1 West,: SmOhbhum and. Tenughat

[
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Audit Report (Revenue Receipts) for the year ended 31 March 2005

Cross verification of assessment records of 29 dealers in eight circles® with
the records of 48 manufacturers/dealers of six States revealed that the dealers
purchased goods valued at Rs 32.21 crore during the period 1999-2000 to
2003-04, against declarations in form ‘C’" or by transfer against declarations in
form ‘F’/sale notes/invoices from manufacturers/selling dealers but accounted
for goods valued at Rs 18.81 crore in their books of account. The assessing
authority while finalising the assessments between October 2000 and March
2005, however, failed to detect the suppression of turnover valued at Rs 13.40
crore which resulted in under assessment of tax amounting to Rs 3.70 crore
including penalty of Rs 2.71 crore.

After this was pointed out, the Department stated in June 2005 that the cases
would be reviewed.

2.2.2 Evasion of tax due to use of unauthorised declaration forms

Cross verification of assessment records in five circles** with the records of
seven manufacturers/dealers of three States revealed that the dealers did not
account for in their books purchases of industrial gases, lubricants, biscuits,
vanaspati and petroleum products amounting to Rs 2.03 crore during the
period from 1999-2000 to 2001-02, assessed between January 2002 and
August 2004. These purchases were made by them against declaration form
*C” which were, not issued by the concerned authority. This resulted in
evasion of tax of Rs 1.05 crore including penalty of Rs 76.49 lakh.

After this was pointed out, the Department stated in June 2005 that the cases
would be reviewed.

2.2.3 Non levy of penalty on escaped turnover before assessment

The BF Act read with CST Act provides that if assessing authority has reason
to believe that a dealer has wilfully concealed any amount of turnover to
deprive Government of tax due, the dealer shall be liable to pay a sum not
exceeding three times but not less than the amount of tax leviable or assessed
on the escaped turnover. By another instruction issued in November 1998, the
department instituted a control measure for monitoring of returns, which inter
alia includes, initiation of penalty proceedings on concealed turnover before
assessment.

. Cross verification of purchase/receipt of goods from eight
manufacturers of Andhra Pradesh and West Bengal revealed that in
Singhbhum and Jamshedpur circles, four dealers reflected the value of goods
received as Rs 23.92 lakh in their books instead of Rs 5.53 crore actually
received by them during 2001-02 and 2002-03. However the department failed
to detect these cases which resulted in short accounting of goods of Rs 5.29
crore and non levy of penalty of Rs 1.30 crore.

Adityapur, Chakradharpur, Deoghar, Giridih, Palamu, Ranchi Special, Ranchi West and
Singhbhum.

**  Adityapur, Chakradharpur, Hazaribag. Jamshedpur and Ranchi South.
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- Chaptel II Ta,\es on Sales Tlade etc

o  Cross verification of ‘purchase/receipt- of goods from four
" manufacturers of West Bengal and Delhi revealed that in three circles™ five
“dealers had received durrng 2001-02 and 2002-03 goods valued at Rs 56 lakh
against declaration forms: ‘C’ ‘which were not issued to them. However ‘the -
department failed to detect these cases which resulted in short accounting of
goods of Rs 56 lakh and non levy of penalty of Rs 25 53 lakh before
- assessment. ,

After this was- po1nted out the Department stated in June 2005 that the cases
would be rev1ewed : -

2.24 Sale to unregistered dealers/ dealers with fictitious -numlbers’
and consequent non levy of tax due to lack of market survey

Under provisions of the BF Act, every dealer, who is an importer, is liable to
pay tax irrespective of the quantum -of his gross turnover. Further, no dealer,
who is liable to pay tax, shall sell or-purchase goods, unless he has been .
granted and is in possession of a valid registration certificate. Failure to apply
for: reg1strat1on may render him liable to pay penalty, in addition to levy of tax,
at the rate of Rs 50 for each day of default or an amount equivalent to the
amount of tax assessed; whichever is less. According to instructions issued in
April 1990 and April 1997, market survey should be conducted in every circle
during the period from Aprrl to June every year to unearth unregistered dealers
for registering them under the Act-and to ascertain whether any class of -
dealers has: escaped llab1l1ty for taxation. :

Cross verification of data of purchases/receipt of goods from 14
manufacturers/dealers of Andhra Pradesh, Delhi, Uttar Pradesh and West
Bengal with the records: of five circles™* revealed that 22 dealers who, had
made purchases from outside the .State were not registered with the
Commercial Taxes Department.. This resulted in turnover of Rs 3.45 crore "
escaping assessment during the period between' 1999-2000 and 2002-03 and
~ consequent evasion of tax. amountmg to Rs 46. 35 lakh mcludm g penalty of Rs
11.81 lakh. : : ' '

After this was pornted out, the Department stated in June 2005 that the matter
would be-examined. : '

. The cases were reported to Government in J une 2005 and d1scussed in October -
2005; reply is awaited (J anuary 2006). : :

* . Katras, Palamu and Ranch1 South

o Cha1basa Chakradharpur, Ranchi Spec1al Smahbhum and Tenuahat
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Under the BF Act read w1th the CST Act 11
.. reason to- beheve that the dealer has concealed -omitted .or farled to. dlsclose.
. wilfully the partrculars of turnover-or has. furnrshed incorrect partlculars of
©."such turnover the said authority. shall assess ‘or: reassess the: amount of tax due:,f

~ from the dealer in respect of such: turnover and’ shall direct the dealer to pay,

“besides the tax assessed: on. escaped turnover;. -penalty not exceeding three

. escaped turnover

he prescrlbed authorrty has :

times. but not: less. than an. amountequrvalent 10 the amount of tax: on the,

In seven c1rcles 1t was notlced from, the assess' ent records assessed betweenf'
~April 2001 .and- July - 2004 and utrhsatron certrfrcates of declaration’ forms*

trading account, annual audrted accounts etc. that 24 dedlers, purchased/sold:..
goods valued at Rs: 656.28 ' crore: durrno the years.. between 1997-98 and’

2001-02. However, the dealers: frled their returns for Rs: -509. 09 crore: only - }7 L

which were: assessed as such by - the assessing: authorrtles “Thus, the. dealers..

) concealed turnover of Rs147.19 ctore: havmg a‘tax effect of Rs 19.07 crore:
. Failure: of the Department to" cross-examine. the documents -of  the dealers; Lo
_avallable with the Department with:the. returns. frled by the dealérs resulted in

S short levy of tax of Rs 19 07 crore. 1nclud1n0 penalty as. detalled below

(Rupees in crore) : R

: A‘ctual sale/

f Total |

| - o Perlod of - ) L ) S Amount
"|: SL.|.-Name of circle- - assessment - : ‘:'Coni-m(’)d'it"'? .o} . purchase - - Amount - e
- No- | Nootdealers Monthl Year of mmocity s Purchase/ sale - concealed. | Penalt"'- .
- ) L assessment - . - : . accounted for R Y
Lo Between 1999-2000 - 5Excavators spare parts of w : R
1 Jamshedpur |, - o &2000:01 - | ‘excavators, scrap; coalitar,. | C85k1LE .- 1'2'1‘ 550 RIS a4 |
~4; _|. BetweenJuly 2002 - anthracine oil, stack; coal; ~#|! 1429:56. T 6.83. ~ 7
B - ©  and July 2003 - |’ software earnings . - ' S :
| RanchiWest: | < 2001202 b s 124 LTI 072 L
21 7 27 Augustang ) THrecharges - NIL 124 066 - 38
September 2003 S IR v
" Lubricant, auto.parts,
o . 1000 _ | miotar. parts, steel-ingots; - - .
s g e Between.l999 2000‘ Zdutomoblles auto ribbber- - | - o
3 Adiyapur - |- . and 200102 .} arts, alizrminum andnon. | . 2102,
31700, | BetweenApril 2001 | Parts aluminumandnon ) - Tyog
ERR W “and Jarie 2004 ‘ferrous hardware, empty. - | S
o : . xbottles _paper, plastics, - s
e - ST : _iron, atta suu malda R
v ~.t| Between 1997:98 |
4 Bokaro. .[' . &2000:01 . gelie’gc"l:'f]a‘lf/ é"’“’der 19.10
2 4. | BefweenJune2001 | - PARMIMAENS; DAPEL, 0 - T4 85
o - and March- 2004 '—proflt.on sale of:assets: . S
R : ) " 2001_02 . REEE PN . 4.,(
5 *“Beteen:Seple September' : Railway-COnCre_te _sl’e‘é'perf . e
C o 5 2003 and; Julyu2004 i - B - E o
6 7 ‘JamUsll:;dlpur—j-’ P 200000 Audiowilve, weldmg rod. 522
o _1‘ . - Tuly2003: © - | spare parts. - : 3
I T 19992000~ | o it — 1 3
.; RanchlISDeClal Septf:nigggo%lz and: -ffstanonery, UJaala (fabrlc st “1.06: - - [k 0:'207.-_: ;
A December2003 ; Whitener): i ) o ’
T T 656:28 vt 7995 4
Total:. 509.09 WRIS- | gy | 1907

&
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P Chapter—ll Taxes on Sales, Trade erc.

The cases- were reported to the Departrnent/Government between June 2004 -
and J: anuary 2005; reply is awaited (Jf anuary 2006) :

e Under provisions of CST Act, claim on account of ‘transit sale is
. exempted from levy of tax, when the sale has been effected by transfer -of
i documents - of title .of goods durmg the movement of goods and such
subsequent sale should also take place during the same movement occasioned
by the previous sale subject to ‘furnishing of declarations C -and EL It has also
been judicially | held* that a transaction between the contractor ‘and «contractee
is a sale within the State, only if, executed in pursuant 10, the contract between -
: the two partles within the same State '

In Bokare crrcle it was noticed in August 2004 that in case of two contractors
-exemption ‘of tax on supply of “electrical and unspec1f1ed :goods valued at
'Rs. 76.99 crore made during the 'period between 1995:96  and- 1997-98,
assessed/reassessed between March 2001 and Novernber 2002, was -allowed
on account ‘of transit' sale under CST Act. The transaction between the
contractor and the contractee executed in pursuant to a contract between them.
~ was a sale within the State in view of the above judicial pronouncement .as no
transfer -of documents -of title -of \goods was -effected :during the movement of
;goods. Thus, incorrect :grant : of exemption resulted in vunderassessment of ¢ tax_
0of Rs9:41 crore including additional tax: and: surcharge :

After this was :pointed ‘out'in .ﬂfune,-and‘.'Sep_tember 2004, the Department stated
©_in‘March and June 2005 that exemption was- correctly allowed. The reply of
“the Department is not tenable :as there was no proof of transfer of documents
of title of goods effected -during the movemert of goods and in the light of .
above judicial proneuncement :the transaction was liable :to :tax :as intra State
sale. Further reply has .enotfbeen received _(Ianuany 2006).

The rnatter ‘was reported to ‘Government in June 2005 reply has not been '
:recerved {(January. 2006) !

e By a '-notiflca‘tlo'n issued in May 1996 under ;provisions .of CST Act,

" ‘Government-allowed exemption from levy ofCST on sale-of finished ‘goads in
‘course -of inter State trade or commerce for a ‘specified petiod provided ithat
~suchitransaction-was not:centrary :to 'the jprovision-of \CST. Act. The-Act: further
‘provides ‘that such sale iis requlred to be supported by declaration forms,
‘otherwise :tax is leviable :at ‘twice ithe rate apphcable in the ‘State in case ‘of
“declared :goods -and in ether -cases at ithe rate’ «of 10 per cent :or at the rate

;apphcable an: the State Whlchever is h1gher

“Initwo. 01rcles Adltyapur and ]Deeghar it was: notlced in ]December 2003 and’
_ December 2004 ithat ‘the :dealers were granted .exemptron from devy - -of tax’on”

* - :Sundaram‘Industries ":Vrs:stateudf‘iTanﬁl':Nadg:(a1;99"2-):>86‘STC;.f554a;'('Mad»).‘

-



ALtdlt Report ( Revenue Recezpts ) fo; the yeai ended 3 ] Ma; ch 2005 _

~inter State sale of finished products valued at Rs 13.34 crore made during
1999-2000 to 2001-02 in three cases assessed between November 2000 and
March 2003. However, the sale was not supporfed by the prescribed
declaration in Form ‘C’ which was in contravention of the provisions of the

- Act. The incorrect allowance of exemption resulted in non levy of tax of
Rs 75.56 lakh. .

This was pointed out between Decémber 2003 and December 2004; the
Department did not furnish any reply (J anuary 2000).

. -The cases v_vere reported to the Go_vernment in June 2005; the Department did
not furnish any reply (January 2006).

Under the BF Act, gross turnover (GTO) for the purpose of levy of sales tax,
in respect of sale of goods means aggregate of sale price received and
receivable by a dealer during any given period. Under the provision of CST
Act, for exemption from levy of tax on sale taking place in course of export
out of the territory of India, the transaction must be supported by prescribed
certificate along with the evidence of export of such goods.

In-Jamshedpur urban circle, it was noticed that in case of a dealer GTO was
incorrectly determined at Rs 5,538.83 crore as against Rs 5,715.10 crore
during 1999-2000, assessed in March 2004. A deduction of Rs 176.27 crore
from GTO for sale in Singapore, from stockyards outside the State and from
stockyard within the State situated in other circles was allowed. Since the
deduction was not covered by export sale claimed by the assessee and sale
from stockyard was not supported by documentary evidence, the deduction
allowed from turnover was 1ncorrect “This resulted in under assessment of tax
of Rs 7.05 crore. :

This was pointed out in September'2004\ and reminded in March and May
2005 , the Department did not furnish any reply (J anuary 2000).

The matter was reported to Government in June 2005 reply has not been
_ recerved (Ja anuary 2006)

° . Under the CST Act on the inter State sale of goods (other than
declared goods) which are not supported by prescrrbed declaration forms; tax
is leviable at the rate. of 10 per cent or at the rate applicable in the State,

whichever is. higher. In case of sale of declared goods not supported: by
declarations in prescribed form, tax is leviable at twice the rate applicable on
sale or purchase of such goods in the concerned State. It has been judicially -

8



Chapter II Taxes on Sales Trade etc

held*® that additional tax and other taxes leviable under the State Act are also
leviable on such inter state sales under the CST Act.

- In three circles, though the sale of goods valued at Rs 25.45 crore made by rsix_

dealers during the assessment years between 1999-2000 and 2001-02, assessed
between' May 2001 -and June 2004, were .not supported by prescribed
declaration forms, tax was either not levied or levied at lower rates. This
resulted in under assessment of tax amounting to Rs 1. 57 crore (mcludmg
additional tax and surcharge) as detailed below: :

: . ) (Rupees in lakh)
- Name of - Period of _ ' N .
SL. circle assessment L . Value of : _Rateiof Tax Tax ’][:a‘x and
== T - Commodity : ) tax . X additional tax
No Number of Month/ Year . -goods L leviable levied .
. . (per cent) . short levied
dealers - of assessment |- )
‘ ~ Between - |- Bodyofbus/ |57 g, 10 | 2718 - 27.18
1999-2000 & truck : . , o
. |- 200102 |%“Rolls special | = - C Cae
1| AN Bereen | castingring | 21130 8 | 169 | 845 845
: April 2003 - belts ] .
- & June 2004 ) : . o : -
Motor 06253 | 1ZHATH | 13000 | 3850 93.50
: - - vehicles SO --8C _ o
Singhbhum |- 1999-2000 | . Blectrical: | oor 0o 5 Ay | oa01 | 7892 15.99
2 2 January 2004 - goods _ i SC -
i ' : . - . Paints 426.24 - 61.52 51.15 10.37
Ranchi East | 1999-2000 | * " , ‘ ' _
3 1 May 2001 - - Battery ' 15.84 10 - ‘ 1.58_ - 1.58 )
Total 2,545.37 |, 334,09 177 02 157 07

After th1s was pomted out between March 2003 and December 2004 the
Department stated that thé cases would be examined. Further reply has not
been recerved g anuary 2006) :

o Under the prov1s1ons of CST Act read w1th the BF Act and Rules |

framed thereunder, no tax shall be-payable on sale or purchase of goods,

which have taKen place in the course of export out of the territory of India-
provided the sales were substantiated by documentary evidence. According to
orders 1ssued by Government in March 1986 and August 1991, for exemption

. from levy of tax on sale taking place in the course of export to Nepal, the

transaction must be supported apart from other evrdence by bills of export
granted by the customs officials of India.

“In Singhbhum circle, it was noticed in September 2004 that in case of a dealer,

who was assessed for 2000-2001 in January 2004, out of total claim of export .
on sale of goods valued at Rs 12.91 crore to Nepal and Bangladesh, exemption
from levy of tax on export salé of Rs 6.45 crore was allowed without any
documentary evidence such as bill of export issued by Indian Customs

. Department etc. Incorrect allowance of exemption resulted in underassessment

of tax of Rs 85 .92,13kh-including additional tax and surcharge.

o
)

*  DCCT Vrs Ayasha Hosiery (1992) 85 STC 196 SC . .-
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After this was pornted out in. September 2004, - the. ]Department stated in
' September 2004 that the cases would be exarmned " S

:The cases were reported to Government in June: 2005 reply has not been

= recerved (January 2006)

“Under the ""CST Act and"the Rules “framed. thereunder; a dealer claiming.
exemption from tax in respect of inter State trade or commerce effected by a
transfer of documents of title of such ‘goods during their movement from one

-state to another, shall furnish to the assessrng authority prescrrbed declaration

within prescribed- time, in support of such subsequent sales. Submission of
declaration form ‘EI’ and ‘C’ is mandatory in case of any subsequent sale -
made in course of movement of goods from one state to another and no
~ exemption shall be allowed if the sales are not supported by the prescribed
~declaration form. It has been Judrcrally held* that - subsequent sales made by a

dealer in course of movement of goods to registered dealer of the same State
were taxable as sale wrthrn the State in absence of declaratron form EI

In Bokaro circle, it was notlced in August and September 2004' that the claim
-made by two dealers of transit sale of goods valued at Rs 12.18 crore was not -
supported by the declaration form-EI for the years from 1996-97 to 1999~
2000. The assessing authority finalised the assessments between February and
- March 2001 and- disallowed the claim of the dealers but tax was levied at the
rate of four per cent on the basis of form C issued by Bokaro circle i.e. within
the same circle instead of 12 per cent considering the sale as intra'State sale
taking -place’ between dealers of the State. Thus levy of tax at concessronal

rates resulted in underassessment of tax amountlng toRs 1. 04 crore

After this was pornted out in August and September 2004, the Department

stated in September 2004 that the dealer effecting sales who'failed to obtain -~ .
' prescrrbed certificate shall be liable to pay tax under CST. The reply is not = = -

tenable as-the dealer is liable to. pay tax at the rate’ 1ev1able in the State in view
of the above Judgment : :

~ The matter was reported to Government in J'une 2005 reply has not been
recerved (Ianuary 2006). -

*

Ramudu Chettiar Vrs State of Madras (1968) 22 STC 283 Madras.
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Chapter-II Taxes on Sales Trade etc :

-Government of Bihar, Finance (Commer01a1 Taxes) ]Department vide -
‘notification on 22 December 1995 under BF Act, (adopted by Jharkhand
Government) allowed exemption from levy of sales tax on sale of raw-
‘materials to-SSI units subject to. subrmss1on of form. ‘Gaa’.

In Jamshedpur urban- cn:cle it was notlced in July 2003 that the assessrng'

- _authorlty whrle flnahsrng assessment for the year 1998- 99 durmg March 2003

- total exemptlon of Rs 68. 03 crore clalmed by the dealer as the same was not
supported by prescribed declaration forms and determined turnover . of
~ Rs 64.85 crore as tax free sale insteéad of Rs 61.69 crore: This resulted’ in
incorrect allowance - of exemption'. of turnover of Rs 3.16 crore and
underassessment of tax of Rs 12.62 lakh. .

After this was pomted out in July 2003 the. Department stated in August 2003
- that the case ‘would be reviewed. Further reply has not been recerved (January
2006). ‘ : '

. The matter was reported. to Government 1n June 2005; reply has not been
received (J: anuary 2006)

Under the provisions of the BF Act sales tax on goods shall be levied .as per
rates prescribed in the Act. The goods not specified are leviable to tax at the
‘rate of eight per cent as-unspecified item. It has been Judlclally held*® that ‘cast

iron castmg does not fall under the def1n1t1on of term ‘iron and steel’ ‘ '

In Dhanbad urban crrcle Ait-was:noticed in October 2004 in case of a dealer
" that on sale of cast iron casting 'valued at Rs 6.87 crore during 1999-2000,

assessed in September 2002, tax was levied at the rate of four per cent,

treating the goods as iron and steel, instead of at the rate of eight per.cent. This
_resulted- in short levy of tax amounting to Rs 41.14 lakh due to
rmsclassrfrcatlon of goods.. ' '

This - was pornted out in October 2004 the Department did not furnish any |
reply (J. anuary 2006) :

The matter was reported to Government in June 2005 reply has not been

. ‘:_ recerved (January 2006).

* Bengal Iron‘Corporation Vrs CTO (1993) 90STC 47(SC)_
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210 Non/short levy of additional tax |

Under the provisions of BF Act, every dealer is required to pay additional tax
at the rate of one per cent (except on liquor) from November 1981 on his gross
turnover. State Government vide notification of December 1995 granted
exemption from levy of sales tax only on sales of manufactured goods by
small scale industries though additional tax was leviable.

In Adityapur circle, it was noticed between October 2003 and December 2004
in case of two dealers that exemption from levy of sales tax on sale of auto
parts and cold drinks valued at Rs 17.31 crore during the period 1999-2000
and 2000-01 assessed in January and June 2004 was allowed but no additional
tax was levied. Further, in case of another dealer, during 1998-99 (assessed in
July 2003) additional tax though leviable on turnover of Rs 8.13 crore was
levied on Rs 1.94 crore. This resulted in non/short levy of additional tax
amounting to Rs 27.84 lakh.

After these were pointed out between December 2003 and December 2004, the
Department stated that the cases would be examined.

The cases were reported to Government in June 2005; reply has not been
received (January 2006).




Test check of the records of the State Excise Department, conducted in audit
during the year 2004-05, revealed cases of under assessments and-losses of
revenue amounting to Rs'39.19 crore in 1,297 cases, which broadly fall under

the following categories:

(Rupees in crore) -

N S:) i » " Category 7 I:;’;;f Amount
1 Non/delayed settlement of excise shops 233 10.39
2 Non realisation of licence fee ~ 63 2.06
3 Undue 'fmanmal benefits due to unauthorlsed 3 E 003
concession L : : 5
4 .| Other cases 998 .. 26.71
Total 1,297 39.19

During the year 2004-05, the Department accépted underassessments etc., .of

Rs 25.87 crore 1nv01ved in 824 cases which had been pointed out in audit
fdurmg 2004 05.

_‘A few 111ustrat1ve cases involving tax effect of Rs 24 06 crore are given in the
followmg paragraphs ' ‘
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Under the Bihar Excise :‘Act (BE Act), 1915 and Rules framed thereunder, if
~excise shops notified by Government to be operated during the year are not
settled through auction at the notified reserved price, the reserved price could
be lowered by the Collector of the district with-the approval of Commissioner.
In the absence of b1dders shops are to be run departmentally in accordance
with the Government of Bihar instructions of June 1995

In 12 excise districts®, 132 coun‘try spirits (CS), 67 spiced country spirits

(SCS) and 28 India made foreign liquor (IMFL) shops remained unsettled
during 2003-04. No efforts were made either to settle the shops, below the

‘reserved price or to run the shops- departmentally as required under the Act/
instructions. This resulted in loss of revenue amounting to Rs 24.31 crore in
the form of licence fee and excise duty leviable on the: reserve prlce and
. minimum :guarantee quota fixed by the Department. :

‘After this was pointed out between May and November 2@04 the
" Superintendent of Excise (SE), Chaibasa stated in May 2004 that proper action
would be taken for settlement of shops in future. In all other cases it was: stated
‘that in spite -of several efforts the shops could not be settled as. no desired
bidders turned up. The reply of the Department is not tenable as in the: absence
‘of bidders no efforts were made either to settle the shops below the reserved
~price or:torun them departmentally »

The -cases ‘were reported to Government in Aprll 2005 reply has ot been
‘received (January 2006).

The BE Act, -provides for sanction of grant for -exclusive privilege to
‘contractor ‘for ‘wholesale :supply ‘of ‘country spirit ‘in sachets ‘to retail licensed
vendors ‘from approved warehouses ‘within ‘specific ‘area. Further, as per
‘conditions, the licences for wholesale supply of ‘country ‘spirit in ‘sachets are to
be renewed dfter payment ofall :previous dues ‘and ‘the excise-office is 'to Keep
‘watch ‘over ‘this. ‘Failure ito-do so will cause cancellation-of licence, forfeiture
‘of 'security ‘deposit-and 1mpos1t10n of ipenalty ‘to ‘the extent of loss sustained by
‘Government ‘and ‘the 'same s ‘to ‘be recovered .as ;public- demand ‘under ‘Public
“Demand Recovery Act, 1914:(PDR ‘Act). :

?Scrutmy :of records of . SE Dumka cum- Jamtara ‘revedled fin’ September 2004

B ‘ithat ‘penalty of Rs 34 79 1akh ‘was 1mposed by the Comrmssroner -of Ex01se ‘

‘Bokaro, Chaibasa, Dhanbad, ‘Pumikascum-Jamtara, ‘Gumila —cum- ‘Simdega- -cum-
‘Liohardaga, (Giridih, ‘Godda, Hazaribag, - Jamshedpur iPalamu- cum—Garhwa -¢um- iL:dtehar,
‘Ranchizand. Sahlbganj ctim-Pakur. -

&
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(CE) on: a Sachctting; contractor. who: was: gfaﬁtéd’? exclusive prifvil’egeﬂ with: the:

. direction: to renew the licence after-realisation: of the penalty. However, the

licence for wholesale Supply ‘of country spirit for the year 2003-04 was.
renewed: for Pumka, and. Jamtara. districts. in. April: 2003: without realisation of
-penalty. This: resulted: in: irregular renewal: of licence: without: realisation. of
penalty amounting: to: Rs 34.79 lakh.

The matter was- pomtedi: out: to. Depaft'merit/,@memment% in: September 2004:
‘and’ Aprik 2005; reply. hés:notz been received: (January 2006): '




Test check of the records of the Transport Department during the year
2004-05, revealed non /short levy of motor vehicles tax, fees, penalties, fines
- etc. amounting to Rs 37.59 crore in 14 509 cases, which broadly fall under the
followmg categories: :

'(Rupecs in crore)

No. Category. o No. of cases Amount
1 Non/short levy of taxes - 11,620 0.11
2 Short levy of taxes due to wrong f1xat10n of seatmg 04 - _ 0.01

. capacity/ RLW ] .
.3 Other cases . ‘ 2,884 - 10.28
4 Review on “Working of Motor Vehlcles Department” . 01 "27.19
Total - 14,569 | 3759

-During the year 2004-05 the corncerned Department accepted under
assessment and other irregularities in 896 cases involving Rs 0.90 crore of
which 422 cases involving Rs 0.85 crore were pointed out in audit during
- 2004-05 and rest in earlier years.

A Revnew on Wor]kmg of Motor Vehncles Department 1nvolvmg Rs 217. 19‘
crore is given in the followmg paragraph '
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 Highlights

o 4°2.,1, Tnztmducﬁon i

-

o Motor Vehlcles ]Department was estabhshed in; 1972 73 in the State (erstwhlle

- Bibar State) under the provisions of the Motor Vehicles Act, 1939, replaced by
the Motor Vehlcles Act, 1988, (MV Act) The levy and collection of tax and
- fee in the State is govemed by. Bihar Motor Vehicles Taxation (BMVT), Act,
1994, and. Rules made thereunder . and Bihar Motor Vehicles (BMV) Rules,
1992. The national permit scheme was introduced by Government of India in

September 1975 under the. provisions of MV Act, with a'view to promote
" nation wide smooth operat1on of goods carrrage by roads. On creation of State
* of Tharkhand with effect from 15 November 2000, the existing Acts, Rules and

‘executive 1nstructrons of the State of Brhar ‘were adopted by. the State of
-J harkhand - - :

4.2.2 Organisati(mal set up

At the’ apex level the State Transport Comnnss1or1er (STC) Tharkhand is
" responsible for administration of the Acts and Rules in the State. He is assisted
* by a Joint Transport Commrss1oner at the headquarters The state has been
~ divided into.four regions* and 18. transport districts, which are controlled by _
- State Transport Authority. (STA) in-the state, Regional Transport Authorities
(RTAs) and District Transport Officers. They are assisted by motor vehicles
inspectors (MVIs) who' are authorised to mspect the vehicles and also issue -
' certlfrcates of fltness to transport vehicles. .- .

* Dumka,v Hazaribag, Palamu and Ranchi. - -

: }':(2-'7) | |
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4.2.3 A:udit Objectives

A review on the working of Transport Department was conducted ‘with a view
to -ascertain whether:

© -the provisions -of laws and. rales and departmental instructions - 'were
-enforced to safeguard the revenue: of Government

- internal ‘control measures ‘as imentioned in the Act and Rules wefe being
fo’llowed -

4.24 Scope of audit

With a view to ascertain the efficiency and effectiveness of the Transport

‘Department in -ensuring levy/collection ‘of the tax/fee in accordance with the
provisions of the Act/Rules, a test check of relevant records of STC office,
* Ranchi, two* out of foar RTAs and 10** out of 18 District Transport Offices
(DTO) for the years 1999- 2000 to 2003-04 was conducted between ‘October
2004 and April 2005. The cases which came to notice in five DTO*** in audit
during the year are ‘also incorporated in this repot.

4.2.5  Internal control
e Departmental Manual

Tn order to keep a watch on vatious aspects of functioning of Mototr Vehicles

' Department ‘in implementing the Acts/Rules and orders in respect of

registration of vehicles, levy and collection of taxes and fees etc, it is essential

~to ‘have a manual in the Transport Department as an internal control. It ‘was,

however, noticed in audit that no manual has been prescribed in the

Department. In the absence of any manual in the Department, the control
which was required to be exerc1sed and its efflcacy could not be exarmned by

audit. :

Non maintenance of registers
o Non maintenance of demand, collection and balance register

- Under the provisions of the BMVT Rules every taxation offlcer is-required to
maintain the demand, collection and balance (DCB) register in Form N in

“order to keep effective control over the regular and timely realisation of taxes
which shall be updated every year as on 1.October and 31 March.

© ok

Hazarlbag and Ranchi.

. ** Bokaro, Chaibasa, Chatra, Garhwa, Gmdlh Gumla, Jamshedpur, Koderma Palamu and
Ranchi.

*** Deoghar, Dhanbad, Dumka, Hazarlbag and Lohardaga. .
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In 13 DTOs*, it-Wwas noticed that ho DCB Register was maintainied. This
shows that there s fio effective cotitrol ‘o the taxes due forcollection, actually
collected @nd ‘balance. Consequently, DTOs ‘did not have details ‘of ‘the ‘exact
"-nurnber of defaultrng Vehlcles the -amount of -arrears to be collected and the
year wise break up of: arrears ' : :

- After this 'wasgpo'i-ntéd ott, "'Go’_ve‘rinrne'nt stated in ‘October 2005 that district
“tranisport officers have been inistructed to maintain the register.

e ,}Nohfaomp’le‘tibn -=ofétaxa}tion5“r'eg:is“ter-\.

Under the prov1s1ons ‘of the BMVT Rules ‘every tax1ng officer shall fnaintain a
taxation reglster for ‘each transport vehicle plying in the state in Form M. Each
vehicle will have a separate page earmarked for it.and entries relatlng to

~‘payment of ‘tax, exemptron 1 refund of taxes, if any, are made in the reg1ster
STC Bihat ‘directed all DTOs 1n March 2000 to update the taxatlon register
‘within a week o

In seven DTOs™* and STC Jharkhand it ‘was noticed that update entrres
'regardmg payment of taxes have not been made 1n the taxatlon reglsters 1n

regardmg payment of taxes by transport vehlcles could not be ascertamed

After this was pornted out, Government stateéd in October 2005 ‘that d1strrct'
transport offrcers have been instructed to marntarn the reg1ster

L Non mamtenance of bank z‘lfaﬁ ‘i‘égi'sté’i‘

_ As per the Bihar F1nanc1al Rules, all transactlons must be. brought o account
without ‘delay and should be ¢redited to pubhc aceoutit. A bank draft register
containing receipt of bank drafts, permit numbers, numbet and daté of bank
draft, amount, perlod ‘and name of state is requrred to be rnamtamed

dn STA Iharkhan'd it 'was noticed that 1o b'a'nk d'raft register Was maintained
showing the nimber of permit, date of receipt-of bank drafts, amount, name of

- State from where bank diafts weré received alongw1th date of theit d1sposal
In absence of this, the number of drafts teceived and actually deposited in
banks ‘¢ould not be aséertained. This.iridicated 4 total lack of 1ntemal control
relafing to receipt and depos1t of bank drafts.

After this - was p01nted otit; STC stated thiat the above reg1ster would be

L rnamtamed in future.

*  Bokaro, Chatra Cha1basa Dhanbad, Garhwa, Giridih, Gumla Hazar1bag, Jamshedpur .
Kodetma, Lohatdaga, Palamu and Ranchi.
** Bokaro, Dhanbad, Giridih, Hazaribag, Jamshedpur, Palamu and Ranch1
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LI Intemal audit'

-Internal audit is generally deflned as control of all controls to- enable an
' organisation to assure 1tse1f that the prescribed systems - -are funct10n1ng
reasonably well. The audit wing of the Finance Department - Works as an
" internal auditor of all departments of the State Government 1ncludmg ‘the
Transport Department annually. The Finance Department in May- 1960
directed that the internal audit parties are required to audit cases of levy and
_collection of motor vehicles tax including scrutiny of taxation registers, issue
. of demand notices and accounting of tax collected upto verification of deposit
. of the amount with treasury records for credlt to the Consolidated Fund -of the
State ' :

~ Test check of records of 10 DTOs*, revealed that internal audit of the receipts
- of motor vehicles taxes was not conducted in any of these- offlces dur1n0 the
years from 2000 01 to 2003- 04

The total absence of internal audit system in the department resulted in the
management remaining unaware. of the areas of malfunctioning of the systems
and did not, therefore, have any opportunity of taking remedial action.-,

) Non reconciliation of figures

- As per the Bihar Financial Rules, it is the duty of the controlling officer to see

that all sums due to the Government are promptly assessed, realised and

credited to Government account. In order to ensure that amount credited to
‘Govemment account has been properly accounted for, reconciliation between

departmental figures and those booked in the Accountant General (A&E)
. ofﬁce is requrred to be done regularly

From 1nformat10n furnlshed by the STC, Jharkhand, Ranch1 1t was noticed that
there was discrepancy of Rs-64.48 crore between the. figures of revenue
~ " collection reported to Finance Department by the department and those shown'
in the Finance Accounts - of Government of Jharkhand from 2000- 01 to
’2003 04 as detailed below:

. The department farled to reconcﬂe the drscrepancy durmg 2000 01 to 2003-04.

(Ru

- . ees in crore) -
‘ Departmental " Figure as per .

Year . figure - Finance Accounts | Diierence
15.11.2000 to L '
31.3.2001 | 29}.761 18.27 (-)11.34
2001-02 97.11 86.10 (=) 11:01
2002-03 116.12 104.91 (-)11.21 -
2003-04 129.58 98.66 (-) 30.92
Total (-) 64.48

&

Bokaro, Chalbasa Chatra, Gumla, Garhwa Gmdrh Koderma Jamshedpur Palamu and

Ranchl
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i Chapter-IV Taxes on Vehzcles

After this was pomted out STC Jharkhand stated in Apr11 2005 that the work-

- of reconciliation would be- entrusted to some responsible officers. STC further
~ stated in October 2005 that since a huge. amount was 1nvolved ‘the matter was
' be1ng 1nvest1gated at Government level. :

o Non furmshmg of mformatwn by RO

The PDR Act read w1th Rules made thereunder and the Board’s 1nstruct1ons
provide for furnishing by requisitioning officer (RO) correct addresses: of
defaulting vehicles owners against whom’ cert1f1cates are to be enforced by the

'cert1ﬁcate off1cer (CO)to enable h1m to institute certlﬁcate cases.

_ Test check of records of three ROs revealed that the COs had asked for certain

details such as present addresses the name of successors of defaulters and -

- details of properties of these debtors etc. from the concerned ROs in respect of
133 cases 1nvolv1ng Rs 73. 92 lakh dunng the perlod from ]anuary 2001 to

-] anuary 2005

. . . i o .(]Rupees in lakh')T‘
SL vy L Period during which information = ) n -

" No. Name o_fBOS ‘. sought for by COs.- . Number ~ Amount

1. Hazaribagh = January 2001 & January 2004 19 15.49

12 Jamshedpur | January 2004 & January 2005 6 18.59 |

13. Palamu ...~ | December 2002 & January 2003 108 .- | 39.84

R ' ' Total ' : ‘ ]1.33 - 7392

The mformatlon called for . by COs was ‘ot supphed by ROs. As such

certificate proceedmgs could not be initiated:: Th1s resulted in blockage of

) v_revenue of Rs 73. 92 lakh

 After th1s was pomted out the ROs Hazarrbagh and J amshedpur stated that the
‘requisite information would be sent to the COs. RO Palamu stated in’ ‘March -~

2005 that _comphance had been sent to CO in January 2003 Howeyver, it was

noticed from the records of RO that relevant information was not furnished to .

the CO. Government stated in October 2005 that ROs have been mstructed to
1n1t1ate prompt actron o

é_ Irregu’lar dispoS‘a’l of certiﬁcate cases L -

The RO and CO are Jo1ntly respons1ble for t1mely d1sposal of certlflcate cases
and to bnng to each other s notice any undue delay

In the office of DTO East Slnghbhum Jamshedpur it was not1ced in Aprll a

12005 that 302 cases involving'tax of Rs 1.44 crore where: requisitions were

sent to CO were shown as d1sposed of dunng 2000 Ol to 2003 04 as shown, '

under .
: ) - . - (Rupees in crore)
Year - No. of certificate cases disposed of Amount mvolved
2000-01 ) 61 - 0.16
2001-02 .. I8 a 0.73
2'2002-03 7 .. .55 L 0.09
2003-04 - | - : 68 o 046
Total - - . . - 302 ‘ - 144 7




No. entry was recorded n Regrster IX by RO in support of the d1sposa1 of
certificate cases. Moreover, no. information. regardmg mode of Tecovery of
‘these cases was received; from €O amshedpur ,

Thus, there was. an. 1rregu1ar drsposal of certificate cases 1nvolv1ng tax dues of =
Rs. 144 crore. without proper ‘entry in; Regrster IX as. well as without any:
mforma,tl_on. from CO.J ams_he_dpur whether the recovery. was made by-him.

 After-this was pointed: out, the district transport officer. Jamshedpur stated that,
necessary. information. would: be- obtained: from CO. The. STC instructed: the:
district transport ofﬁcer in October 2005 to: 1n1t1ate prompt action. 1n the-
matter - : :

K
fe

e Belay i'i% -"entpyofcases- in Régister--X '

Under the. FEBDR Act, on. recerpt of any requlsltlon from: RO; 1f the- CO is.
satlsﬁed that demand:is.recoverable and; that recovery. is not: barred: by law, he
_may 51gn a, certlfrcate and shall: cause the: certlﬁcate to: be: ﬁled in. hlS office:

In: the office- of- CO; Palamu, Daltonganj, it: was: noticed: that 52 certlflcate-»
requ1srtrons involving: Rs: 1.47 crore received: from: RO; Palamu: between:
October, 2001: and:January, 2002: were-entered: in: Register: X by. CO: durmg the:
year-2004:05: resulting: in. delay in: 1n1tlat1ng certrﬁcate proceedrngs for more
than two-years. :

After this: was pomted out, the district;transport. ofﬁcer Palamu;stated- in: March-
2005 that the matter. would:be taken up.with: CO: STC in.October. 2005 further
1nstructed the; DTQ:to initiate: prompt actionin; the matter.

@ Dzscrepancy between the: ﬁgures of Reglster IXand:X:

As-per. the Board of Revenue s-instruction issued'under. the: PDR Act, RO 1S
requlred to: maintain, Register. IX; in-respect: ofi requisition: issued; to- C@: for-
instituting certificate proceedmgs On receipt.of requisition from-RO the CQis.

- required:to check. the-requisition. and information; if: any, required;to- be called
foris.obtained from RQOs.and thereafter enter-the-requisition.in-Register: X. In-
order. to have. proper: check. over: these - two. registers: and: to: ensure- that:
' requisitions: are: promptly attendedto; Register. IX; of RO+is: to-be: comparedé
every month w1th Regrster X of CO: - : :

In elght ROS and COs, it was.noticed: that there was:a dlscrepancy between the;
ﬁgures of Reglster IX and Reglster X on31 March 2004 as detailed below
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(Rupees in crore)

' . f ~ Register X Register X i Difference -

Nameof RO and | ' ’ Ameﬁht 1 No.of |. Amount i No. of Amount

<C0 No. of cases . ) - . | . i .

! v involved cases involved | .cases | - involved -
Y Gmdlh 1,331 198 345 Y - 0.64 0986 | 1.34
1 2. Chaibasa 1,433 . 347 600 | - 162 824 | 1.55

{ 3. Lohardaga 60 019 | 58 020 | 2 <) 0.01 -
{ 4. Ranchi | 4,184 ! 3376 | 4183 { 33.71 | 1 005
['5. Dhanbad- - | . 3,564 - 15.99. 3,553 15.73 | 41--1 . 026
| 6: Bokaro - - -} --2;398 -] - 9.5 1,670 | 3.62 | 728 . - 6.3
| 7. Palamu 269 {249 | 225 1. - 0.79 . 44 . 1.406
‘| 8. Jamshedpur | - 2,109 21009 |- 1,760 8.89 -] 349 120
3 Total ) '15,’34'8 | 7712 1'2,403'; 6520 4 2,945 ! '11.‘92

" “The a‘bove facts clearly mdlcate_that there “‘was a discrepancy of 2945
. cemflcate cases. 1nvol- ng: Rsll 92 rore. ’between bot‘h ‘t‘he remsters

i

After- tlns was pomted out, the conoemad R\Os stajt(ad that ltlne ma‘ntezr wmﬂﬁi be:
taken up with the CQOs. STC stated in October 2005 xt;lmt DTOs have been
mstructed to initiate prompt action in the matter. '

4.2.6 Trend of revenue '

The budoet estimates of Transport Departmem zmd acnual collecnon for rhe

last ﬁve years is given below

((Rupeesiincrore)

i 'X?ear ' ‘ Budget estimates ‘ . Actudls . S;:G;;aﬂé))/ ‘ei‘g;;},;gizfsl:om ,
| 2000-01 17793 22398 (H) 4625 | i(=+).26

| 2001-02 140.00 8610 . (3390 )39

| 2602-03 18275 CEe491 | () T84 )39

| 260304 1 19000 L9866 1| (-)9ilL34 L )48 ;

| 2004:05 - - 22459 (9435 i, @42

.- 13024 g

‘The gp'OS’iftii.Gn for the year 200001 also inclides the budget estimates and
“actuals of erstwhile state of Bihar upto 14 Nowvember 2000. The shortfall iin
revenue duning the yeaLs 2001-02 sto 200405 ranged between 39 o 48 per
«cent. n mone of the years target was aclneved by the deparj;ment after the
creanon of Jharkhand State. ‘ : -

Affter thls ‘was pomted saut, STC JhaLkhand stated in May 2005 'that itaty @xets
—werefixed by the Fmance Department wnhout consultatwn witth the Transport
Department. It ‘was a]sg added that the taroets «C®u1d not be ,achleved due to
shortage «of staff in the fdepzu tment. :

42.7 ;Pi'o.fitiau <Qf;a1:1§ea1$
The :anrears. fo)‘f revenue pending cdllection at 1the end rof 31 Ma1 oh 20@)4 as

reported by fhe Depattment was Rs 136 54 crore, out :of which certificate
proceadings ©f Rs L0 64\01 rore fin 21 481 cases thad been iinifiated.
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Audzt Repon‘ (Revenue Recezprs) fo; the year ended ?] Maich 2005

T

(Rupees in crore)

Year

) Amount.
1999-2000 117.00" .
2000-01 ' 121.67
2001-02 - 127.97.
2002-03 132.36
2003 04" . 136. 54 :

Tt would be seen that amount of arrears has 1ncreased from Rs 117 crore in .
1999-2000 to Rs 136.54 crore as on 31 March 2004 which is 17 per cent. The -
year wise posmon of cert1f1ed arreals was not furnished by the STC '

4,2.8 Deficiency in pursuance of cemﬁe(l arrears

Under the BMVT Act, arrears of motor Velncle tax shall be recoverable as
arrears of land revenue under Public Demands Recovery Act, 1914 (PDR Act)
which stipulates that the CO on receipt of requisition in p1esc11bed form from
the RO after being satisfied that the demand is recoverable shall cause the
_certiﬁcate-to be filed in his office. The Act also empowers him to cancel such
-certificates if he finds that the RO is not reasonably diligent in pursuing cases.
As per instructions issued by the Board of Revenue, the RO is primarily -
responsible- for systematic apphcatlon of . certificate, prompt -disposal of
* objections, if raised by CO. The RO and CO are jointly responsible for timely
disposal of certificate cases and bound to br1ng to each othe1 S notice any
undue delay. : :

- The posmon of certlfled arrears in respect of 10 DTOs as collected by audlt
is indicated below : : ,

(Amount in crore)

v » B S . ' Percentage
Y Opening balance .~ Addition Total - Disposal Balance of disposal
ear - : - o : " of amount
‘ No. | Amount | No. | Amount No. | Amount No. | -Amount No.. | Amount | Col.5to4
1 2 3 : 4 - S5 6 ) 7
2000-01 13,431 | = 61.70 - - 13,431 61.70.1 62 0.16 . 13,369 | 61.54 0.26
2001-02 12,888 63.05 4 0.03 12,892 63.08 | 194 1.55 12,698 .| 61.53 245
2002-03 12,736 63.13 | 17 3.06 | ‘12,753 66.19- 81 0.19 12,672 | 66.00 0.29
2003-04 12,678 | .66.00 | 36 0.17 12,714 6617 | 76 1. 052 12,638 | 65.65 0.78
Total 57 |- 3.26 - 413 2.42 ‘ o

12,638 ce1t1f1cate cases- 1nvolv1no an. amount of Rs 65. 65 “crore remained .
~unsettled till March 2004. Only 413 certificate cases involving Rs 2.42 crore
could be settled during-the period from 2000-01 to 2003-04 which ranged
between 0.26 to 2.45 per cent of the total amount of cert1f1ed arrears: It would
be seen that there was discrepancy in number of cases and amount between
closing balance and opening balance in all the years which was not. 1econ011ed

After this was pointed out, the concerned district transpo'rt officers stated
between November 2004 -and April 2005 that matter wouldbe'. taken up with

* Bokaro, Chalbasa Chatra Galhwa Gllldlh Gumla Jamshedpur Kodenna Palamu and

Ranchi.-
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Chaptel ¥4 V Taxes on Vehlcles :

the. COs for. eariy- dis‘p‘osa] of ca’s,‘es. T.he STC stated in ‘October,2'005 that
district transport officers have been instructed to initiate action promptly.

4.2.9 Nfo;'n',mising of?de_inand for-collectiozi of taxes

o ]Lack of contfol 'oVer collettiOn -of ta'x'es |

" Under the prov1s1ons of the BMVT Act, tax is to be pald to the taxing off1ce1
-in whose: Jurlsdlcuon the vehicle has been 1eg1steted In case of change of
re51dence/bu51ness ‘the owner of vehicle can. pay tax to the new ‘taxation
~officer subject to productlon of “no objectlon certlflcate” (NOC) from the
previous taxing officer. Taxes in. respect of a motor vehicle are payable ‘within
15 days f1om commencement of the quarter or year as the case may be Non -
payment of tax in time attracts penalty at the rates prescribed dependln0 upon
. period of ‘delay. If the:delay exceeds 90 days, penalty at twice the amount of
“tax due is leviable. District transport offlcels are required .to issue demand
notices. agalnst the - defaulter and initiate - ce1t1flcate proceedings . where

Tnecessary under PDR Act. The Chief Sec1etary, Blhar in March 1999 and:

- October 2000 dnected all the depaltments to- ensure payments. of tax dues on -

‘ vehlcles of Government/pubhc sector under takmgs and cor po1 ations.

“In 15 DTOs it was noticed that in cases of 1 843 “motor vehlcles the
"owners/Govel nment departments, public sector unde1takmos and c01porat10ns
- had stopped payment of taxes during the per1od f1om 2000-01 to 2004-05 and
the concerned district transport offlcels failed to issue any demand notices on
“the defaulters. This resulted in non levy of tax of Rs . 14 crore. Be31des
penalty of Rs 14. 30 crore was also’ 1ev1ab1e :

After thlS was- pomted out in June 2005, Govemment stated in October 2005
. that district tlanSp01t officers. have been 1nstructed to 1ssue demand notices
’ acamst the defaulters. ‘ ‘

@_' . Non levy of taxes agamst trallms ‘
- Under the BMVT Act and’ Rules made theteundet ownels of t1a1101 are
requued to pay 1oad tax and add1t10nal motor velncles tax at the tates _

‘ 'aorlcultural ploduce shall not be deemed to be used solely fm the pulposes of ,
e aorlculture ' . L ‘

n 15 DTOs“" it-was notlced that the owners, of 589 t1a1lors stopped payment

- .of road tax and additional motor vehicles tax during the period from 2000-01
- and 2004- 05 in the offices where they wete orlglnally 1e01ste1ed The

' Department did not 1alse any- demand agalnst the-defaulters. This 1esulted in -

*  Bokaro ‘Chatra, Chaibasa, Deoghar, Dhanbad, Dumka, Garhwa, Glrldlh Gumla,
Hazaribag, Jamshedpur Koderma,, Lohardaga Paldmu and Ranchi. T
> Bokaxo‘Chana Chaibasa, Deoghar; Dhanbad; ‘Dumka, G"uhwa thidih,\gGum]a-,
Hazaribag, Jaxnshedpiti'P‘Kodervma,,Lohal"daga, Palamu'and Ranchiy = .. S

1
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-Altdtl’ Report ( Revenue Recerpts ) for rhe year ended 3 ] March 2005 .

non-levy of tax of Rs 33 11 lakh Besrdes penalty of Rs 66 21 lakh was also
~leviable.

After thlS was pomted out in June 2005 Govemment stated in Octobet 2005
that district. ttansport offtcers have been msttucted to 1ssue demand notlces

o aoatnst the defaulters

e Non/short levy of trade tax agamst dealers

ct '-L-"tax at the 1ate of Rs 400 Rs 500 and Rs 600 pe1 yea1'~

"b.f‘per seven vehicles, dependmo on the class -of vehicles, shall be paid bya ’

manufacturer or a dealer in motor vehicles in respect of motor: vehicles in his’
possession in the course of his business as a manufacturer or dealer under. the
'trade certlﬁcate granted unde1 Central Motor Vehtcles (CMV) Rules 1989

: fIn 11 DTOs it was notlced between July 2004 and Aprll 2005 that in the case

of 45 dealers trade tax:was- either not ‘paid-or pard short-in- respect”of- motor'_' '

,""vehlcles in their possession during the course ‘of their busmess pertamln0 to
the period from 1999-2000 to 2003- 04 This.resulted in non levy of trade tax

- amounting to Rs 58. 83 lakh Besrdes penalty of Rs 31. 90 lakh was, also )

’ "levrable

Aftet thrs was pomted out in June 2005 Government stated in October 2005_
that district transport officers have been 1nst1ucted to 1ssue demand notlces
, agamst the defaulters - ' ‘ :

e . - Non IeVy of tax against surr'ender of 'vfehicles

Unde1 the BMVT Act- and Rules made thereunder when the owner of a mot01
vehicle does not intend to use his vehicle for a certain period not exceeding six’
‘months at a time, he can be exempted from’ payment of tax by the competent
~authority prov1ded his claim for exemption is supported by the required
~documents such as certrﬁcate of registration; fltness certificate and tax token.

" He shall also, from time:to time, furnish an undertakmo to. the concemed :
' taxatton ofﬁcer of the extensmn if any, of the said peuod '

j ln Six- DTOs"""‘", it was not1ced that 35 velncles were- sunendered between.
“April 1999 and March 2004 but after the expiry - of. surrende1 ed period, neither
“the vehicle owners applied for extension of surrender nor any action was. taken
by the taxing officer to cancel the sur1 ender and levy the tax accordingly.’ ‘This
'.1esulted in non levy of tax amountmo to Rs 35. 63 lakh mcludmg penalty

“After tlns was pomted out, Govemment stated in’ Octobe1 2005 that d1st11ct
V,ttanspmt ofﬁcers have been 1nst1ucted to’ 1ssue demand nottces against the
vdefaulters :

-

Chatbasa, Deoohar Dhanbad Dumka Garhwa Gn1d1h Gumla Hazarlbag, Jamshedpm
Koderma and Ranchi.

. Chaibasa, Garhwa Gmdlh Gum]a Jamshedpul and Palamu.

- 36)



R Chaprei —IV'Taxes on: Velucles

=

o." - Non levy of additional motor vehicles tax- = -~

Under the BMVT Act, additional motor vehicles tax in lieu of passenger and

- goods tax is payable by registered owners or persons having possession or
‘control of public service motor vehicles or “transport vehicles at the rate
‘specified in'the Act by all owners of transport vehicles irrespeetive of whether
the vehicles are public or private: transport vehicles.

Durin0 the course of audit of five DTOs , it was noticed that additional motor
~;:.,vehrcles taxin‘respect.of 158 vehicles during the period between August 1999
“-and March 2005 amounting to Rs 33.05 lakh including penalty was not lev1ed

- No action was taken. by the Depar tment to levy the same

After this was pomted out Government stated in October 2005 .that district’
- transport officers have been instructed to. issue demand notices aoalnst the
defaulters. '

4210 "L.o'ssv Ofrevemr‘e‘

By notrflcatlons issued on 28. March 2001 and 31 May 2002 Government of
* India enhanced the rates of fee in respect of driving licence, registration of
vehicles, issue of certrfrcate of fitness and testing fee etc. with effect from 1 .
April 2001 and 31 ‘May 2002 respectrvely The notrﬁeatron dated 28 March
2001 was circulated to field offices on 7 March 2002 'and notrflcatlon of 31
- May 2002 though received in the office of the STC J harkhand inJ uly 2002 has
‘not been crrculated SO fa1

* In eight DTOs**, in 53,551 cases it was noticed that in cases of 51,209 driving
licences, 1,171 registration of vehicles, 1,171 certificates of fitness and testing
fees, enhanced rate of fees was not levied by concerned offices between April
2001 and December 2004 due to delayed circulation of Government of India
notification dated 28 March 2001 and non 01rculat10n of notlfrcatton dated 31
May 2002 This 1esulted in loss of revénue of Rs 29.48 lakh

E Afte1 thls was pomted out all dlStl‘lCt transport off1ce1s stated that demand
"notices would be issued for realisation of fees; whereas STC stated in' March
2005 that the action on notification issued by the Central Government on 31
May 2002 would be taken : '

4.2, H Evaswn oftax '

The CMV Rules enumerate the procedu1e for 1e01st1at10n of mot01 vehlcles

- and issue of registration certrflcates to owners. Under the provisions of the

" BMVT Act, tax is to be paid to the taxing officer in whose jurisdiction the

vehicles have been registered. Non payment of tax in time-attracts penalty at
the rates prescribed. - :

¢

. . Chalbasa Chatra, Garhwa Gumla 'md Palamu

*E Bokato Chatra, Dumk't Garhwa, Giridih, Gumla Kodetma and Ranch1
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In DTO Dhanbad, it was noticed that Police Depantment applled for
registration of 45 vehicles during July and September 2001. As a token of
receipt of registration fee, “likely registration marks” to these vehicles were
allotted through computer. Thereafter, the Police Department did not obtain
certificates of registration of these vehicles and pay the tax. This resulted in
evasion of tax amounting to Rs 4.10 lakh by Police Department. Besides
penalty of Rs 8.20 lakh was also leviable.

After this was 'pointed out, Government stated in October 2005 that district
transport officers have been ms'uucted to issue demand notices aoamst the
defaulters. ' :

4.2.12 Short levy of tax due to application of incorrect rates - |

Under the BMVT Act, every owner of a transport vehicle is required to pay
road tax and additional ‘motor vehicles tax at the rates specified in the Act.
STC Bihar vide -instruction dated 30 September 2000 stated that seating
“capacity of bus having wheel base of 205” was to be determined as 53 seats
~and tax realised accordmcly irrespective of the number of seats fitted in it:

In five DTOs*, road tax and additio_“nal motor vehicles tax on 16 buses having
wheel base of 205” were levied at rates lower than those specified in the Act.
This resulted in short levy of tax of Rs 7.82 lakh for peuods falling between
- March 1999 and June 2005

After thlS was pointed out, Government stated in October 2005 that district
transport officers have been instructed to issue demand notices against the
defaulters.

4.2.13 Non lealzsatzon of fees due to non asszgnment of r eglstratlon mark -

Under the p10v1s1ons of the MV Act and Rules made the1eunde1 where a

motor vehicle belonging to other state is intended to be kept in the state for a
period exceeding 12 months, the owner on furnishing declaration to that effect |
is to submit an application accompanied by a NOC alongwith appropriate fee
at any time within 12 months for-assignment of new registration mark to the
-vehicle. If the owner fails to apply within the prescribed period he is required
to pay a sum which may extend to Rs 100 and Rs 300 for the first and second
or subsequent offences 1espect1vely - -

In seven DT}Os"""‘,‘ it was noticed that 822 transport vehicles remained in the

concerned districts for a period beyond 12 months with registration number of

previous states without being assigned local registration mark. This resulted in
loss of revenue in the shape of fee'of Rs 5.44 lakh pertaining to the period
- between January 2000 and March 2004. ’

After this was pointed out, Government stated in October 2005 that district
transport officers have been instructed to issue notices against the defaulters.

P

Bokaro, Chaibasa, Chatra, Giridih and Jamshedpur. :
* Bokaro, Dhanbad, Giridih, Hazaribag, Jamshedpur, Koderma and Lohardaga.
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- 4.2:14 Delay/ irregular transfer of Government revenue

Bihar Financial Rules (as adopted by Government of Jharkhand) prescribe that
all transactions must be brought to account without delay and all revenue
should be credited to Government account. As per instructions issued by STC
Bihar, Patna (March 1996) the collectlon of revenue i.e, motor vehicle tax and
fees etc. for the period from April to February is required to be transferred to
State Bank of India (SBI), Secretariat Branch, Patna in the first week of the
following month for credit to Government account by the collecting bank. The
' same instructions were. -adopted by Government of Jharkhand and collection of
revenue required to be transferred to SBI Doranda Branch, Ranchi after the
formatlon of Jharkhand State on 15 November 2000. Collection in the month
of March is to be transferred by 31 March so that all amounts deposited in a
financial year stand transferred to Government account within the same
7 frnancral year. :

- In the office of DTO Palamu, it was noticed in March 2005 that a sum
of Rs 22.04 lakh being collection of revenue under the head ‘0041- Taxes on -
vehicles” for the peuod from 18 November 2000 to 5 December 2000 was
transferred -to SBI Secretariat Branch, Patna instead of SBI Doranda, Ranchi.
This resulted in irregular transfer of revenue pertaining to State of Jharkhand
to State of Bihar. No -action was taken for. transfer of the aforesaid amount
from Bihar State to Jharkhand State by the Department.

After this was pointed out, district transport .officer, Palamu stated that the
statement,ofdeposit was sent to STC, Jharkhand, Ranchi. The reply-is not
tenable "as the revenue collected was credited to the account of Bihar |
~ Government instead of - Jharkhand Government.- STC Jharkhand .'__stated in
October~2005 that the matter was bein'g inveStioated at Government level.

e As per Reserve Bank of India’s mstructrons issued in April 2003,
interest-at the rate of eight per cent per annum is payable by banks on delayed
remittance to Government account. ‘

" Test check of bank reconcrhatlon statement of Punjab National Bank, SBI,
CMPDI branch and ICICI Bank Main Road; Ranchr as available in the office
of STC Ranchi and three DTOs* revealed that the banks transferred the
revenue collected to SBI, Doranda Branch, Ranchi for credit into Government
account with delays ranging from one to 11 months. The Department did not
charge interest for* delayed remittances of amount to Government account-
" resulting i in loss of interest of Rs 2 36 crore. : :

After this was pointedfout, the concerned district transport officers stated that
matter would be taken up with the concerned banks. The STC stated in
October 2005 that concerned DTOs have been 1nstructed to pursue the matter
 with bank authorlty - : ’

Bokaro, Jamshedpur and Ranchi:
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4.2.15 Loss of interest due to non institution of certificate proceedings

Under the BMVT Act, recovery of tax, penalty or fine is recoverable as arrear
of revenue. There is no provision in BMVT Act to levy interest for delay
whereas as per provision of PDR Act simple interest at the rate of 12 per cent
per annum is recoverable from the date of signing of certificate till the date of
realisation. Any delay in initiating certificate proceedings has the effect of loss
of interest to Government as the provision for charging interest on belated
payment covered by certificate takes effect only from the date of signing of
the certificates.

In the office of DTO Daltonganj (Palamu), it was noticed that tax revenue
amounting to Rs 3.79 crore was outstanding for the period from 1999-2000 to
2002-03 against defaulters. The amount was not covered under any stay of
judicial/appellate authority. The department did not initiate certificate
proceedings against defaulters till the date of audit. This resulted in loss of
interest of Rs 74.77 lakh calculated from 1999-2000 to 2003-04 on
outstanding dues besides non recovery of taxes amounting to Rs 3.79 crore.

After this was pointed out, district transport officer Palamu stated in March
2005 that action would be taken to file certificate cases as soon as possible.
STC stated in October 2005 that the district transport officer has been
instructed to initiate action in the light of audit observation.

4.2.16 Delay in issue of national permit/renewal of authorisation thereof

As per instruction issued by the STC in February 1996, national
permit/renewal of authorisation thereof is to be issued within seven/three days
respectively of the receipt of application.

Test check of records of STA Jharkhand in February 2005 revealed that in
respect of 13 cases there was delay of 13 to 41 days in issue of national
permits and in nine cases delay of 21 to 66 days in renewal of authorisation of
national permits during the period from June 2001 to August 2004.

4.2.17 Non renewal of authorisation of national permit

Under the MV Act, a permit other than a temporary or special permit shall be
issued for a period of five years. As per provisions of national permit scheme,
the ‘owner of vehicle is required to obtain authorisation for one year on
payment of authorisation fee of Rs 500 in advance alongwith composite fee in
the shape ‘of bank drafts for transmission to states where the vehicle is to be
plied. This authorisation is a continuous process unless the permit expires or
is surrendered by 'the permit holder. In case of non payment of composite fee
within the due date, the permit issuing authority is required to impose penalty
at the rate of Rs 100 per month or part thereof.

Test check of records relating to composite fee in respect of STA and RTAs
Hazaribagh and Ranchi revealed that in 398 cases subsequent authorisation for
plying ‘goods vehicles wnder national permits was neither renewed for the
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period falling between June 2002-and March 2005 during the periodicity of
permits nor the national permits.-were surrendered. This resulted in non
realisation of authorisation fee of Rs 3.42 lakh. Besides composite fee of
“Rs-1.11 crore pertaining to other states was realisable. In addltron penalty at
prescnbed rate was also lev1able - o

After this-was po1nted out, the. RTAs and STA stated. that the notlces would be
‘ 1ssued for renewal of authorrsatlon to the concerned permit holders.

4.,2.1 8 - Recom’mendations

In view of the above observations, Government may cons1der to:
‘o _take necessary steps to maintain and update the prescnbed Registers under
~ the provisions of Act/Rules to fac1htate prompt collection of tax dues and
fees etc; : <
e .ensure timely - transfer of revenue 1nto Governrnent account by the
-collecting banks; _ B -
o fix target for collection of arrears and monitor the ‘same closely,
e take prompt action. for implementation of rate of fecs rev1sed by
Government of lndla to avoid loss of revenue. - : :

42,19 - . _A.cknowledgement S

Audit findings, as a result of test check of ‘the implementation ‘of ‘working of
Motor Vehicles Department were-reported to :the ‘Government in June 2005
with a specific request for attending the meeting of Audit Review Committee
(ARC) for Transport Department, so that view point of Government was ‘taken
into account before finalising the review. The meetrng of ARC was held .on 14
‘October 2005 '
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Test check of the records of the Revenue and Land Reforms Department,
_ conducted in audit during the year 2004-05, revealed non/short levy of cess,
loss. of revenue etc. amounting to Rs 344.47 crore in 1592 cases, which
broadly fall under the following categories:

(Rupees in crore) '

l§1:;. S Category A o o No. :of cases Amount
1 | Non/short levy of cess and interest on arrears of cess 13 0.03
- 2- | Non settlement of vested land 40 4.11
3 | Non settlement of sairats , 10 0.07
4 | Other cases o » 1,529 340.26
' ‘Total o : : - 1,592 . 34447

During the year 2004-05 the concerned Department accepted under
~assessment etc., of Rs 26.81 crore involved in 92 cases of which 84 cases
involving Rs 4. 46 crore had been pointed out in audit during 2004-05 and rest
in earller years :

A few illustrative cases 1nvolv1ng Rs 191 23 crore are g1ven 1n the followmg
paragraphs
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Under the provrsrons of the Blhar Government Estates (Khas Mahal) Manual
1953 (as adopted by Jharkhand Government) and the Rules framed thereunder
for grant of lease, State Government is to issue notices to-the lessees six.
months prior to the exprry of lease to apply for renewal of such lease, whereas
~a lessee is required to apply- three months prior to the explry “of his lease for
renewal thereof.” A lessee continuing to occupy leasehold property without .
payment of rent and without renewal of lease is to be treated as-a trespasser'
and has no clarm for renewal on past terms and condrtlons

On fresh leases for resrdentlal purposes salamz at the current market value of
land besides annual rental at the rate of two per cent of such salami is leviable..
Further -as per instructions issued. by the Revenue and Land Reforms
Department, Government of Bihar, in April 1999, the lessees are liable to pay
arrears of double the rental at the rate proposed in fresh leases from the date of
expiry of earlier lease. as penal rent™* together with interest at the rate of 10
per cent on the differential of the proposed rent in the new deeds and the rent.
already paid by the lessees.: =z o

In course of audit of khas mahal office, Medninagar, Daltonganj it was noticed
in December 2004 that out of 224. 53 acres of khas mahal land leased to 1,622
lessees, 1,468 leases 1nvolv1ng 198.1825 acres of land had expired up to 2003--
04. Nelther the lessees applied for renewal of lease either before or after the
date of -expiry nor the Department/Government issued notices to lessees to

.notrfy their intention for renewal. The leases were not renewed upto ]December
2004

Failure on the part of the Department in taking action for renewal of expired.
leases resulted’in loss of Government revenue worth Rs 327.10 crore for the
period from 1955-56 to 2003-04 which included Rs 178.58 crore for the
. period 1999-2000 to 2003 04 in the shape of salami, penal rent and interest as
detailed below :

o : : ' L M’ar'ket ) . \ . -
I\ITJI:::];:\// B Date of expiry” No of inégl?e d value per Salami . _}:‘::::l Interest ’][‘o_tal
Village of lease leases in acre decimal ‘ .

‘ - (in Rs) g
) i (Rupees in crore)
. Period '
Daltonganj between - : ' o
Thana 189 | 1955-56 and-ﬁ 1,468 19_8.1825 ‘77,125 7 152.85 104.98 69.27 * 327.10} .
2003-04 - ¢ . /

7o

Salami is market value of the land. It is a share in‘the increase of value’ antrcrpated durmg -
the period of lease. : :
** Penal rent is twice the rate of res1dent1a1 rent.
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After' this was ~pointed out’ in December 200:4;5 the khas,'. " maha’Z officer,
Medninagar stated that due to lack of interest on the part of lessees to apply
- for renewal it remained pending. The reply is not tenable as the Department
* failed to issue notices to the lessees pr10r to the exprry of leases ' :

The matter was reported to Government in April 2005 Government stated in-
‘October 2005 that notices have been issued to the lessees for renewal of the
B exprred leases and d1strrct khas mahal advrsory comrrnttee has been formed. '

_for drsposal of cases. : : .

Under the Bihar Public lLand Encroachment Act 1956 H as ‘adopted“' by

-~ Jharkhand Government, if a person ‘has encroached upon any public land, he -

may be evicted or the land may be. settled with such-person, on payment of .
rent and damages for the use of such land as per rules laid down in Bihar
Government Estate (Khas Mahal) Manual; 1953. Accordingly, in the case of
‘impairment of the value of public land by use for residential purposes, salami
_at the prevailing market value of’ such land together with ‘annual’ res1dent1al
rent at prescrrbed rates 1s payable. -

‘lDurmg the course of audlt of- f1ve anchal ofﬁces of three d1str1cts it was
- noticed between August 2003 and October 2004 that- 48 persons - had

= encroached 17.906 acres of . pubhc land for’ resrdentral purposes. The

‘Department failed to take any action for eviction or regularrsauon of the
encroachment. This™ resulted  in non fixation/realisation of salami .and
' resrdentral rent of Rs 12 65 crore calculated for. the period from 2001- 02 to .
: 2003 04 -

After thrs was pomted out between l\/lay 2003 and October 2004 the anchal

adhikaris stated between May 2003 and October 2004 that actron was bemg -

taken to remove the encroachments. -

_ The matter was reported to Government in April 2005. Government stated in
- October 2005 that steps were being taken to evict the encroached public land.

,b o Gamharra Govindpur, Kanke, Sadar Rarichi and Saralkela
"~ ** Dhanbad, Ranch1 and Saraikela. :
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Tes_,t check 'of': the records., of the Registration' and Commer_cial Taxes
Department, conducted. in audit during the year. 2004-05. revealed under

assessments of tax, fee; duty -and losses of revenue etc., amounting to

.. Rs=:19775. crore: ;;i,nf '

50-cases-which” broadly fall under the following
“categories: A ,

- (Rupees in crore) .

SL

No. Category - V, ‘ B o : No. qf cases : Amount
o STAMPS AND REGISTRATION FEES. .
1. | Short realisation of stamp duty & registration fees'due 400 | 130
] to late receipts of rev1sed rates 3 ’ .
2 Other cases _ L . ool s36 | . 169
- T Total | 93 | 299
° TGT/ENTRY'TA’X L o - :
1 Non levy or short levy of tax S . | 04 006
2 Revrew Taxes on entry of goods mto local areas B B - 183.05
o : ' Total 1 es . | 18311
° ENTERTAINMENT TAX - - c
1 | Short levy of entertamment tax o 04 0.24
~ Total | . 04 ' 0.24
0 'ELECTRTCITYDUTY , e
1 | Non levy or short levy ofsurcharge. -~ | 03~ 1119y
2 Other cases = ¢ -. T 02 .| 022 _
' = - - . Total - - 05 1141 |
Gramd Tot’al' ) 950‘ g ' 1'9'7'.,"7'5

During the year . 2004 05, the concerned Department accepted under ,
' assessments etc. of Rs-3.21 crore in 829 cases of which 368 cases involving
.. Rs 1.50 crore had. been-pointed out, in . audit during 2004- 05 and rest in earlier -
. years. ’

A few illustrative cases including a review on “'ll’axeslon Entry of Goeds into
" Local Areas” 1nvolv1ng Rs 190 06 crore are glven 1n the followmg ,
paragraphs
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[_6.2 - Review on Entry of Goods into Local Areas ]

Highlights

»

6.2.1

Cross verification of records of commercial taxes circles with the data
of scheduled goods collected from outside the state revealed that 58
dealers of scheduled goods were neither registered nor had they paid

~entry tax of Rs 23.68 crore on entry of goods into the State.

Department failed to conduct proper market survey to bring them in
tax net.
[Paragraph 6.2.6]

Cross verification of records of three commercial taxes circles with the

data collected from Office of the Principal Director, Commercial
Audit, Central Excise Department and green road permits issued to the
dealer revealed that three dealers of imported coal and iron and steel
neither paid entry tax amounting to Rs 94.70 crore nor was it levied by
the department.

[Paragraph 6.2.7]

Two dealers failed to deposit the entry tax due (in form of admitted
tax) on import of coal, on due dates. Minimum penalty amounting to
Rs 44.70 crore though leviable was not levied.

[Paragraph 6.2.8]

Government suffered loss of entry tax of Rs 6.09 crore due to delay in
notifying rates of scheduled goods.
- [Paragraph 6.2.9]

Non adherence to the internal control measure resulted in short levy of
tax amounting to Rs 11.45 crore including penalty of Rs 8.59 crore on
the suppressed turnover.

[Paragraph 6.2.10]

Introduction

On entry of certain specified goods (thereinafter called scheduled goods) for
consumption, use or sale in Jharkhand, entry tax is levied under the Bihar Tax
on Entry of Goods into Local Areas* for Consumption, Use or Sale therein
Act, 1993 (BTEG Act) as adopted by Government of Jharkhand and
Jharkhand Tax on Entry of Goods into Local Areas for Consumption, Use or

Local area includes municipal corporation, municipality, notified area committee,
cantonment board, town board, mines board, gram panchayat and any other local
authority by whatever nomenclature called constituted or continued in the time being in
force. After the coming into force of the JTEG (Amendment) Act in January 2002 the
above definition of local area remained unchanged for tobacco and tobacco products but
for taxable goods under Section 12 of BF Act the state of Jharkhand as a whole became a
local area.
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Sale (Amendment) Act 2001{JTEG (Amendment)v Act} and the Rules made
and notifications issued thereunder at the rates not exceeding five per cent
- notified from time to time

Under the ]BTEG Act read with J TEG (Amendment) Act, every dealer/person
~ who causes entry of scheduled goods of value Rs 25,000 and above, into
Jharkhand/local area. is required to get himself registered and furnish a trué
and complete monthly/quarterly and annual return for each year in respect of
transaction. of import of all scheduled goods and tax payable thereon in -
accordance with the provisions of Bihar Finance Act, 1981 (BF Act) as
adopted by the State. The authority empowered under BF Act assesses the
goods to tax after proper scrutiny of the return and books of accounts. All the
provisions of BF Act shall apply mutatis mutandis to BTEG Act. ' '

622 Oi'ganisational.set up

The registration, levy.and collection of entry tax is governed by Commercial
- Tax Department of the State. At the apex level, Commissioner of Commercial
Taxes (CCT) is responsrble for the administration of Acts and Rules. He is
~assisted by an Additional Commissioner, Commercial- Taxes, Deputy
Commissioner of Commercial Taxes (DCCT) and Assistant Commissioner of
Comunercial Taxes (ACCT) at the head quarters. The State is divided into five
commercial taxes divisions**, each under the charge of a Joint Commissioner
(JC). These divisions are further -divided into 28 commercial taxes circles
(circle) each under the charge of a DCCT/ACCT - who 1s assisted by
commercial taxes officers (CTOs). :

6.2.3 - Audit Objectives

The review was conducted with a view to ascertain: :
° whether provisions of laws, rules and departmental mstructions were
enforced to safeguard the revenue of the State '

‘o whether there exists an internal control mechanism within the
Department which is reliable, appropriate and workmg efﬁc1ently and
effectively to check evasion of tax.’

Motor vehicles, tobacco, tobacco products (excluding biris), India” made foreign liquor,
vanaspati and hydrogenated oils, crude oil, cement, emulsion paints, sanitary fittings, air
conditioner, air cooler and air circulator, marble, marble chips and tiles, granite stone,
- ceramic and glazed tiles, electrical fittings, 1ron & steel, steel plastlc & PVC pipes,
’ 1mported coal and-bitumen, , .
** Dhanbad, Dumka, Hazaribag, Jamshedpur and Ranchi o -
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6.2.4 Scope of Review

A review on “Tax on entry of goods into local areas™ was conducted between
December 2004 and June 2005 in 17* out of 28 commercial taxes circles and
office of the CCT relating to the period 1999-2000 to 2003-04 with special
emphasis on registration, levy and collection of entry tax.

6.2.5 Trend of revenue and budget estimates

. Variation between budget estimates and actual collection

Under provisions of Bihar Financial Rules (BFR), the responsibility for
preparation of the statement of estimated revenue as well as supplementary
estimate of revenue under provisions of the Constitution of India which is laid
before the legislature lies with the Finance Department on the basis of
estimates received from the administrative departments. Thus, it is the
responsibility of the department to prepare budget estimates on the basis of
facts and figures and sufficient back up data.

The position of budget estimates and actual collection during the years from
2001-02 to 2003-04 is as under:

(Rupees in crore)
Percentage
Year i Aﬂm." Variation (-) Decrease
estimate collection {4} Tncrense
2001-02 41.33 22.23 (-) 19.10 (-) 46
2002-03 46.31 38.65 (-) 7.66 (-) 17
2003-04 46.52 53.78 (+) 7.26 (+) 16

The actual collection fell short of budget estimates during 2001-02 (46 per
cent) and 2002-03 (17 per cent) but it was higher than budgeted estimate (16
per cent) in 2003-04.

After this was pointed out, the Department stated in September 2005 that
budget estimates for the period 2001-02 and 2002-03 were not based on
realistic estimation.

Adityapur, Bokaro, Chaibasa, Deoghar, Dhanbad Urban, Giridih, Hazaribag, Jamshedpur,
Jamshedpur Urban, Jharia, Palamu, Ranchi East, Ranchi South, Ranchi West, Ranchi
Special, Singhbhum and Tenughat.
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e Non reconciliation. of departmental figures

As. per the BFR, it is the duty of the controlling officer to see that all- sums due
- to Government - are regularly and promptly- assessed. and credited  to
Government account. In order to ensure that amount.credited to Government
account has been properly accounted for;, departmental figures are required to
be reconciled-with the figures. booked in the office of the Accountant General
(A&E).

From the 1nformat10n made available by Government it was noticed: that there
was variation between the departmental flgures of revenue and the f1gures
- shown in the Finance.Accounts.of Government. of Jharkhand: for the: yea1s

2001-62, 2002-03 and 2003- 04 as detaﬂed below '

(Rupees in:crore):

v Yef!f v .Depg;ltll:leesntal . ‘thurei i:sc 3::; t]ls’mance ‘ Difference:
©2001-02 | -29.800 o . 2223 . | Gr157
12002:03 . [, 4507 B 38.65: - 3642

200304 | 6L14 | 53.78 L ()7.36

'Thls reﬂects the: fa1lure of the department 0 reconcﬂe the: flgures W1th the
office of the Accountant General (A&E). '

626 Non' levy: of entry tax due to non: i:egisﬁ;atimi: of dealers:

Every dealer/person dealing in: scheduled: good‘s who:is either registered: under
- BF Act or imperts. goods for sale use- or’ consumption: above. a: specified
quantum is-required: to be in possession: of valid: registration: certificate: under
the BTEG. Act: Failure to apply. for registration within: seven: days. of his
becoming liable to. pay. tax may render him:liable: to: pay penalty in addition to
levy of tax. at. the rate of Rs: 50 per day or tax assessed: whichever is; less. By
instructions: issued: i April 1990 - and: April 1997 under the BF Act, the
Department instituted a control measure to unearth erring  dealers by
conducting market survey between: April to June: -every year.. The Department
reiterated: in. March: 1999 to. conduct time: bound: and: effective: market survey
for grant off reg1strat10n to ehg1ble dealers to. widen. the:tax: base

@9y
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Cross verification of data of scheduled-goods brought from Andhra Pradesh,
Bihar, Karnataka, Uttar Pradesh, West Bengal and received against declaration
form C, F, green road permit® and invoices revealed. that in 12 circles™*, 58
‘dealers ‘imported scheduled goods*** valued at Rs 512.54 crore between
1999-2000 and 2003-04, but did not get themselves registered under BTEG

~Act. The Department also failed to detect and get them registered. This
resulted in non levy of entry tax of Rs 23. 68 crore including penalty of Rs"
21.30 lakh.

6.2.7 Non levy of entry tax

There shall be levied and collected a tax on entry of scheduled goods into local .
area for consumption, use or sale at such rate not exceeding five per cent on
import value of such goods: If a dealer fails to pay tax he becomes defaulter
and penal action to recover the tax due can be taken against him. The CCT
vide instructions in May 1990 directed the circles incharge to  collect
data/information from = different Central/State: Government departments
regarding sale/purchase in respect of dealers under their jurisdiction for cross
verification of data/information with the returns/records of the dealers to check
evasion of tax. The Investigation Bureau (IB) wing of the department was also
entrusted in June 1991 with this work. It has been judicially held**** that

~ payment of enfry tax on import value of scheduled goods is mandatory as soon
as these enter the territory of the State. :

Cross veriﬁCation of data collected 'by audit from Commissioner- of Central
Excise, Principal Director, Commercial Audit and from green road permits
issued by the dealers with the records of two manufacturing dealers and one
trading dealer of iron and steel in three circles™**** revealed that the dealers
imported iron and steel and coal (imported) valued at Rs 2,367.54 crore during
2002-03 and 2003-04 from Vishakapatnam and abroad.

The dealers neither furnished any return nor deposited entry tax due on value-
of imported coal and iron and steel as prescribed in the Act although the
_dealers were registered under the Act. This 1esulted in non levy of entry tax of
Rs 94.70 crore.

Green road permit is meant for movement of goods from a place outside the State to
a place inside the State either on purchase or on stock transfer.

Adityapur, Bokaro, Deoghar Giridih, Hazaribag, Jamshedpur, Ranchi East, Ranchi
South, Ranchi West, Ranchi Special, Singhbhum & Tenughat.

Tobacco products, iron & steel, motor vehicles, electrical fittings, vaﬁaspati, sanitary,
fittings, PVC pipes, cement and IMFL.

M/s Classic Automobiles Vrs State of Bihar and others CWJC Nos. 1052 and 1047 of
1998(R) decided on 3 November 1998 by Patna High Court (Ranchi Bench).

Bokaro, Jamshedpur Urban and Ranchi Special.

o
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6.2.8 Non impositibn of penalty for 'no?n. pdyment of admitted tax

~ Under provisions of" BTEG Act 1ead w1th BF Act, if a registered dealer fails to
make payment of the tax due (in form of admitted tax) according to the
prescribed provisions: of the Act, the prescribed authority shall impose a
penalty for such’ delay in payment of tax due which may extend to five per-
cent but not less than two and half per cent of the amount of tax for each of the
first three months following the due date and to 10 per cent and not less than
five per cent for each subsequent month.

In case of two dealers of Bokaro .and Jamshedpur Urban circles, minimum
- penalty of Rs 44.70 crore though leviable was not levied for non payment of
admitted tax of Rs 91. 50 crore for the perlod 2002 03 to 2003 04 calculated up
to March 2004.

6.2.9 Loss of revenue e due to delay in publzcatwn of notification in
ofﬁczal gazette o

The JTEG (Amendment) Act 2001 pubhshed in: official 0azette on 2 January
2002 was given immediate effect in which 16 scheduled goods were brought
in its purview. But the rates of entry tax on these goods were notified on 23
March 2002 and given effect from the date of publication in the official
gazette. This delay in specifying the rates and contradiction between the
effective dates of these two notifications resulted in loss of revenue of Rs 6.09

crore in six circles* in case of 13 dealers during the perrod from 2 January to
22 March 2002. : : : :

After thrs was pomted out, Government accepted the facts and stated that
delay in notifying the rates was due to procedural delay.

6210 IntervState mohitoring of scizeduled goods

By an executive instruction issued.in June 1991 under provisions of the BF
Act, IB wing was assigned with the work of verification of declaration form C,
F and H, study of incoming goods and formulation of procedure for market
survey. This wing was required to conduct surprise inspection of big business -
premises as well as to-inspect vehicles to prevent tax evasion. As a measure of
internal control the Department prescribed in August 1984 minimum 35
inspections of business premises and 60 inspections of vehicles per month by
the 1B wing and submlssron of report to CCT by 10“‘/25lh of the following
month.

* Adityapur, Bokaro, Deoghar, Hazaribag, Ranchi Special & Singhbhum.
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Scrutiny revealed that requisite surveys,. inspections and verification of

declarations were not carried out from 15 November 2000 to 26 September

2003 as only one DCCT was posted in the wing and the wmg remalned non
: funct1onal o :

, Moreover .cross verification of 1nformat1on collected by aud1t in respect of
1ncormn0 scheduled goods from out51de the State decla1 ation form C, F and
1nv01ces revealed evasion of tax as rnentloned below

- Non/short accounting of goods

o Under the provisions of the BTEG Act read with BF Act, every
-registered dealer shall furnish a true:and complete return in respect of all his
transactions failing which the prescribed authority may, within eight years
from the date of assessment, assess the amount of tax due from the dealer in
respect of such turnover and shall direct’ the dealer to pay, besides the tax
assessed, penalty not exceeding three times but not- less than an amount»
equivalent to the amount of tax. :

In seven circles cross verification of data of scheduled goods i 1mp01 ted from
Bihar, Uttar Pradesh ‘West Bengal and other: States with the records of 10
dealers of Jharkhand dealing in tobacco products, IMFL, cement and motor
vehicles revealed that-the dealers: accounted for goods valued at Rs 201.89
crore against the actual receipt of Rs 262.09 crore during the years 1997-98 to
2003-04 assessed between December 2001 and December 2004. Thus: the
goods valued at Rs 60.20 crore were not accounted for. This resulted in under
assessment of tax of Rs 11.45 crore including penalty of Rs 8.59 crore. The
Department failed to comply with the instructions of June 1991 to conduct
surprise inspections of business premises/vehicles etc. and detect such cases.

Non levy of penalty before finalisation of assessment

. Under provisions of BTEG Act read with BF Act, if a registered dealer
has furnished incorrect particulars of the import value of :sche_duled goods in
the return, the prescribed authority shall direct the dealer to pay penalty on the
basis of p10v1s1onal tax assessed on ‘such concealed turnover. By issuing -
instruction in November 1998, the Department instituted a control meastre for
monitoring of return, which inter alia includes" 1n1t1at10n of penalty
proceedlngs on such concealed turnover before assessment

Adityapur, Bokaro, Deoghar, Dhanbad Urban, Hazaribag, Ranchi South & Ranchi West.

52)



Chapte; VI Other Tax Recezpts

. Cross verification of data received from Bihar and statement of green road
‘permits furmshed by ‘a dealer with the records in two circles, Giridih and
‘Chaibasa, in case of two dealers revealed in May 2005 that-the dealers had
imported IMFL & tobacco products valued at Rs 41.99-1akh during the period
2001-02 and 2003-04. However, as per returns the dealers had accounted for
. the goods valued at Rs 24.34 lakh only, resultmg in concealment of imported
- goods valued at Rs 17.65 lakh on which penalty of Rs-2.65 lakh was leviable.
The assessing authorities failed to-detect the concealment of turnover at the

time of filing return by assesees and levy penalty under the instructions of
November 1998.

6.2.11 Irreguilartallowancé -bf exemptiofﬁ from levy. of tax

Under provisions of BTEG Act and Rules made thereunder, if 'a dealer who
claims that any part of his turnover relating to import. of. scheduled goods is
- not liable to tax on the ground that tax was pard at the first point of entry, he
shall substantiate such claim before the assessing authority by producing
purchase bill, invoices or cash memos and a true and complete declaration in
form ET IX’ received from the selling dealer.

In four c1rcles in cases of 11 dealers exemptlons of turnover were allowed on
import value of tobacco products, IMFL and cement valued at Rs 46.82 crore .
during the period 1999 2000 to 2002-03 assessed between November 2001

- and March 2005 without production of declaration form in ET-IX resulting in" -
*incorrect allowance of exemptlon from levy of: entry tax of Rs 2 34 crore.

6..2.12' Ilregular/ incorréct allowance of reductwn in the
liability to pay sales tax-

Under provisrons of BTEG Act and'Rules made thereunder, claim of reduction
in the liability to pay sales tax shall be valid only when the entry tax has been
paid on the sale of concerned goods.

In two circles Ranchi West and Deoghar, in case of two dealers, it was noticed
“that while finalising the assessment for the:years 1999-2000 and 2000-01
assessed between October 2002 and October 2003, the assessing authormes
adjusted full entry tax of Rs 24.55 lakh paid towards liability of sales tax
instead of Rs 18.34 lakh on the quantity of goods actually sold Thls resulted
in excess adJustment of entry tax of Rs 6.21 lakh

* Deoghar, Hazaribag, Iharia and Palamu.
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6.2.13 : Lacunae in thve A'cr :

While enacting the Act, it was the clear motive of the Legislature/Department
to bring the importing-dealer as well as individual person, who causes to bring
scheduled goods into Jharkhand, in tax net to augmerit revenue. But there are
no specific provisions in the Act or Rule (except in the case of Motor -
- Vehicles) for levy and collection of entry tax from individuals who bring these -
scheduled goods for their own use and consumption.

6.2.14 Recommendations
. " In view of the above facts Government rhay consider to: .
° strengthen the internal control by proper maintenance of records

~including those needed for monitoring of registration, levy and
collection of entry tax and inter state transactions of scheduled goods;

o exchange data of transactions of scheduled goods with other States;

® make specific provisions in the Act and Rules for levy & collection of .
entry tax in case of individual imports of scheduled goods; and

® establish check posts at all main entry points into the State for .
constant monitoring and levy and collection of entry tax at the time of
entry of scheduled goods into the State.

After these were pomted out between December 2004 and June 2005 the
- department stated that the cases would be reviewed.

, The above findings were reported to Government in June 2005. Government
~ stated in September 2005 that respective circles have been directed to review
the cases. Final reply is awaited (January 2006).

6.2.15 . Acknowledgement

Audit findings, as a result of test check of the implementation of tax on
entry of goods into local areas were reported to Government in June 2005
with a specific request for attending the meeting of Audit Review
Committee (ARC) for Commercial Taxes Department, so that view point
of Government was taken into account before finalising the review. The
meeting of ARC was held on 28 June 2005.
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| STAMPS & REGISTRATION FEES |

[6.3 Non levy of additional stamp dutyJ

Under the provisions of the Indian Stamp Act (IS Act), 1899 and instructions
issued thereunder, exemption of stamp duty is admissible on the deeds of co
operative societies executed by the societies or its members in favour of other
members of the concerned society. But additional stamp duty is chargeable at
the rate of seven per cent on consideration value under the provisions of the
Bihar Regional Development Authority Act, 1981 and the Bihar and Orissa
Municipal Act 1922 as applicable to Jharkhand.

Test check of records of district sub registrar (DSR) Ranchi revealed in
November 2004 that 270 documents valued at Rs 7.96 crore pertaining to co-
operative societies were registered during 2002-03 and 2003-04 without
levying additional stamp duty. This resulted in loss of revenue of Rs 55.69
lakh.

After this was pointed out in November 2004, DSR Ranchi stated in October
2005 that demand notices for realisation were being issued.

The matter was reported to Government in April 2005; reply has not been
received (January 2006).

6.4  Short realisation of revenue due to delay in revision of
guideline register

Under the provisions of Bihar Stamp (Prevention of undervaluation of
instruments) Rules, 1995 as adopted by Jharkhand Government, the Collector
shall revise the guideline register of estimated minimum value of land/
property every two years.

Test check of records for the year 2002-03 and 2003-04 in three offices®, in
November and December 2004 revealed delay in revision of guideline register
ranged between six months to one year. Non revision of guideline register in
time resulted in short realisation of stamp duty and registration fees of Rs
45.22 lakh in case of 84 deeds executed between August 2002 and March
2004.

After this was pointed out between November and December 2004, concerned
DSR/sub registrar (SR) stated in August 2005 that timely action would be
taken in future to protect Government from loss of revenue.

*  DSR Giridih, Ranchi and SR Dhanwar (Giridih).
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The matter was reported to Government 1n Apnl 7005 reply has not been
received (January 2006).

L@ ~ As per IS Act, stamp duty on deeds of lease where lease is granted for
- a fine or premium or for money ad-vanced“ and where no rent is reserved is to.
- be charged on consideration or market value equal to the amount or value of

- such fine or premium or advance as set forth in the lease. As per Bihar Stamp

(prevention of undervaluation of instruments) Rules, 1995, the. registering
~ authority is. required to adopt guideline register rates: fixed . by the collector
from time to time and levy stamp duty and registration fees accordingly.

~In DSR Bokaro (Chas), test check of 27 lease documents revealed in
November 2004 that during 2003-04, plots of land by way of leases were
- transferred: to different persons by Steel Authority of India Ltd (SAIL) and
 Bokaro Industrial Area Development Authority. The consideration. value in
the: lease deeds was shown less in comparison to- the rates fixed by the
collector as per guideline register of concerned area. Undervaluation of the
_plots of land, transferred by the above lessees resulted in loss of Government
revenue in the shape of stamp duty and registration fees of Rs 35.73 lakh.

The rnatter-yvas reported to the Depart-ment/v Governmen-t-- in November 2.004'
and April: 2005; reply has not been received (January 2006).

o.  The rates of stamp:duty and registration.fee in case of “instruments of
partition” as applicable in the state of Jharkhand, have been given in schedule
1A to the IS Act and Article A(I) of table of fees under the Indian Registration

Act, respectlvely

In DSR Godda, test check of 61 partltlon deeds. reorstered dunnc the year
2002-03. and 2003-04, disclosed. that deeds. were. reorstered for a lesser value .
in comparison:to the value specified in the guideline register prescribed for: the-
land. of the area. This resulted.in loss of Government revenue of Rs 27.12 lakh.
‘in the shape of starnp duty and. regrstratlon fee due to undervaluation of

property

After- thlS_., was: pointed: out: in: August: 2004, the:Department stated: that: due: to:
non; saleable: nature of land; minimum estimated: value had not been.
determined; The: reply-is. not: tenable as the value of the-land. should have.been.
determined: keeplnc in. view- the: gurdehne register rates as; flxed by- the
collector.

The- matter- was: reported- to- Government: in: April 20@5 -reply. has not been
_received (January 2006),. : ;
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As per IS Act, és applicable to Jharkhand State, lease: d’eed‘s attract stamp: duty
at the rate of 14.7 per cent and sale deeds at the rate of 8.4 per cent including
surcharge. Further regrstratlon fee is also leviable as: per Regrstratlorr Act.

Test Check of records. of DSR, Rar-rchr n N’o.,vember 2004 reveazfed’ that im case
of 83 lease. deeds registered during 2002-03 and 2003-04, stamp duty and
registration fees were levied on the consideration shown in lease: deeds: at rates:
as applicable to sale deed instead of lease deeds. Thus: apphcatlon of incorrect
rates of duty/ fee resulted in short levy of stamp; duty and reglstratron fee of Rs
29.63: Takh.

A‘-fter-: thls: was: pointed out in N‘o:vember: 2004, the. DSR, Ranchi stated. im
October 2005 thaet‘dfemand’-? notices: for realisation were: being, i:s sued.

The: matter was: reportedt to Government in Apml 2005; reply has not: beerr
received (January: 2006). . L

Under the provisions: of Bihar' Electricity Duty Act (BED: Act), 1948 as.
adopted by Jharkhand State, duty shall be' levied and: paidi to. the: State:
Government on: the: units: of electrical: energy: consumed: or sold; excluding
losses: of electrical: energy in transmlssron and: transformation; at: the rate: or
rates specified: in: the schedule..

During: the: course: of 'aud?i't:-, of Bokaro: commereial taxes. circle; it was: noticed: ins
August: 2004 that while- assessing in: January 2004 the case of a. licensee;
electricity: duty on: the: electrical: energy consumed in: construction: work was:
levied: at the rate: of two: paise: per unit: instead: of the: correct: rate: of 12; paise:

. per unit: during. the: period: between: 1997-98: and' 2000-0T.. ‘This. resulted: in:

short: levy: of duty: of Rs: 1.48: crore due: te:application of incorrect.rate: of duty..

After: this: was: p.é,ihted’%‘ out: im: August 2004;, the: 'epartmeht% replied in: October
2005: that action: has: been:initiated: und'enfthet provisions: of the: Act/Rules..

The: matter: was; reported to: Government in: Aprili 2005 reply has not: been
- received: (Janualiy 2006y:.

G
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Under the provisions of BED Act and Rules framed thereunder, every licensee
shall deposit the duty/ surcharge payable according to the return within two
calendar. months of the month to which the duty/ surcharge relates. If a
licensee fails to make payment of duty/ surcharge due from him,.the
prescribed authority shall impose a penalty of not.less than two and a half per -

~ cent but not exceeding five per cent of the amount of duty/surcharge for each
of the first three months or part thereof following the due date and penalty not
less than five per cent but not exceedlno 10 per cent for each subsequent
month thereof

During the course of audit of Bokaro commercial taxes circle, it was noticed in .
August 2004 that a licensee purchased 218.16 crore units of electrical energy
from Damodar Valley Corporation: between 1998-99 and 2000-01 for -
consumption or sale. The licensee did not pay surcharge amounting to Rs 4.36
~ crore till the date of assessment. The assessing -authority. while finalising the
assessment in January 2004 levied surcharge but failed to impose penalty for -
the period of default. This resulted in non levy of penalty of Rs 9. 69 crore
calculated at the minimum,rate.

After this was pointed out in August 2004, ‘the.'Department stated in October
2005 that action has been initiated under the provisions of Act/Rules.

The matter was reported to ‘Government in April 2005; reply has not been
received (J anuary 20006).
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Test check of the records- of M1n1ng ]Department ‘conducted during the year
2004-05, revealed under assessments and losses -of - rent, royalty, fee etc.
amounting to Rs 270. 62 crore in 11, 877 cases, Wthh broadly fall under the
following categorres

(Rupees in crore)

13:;. - Category ]j:s :Sf Amiount
1 | Non/short levy of royalties and cess - 237 |- 93.09
.2 | Short levy of royalty due to downgrading of coal. 5 185 =
3| Non/short levy of dead rent/ surface rent . 22 0.69
"4 | 'Non levy of royalty'on coal consumed by workmen _ .18 059
5 | Non levy of interest' - 37 - 345 . .
6 | Non levy of penalty/fees 279 11.54
: Non/short levy of auction money due to non/ 1rregular . '
7 35 . 039
settlement of sand ghats o e
8 | Non initiation of certificate proceed1 js 119 . 1.58
9 Other cases 11,125 157.44
- Total . 11,877 : -270.62

vDurmg ‘the year 2004 05 the concerned Department accepted under
assessment etc. of Rs 99.81 crore involved in 7, 503 cases of which 6,987 cases’
1nv01v1ng Rs 58.27 crore have been pointed out in audit- during 2004:05 and
“restin- earher years. :

A few 111ustrat1ve cases 1nvolv1ng Rs 2.56 crore are given 1n the followmg :
paragraphs : : '




The Mines and Mineral (Regulation and Development) Act (MMRD Act)
1957, provides for payment of royalty by the lessee on quantity of minerals

~removed or consumed from the leased area. According to the judicial

pronouncement™ removal from the seam in mine and extracting the same
through pits mouth to.the surface satisfies the requirement of Act in order to
give rise to liability for payment of royalty. Further, the lessee is liable to pay
royalty on the quantity of mineral extracted. 1rrespect1ve of whether it is
removed or not from the leasehold area. ‘

In three district mining offices (DMOs), it was noticed between March and
December 2004 that 11.86 lakh MT of various minerals (like lime stone and
coal of various grade) were lying in stock undisposed during the period
between 2002-03 and 2003-04. In no case demand for royalty was either

‘raised or realised by the DMOs in accordance with judicial pronouncement.

Due to non raising of demand of royalty a sum of Rs 12.18 crore remained
blocked as detailed below:

(Rupees in lakh)
i Sk : .
v No I Name of the ofﬁcelleesee l:::::;glf Period (ierllz::ll:lllt;\t/{T) Rat‘e’eo:;g’}"alty A::;:‘llt;()f
DMO Dhanbad/ Bharat | ' R : ,
. P ) , Between i
1 | Coking Coal Limited Coal 2003-04 2.39 Rs 85 and 250 | 300.24
{(BCCL) -
2 | DMO Garhwa/ | s _ o
- | Steel Authority of India * | Lime-stone 2003-04 - 0.39 Rs 40 15.42
Limited. (SAIL) o] :
DMO Hazaribag/ Central | : S :
3 | Coalfields Limited Coal 2002-03 - 9.08 Rs 70 and 165 - 902.17
' (CCL) . _ »
TOTAL 11.86 1,217.83

The matter was reported' to the Department between March and December
2004 and Government in May 2005; reply has not been received (January
2006).

Under Mineral Concession Rules'(MC Rules), 1960, every lessee is required

to furnish monthly return for extraction and removal of mineral by the first of
the month following the month to which the return relates. Rules also provide
for verification of lessee’s royalty returns by the assessing officer for
assessment of demand. Further, the' MMRD Act provides for payment of

-royalty by the lessee on the quantity of minerals removed or consumed from -

the leased area. The lessee shall store the unutilised/non'saleable sub grade

&

Central Coal Field Ltd Vrs State of Bihar & others cwic 2477 of 1996(R) of Patna High
Court, Ranchi Bench. ' .
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- mineral properly for future benefication and if Government is satisfied that
inferior quality of the mineral cannot be used as major mineral, it may, by
order perm1t the lessee to d1spose it off as minot mineral.

® In DMO Hazaribag, it was. noticed in M'arch 2005 that the lessee™
~despatched 2.84 lakh MT of deshale teject (Grade-G) coal** from leasehold
area during the perrod between March 1999 and February 2002 without
payment of royalty till December 2004. This resulted in non realisation ‘of
.royalty amountmg to Rs 1.42 crore. SR -

- The matter was reported-to the Depattment in "M-areh 2005 and Government in
‘May 2005; reply has not been received (January 2006). '

J In DMO Hazaribag, it was noticed in March 2005 that 81,938.72 MT
~of washery-I (W-I) reject coal (Grade-G) was lying in stock since 1999-00 to
2000-01.. Out of this; 38,922.61 and 789.88" MT ‘of W-I rejects were sold
between “October 2001 and September 2002 without payment of royalty.
Further, balance quantity- of 42,672.86 MT of reject coal pertaining to the
period 2002-03 were not carrled forward in the returns after September 2003

onwards- without assigning any reasons. This resulted in’non real1sat10n of
revenue of Rs 47.71 lakh ' ‘

After this was po1nted out, the DMO Hazarlbag stated in July 2004 that the
demand has been raised for royalty of Rs 27. 70 lakh on unaccounted
42,672.86 MT of reject coal. Action on the balance quantlty has not been
taken so far. Further reply has not been received (J anuary 2006).

_ The cases were reported to Government 1n May 2005 reply has not been,
received (January 2006) : .

‘Under the Bihar Minor Minerals- Concession Rules (BMMC Rules) 1972,
every lessee or permit holder is required to submit every month a returfi in the
prescribed form for extraction and removal of minor minerals by the fifteenth -
day of the following month to which it relates. In case a lessee or a permit

. holder fails to furnish the required return within the prescribed period, he shall

be liable to pay a sum. of Rs 20 for evety day after the explry of the prescribed

date subject to maxrmum of Rs 2,500 as penalty. -

* Bokaro West Colllery (TISCO) Hazanbag

** Deshale reject is the product coming out of deshalmg plant. As per the grade declaration
for 2003-04 by TISCO Ltd; the ash content ‘was' 59 90 per cent in the desh'llmo plant
reject. . S
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In nine DMOs it was notrced that 126 lessees in 1 ,304 cases did not furnish
the returns in time. During the perrod between April 1999 and March 2004 the
' returns were submitted with delay ranging between one and 60 months, but no’
penalty was imposed by the assessing officer in any of the cases: Thus, the.
‘ Department failed to impose penalty of Rs- 32 60 lakh for’ delayed/ non
’ submlssron of monthly returns.

The cases were reported to the Department/Government in December 2004
- and May 2005; reply has not been rece1ved (January. 2006) ‘

~Under the BMMC Rules, every lessee or permit-holder is required to submit
“every month, a return in the prescribed form for extraction of minor minerals,
by the fifteenth day of the following month to which it relates. Royalty is

- payable on the total quantity of mineral removed from leasehold area. Further
as per Government notification of July 1998, 10 per cent of dust is generated
from the boulders used in the crusher for productron of stone ch1ps ‘ '

_ Durmg the course of audrt of DMO Sahebganj, it was noticed in September :
2004 that a lessee showed an opening balance of 3,07,986 cft of stone dust in |
the monthly return of September 2002, against the:closing balance of 7,986 cft
*of stone dust shown in the monthly return of August 2002. Hence there was an
" excess exhibition of 3,00,000 cft.stone dust: This indicated crushing ‘of
30,00,000 cft of stone boulders and production of 27,00,000.cft of stone chips
which was suppressed and no royalty was pa1d whrch resulted in loss of -
-~royalty of Rs 19. lO lakh. S

After this was pointed out in September 2004, the DMO, Sahebganj raised
additional demand of Rs 13.61 lakh in February 2005 after.adjusting Rs 5. 49
. lakh already paid in October 2004 Further reply has- not been recerved

~ (January 2006). ’ » .

. The case was reported to Government ‘in May 2005 reply has not been -
- received (January 2006) ' S . . :

Daltonganj, Dhanbad Dumka, Hazarlbag, Koderma Lohardaca Pakur Ranch1 and
SahlbganJ :
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Test check of the records of the":fc_)ﬂlélo.wing/ receiip.t's. conducted: in ,audfif_duri?ng
the year 2004-05, revealed losses/non recovety of re-v.en.ue etc. amounting to. -
- Rs. 110.09: crore in 188 cases, which broadly fall into the f;oliliowﬂi-ng« cat_egor.ies,:

(Rupees in crore)

g:) R Category ; , | - No.of .. Amount 1

. cases.‘ -

| FOREST. R]EC]E]IPTS ]

I | Loss. of revenue due to. departmental lapses- -~ - b 33 ke - 44)

2 i Less. rarsmg of demand. .- R ) . 28.67

; 3 _i:‘Loss of revenue due to.delay, i in: initiation of certlflcate : Tof - 002
4

[ cases: . . { i : L
.| Othercases l I 34.99
i | Total - L o 82 | 68.09:

. ['WATER RATES. - - ' -
| [ Loss of revenue: due: to non: achievement of target of | 32 b 136

"1rr1gat10r’ : R -
) ‘Delay i assessment/non assessment of water rates v L 46 . 37.67
3| Other: cases s | 277
; o N M"]‘I‘r_o,tal‘f:"' S S © 106 . [ 42:00,
, — Gfrﬁﬂdﬂf'ﬂ’btaﬂ; 7 s 11008

T4

‘ ]Dunn0 the year 2004-05,, the- concerned departments accepted loss. of revenue _

of Rs: 21147 crore invelved: in: 229 cases. of which. 119 cases. invelving: Rs: -

- ' 31.37 erore has: been pomted out m audlt durrng 2004 05 and rest in- earlier
years : ~

»In one case: entire- amount. of’ Rs. 12 91 crote: Was recovered after the case was:
brought to; the: notlce of Government. A few 1 ustratlve cases. 1nvolv1ng
Rs: 12: 17 crore are: grven in; the: followrng paragraphs




Chapter— VII: Other Non Tax Recezpts

Under the provisions of the Indian Forest Act, 1927 and instructions issued by
" the Principal Chief Conservator of Forest (PCC]F) Bihar, Ranchi in July 1996,
seized forest produce involved in court cases are required to be disposed off
E rmmedlately after obtaining order of court to, avoid natural decay. Revenue .
realised is to be deposited as per direction of the court.

In four Forest Divisions*, it was noticed between August and October 2004
that in 77 cases timber/katha valued at Rs 35.90 lakh was seized during the
year 2003- 04 and the cases were forwarded to court for ttial. The seized forest
produces were requiréd to be disposed off after obtarnrng orders of “the
Hon’ble Court but no action was taken by the lDepartment to obtain permission
of the court for disposal of seized material; This resulted in blockage of
revenue of Rs 35.90 lakh due to non drsposal of forest produce ‘

After this was pointed out between August and October 2004, the Deputy
- Director cum Divisional. Forest Officer, Palamau Tiger Project Division,
Daltonganj stated that in the above cases the handrng over-of seized materlals
was under process. Divisional Forest Officer (DFO) North Forest D1v1s1on
Chdtra stated that seized materials were berng gradually handed over to the
concerned forest division for dlsposal -DFQ; Latehar stated that necessary
action would be taken while DFO, Dumka stated that action is being taken to
~ get the permrss1on from court. ’

The cases were reported 1o Government in Aprrl 2005 Government in their
reply in October 2005 stated that the respective DFOs have been directed to
seek perrmssron from the court for release of se1zed forest produces

R EVEN SN

.0ss of revenue due to illegal mining operation in forest areas.

~ Under the provision of the Forest (conservatron) Act, 1980 forest land cannot
be transferred for non forest purposes without the prior . approval of
Government of India. In the interim order of December 1996, the Hon’ble
- Supreme Court directed** to cease all ongoing activities within any forest in-
‘any State throughout the country ‘without the prior approval of the Central
Govérnment, in accordance with the Act. Royalty and compensation for the
‘damage of forest produce was also to be realised from the offenders under the

* Chatra Dumka, Latehar and Palamu Tiger Project. .

** TN Godavarman Thlrumalpad Vrs Union of India & others W.P. (C1v) No. 202. of 1995.
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#

provisions of Indian Forest Act, 1927. Government of India, Ministry of
Environment and Forest in the light of Hon’ble Supreme Court’s judgment
entrusted PCCF of the States to delegate powers under relevant acts to all
forest officers for trial of encroachers and completion of proceedings through
summary trials in time bound manner. Further under Indian Forest Act, 1927
the forest officers have already been delegated all the magisterial powers
under the Bihar Public Land Encroachment (BPLE) Act 1956 to evict the
encroachment of forest land.

Test check of records of Bokaro Forest Division in February 2004 disclosed
that 93.906 hectare of forest land was being illegally utilised by Central
Coalfields Ltd (CCL) which was detected by the Department in January 2004
and involved royalty of Rs 3.88 crore and compensation of Rs 7.77 crore for
the damage of forest produce. In contravention of the order of Hon'ble
Supreme Court, the Department neither stopped the illegal mining operation
nor realised the amount of royalty and compensation from the user agency.
Failure of the Department in taking action for eviction of forest land from
encroachment and sending the case directly to the court without exercising the
powers conferred to it under BPLE Act resulted in loss of revenue of Rs 11.65
crore.

This was pointed out in February 2004; the Department did not furnish any
reply (January 2006).

The case was reported to Government (April 2005); reply has not been
received (January 2006).

| WATER RATES |

F i
/

J

[8.4 Non raising of demand due to non preparation of khatiani ]

Under the provisions of Bengal Irrigation Act, 1876 and Rules framed
thereunder as adopted by Government of Jharkhand, preparation of statement
of land irrigated (sudkar), preparation of detailed measurements cultivator-
wise (khesra) and preparation of demand statement (khatiani) is required to be
completed within the stipulated period of 99 days in respect of kharif and 68
days for rabi crops for the purpose of recovery of water rates.

Scrutiny of assessment records of the Executive Engineer (EE), Water ways
Division, Hazaribagh revealed in January 2005 that out of the total area of
33,565.74 acres of irrigated land during the years 2000-01 to 2003-04,
khatiani in respect of 23,559.92 acres of land was not prepared and despatched
to Revenue Division for raising demand and collection of revenue in time.

This resulted in non raising of demand of water rates amounting to Rs 16.49
lakh: '
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‘After this. was pointed: out in ]anuary 2005, the EE Water Ways Division,
Hazaribagh attributed non preparation of khatiani to shortage of staff. The
" reply is .not tenable as priority should have been given for preparation of .
khatiani in the -interest of revenue. Further reply. has not been recerved
(January 2006)

The matter was reported to Government in Apr11 2005; reply has not been :
received (January 2006) : o o »

- Ranchi o ' R i '(Mnkesh?éingh) '

The - o Accountant General (Audit)
: : .B'har]khand
Countersigned

" New Delhi . 7 (Vijayendra N. Kaul)
‘The . o Comptroller and Auditor General of India
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