
REPOR±-OF T E 
COMPTROLLER AND AUDITOR GENERAL 

OF INDIA 

FOR THE YEAR ENDED 
31 MARCH 2005 

(REVENUE RECEIPTS) 

GOVERNMENTOFJHARKHAND 

http:/www.cag.gov.in 



:.,.:...· 

\ 

. ' 



Para2raph Page 
Preface . iii 
Overview iv 

Chapter-I~ General 

Trend of revenue receipts 1.1 1 
,. 

Variations betwe,en budget estimates and actuals L2 3 ' 

Analysis of collection 
! 

1.3 . 4 

Cost·of collection 1.4 5. 

. Analysis of arrears of revenue \ 1.5 5 

Collection of sales tax per assessee 1.6 7 

Arrears iri assessments 1.7 7 

.Evasion of tax -1.8 8 

Refund 1.9 8 

Results of audit. 1.10 9 
Failure of senior officials to enforce accountability and 

1.11 9 
protect interest of Government 
Departmental audH committee 'meetings . 1.12 10 

Response.of the departments to draft audit paragraphs 1.13 11 

Follow lip on Audit Rep.arts - Summarised position 1.14 11· 
., 

Chapter - II: Taxes on Sales, Tirade etc. 
Results of audit 2.1 12 
Irregularities in rec:eipt of goods from outside the State 2.2 13 
Suppression of sales/purchase turnover·- 2.3. 16 
Incorrect allowance. of exemption under CST Act ·2.4 17 -~:~. -_ 

' 
Incorrect deterrriination of gross turnover 2.5 18 -. 

Under assessmentunder CST Act 2.6 18 
Incorrect allowance of concessional rate under CST Act .2.7 20 
Incorrect allowance of exemption - 2.8 21 
Short levy of tax due to misclassification of goods 2.9 21 ·-
Non/shortfovy of additional tax 2.10 22 

~ 

Chapter- III: State Excise 

Results of audit 3.1 23 

Loss of revenue due to nonsettlement of excise shops 3.2 24 
Irregular renewal of licence for wholesale supply of 3.3 24 -
country spirit 

-· Chapter - IV: Taxes on. Vehicles · 

Results of audit 4.1 26 

Review: Working of Motor Vehicles Department 4.2 27 

(i) 



Audit Report (Rfvenue Receipts) for the year ended 31March2005 
It •· S v· H<iStf00 ••• iF ~ ·R · -~~ i"#f# Wf' "·N 95' ·~·- · • i@!· "i •4 'i 

Chapter - V: Land Revenue 
Results of audit 5.1 42 
Non realisation of revenue due to nonrenewal ofleases 5.2 43 
Non removal/ settlement of encroached public land 5.3 44 

ChapteJrc VI: Other Tax Receipts 

Results of audit 6.1 45 
Entry Tax 

Review: Entry of Goods into Locall Areas 6.2 46 
Stamps and! Registiratiollll fees 

Non levy of additional stamp duty 6.3 55 
Short realisation of revenue due to delay in revision of 6.4 55'' 
guideline register 
Short levy of stamp duty and registration fees 6.5 56 
Application· of incorrect rates of stamp duty -and 

6.6 57 
registration fees 

Eilediricity 'Duty 
Short levy of electricity duty due to applic;ation of 6.7 57 
incorrect rate 
Non levy of penalty for hon payment of surcharge 6.8 58 

Chapterc VH: Mineral Concession, lFees and! Royalties 

Results of audit 7.1 59 
Blocking up of royalty 7.2 60 
Non realisation of royalty 7.3 . 60 
Non. levy ofpenalty , 7.4 61 
Short levy of royalty due to suppression. of production of 7.5 62 mineral 
Non/Short levy of penalty for illegal mining of brick 7.6 63 . . . 

earth .' 

Chapterc VUI~ Other Non Tax Reiceiipts 
Results of audit 8.1 64 

Forest Receipts 
Blockage of rev~nue due to non disposal of seized forest 8.2 65 produce 
Loss of revem~e due to illegal mining operation in forest 8.,3 65 areas . 

Water Rates 
\ 

Non raising of demand due to non preparation of 8.4 66 khcitiani 

(ii) 



.. : ~ 

.. 

· This Report for · the y~ar ended 31 March , 2005 has been prepared for 

submission to the _Governor under Article 151(2) of the Constitution . 

.. . ( 

The :audit· of ·revenue receipts of the State Government is conducted under· 
• • •• • • • • •" ••• •• I • •• J 

Section '16 ofthe corn'.ptroller arid .AuditorGeneral's (Duties, Powe;s arid 

Conditions of Service) Act, · 197 L ·This Report:.presents the results of audit of 

receipts comprising taxes ori sales, trade etc., 'state exci~e, taxes. on vehicles, 

land revenue; other tax receipts, mineral concession, foes and royalties and 
-- '·' . .. . ' ' . 

other non tax receipts of the State .. 
. . 

. . . . . : . -

The> ca~es mentioned in this Report are among those which came to notice in 

the. course' of test audit of records during the year'.2004-2005 as well as those . 

. which' came.to notice in earlie~ y~ars but could n~t be~cov'ered in previous 

.Reports'. 
/· . 

.. •.·. 
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[ OVERVIEW ) 

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 I .JO] 

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] 
II. 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 

(iv) 
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and the dealers carrying the business wi thout getting themselves registered 
with the department resulting in short levy/evas ion 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 resulled in short levy of tax amounting to 
Rs 19.07 crore including penalty o f Rs 9. 12 crore. 

[ Paragraph 2.3] 

In one commercial taxes circle, in the case of two dealers, incorrect a llowance 
of exemption on account of transi t sale wi thout transfer of documents o f tit le 
o f goods effected duri ng the movement of goods resulted in incorrect 
allowance of exemption amounting to Rs 9.4 1 crore including addi ti onal tax 
and surcharge. 

[ Paragraph 2.4 j 

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 s ix dealers. incorrect allowance of 
concessional rate of tax on inte r 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 J 2 excise distri cts, non settlement of 227 retail excise shops and failu re of 
the department to run them departmentall y resulted in loss of revenue of 
Rs 24.3 1 crore. 

[Paragraph 3.2] 

IV. Taxes on vehicles 

A review, \Vorking 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] 

• Lo5s of interest of Rs 74.77 lakh due to non in itiation of certificate 
proceedings. 

[Paragraph 4.2.15] 

(v) 
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V. Land Revenue 

In one revenue district, there was loss of revenue of Rs 178.58 crorc 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 ci rcles 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 fa iled 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 fa iled 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 resu lted 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, electrici ty duty was short 
lev ied by Rs 1.48 crore due to application of incorrect rate of duty. 

[Paragraph 6. 7] 

(vi) 
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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] 

VIl. 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] 

VIIl. 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 m non raising of demand of 
revenue amounting to Rs 16.49 lakh. 

[Paragraph 8.4] 

(vii) 



The tax and non tax revenue raised by the Government of Jharkhand during 
.. the year 2004-05, .the State's share of divisible Union taxes and grants in aid 

received ·from Government of India during· the year and·. the corresponding 
figures for the period from 15 November 2000 to 2003-04 are given below: 

'. (Runees in crore) 
SI. 15.11.2000 

2001-02 2002-03. . 2003-04 2004-05 
No tO 31.3.2001 

I. Revenue raised by State Government 
., ' 

" Tax revenue 697.10 1,585.48 1,750.30 1;986.22 2,382.79 

s 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 3,435.24 

n. Receipts from Government of India 
e State's share of divisible ' 582.42 1,603.19 1,702.52 1,979.73 2,366.40 

Union taxes 
• Grants in aid 336.06 454.47 496.82 566.27 858.87 

Total 918.48 2,057.66 2,199.34 2,546.00 3,22527 
Total receipts of the State 

' 

•HI. Government 1,964.17 .. 4,495.02 4,936.78 5,637.77 6,660.51 
(I &H)"' 

IV. Percentage of I to JIU 53 54 55 55 52 

The above table indicates that during 2004-05, the State Government could 
raise only 52per cent. of the total revenue receipts (Rs 6,660,51 crore) and 48 
per cent of n~ceipts· ~ere from GovernmeIJ.t of India. The contribution of 
revenue raised by the State Government to total revenue receipts decreased by 
three percent as compared to the year 2003-04;. 

F0r· details," please see Statement No, H - Detailed Accounts of Revenue by Minor Heads 
in, the: Finance Accounts:. of the Government f.or the. year 2004~05 .. Figures under the Major 

·Heads "0020,.Cmporation Tax",. "0021-Taxes on.Income other, than. Corporation Tax", 
"0028c Other Taxes. on. Income and Expenditure", "0032-Taxes. on Wealth:'~ "0044-
Service Tax", "003'7.'·Cilstoms", 0038-Uniom Excise; Duties" and "0045-0ther Taxes and. 
Duties on. Commodities and Serv:ices" - Mihor Head - "901-Share of net proceeds 
assigned~ to State"' booked in the Firiance Accounts. under "A-Tax. Revenue" have been · 
excluded from "Revenue raised' by the. State" an& included in "State's, share of divisible 
Union; Taxes" in this Statement. 
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1.1.1 Grants in aidl 

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

(Rupees in crnre 

Particulars of 
15.11.2000 to 

2001-02 2002-03 2003-04 2004-05 
31.3.2001 grauts in aid 

Amount Percentage Amount Percentage Amount Percentai!e Amount l'ercentaee Amount Percentage 

Non plan 83.04 24.71 95.65 21.05 42.11 8.48 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 period from 15 November 2000 to 2003-04 are given 
below: 

(Rupees in crore) 

Percentage of 
15.11.2000 increase or 

SI.No. Head of revenue to 2001-02 2002-03 . 2003-04 2004-05 decrease iu 
31.3.2001 2004-05 over 

2003-04 

1 Taxes on sales, trade etc. 584.95 1,238.70 1,366.14 1,601.02 1,881.53 (+) 18 

2 State excise 37.45 100.21 98.51 96.49 145.76 (+) 51 
3 Stamps and registration 

24.83 63.88 82:87 81.75 86.59 (+) 6 
fees 

4 Taxes on vehicles 18.27 86.10 104.91 98.66 130.24 (+) 32 
5 Taxes and duties on 

16.34 57.18 34.70 30.85 36.14 (+) 17 electricity ·-

6 Taxes on goods and 
passengers- Tax on entry 9.18 22.23 . 38.65 53.78 78.19 (+) 45 
of goods into local area 

7 Other taxes and duties on 
3.04 7.20 9.37 6.70 6.87 (+) 3 commodities and services 

8 Land revenue 3.04 9.98 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 year, though called 
for (May 2005) from the concerned departments, have not been received 
(January 2006). 
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SI. 
No 

1 

2 
3 

4 

5 

. ·. )-

· Chapter7I: General 

1.1.3 The details of non tax revenue raised during the year 2004-05 along 
·with the figures for the period from 15 November 2000 to 2003-04 are given 
below: 

(Ruoees in crore) 
Percentage of 

15.11.2000 
increase or 

Head of revenue 2001-02 2002-03 2003-04 2004-05 
decrease in 

to . 2004-05. 
31.3.2001 over 

2003-04 

Non ferrous mining 
and metallurgical 325.16 709.13 802.72 '919.94 937.41 (+) 2 
industries 
Forestry and wild life 4.81 15.70 22.50 21.74 4.51 (-) 79 
Interest receipts 0.08 61.06 96.08 46.65 18.63 (c) 60 
Social security and 

1.38 2.47 5.31 14.02 8.48 (-) 40 
welfare 
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 (-) 5 

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

The variations between revised estimates and actuals of revenue· receipts for. 
the year 2004-05 and the actual receipts under the principal neads of revenue 
are given below: 

(Rupees in crore) 

Variations 
Percentage of 

SI. 
Head of revenue Revised estimates Actual 

increase ( +) variation 
No. receipts 

shortfall(-) (+)increase 
(-) decrease 

0 Tax Revenue 

l Taxes on sales, trade etc. 1,782.47 1,881.53 99.06 06 

2 State excise 125 145,76 20.76 17 

3 Stamps and registration fees 125 86.59 (-) 38.41 . (-) 31 

4 Taxes on vehicles 224.59 130,24 (-) 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 6.87 (-) 1328 (-) 66 
commodities and services 
Taxes on goods and 

8 passengers -Tax on ehtry of 59.62 78.19 18.57 31 
goods into local areas 

(3) 
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ei Non Tax Revenue 
1 Non ferrous mining and 

metallurgical industries 1,010 937.41 (-) 72.59 (-) 07 

2 Forestry and wild life 20 4.51 H 15.49 (-) 77 

3 Interest receipts 89.24 18.63 (-) 70.61 (-) 79 

4 Social security and welfare 13.69 8.48 (-) 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. 

Information from other departments, 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 m crore 
Amount Amount Penalties 

collected at collected for delay Percentage 
Amount Net 

Head of revenue Year pre after in payment 
refunded collection 

of column 
assessment regular of taxes 3 to 7 

stage assessment and duties 

1 2 3 4 5 6 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 
commodities and services 2004-05 1,999.45 24.31 1.08 22.15 2,002.73"" 99.9 

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 different from the Finance Account. Please see 
para 1.1.2. 

(4) 
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The gross collection in respect of major revenu¢ 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 expenditure on collection to gross collection for 2003-04 were 
as follows: · 

'\ 

(Rupees in crore) 

SJ; -· ·! Expenditure Percentage of All India average 

No.· 
Head of revenue Year Collection on collection expenditure on percentage for the .. 

of revenue collectfon year 2003-04 

1 

2 

3 

4 

.. , 

2002-03 1;366.14 12.20 0.89 

Taxes on sales, trade etC. · 2003~04 1,601.02 12.21 0.76 .l.15 
' 2004-05. 1,881.53 16.29 0.87 

2002-03. 104.91 1.91 1.82 

Taxes on vehicles 2003-04 .98.66 1.94 1.97 2.57 

2004-05 130.24 2.32 1.78 

2002-03 98.51 ·. 5.31 5.39 ·. 

State excise· 2003-04 96.49. 5.59 5.79 3.81 

2004-05 145.76 5.75 3.94 

2002-03 82.87 3.78 4.56 

Stamps & registration foes 2003-04 81.75 3.39 4.15 3.66 

2004-05 86.59 . .4.71 5.44 

The above table indicates that the percentage of expenditure on collection in · 
resped of state excise and stamps and registration fees was higher than the all 
India average. · · 

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

il.'' 

.; 
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SI. 
'o. 

I. 
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Amount 
Amount outstandi ng for 

lleads of re,cnue outstanding as on more than fh e 
31 farch 2005 )Cars as on 31 

March 2005 

Taxes on sales, l .36 1.37 l ,063.82 
trade etc. 
taxe on entry of 
good and 
passengers, taxe 
and duties on 
electricity and 
other taxes and 
duties on 
commodities and 

service "' 

(Ru1>ees 111 croreJ 

Remarks 

Out of R 1.36 1.37 crore. demand for Rs 159.89 
crorc wa certified for recovery as arrears of land 
revenue. Recovery of Rs 448.34 crore and 
Rs 57 1.56 crore was stayed by Courts and other 
appellate authorities respectively. Recovery o f Rs 
0. 11 crore was held up due to rectification I revie" 
of applicat ion. Rs 1.36 crore wa held up due to 
dealer I party becoming insolvent. Specific action 
taken in respect of remain ing arrears of Rs 180. l l 
crore though called for (May 2005) wa not 
intimated till January 2006. 

2. ion ferrous 234.68"' "' 106.88 Out of Rs 234.68 crore, demand for Rs 12 1.95 crore 
was certified for recovery a arrear o f land 
revenue. Recovery for Rs 78.29 crore and Rs 2.1 l 
crore was stayed by Courts and o ther appellate 
authorities respectively. Recovery of Rs 16.07 crore 
was held up due to rectification/ review of 
application . Amount of Rs 0.54 crore was held up 
due to dealer/ party becomi ng in olvcnt. Amount of 
Rs 0.46 crore was l ikely to be wriuen off. Speci fic 
action taken in re pcct of remaining arrears of Rs 
15.26 crore. though called for (M ay 2005) was not 
intimated till January 2006. 

mining and 
metallurgical 
industries 

3. State excise 

4. Stamps & 
registration fees 

5. Land revenue 

15.18"'"'"' 

1.43 

0.58 

5.50 

A 

NA 

Out of R 15. 18 crore, demand for Rs 3.66 crore 
was certified for recovery a arrears of land 
revenue. Recovery of Rs 0.66 crore wa stayed by 
appellate authorities. Amount of Rs 0.1 I crorc wa. 
held up due to party becoming insolvent. R 0.23 
crore was likely to be wriuen o ff. Specific action 
taken in re peel o f arrears of Rs I 0.52 crore though 
called for (M ay 2005) was not intimated till January 
2006. 

Specific action taken in re pect of arrears of Rs 1.43 
crore though called for (M ay 2005) was not 
intimated till January 2006. 

Speci fic action taken in respect of arrear of Rs 0.58 
crore though called for (May 2005) was not 
intimated till January 2006. 

Separate dernil s of arrears for each head o f revenue though called for, have not been 
furnished by the department. 

...... Total arrears of revenue as on 3 1.3.2005 is shown as Rs 154.83 crore wherea its breakup 
reflects 234.68 crore . 

... ..... Figures of Ranchi and Giridih districts arc not included in above detail . There is a 
difference of R 4.66 crore between the total arrears of revenue shown and its break up 
as fumi hed by the Department. 

(6) 



6 Taxes on vehicles 127.84"'" 

Total 1,741.08 

"'· !ffffi A 

NA 

1,176.20 

Chaptf!r~I: General 

Out of Rs 127.84 crore, demand for Rs 2.97 crore 
was certified . for recovery . as arrears of land 
revenue. Specific 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. 

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 
furnished by Government (January 2006). 

, .. ' 

(R • I kh) upees nn a 

Year No ofassessee Sales tax revenue 
Reve111iieper 

assessee 

2002-03 49,136 1,44,453 .68 °'""'" 2.94 
2003-04 52,315 1,69,938.10 .. 3.25 
2004-05 55,388 1,96,923.67 ··-:.,. 3.56 

The. above table reveals .that revenue collection per assessee increased from 
Rs 2.94 lakh in the year 2002-03 to Rs 3 .56 lakh in 2004-05. 

The details of cases pending at the beginning 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 furnished 
by the Commercial Taxes Department are as follows: 

New cases due 
Total Cases 

Balance at Percentage Opening for assessment disposed of· Head of revemie• 
balance during 

assessments . during· the end of the of Column 

2004-05 
due 

2004-05 
year 6 to 4 

-- - . 1 2 3 4 5 6 7 
Taxes on sales, trade etc., 
taxes on entry ,of good.s ancr 
passengers, taxes and duties ·011 

electricity and other taxes and duties 
39,846 49,313 89,159 48,745 40,414 45 

on commodities and serviCes 

. From the above it co.uld ,be seen that pendency in finalisation of assessments 
was · 45 per cent under various heads of revenue, resulting in delay in 
corresponding realisation of revenue in these cases. · 

Above details include fig11tes of nine DTOs only. 
"'""'" The. figures fumishe9 by' the Department are different from the Finance Account.Please 

see parag~aph l.1.2. 7 . : .·. • . . . _ · 
I 
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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 raised as 
reported by the department are given below: 

(R . I kh) uoees m a 
Number of cases in which 
assessment/ investigation Number of 

Cases Cases completed and additional cases-

Head of revenue. 
pending as detected 

Total demand including pending 
on 31 March during penalty etc. raised finalisation 

2004 2004-05 
No. of Amount of 

as on 31 
. MarchiOOS 

. cases demand 

Taxes on sales, irade 

I etc., taxes on entry of ' 
goods and passengers, 
taxes and duties on 

53 21 74 44 7.22. 30 
electricity and other 
taxes and duties on 
commodities and 
services 
State excise 1 Nil l 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 solitary pending case. 

The refund cases pending at the beginning of the year 2004-05, claims 
received: during the year, refunds alloW,ed during the year and cases pending at 
the close· of the year as ·reported by the Commercial Taxes Department are 
given beloW,: 

(Rupees in crore) 

SL 
.. ~p. Particulars 

Taxes· on. sales, frade, etc., taxes. on. entry 
. of goods and. passengers, taxes.and duties 
· on electricity and• other taxes ~Jld duties on 
! conm10dities.and:sel'.vices 

+. 

No. of cases Amount 

1 ... · Clai111s qutstanding at the begil1nfog Of the_. year 1,196:'" .. ·14.01 
· 1 Cliiirris received· during the year 

3 . Refunds made during the year 301 
···· 1,f.25. i4.l:O 

. . - . .. . .. . . ' 
. . . . . 

Differs by (-}Rs 3.38 crore in;(-) 5, cai;es from tl1e closing. balance of Rs 17AScrore in 
1,201'. cases asfurnished:earlier·b):' the,d~pa1tment ancLshown in Audit R~port 400'.f-04~ 
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Test check of the records of sales tax, ~and revenue, state excise, taxes . on 
.vehicles, stamps and registration fees, electricity duty, other, tax receipts; forest 
receipts and other non tax receipts conducted during the year 2004-05 revealed 
underassessment/ short levy/loss ofrevenu~ amounting to Rs 1,I00.08c~6re in 
31, 114 cases. ·During the year, 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)6 crore had .been pointed out in audit during 2004-05 
and the restin earlier years and recovered Rs 0.02 crore at the instance 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 received in 
remammg cases. 

) . 

Audit ob~ervations' on financial irregularities and defects in initial r~cords, 
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 
reports (IRs) for prompt action. The more important irregularities are reported 
to the heads of departments and Governrhent for · initiating immediate 
corrective action. Besides, half yearly reports of such observations outstanding 
for more than six months are forwarded to · Government to expedite their 
settlement. 

IRs issued upto December 2004 disclosed 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 1,284 IR;s 
issued between 1980:..81and 2002:...oJ. · 

. Department wise break up of IRs. and audit observations.·outstanding as on 
30 June. 2005 is given: below: ·· · 



Audit Report (Revenue Receipts) for the year ended 31 March 2005 
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Position of !Rs issued npto · Position of !Rs in 
December 2004 but not settled at Year to . respect of which first 

SI. 
the end of June 2005 which reply not received 

No. 
Department Revenue head earliest Earliest 

Money value pending ms year to 

l 
2 

3 

4 

5 

6 

7 

8 

ms Paras (Rs in crore) relate I Rs which IR 
relates 

Revenue Land revenue 1,550 4,558 254.47 1980-81 890 1980-81 
Finance Taxes on .sales 

495 5,715 767.05 1982-83 101 1982-83 
(Commercial trade etc. 
taxes) Minor taxes 169 284 42.64 1984-85 50 2001-02 
Excise & 

State excise 214 1,137 41.49 1985-86 37 1985-86 
Prohibition 

Taxes on· 
268.30 Transport 

vehicles 
215 1,973 1980-81 51 1980-81 

Non fenous 
Mines & mining and . 349 3,149 800.34 1980-81 44 1983-84 
Geology metallurgical 

industries 
Water 

Water rates 200 265 182.23 1981-82 19 1981-82 
resources 
Revenue Stamps and 
(Registration registration 179 372 22.10 1990-91 23 2002-03 
Department) fees 
Forest & 

Forest receipts 342 484 556.67 1984-85 69 1992-93 
Environment 

Total 3,713 17,937 2,935.29 1,284 

The above position was brought to the notice of the Chief S~cretary 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 approptiate response to the audit observations, action against 
officials/officers failing to send replies to !Rs/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 outstandillg 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 ffom 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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audit committee meetings, which were held between May .2004 and January 
2005_ in which 229 paragraphs involving 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 corpmunicated 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 indicated at the end of each 
paragraph included in the Audit Report. 

· 29 paragraphs including 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 arid 2000-01 
(Revenue Receipts) were under discussion and a review m~etirtg in respect of 
Audit Report2001-02 was held in the Public Accounts Committee (PAC) of 
Jharkhand during 2004-05. Accordingly, the Chief Secretary, Government of 
Jharkhand issued (August 2004) instructions demi officially to all the 
departme1itaLsecret.a_1j.es 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 in the paragraphs. 

·PAC Jharkhand presented two reports to the St~te Legislature on 31 December 
2004 related to one para each of Audit Report 1999-2000 and 2000-01 

. (RevenueReceipts). 
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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: -

(Runees in crore) 
SI. 

Category No. ofcases ·Amount 
No. 

I 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 70 21.00 
5 Non/shmt levy of additional tax/ surcharge 37 1.74 
6 Annlication 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 I 

05 0.07 
mistake in computation 

9 Other cases 225 30.05 
Total 701 ].00;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 crore 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 effect of Rs 47.34 crore are given in the 
following paragraphs: 

(12) 
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Under provisions of the Central Sales Tax Act, 1956 (CST Att), read with the 
Bihar Finance Act, 19ln. (BF Act), as adopted by Government of Jharkhand, 
goods are received by a dealer of Jharkhand frmh outside th~ State either on 
purchase after payment of tax at the rate of four per cent by issuing declaration 
in form 'C' or on stock transfer :from any place of his business or his agent or. 
principal or otherwise, without payment of tax by issuing the declaration in 

·form 'F' /sale notes.to sµbstantiate the Claim. However, on sale of such goods, 
· tax is Ieviablein State af the rate specified under the State law, unless the 

goods were specifically exempted from the levy ()f tax. 

Instructions issued in February 1986 and August! 990 by the Commissioner of 
Commercial Taxes (CCT), provide that the purchasing/transferee dealers shall 
obtain, from the prescribed authority, declarationB in form 'C' or 'F' aq.d issue 
the same againstpurchase/receipt of the goods only if the forms are fully filled 
in and signed by the dealer, the maximmn 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 an.ci the 
goods are sold and information regarding realisation of tax is noted in the 
register/assessment records. The· purchasing/transferee dealer shall retain the 
counterfoil .of such form and furnish the detailed account of receipt of goods 
. against them. · . · · 

Cross verification of data regarding receipt/purchase of goods collected during 
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 dealers/manufacturers in 14 commerdal taxes circles"' (Circles) of 
Jharkhand revealed suppression of sales/purchases, use of unauthorised form 

. and dealers carrying the businesses. without getting themselves registered 
having a tax effect of Rs 6.77 crore including penalty as discussed in the 
following paragraphs: 

2.2.1 Suppression of sales turnover 

Under the provisions of BF Act read with CST Act, every registered deale~ 
shall furnish a true and complete return in respect of all transactions, failing 
which and i_f the prescribed authority is satisfied that reasonable grounds exist 
to believe. that any turnover of a dealer has :escaped assessment_, the said 
authority may, within eight years fr<;>m 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 ,p~y,, .. by;.,way ·pf 
penalty, a sum not exceeding three times but not less than amo~~t.:equfx~fef1t 
to the amount of tax assessed on the turnover which escaped taxa~io~. -··· ;; . '· 

Adityapur, Chaibasa, Chakradharpur, Deoghar, Giridih, Hazaribag; Jamshedput;:.Katras, 
Palamu, Ranchi South, Ranchi Special, Ranchi West, Singhbhum and Teriugha,t:·, ;:'}f· ···· 
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Cros. verification of as es. ment records of 29 dealers in eight circles ... with 
the records of 48 manufacturers/dealers of six States revea led that the dealers 
purchased goods valued at Rs 32.2 L crore during the period 1999-2000 to 
2003-04, against declarations in form 'C' or by transfer again. t declaration. in 
form 'F'/ ale notes/invoice. from manufacturer, /sell ing dealers but accounted 
for goods valued at Rs 18.8 1 crore in their books of account. The assessing 
authority while finalising the assessments between October 2000 and March 
2005, however, failed to detect the uppre. sion of turnover va lued 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 wa pointed out. the Department stated in June 2005 that the cases 
would be reviewed. 

2.2.2 Evasion of tax due to use of wumthorised declaration forms 

Cross verification of assessment records in fi ve circles ...... wi th the records of 
seven manufacturer /dealer of three State revealed that the dealers did not 
account for in their book 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 
eva ion of tax of R L .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 
Lo believe that a dealer has wi lfully concea led 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 in truction i. ued 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. 

• Cro s verification of purchase/receipt of goods from eight 
manufacturers of Andhra Pradesh and West Bengal revea led that in 
Singhbhum and Jamshedpur circles, four dealers reflected the value of good. 
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 ca es 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. Ha1aribag, Jamshedpur and Ranchi South. 
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o Cross verification of ·purchase/receipt of goods from four 
manufacturers of West Bengal and Delhi revealed that in three· circles+ five 
dealers hadreceived during 2001-02 and 2002-03 goods valued at Rs 56 lakh 
against decl.aration 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. pointed out, the Department stated in June 2005 that the cases 
would be reviewed. 

2.2.4 Sale to unregistered dealers/ dealers with fictitious numbers 
and.consequent non levy of tax due to lack of marketsurvey 

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 r~gistration certificate. Failure to apply 
for registration 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 April to June every year to unearth unregistered dealer~ 
for registering them under the Act and to a~certain whether any class of . 
dealers has escaped liability 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 circlesu 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 durjng the period between· i 999-2000 and 2002-03 and 
consequent evasion of tax amounting to Rs 46.35 lakh including penalty of Rs 
11.81 lakh. 

After this was pointed out, the Department stated in June 2005 that the matter 
would be eX,amined. · · ·· · 

The cases were ~eported to Government in June 2005 and discussed in October 
2005; reply is aw_aited (January 2006). 

"'" . Katras, Palamu and Ranchi South. 
° Chaibasa, Chakradharpur, Ranchi Special, Singhbhum and Tenughat. 
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Under-the BF Act, read with the: CST Act, if'1he ·prescribed authority has 
. reason to believe that· the dealer has· concealed, omitted :or .failed to. disclose. 
wilfully the particulars of turnover or.-has fur~ished incorrect particul~rs of 
sµch turnover, the said. authority shall assess or.:reassessthe arrtoimfofctax du'1< 

· from the dealer fo ·respect of such -tµmover. and .shall direct the dealer tO pay; 
besides. the tax assessed on escaped tur~over; penalty hot exceeding three 
tiII1eS but riot Jess than an amount equivalent {o, the. am.6unt ·Of tax on the 

. escaped tu~novei-. 

In seven circles, it was noticed froritthe assessnibntrecords assessed between. 
April 2001. and July_· 2004 an{! utilisation certificate~ of ·declaratidti forms+, 
trading a~count, annual audited accounts etc. _that 24 dealers. purchased/sold 
goods valu~d at Rs 656.28 crore cturing the year~. between 1997-98 and· 
2001-02. Howev~r, the dealers. filed tlieirreturhs for Rs:509.09 crore only 
which were assessed as such by the assessing· at1thorities .. Thus, the dealers 
concealed· tllrnover of Rs 14 7.19 crqre having a tax effect of Rs 19.07 trore~ · -. 
Failure· of Jhe Departme~t to _cross e~amin~ the~ documents of the dealers 
available with .the. Department with the returns filed· by the dealers resulted in 
short. levy of tax of Rs· 19: 07 crore incltrding penalty as. getailed below: 

Name of circle' 
No .of dealers 

Jamshedpur · 
4. . 

Ranchi West 
2. 

Adityapur 
10 

Period of· 
assessment:-. 

Month/ Year llr 
ass.essment 

Between.! 999,2000 
& 2000;01 

. Between July 200:2 
and Jul 2003. · 
2000~01 and 

20CJlcQ2 ··· 

August and; . 
Se tember 2003 

Betweerfl999,2000 
and 2001-02 

Between f\priL200 l 
·. a:nd June 2004 

Between 1997c98 
Bokaro. & 2000,01 

4: Between.June· 2QO l 
· and March 2004 

. . . . - •. . . 200 J·-02 . Smghbhum' .. · . .__. ·.,. - •• -.. --.-. · ,., 
i .. · : Between:September-
. 2003 anc\;Jul . 2004 

- . 

Commodity · · 

Excavators, spare parts.of . 
·~xcavators, scrap; c;oaLtar, .. 

. anthracine oil, stack coli!, .. : 
' sofiwa;e earn in "S ·.' . ' 

Hire .charges · 

· Lubricant, auto.parts; 
·· rnot6r. parts, steel-ingots, 
. autoniobiles, auto mbber . . 
part~; ·aluminum and ~on . · 
ferrous, hardvJare, empty. 

: bottles, paper, plastics: . 
iron, attil, suji.maida . 

. Detergent cak~l po~d~r. 
, H.P: naphthalene; paper; 

profit on sale of assets:. 

• Railway concrete ;le~jl~~ 

-Jamsiiedpur-'' 
Urban, 

· • 2000:01 · ._ Audichvalve, ;veldingr~d; 
1: 

-RanchLSpecial; 
I . 

·· ·Jul_}'.2003• spare[Jarts 

.. · 1999-2000 . . . ' 
. & 

2000
,
01 

•Home appliance, 
. September: 2002 and ' stationery~ ujaala (fabric: 

: whitener} 
D.i:cember,2003 

·1'otat ' 

"'· FormIX~ IZ~andiroad,per:mits: · 

Actual s_alc/ 
. purchase· 

Purchase/sale· 
. accounted for 

5SLiI 
429:56 .. · .. · 

7.24 . 
NIL 

51.02 •... 
43.29 

19.10 
14.55 

14.84:_ 
-IL61 

.. 
5.22. 
3:39 .. 

7.75 •. , 
6:69-' 

656;28(· ·--,.· 
.509;09 

.. 

Amount 
concealed 

.12L55 . 

7.24 ·. 

-.7:73•; 

4.55 :· 

•· 
3:23 

t47i19 

. . . 

(Ru ~es in crore) 

. Amount 
.IJftax . 
Penalty· 

0.72 
. 0,66 

:>- '. 

0:67 
0,63' . 

·0.45 
0:41 

0;32· "'• 
Q:-32 

'0:18 
0:17 

0.10 . 
o.m 

9:95 
. 9:121 

To'tal 

14.34 

1.38 

L30 

0:86. 

0.64 

0:35 

0;20 

i9:07 
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The cases. were reported to the Department/Government between June 2004 ·· 
and January 2005; reply is awaited (January 2006). 

@ 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 
documents of title .of goods during the mqvement of goods and such 
subsequent sale should also take place during the same movement occasioned 
by the previous sale subjed to furnishing of declarations C and EI. It has also 
been judicially held.;. .that .a: transaction between the contractor and ·contractee 
is a sale within the State, only if, executed in pursuanHothe contractbetween 
the two parties within the same State. · 

In Bokaro circle, it was noticed in August 2004 :that in -case of two contractors 
exemption of tax 'on supply ·of electrical and :unspecified goods valued at 
Rs 76.99 -crore made during the 'period between · 1995-"96 · and 199'./-'98, 
assessedfreassessed ·:between March 2001 :ancl November 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 iri view of lheabov~judicial pronouncement as .no 
transfer •of ·d6cuments ·of title of goods was effected ;dming :the mo¥ement ,of 
goods. Thus., incorrect •grant of .exemption .resrilted in underassessment 10f tax. 
•of Rs '9A1 crore including additional tax :and 'surcharge. 

After this was ·pointed outin .June and September 2004, the iDepartment:s:tated 
in March and June 2005 that exemption was correctly allowed. The :reply of 
:the Department is •n0t :tenable as -there was .no proof of .transfer -0f .documents 
of title of goods effected during the movement .of goods and in the light -of 
above judicial pronouncement the transaction was liable to ;tax :as intra .State 
·sale. Further reply has .. not'beenTeceived (January 2006). 

The matter was reported to Government in J.tine 2005; reply-,has not :been 
received ;(January 2006)~ . 

, , . I 

® By ~a notification :issued in May 1996 ·under provisions .of CST Act, 
· · Government allowed exemption from!Jevy nfCSTon sa:le-of{iriiShed goQds in 

·course ·.of inter State trade or commerce for a s.pecified ;period pro:V,ided that 
:such transaction.wasmot:contrary :to <the ;pro.vision ·of CST Act. The·.Actfurther 
provides that such sa:Ie js :required to :be supported .by deelaration forms, . 
,other.wise :tax is 1eviaJ:ile :at twice -the rate :qpplicable in .. the State in case of 
declared ·goods .and :in ;Other cases at !the :rate (Of ilO per cent ;or at the :rate 
'applicable 0in :the 'State, \Whichever :is ;higher. · · 

In two '.cirdles .A.aityaplir :and 'Deqghar, jt was :noticed :in D.ecerriber 2003 .and 
"December 2004 that :the dealers 'Were :granted .exemption 'from 1evy of tax .on · 

"'" :sundaramJndustries iVrs•State.cifTamil:Nadu:(l.992)'86'STC,.554\(Mad). 
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· 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 supported by the prescribed 
declaration in Form 'C' which was in contravention of the provisions of the 
Act. The inc01Tect allowance of exemptio'n resulted in non levy of tax of 
Rs 75.56 lakh. 

This was pointed out between December 2003 and December 2004; the 
Department did not furnish any reply (January 2006). 

· The cases were reported to the Government 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 le:vy 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· J amshedpur 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 incorrect.· 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 (January 2006). 

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

. . 

(.!) Under the CST Act, on the inter State sale of goods (other than 
declared goods) which are not supported by prescribed declaration forms, tax 
is leviable at the rate of 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 
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SI. 
No 

1 

2 

3 
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Chapter-II: Taxes on Sales, Trade etc. 

held,f. that additionaltax 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 six 
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 (including 
additional tax and surcharge) as detailed below: 

upees m a l (R . 1 kl) 
Name of Period of Rate.of 'fax and circle assessment ·Commodity Value of 

tax 'fax 'fax- additional tax Number of Month/ Year . goods leviable levied 
dealers of assessment (per cent) short levied 

Between Body of bus/ 
271.80 

. 
27.18 10 - 27.18 

1999-2000 & truck 

Adityapur 
2001-02 . Rolls special 

8.45 Between casting ring 211.30 8 16.90 8.45 3 
April 2003 belts 

&June 2004 Motor .. -· 12+AT+ 
.. vehicles 

962.53 
SC 

132.00 38.50 93.50 

Singhbhum 1999-2000 . . Electrical 
657.66 12+AT+ 94.91 78.92 15.99 

2 January 2004 . goods 
. : SC 

Paints 426.24 61.52 51.15 10.37 

Ranchi East 1999-2000 
. Battery 15.84 10 . 1.58 . 1.58 

1 May 2001 
-

Total 2,545.37 334.09 177.02 157.07 

After this was pointed· out between March 2003 and December 2004 the 
Department stated that the cases would be examined. Further reply has not 
been received (January 2006). · 

® Under the provisions of CST Act read with 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 exp9rt out of the territory of India 
provided the sales were substantiated by documentary evidence. According to 
orders issl}ed by Government in March 1986 and August 1991,_for exemption 
from levy of tax on sale taking. place iri the course of export to Nepal, the 
transaction must be supported apart from other evidence, by bills of export 
granted by the customsofficials of India. 

In Singhbhum circle, itwas noticed in September 2004 that in.case of a dealer, 
who was assessed for 2000-2001 in January 2004, out of total clairp of export 
on sale of goods valued at Rs 12.91 crore to Nepal and Bangladesh, exemption 
from levy of tax on export sale 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 85.921akh including additional tax and surcharge. 

"' DCCT Vrs Ayasha Hosiery (1992) 85 STC 196 SC . · · 
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After this was pointed -out in September 2004, the Department stated in 
September 2004 that the cases would be examined. 

The cases were reported to Govemment)n June)005; reply has not been 
received (January 2006); 

Under the CST Act and the Rules ·framed thereunder, a dealer claiming_ 
exemption from tax in respect ofinter State trade or commerce effected by a 
transfer of documents of title of such goods during th~ir movement from one 
state to another, shall furnish to the assessing authority prescribed declaration 
within prescribed· time, in support of such subsequent -sales. Submission of 
declaration· form 'EI' and 'C' is mandatory in case of any. subse,quent sale . 
made in course of movement of goods from. one state to anqther and no 
exemption shall be allowed if the sales are not supported by the prescribed 

. deelaration form. It has. been judicially held..i.; that subsequent sales made by a 
dealer in course of movement of goods to registered dealer of the same Sta_te · 
were taxable as sale within the State in absence of declaration form EL 

In Bokaro circle, it was noticed in August and September 2004 that the claim 
rriade 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 percent on the basis of fom1 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 concessional 
rates resulted in underassessment of tax amounting to Rs 1.04 crore. 

After this. was pointed _out in August and Septe1llber 2004, the Department 
stated in September 2004 that the dealer effecting sales who 0failed to obtain 
prescribed certificate shall be liable to pay tax under CST. The reply is not· 
tenable as the dealer is liable to pay tax a~ the rateJeviable in the State in view 
of the above judgment. · · 

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

Ramudu Chettiar Vrs State of Madras (1968) 22 STC 283 Madras. 
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Government of Bihar, Finance (Commercial 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.submission of form. 'Gaa'. 

In Jamshedpur urban-_eircle, -it was noticed in July 2003 that the .assessing· 
.. ··· .auth6rity.whilefinalisi11g·;asses~pient .for:the year 1.998:..99 dµring March 2003 

disallowed the sale of raw· materials to SSI unit valued at Rs 6 .. 34 crore out of 
total exemption of Rs 68.03 crore claimed by the dealer as the same wa,s not 
supported by prescribecj. declaration forms and determined · turnover of 
Rs 64.85 crore as tax free sale instead of Rs 61.69 crore; This resulted ih 
incorrect allowance of exemption. of turnover of .Rs 3.16 crore and 
underassessment of tax of Rs 12.62 lakh. 

After this was pointed out in July 2003,,, the Department stated in August 2003 
that the case would be reviewed. Further replyhas not been received (January 
2006). ' ' 

The mattei: was reported to Government in June 2005; reply has not been 
received (January 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. H has· been judicially held~ that 'cast 
iron casting' does not fall under the definition of term 'iron and steel' 

_, 

Jn Dhanbad urban circle,;.it·.wasmoticed in October 2004 in.case of a dealer 
· th<;tt on sale of cast irori 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 lev:y of tax amounting to Rs 41.14 lakh due· to 
misclassification of goods. 

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

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

Bengal lion Corporation Vrs CTO (1993) 90STC47(SC) 
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( 2.10 Non/short levy of additional tax ) 

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

In Adityapur ci rcle, it was noticed between October 2003 and December 2004 
in ca e of two dealer that exemption from levy of sales tax on ale 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 addi tional 
tax was levied. Further, in ca. e of another dealer, during 1998-99 (as es ed in 
July 2003) additional tax though leviablc on turnover of R. 8.13 crore was 
levied on Rs l .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). 
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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: 

(R upees m crore · 
SI. Category 

No.of 
Amount 

No. cases 

1 Non/delayed settlement of excise shops 233 10.39 
2 Non realisation of licence fee 63 2.06 
3 Undue financial benefits due to unauthorised 

3 0.03 concession 
4 Other cases 998 .. 26.71 

To tali 1,297 39.19 

During the year 2004-05, the Department accepted underassessments etc., of 
Rs 25.87 crore involved in 824 cases which had been pointed out in audit 

·during 2004-05. 

·A few illustrative cases involving tax effect of Rs 24.66 crore are given in the 
following 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 bidders, shops are to be run departmentally in accordance 
with the Government of Bihar instructions of June 1995. 

In 12 excise districts:.i., 132 country 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 th.e 
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 price and 
minimum:guarahtee quota fixed by the Department 

·After this was pointed out between May and November 2004, the 
.· Superintendent of Excise (SE), Chaibasa stated in May 2004 that proper action 
would '.be taken for settlement of·shops in foture. 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 r~ply 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 ortorun them departmentally.· . · · , . : 

The -cases were· reported tq Government.in April 2005.; reply has :not :been 
received(Januaiy 2006). 

~:E~i;'.t!~~-~?_•.·.·_._ .. r_;~·f~~~~:~~~r~}~§tt~~~~!~~~,~~~~~i~~w~~;¢~~~1~~ 
-·· .:--"-· .. .... .- __ ·:···~-:- '::.~--·- ···:<F:~-~:.°'\;,~~~~· i-~~.··: ~~;·~~_.':~:.::· :·.· _. ···._:..~,_·:·;.·::,;/;... :,-· .. i'.2~\; · ·'-··.{L,,·-~ .~,7o 

The B:E Act, provides for sanction of grant for exdusive 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 1icertces for wholesale :supply of country ·spirit "in sachets :are to 
he renewed after payment of all previous dues ·and the excise office is to keep 
wateh over this. Failure to ·ao so will ·cause cancellation·.of :licence, forfeiture 
·ofsecuiity ·deposit and ·impo·sition ·of :pena1ty to the extent ofloss sustained 'by. 
'Government ·and the ·same is to be recovered as 'Public demand under Public 
Demand Recovery Act, 1914: (PDR Act). 

Scrutiny ·dfrecords of :SE, Durtika cum Jamtara, :re¥eaJed !in Septerriber 2004 
. lthat penalty of 'Rs 34.79 'lakh was 'imposed ;by ~the <Commissioner ,of :Exeise 

. .,. 
Bokaro, -Ghaibasa, '.I%anbad, Dutrika-'tum-:Jamtara, 1Gurrila -<:um- . :simdega- ·cum-
1D.ohardaga, O:Giridih, Godda~ iHazaribag,.'Jam-Shedpur, iFalamu~cum~Garhwa"cium- iLatehar, 
'Rarichi:ani:l'.Sahibgauj~aum.iPakur. · 



Cliapter~TJL<State' Excise 
. S!W5!!iffiP+ P MW ;pp &ft"*".~ q,AMR!· & • 

. . 

(CE) on a sachetting; c:on.tractor who was granted ex~l'usive· privilege· with: the· 
direction to renew the licence afterrealisatiem of the penalty. However;. the 

. licence for wholesale supply · of country spi1.1it for the year 2(iJ03'-Q4. was 
ren~wed: for; :ID.umka, and, Jamtara. districts. in· April 2DOil without realisatiOn of 
l?enalty. T.his:. re,sultedl ih: irregular renewah o:fr licence: without realisatiOn, of 
penalty amounting to Rs 34'.79 lakh. 

The ·matter· was pointed; out: to :Oepartmenti@G>vernment in, September:: 2004: 
and' Aprit 2005; reply has not been· received' (January 2006)• 

,. 
' 

'r.:: 
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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 
following categories: 

(R upees m crore 
SI. 

. Category No; of cases Amount 
No. 

1 Non/short levy of taxes 11,620 0.11 
2 Short levy of taxes due to wrong . fixation of seating 

04 
0.01 

capacity/ RL W 
3 Other cases 2,884. 10.28 
4 Review on "W orkirng of Motor Vehicles Department" 01 27.19 

Tofal 14,509 37.59. 

During the year 2004-05. the concerned Department (lccepted under 
assessment and other irregularities in 896 cases ~nvolving 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 Review on W oirking of Motor Vehides Department involving Rs 27 .19 
crore is given in the following paragraph: 
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Highlights 

l~~~~~lilrl11'1ll,1llf~1· 

4.2.1 Introduction·· 
. . 

Motor.Vehicles Department was established in.1972-73 in the State {erstwhile 
Bihar State) under the provisions of the Motor Vehicles Act, 1939, replaced by 
the Motor Vehicles Act, 1988, (MYAct). The levy and collection of tax and 
fee in. the State is governed by Bihar Motor V~hicles Taxation (BMVT) ·Act, 
1994, and Rules made .thereunder .and Bihar Motor Vehicles (BMV) Rules, 

· 1992. Th~ national permit scheme was introduced by Government of India in 
Septem~er 1975 under the provisions of MV Act, with a view to promote 
natiori wide smooth operation of goods carriage by roads. On creation of State 
ofJharkhand with effect from 15.November 2000, the existing Acts, Rules and 
executive instructions' of the State of Bihar 'were adopted by the State of 
Jharkhand. 

4.2.2 Organisational set up 

At the apex level; the State Transport Commissioner (STC), Jharkharid is 
responsible for administration of the Acts and Rules in the State. He is assisted 
by a Joi11t Transport Commissioner at the headquarters. The state has been 
divic;led into four regions""' arid 18. transport districts, which are controlled by 
State Transpg.rt Authority. (ST A) in the state, ,Regional Transport Authorities · 
(RTAs} apd District Transport Officers. TheY: are assisted by motor vehicles 
inspectors (MVIs) who' a:ie authorised to inspect the vehicles and also issue 
certificates .Of fitness to ~ransport vehicles. 

Dumka, Hazaribag,- Palamu and Ranchi. 
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4.2.3 .A~udit ;Objectives 

A review on the working· of Transport J?epartrnent was conducted with a view 
:to .ascertain whether: 

0 the provisions of laws and. rules and departmental instructions· were 
enforced to safeguard the revenue of'Government; 

·@ internal control measures :as mentioned in the Act ·and 'Rules were being 
fo1lowed. 

-4.2A Scope vfau.dit 

With :a view to ascertain the efficiency and ·.effectiveness of the Ttanspott 
Department in •ensuring levy/collection •of the tax/fee in accordance with the 
;provisions of the Act:/R'uies, ·a test 'check ·of •relevant records uf STC office, 
Ran.chi, tw0• •out ·Of four RTAs and in;i.~ out :of 18 District T~ansport Offices 
{D'fO) for the years 1999~2000 to 2003...:04 was 'conducted between October 
2004 and April 2'005. The ·cases which came to notice in five DTO;i.~;.i. in ;audit 
during the year are also incorporated in this tepott. 

4.2.5 Internal control 

e D'epartinental Manual 

In ·order '.to keep a watch •on various :aspects of functioning of Matot 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 arty :manual in the Department, the. control 
which was required to be exercised and its efficacy could not be examined by 
audit. , 

Non maintenance of registers 

© Non maintenance of demand, collection and balance register 

. '~~.~. Under the provisions of the BMVT Rules, every taxation officer 1s requited 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 L October and 31 March. 

"'" Hazaribag and Ranchi. 
u Bokaro, Chaibasa, Chatra, Garhwa, Giridih, Gumla, Jamshedpur, Kodetma, Palamu and 

Ranchi. 1 

.i.u Deoghar, Dhanbad, Dumka, Hazaribag and Lohardaga; 
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; i* s &· .. --
fo 1-3 DT0sir-., =it wa:s ;notiCed 'tha't 'no DCB Register was tnairitained. This 
shows :{hat :there :is no effedive ·coiiftol 'Oh ;{he 'taxes 'due 'for cdileetidil, actually 
collected and balance; Consequvtitly, DTOs did not have details Of the exact 
'nutnber 'Of 'defaulting 'vehicle~~. the amount of arrears . to be coiiected and :the 
:year w. isehre~k up· 'o'f:arte~rs. 

c 1-"':ttt· -

' - . _· 

After ·this was .. pointed out, Government stated in ·ottober 2oo5 that distl'ict 
. transport ·officers have been insiiutted to mtfintain :the :rbgist,er. 

·9 . · .fj:on.ccompletion ·oj:taxatio~-'.register · 
. ~ - - .. _ .. ·.,,- . 

Undef:rhe provisions of the BMVT Rules, every taxing officer shall rriain:tain a 
tax:ation register for ·each transport vehick:plying in the state in Form M. Each 
vehicle will have a separate page ·earmarked for it .and entries .relating to 
payment of tax, e~emption I refund :of taxes, ff ·any, ·ate made jp th~:.regi_ster. 
STC Brhar 'clirected a1·1 D'f()s 1n March '.2000 to update the taxati9:ii ie'gister 
:witMn irweek. · 

In seven DTO.s;y,"". and STC -Jharkhand., it was noticed that upci'a:te ·entries 
regarding payment of :taxes have 'not been inade in the taxation registers in 
tespeet o'f tra'risport vehicles plying ·in. the, State. As such, the :position 
regarding :payment ·Of taxes by tfanspo·rt v~~ides ·could not be ascertained. 

After this wa:s -pointecl out, Government stat~d in October 2005 that district 
transport officers have been instructed to maintain the register. 

e Non ma1titenitni:e o{iitink draft regisler 

As pet the Bihat Financial Rules, -all transactions must be brought to. account 
without 'delay and should be ·credited to public account. A bank draft register 
containing receipt of bank drafts, permit nut;n:bers, nurribet afrcl date of bank 
draft, amount, period and name Of state is requfr~d to'l?e maintained. 

. . . - .. ' . , 

.. tn STA, Jhatkhand it :was notic'ecl that no bank draft regis'ter \Vas maintained 
:showing the mimber of permit, date of receipt of bartk drafts, amount, name 'Of 
State ftoiri where bank drafts were received atong\vith date 6f their :dispO-saL 
In absence bf this, the number ·of drafts received and actually depO'sited in 
banks could not be ascertained. This indicated a total lack of ~htemal co'ntfol 
relating to receipt and deposit Of.bank drafts. 

After this was pointed out; STC <stated that the above register would be 
.. maintained in future. 

"'" Bokar6, Chatra, Chaibasa, Dha'nbad; Garhwa, Gfridih, Glim.la; Hazaribag, Jamshed~ur; 
kodefma, Lohai:daga, Palamli and Ranchi. · · 

"'""'" Bokaro, Dhartbad; Giridih, Hazarib~g, ·Jamshedptir, Palamli al)d RanchL 
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@ Internal audit 

· Internal audit is generally defined as control of all controls to enable an 
organisation to assure itself that the prescribed systems . m;e functioning 
reasonably well. The audfr wing of the Finance Depart}nent works . as an 
internal auditor of all departments of the State Governrnent · including 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 creditto the Consolidated Fund ·of the 
State.· 

Test check of records of IO DTOs"", revealed that internal audit of the receipts 
of motor vehicles taxes was not conducted in any of these offices during the 
years frorri 2000-01 ~o 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 ()f taking remedial action. 

ei 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 
Government account has been properly accounted for, reconciliation between· 
departmental figures and those booked in the Accountant General (A&E) 
office is required to be done regularly. 

-~. . 

From information furnished by the STC, Jharkhand, Ranchi it 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: 

(R.uuees in crore) 

Year 
Departmental Figure a:s per 

Difference 
figure Finance Accounts 

15.11.2000 to 
29.61 18.27 (-) 11.34 

31.3.2001 
2001-02 97.11 86.10 (-) 11.01 
2002~03 116.12 104.91 (-) 11.21 . 
2003-04 129.58 98.66 (-) 30.92 
To tall (-) 64.48 

The department failed to reconcile the discrepancy during 2000-01 to 2003,04. 

Bokaro, Chaibasa, Chatra, Gumla, Garhwa, Giridih, Koderma, Jamshedpur, Palamu and 
Ranchi. · · 
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After this was pointed out, STC Jharkhand stated in April 2005 that the work 
of recondliation would be entrusted to some responsible officers. STC further 
stated in October 2005 that since a huge amount was involved,' the matter was 
being investigated at Government level. 

® Non furnishing of information by RO 

The PDR Act read with Rules made thereunder and the Board's instructions 
provide for furnishing by requisitioning officer (RO) correct addresses of 
defaulting vehicles owners againstwhom certificates are to be enforced by the 
certificate officer (CO}t9 enable him_ to institute certificate cases. 

Test check'of records of three ROs revealed that the Cbs had asked for certain 
details such as p~esent ad.dresses, the name of successors' of defaulters and. · 

· details of properties of these debtors etc. from the concerned ROs in respect of 
133 cases involv.ing Rs 73.92 lakh during the period from January 2001 to 
January2005. 

(R I kl!.) upees m a 
SI. NameofROs 

Period during.which information ·· . Number· Ainount 
No. -- sought for by COs.; 

I. Hazaribagh January 2001 & January 2004 19 15.49 
2. ,Iamshedpur January 2004 & January 2005 6 18.59 
3. Palamu . .. December 2002 & January 2003 108 39.84 

1'otall 133 73.92 

The information ca,lle_d_Jor, by COs was 'ilOt supplied by · ROs. As such, 
certificate proceedings co"illd not be initiated;• This resulted in blockage of 
revenue of Rs 73.92 lakh. 

•"- . . '. . . - . - .. 

After this was pointed out, the ROs Hazaribaghartd J amshedpur stated that the 
·requisite information would be sent to the COs. RO Palamu stated -in March 
2005 that _compliance had been sent to CO in January 2003. Howeyer, it was 
noticed from the records of RO that relevant jnformation was not furnished to 
tl}.e CO. Government stated in October 2005 that ROs have been instructed to 
initiate·prompt action. 

? . 

0 Irregular disposal of certificate cases 

The RO and CO are jointly responsible for timely disposal of certificate cases 
and to bring to each other's notice any undue del~y, · · 

·In the office of DTO East Singhbhum, Jamshedpur, it wa() n6ticed ill April 
· 2005 that 302 cases involving tax of Rs 1.44 crore where. requisitions were 
sent to CO were shown as disposed of during 2000-01 to 2003-04 asshown 
oo~: . . 

(R upees m crore . 
Year No. of certificate cases disposed of Amount involved 

2000-01 61 0.16 
2001-02 1'18 0.73 
2002"03 55 0.09 
2003-04 68 0.46 
.Totall 302 1.44 

·-:~,:.; 
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No en~y was re~ord~d· i~· Re.gister IX by RO in. support of the disposal. of 
cer~ificate cases. Moreover, no information regarding mode of. recovery of 
tl;les.¢ c<1.ses wa~ rece.ived: from. CQ.Jamshedpu,r. 

Thµs,_ there was <1..n if;I;egular:disposal ofcertificate cases involving tax dues of 
Rs l.44. crore. withoqJ . proper-. entry i11 Regi.ster IX. as well as without· <lny 
information from CO. Jamshed pur whe.ther the recover~ was II1ade· by· him, 

After- this was pqinte.d q4t, th.e. distric;( trapsport officer Jamshedpur: stated· that. 
rn~cessary information w,ould; be obt<ciined; from CO. The STC instructed the 
distiic~ trapsport officer- in Octooer· 2005 to. initiate- prompt action. in the_ 
matteL 

Unqer, the I?DR .Act, qn. receipt of: apy requisitiqn, from RO; if the CO• is. 
satisfi~d, tlrntdemandisrecoveraple anc{:thatre_cQvery is notbarred-b)! la,w, he· 
ma,y sjgp a, cencWcate anci; shall• cause the certifo;ate to· be_ filed• in, bis_ office 
anc:Jienter;tpe.same.in.register;X. 

In. t11e· offjc;e of CO;. PaJamu; Ij)altonga,aj; it was noticed: that 52· certificate 
r~quisitions- involving: Rs: l.4.i?; crore receiyed; from RO-; Palamm between 
Oetqperr 2Q01; apdiJanuary 2.P02~were·entered!in-Regis.ter:·Xby CQ-during:tlle 
yeax 20Q4,0S- resu}tipg~ iq dela,y. ip initiating ce~ificate. proceedings for more 
than two years. · · · 

_AfterthiS,'faspointe,d:out,.the dist:rict;tr<lnsportofficer Pal(lmu:s_tated-in-Ma:rch-
2005 that them:;itter_wpuld:be-tak:e11 up'.with.CO;S':(Cip_Octqbe.r2005~furtlwr 
in.s.trnct~ci~, t_q~ ,DTQJq -in~ ti;:\te, promJJt•_ <l9.ti o_n .jµ i the matter, 

@,,. lJi~J.r,eJ?:(l;fl:{:)'.-.b,ctw,~~:n:lhf.dJ~y;r.e~:0of)~f!g.i$le,n.J}f,·andl,W.· 

As-· per the Boa,rd of Re, venue's, ins_truction · issued: under the PD R: Act, RO· is·_ 
r_e,quire,d: to. rrwintain ,·Register: IX, in-,re,spect of requisition. issued: to· CQ' for 
ins titµ ting certificate-proceeding~._ On,receipt:ofrequisition fro111-RO .the CO ·is. 

· req~ire,d tp check'the,-requisition.andd:nfor:rriation, ifanY:, req_uired'to b_e calle.d• 
fqr'. is: obta,irn~d Jro01.ROs anci tberea,fter e_nter: there,qµis_itionoin. Register X. In· 
orcier. tq have:. prnper: che,c~- ove( these two_, registers: and; to. ensure, that; 
requ,isitions: are.- prqmptly. atte,nd_e.d to; Register IX< of RO" is. to- be· c.0111pa:red: 
ev.e~_ynio.nth with,Register. X ofCGh . · · 

,. ·, r.; 

. ' 

Ip:.e,ight;ROs:a,nd-{~Os; it,was,notice,d;tbat:there was a discrepancy be.tween the: 
figures of Register IX_ and Reg!~ter X.on 31 March, 2004 a,s ,detailed below: 

- ; ~. ;· 
- -- ·-- --··--
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(Ru1Jeesin crore) 
RegistcrX Difference. 

No. of ·:I 
Amount No. of Amount 

cases invnlved .cases i11"olved 

N~me·of RO and 
' · ... Register :IX 

Amount co No. of cases 
involved 

l. Girldih 1,331 L98 345 : 0.64 986 ' 1.34 
2. Chaibasa 1,433 3,17 <609 ' L62 ! ~824 1.55 
3. Lohardaga 60 0.19 II 5'8 ' (t2Gl 2 (-).(t!Qf 

4. Ran of.ii 4,184 33.~6 4,1:83 33-71 1 ,QJ05 
5. Dhanbad .. 3,564 15.99· 3,553 ; 15.13 11 - i .()_'2;6 

6: Bokarn · ···.· 2;393,. .. 9,75· 1;670 3.,62 ·.j 728 !-·.· 6 .. 13 
7. Pala mu .269 2.19 125 ! 0.79 i 44 1.40 
8. Jamshedpur 2,109 . 10:09 1,760 '8.'89 349 1:20 

Total 15;348 '77.12 I 12,403 i '65~20 2,945 ! 11.92 

'The above facts dearly i11dicate that there was a discrepancy of 2,945 
·· ·· · -· · ·-· ·' · - certificate:,cases .irtx9Jyi11g.~Rs ll.92~crore.betweeifl both the 11e,gisters. 

. . . - ·-.... -.·-· ··-- ... ,.-.. :.'., ' - - .. - _,__ . 

After this was pointed ornt, .the 1c0nreme:d !R(J~ ~ratrect.\IJbi:af ilie matte( w,()J.:uldibec: 
tak'.en up with the COs. STC 'Sitaood ia October 20Q5 1tb:at D'iIHs ha.\r.e J3een 
instructed to iin-iti:ate prompt :action in ihe matter. 

4.2.·6 Trend ofreve:ime 

The budget estimates .of Trnnspott DepartJIIa.em :an:d 11c1Jua.:l colle:ctiora for the 
last f.ive years is ;given below.: 

r(iRupees iin ,cr.cu·e;) 
! 

.. 
.:Shor.tfall1H)/ i !I~e.ttc.entage'.Sll011t 

I Year i RnClget ;estimates 
i 1A..ctn:ils i iE'>'l1GeS!i ((*l) i lllill//£'11.1ress ! I I 

20QQcQU : JTJ.:7.3 .223.:9.8 \(i!-;)4625 : i(-;t-~)2:6 
i 2001-02 :i~moo :86.'10 •, ((-i)Ji3.:90 ' {-)) 319 i i 

'2002c03 11:82.75 ~1'04!~)11 i <(-')) 7!7li84 I ((-))39 i 
i 2003°04 ' T90!00 '98!66 i . ((-)) t9!LM i ((-))48 f i 

i 20.041.05 : '.224:59 .. :130:?l4 i !(-))'.94.3§ I 
I ((-)) 42 i 

The pusiition !for the year 20.00:.\QJ. :allso includefi i.the 1@.ud:get •estimBates and 
:actuals :of '.erstwhile :state •.of .Bithar :u:pto 14 lM'.IDw'eEiiber 20.ffiJD.. '[]he :sln0JJ.tifa!IU iiua 
.11evenrre 1cl1:U1iag tthe yeai:s 2001--:C).2 't0 2DQ4J_Q5 ir3!ID,ged iberM>.een 39 ill.CD A'B petr 
;oerut.. llin mof:le :of the years \target was :aohiev.:ed !Q_y tlile (de.pantnneTI:t after the 
·c1reation ,ci>f J'harkhand ;$tare. · ·· · 

After <this was ;p.oin;tecihout, 'S'f.C .Thankhancl :-state.ill in llV.1a_iY :2:00§ :~hat 1tai;ge:t,s 
were ifi](ed by 'the Firrf!ino.e DeJJ-arwment wiflrromt •c0nsHltatii0n \W~~h ~the. 'Tran~p(jfre 
D~pai~t:ment. !]t w.as :;aiiso :adclecl ;nhal \the '~ai:,gets 1c0uld Hot \b.e ;achieved (d~.e lto 
:shottage ,of :staff iin the (department. ~ · · 

42 .. 7 /Position :of :arneal':s 

'fPhe :mme<l:rs <©f n:e,venue :perrdrqg :cdl1ecfr0n :at.i~11e 1end r0f 3U !March 2004 :as 
'l'ef><.lYPted U~y ;the Dr;paittment was !Rs U.36.54 .ci;m~e .. ,out· ,of ·:Wh:ic.b '.certificate 
;pm:memffirrgs co'f iRcs lLU@f61!-,01ror.e ii·n 21Lf1t8ll (Case£ iliad !!De.en iirrfaiate.<11.. 

. ' 



Year 

1 
2000~01 

2001-02 
2002-03 
2003-04 

Total 

Audit Report (Revenue Receipts)for the year ended 31 March2005 
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RuJ)ees 111 crore 
Year A1i1ount. 

1999-2000 117.00 
2000-01 121.67 
2001-02 127.97 
2002-03 132.36 
2003-04 136.54 

It would be seen that amount of arrears has increased from Rs 117 crore in 
1999-2000 to Rs 136.54 crore as on 31 March 2004 which is 17 percent. The 
year wise position of certified arrears was not furnished by the STC. 

4.2.8 Deficiency in pursuance of certified arrears 

Under the BMVT Act, arrears of mot01; vehicle 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 prescribed 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 Rev~nue, the RO is primarily 
responsible for systematic application 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 bring to each other's notice any 
undue delay. 

The position of certified arrears in respect of 10 bTOs"'" as collected by audit 
is indicated below: 

(Amount in crore) 
Percentage 

Opening balance Additioi1 Total Disposal Balance of disposal 
of amount 

No. Amount No. Amount No. Amount No. ·Amount No .. Amount Col. 5 to 4 
2 3 4 5 6 7 

13,431 61.70 - - 13,431 61.70 62 0.16 . 13.369 61.54 0.26 
12,888 63.05 4 0.03 12,892 63.08 194 1.55 12,698 61.53 2.45 
12,736 63.13 17 3.06 12,753 66.19 81 0.19 12,672 66.00 0.29 
12,678 66.00 36 0.17 12,714 66.17 . 76 0.52 12,638 65.65 0.78 

57 3.26 413 2.42 

12,638 certificate cases involving an amount ofRs 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 certified 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 notreconciled. 

After this was pointed out, the concerned district transport officers stated 
between November 2004 and April 2005 that matter would be taken up with 

Bokaro, Chaibasa, Chatra, Garhwa, Giridih, Gumla, Jamshedpur, Kodenna, Palamu and 
Ranchi. · · · 
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the COs for early disposal of c;:ases. The STC stated in October 2005 that 
district transport office1~s have been instructed to initiate action promptly, 

. ' ' 

4.2.9 Non raising ofdemand/or c(}llection pf taxes 

G Lack of control over collection of taxes .. 

Under the. provisions of the BMVT Act, tax i~ to be paid to the taxing officer 
in whose·jurisdiction the vehicle has been registered. In case of change of 
residenc~(business, . the owner of vehicle can pay tax to the new taxation 
officer subject to production of "no objectiqn. certificate" (NOC) from the 
previous taxing officer:, Taxes inrespec;tof a motor vehicle are payable within 

_, . ' . . . . ,·. . . 

15 days frorri commencement of the quarter or year as the case may be. Non 
payment of tax in time attracts pemiJty at the rates prescribed depending upon 
period of delay. If the delay exceeds 90 days; penalty at twice the amount 6f 
tax due is leviable. District transport officers are required .to issue demand 
notices ~gainst the defaulter and initiate , certificate. proceedings . where 
necessary under PDR. Act. The Chief Secrei,ary, Bihar, in March 1999. and 
October 2000 directed all the departments to ensure payments of tax dues on 
vehicles. of GovernJllent/public sector undertak.ings and_ corporations. 

In 15 DTOs"'", it was noticed that in cases of 1,843 motor vehicles, the 
owners/Government departments, public seetor undertakings and corporations 
had stopped payment of taxes during the period from 2000-01 to 2004-05 and 
the concerned district ttanspott officers failed to issue any demand notices on 

. the defauJters. This tesulted in non levy of fax of Rs .7.14 crore. Besides 
penalty of Rs 14.30 crorewas also'leviable .. 

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

g Nonlevy of taxes against trailors 

. Under the BMVT Act and· Rules made thereunder, ownei·s of trailot are 
required ·to . pay road tax and additional llilotor vehicles tax at the rates 

. prescribed. The above, Act provides that a motor vehicle used for transporting . 
agricultural produce shall not be deemed· tci be used solely for the purposes of. 
agriculture~ · 

In 15 DTOs;i."'", it.was .noticed that the owners: of 589 tr~ilors stopped payment 
of i:oad tax and additional motor vehicles tax during the period from 2000-01 
and. 2004-05 in the offices where they were originally registered. The 

, I 

Depattment did not raise any demand against the defoulters. This resulted in 

Bokaro Chatra, Chaibasa, Deoghar, Dhanbad, Dumka, Garhwa, 
Hazaribag, Jamshedpur, Koderma, Lohardaga, Palamu and Ranchi. 

...... Bokaro . Chatra, Chaibasa, Deoghar; Dhanbad,: Durnka, Garhwa, 
Hazai'ibag, Jamshedpl\r, Koderma,.Lohardaga, Palarnu and Ranchi. 

(35) 
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Giridih, Gurnla, 
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non levy of tax of Rs 33.H lakh. Besides penalty of Rs 66.21 lakh was also 
· leviable. 

After this was pointed out in June 2005, Government stated in October 2005 
that district transport officers have been instructed to issue demand notices 

. against the defaulters. 

@ Non/short levy of trade tax against dealers 

';-~Under-the BMV'fAct,-tax-atthe rate oLRs400,-·Rs ·500 and-Rs ·600 peryear · 
... per seven vehicles, dep~ndi~g. 'on the . class of vehicles, shaH he paid by a 

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 certificate granted under CentralMotor Vehicles (CMV) Rules; 1989. 

In IrDTOs'\ it was noticed between July 2004 and April 2005that in the case 
of 45·dealers frade tax Waseithet not·paid or paid short.in respett'of·motor 
vehicles in their possession during the course of their business pertaining to . 
the pe1iod from 1999-2000 to 2003_:04. This resulted in non levy of trade tax 
amounting to Rs 58.83 lakh. ·.Besides penalty of Rs 31.90 lakh was also 
leviable. 

After this ·was pointed out irt June 2005, Governil1ent stated in October 2005 
that district transport officers have been ·instructed to issue demand notices 
against the defaulters. 

G ·Non levy of tax against surrender of vehicles 

Unde1~ the BMVT Act a11d Rules made. thereunder'; when the owner of a motor 
vehicle does not intend to use pis .vehicle for a certain period not exceeding six 
months at a time, he can be exempted from payment of ta:x by the competent 
authority provided his claim for exemption is supported by the required 
documents such as certificate· of registration, fitness certificate and tax token . 

. He . shall also, from time·. to time, furnish an undertaking to the .conce1:ned 
· taxation officer of the extension, if any, of the said period. 

· In six DTOsu, it was noticed that 35 vehicles were s~11Tendered between 
April 1999 and March 2004 but after the expiry ofsunendered period, neither 
the vehicle owners applied for extension of surrender nor any action was taken 
by the taxing officer to cancel the surrender andJevy the tax accordingly. This 
resulted in nonJevy of tax amounting to Rs 35.63 lakh including penalty. 

After this ~a~ pointed out, Goverm~ent stated in, October. 2005 that district 
transport officers have been instrilcted to issue .demand notices against the 
defaulters. · · 

. . . 

Chaibasa, Deoghar, Dhanbad, Dumka, Garhwa, Giridih, Gurrila, Hazaribag, Jamshedpur, 
Koderma and Ranchi. · 

"'""" Chaibasa, Garhwa, Giridih, Gim1la. Jams11edpur and Palamu. 
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o. - Non l.e.vy of additlonaLmotor vehieles tax 

Under the BMVT Act, additional motor vehicle.s tax in lieu of passenger and 
goods tax is payable by registered owriers or persons having possession or 
control of public service motor vehicles or transport vehicles at the rate 
specified irithe Act by.all owners of transpofr vehicles irrespective of whether 
the vehicles are public or private transport vehicles . 

.. ·· During the course of audit of five DTOs"', it was noticed that additional motor 
. -. _ vehiclestax·inrespect.:Ofl58 vehicles during.othe .period· between August 1999 

and March'·2005·amouhtihgt6R:s 3J;05lakhincfoding~penalty was not levied. 
No action was taken by the Department to levy the same . 

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

4:2.10 Loss of revenue, 
·-~~: - -: 

By notifications issued on 28 March 2001 and :31 M:w 2002, Gov,ernment of 
India enhanced the rates of fee in respect of_ driving licence, registration of 
vehicles, issue of certificate of fitness and test~ng fee etc. with effect from 1 
April 2001 and 31May 2002 respectively. The notifo;:.ation dated 28 March 
2001 was circulated to field offices on 7 March 2002 'and notification of 31 
~fay 2002 though received in the office of the STC Jharkpand in July 2002 has 
not been circulated so far. 

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 office~ between April 
2001 and December 2004 due to delayed circuJation of Government of India 
notification dated 28 March 2001 and non circulation of notification dated 31 
May 2002. This resulted in loss of revenue of Rs 29.48 lakh. 

After this was pointed out, all ·distrkt transport officers 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. · 

· 4.2.11 Evasion ofta;c, 

The CMV Rules enumerate the procedure for registration of motor vehicles 
and issue of registration certificates to owne1;s .. lJnder the provisions of the 
BMVT Act, tax is to be paid to the taxing officer in whose jurisdiction the 
vehicles have been registered. Non paymenr of tax in time·attracts penalty at 
the rates prescribed. 

Chaibai;a, Chatra, Garhwa, Gumla and Palamu. 
"""'" Bokaro, Chatra, Dumka, Garhwa, Giridih, Gumla, Koderma and Ranchi. 
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In DTO Dhanbad, it was noticed that Police Department applied 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 instructed. to issue demand notices against 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 .instr~ction 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 accordingly irrespective of the number of seats fitted in it. 

Jn five DTOs"", road tax and additional 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 l'evy of tax of Rs 7.82 lakh for periods falling between 
March 1999 and June 2005. 

After this 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 realisation of fees due to non assignment of registration mark·. 

Under the p1;ovisions of the MV Act and Rules made thereunder, where a 
motor vehic;fe 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 respectively. 

In seven DTOsu, 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. 

Bokaro, Chaibasa, Chatra, Giridih and Jamshedpur. , 
0 Bokaro, Dhanbad, Giridih, Hazaribag, Jamshedpur, Koderma and Loharclaga. 
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4.2.-14 Delay! irregular transfet of Govermnelit 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 collection of revenue i.e, motor vehicle tax and 
fees etc. for the period from ApriJ '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 
formation 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 accbunt within the same 
financial 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 period from 18 November 2000 to 5 December 2000 was 
transferred· to SBI Secretariat Brancb, Patna instead of S.BI Doranda, RanchL 
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 of deposit 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 m 
October 2005 that the matter was being investigated at Government level. 

~ As per Reserve Bank of India's instructions issued in April 20"01, 
interest at the rate of eight per cent per annum is payable by banks on delayed 
remittance to Government account. 

Test che~k of bahk reconciliation statement of Punjab National Bank, SBI, 
CMPDI branch and ICICI Bank Ma.in Road, Ranchi as available in the office · 
of STC Ranchi and three DTOs"" revealed. that the banks transferred the 
revenue collected to SBI, Doranda Branch, Ranch! for credit into Government 
account with delays ranging from one to 11 months. The Department did not 
charge i11terest for delayed remittances of amount to Government account 
resulting in loss of interest of Rs 2.36 crore. 

After this was pointed out, 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 instructed to pursue the matter 
with bank authority. ' 

Bokaro, Jamshedpur and Ranchi: 
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4.2.15 Loss of interest nfle Lo 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 
where.a a per provision of PD R 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 
rea lisation. Any delay in initiating certi ficate proceedings has the effect of los 
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 offi ce of OTO Daltonganj (Palamu), i t was noti ced that tax revenue 
amounting to Rs 3.79 crore was outstanding for the period from 1999-2000 to 
2002-03 again t defaulters. The amount was not covered under any stay of 
judicial/appellate authority. The department did not initiate certificate 
proceeding again. t defaulters till the date of audi t. 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, .d istri ct transport offi cer PaJamu stated In M arch 
2005 that action would be taken to file certifi cate cases as soon as poss ible. 
STC Lated in October 2Q05 that the district transport officer has been 
instructed to i nitiate 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/re·newal of authorisation thereof is to be issued within even/three days 
respecti vely of the receipt of application. 

Test check of records of ST A Jharkhand in February 2005 revealed that in 
respect -0f 13 cases there wa delay of 13 to 4 1 days in is ue 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 No11 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 provi. ion of nat ional permit scheme. 
the owner of vehicle is required to dbtain authori sation for one year on 
payment 1of authori atron fee of Rs 500 rn advance alongwith compo ite fee i11 
the hape of bank drafts for transmission to ~Hates where the vehicle is lo be 
pl ied. This aLithori ation is a coririnaous proce unless the permi t expires or 
is , urrendered by the permi t holder. ~n ca e of n0n payment or compo ite foe 
whhin the .due dale, the permit issuing authority is required to impo, e penalty 
at the rate of Rs l 00 per month or part thereof. 

Test •check of record. relating to compo ite fee in re pcct or STA and RT As 
Hazaribagh and Ranchi revealed that in 398 cases sub. cquent authorisation for 
plying good ·vehicle ·under national permi ts was nei ther renewed for the 
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period falling between June 2002 and March 2005 during the periodicity of 
permits nor the national peiinlts. 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 addition, :penalty at 
prescribed rate was also leviable. · 

After this was pointed out, the RTAs and STAstated that the notices would be 
issued for renewal of authorisation to the concerned permit holders. 

4.2.18 Recommendations 

In view of the above observations, Government may consider. to: 
® . take necessary steps to maintain and update the prescribed Registers under 

the provisions of Act/Rules to facilitate prompt collection 1of tax dues and 
fe~s etc; 

GI ensure timely transfer of revenue into! Government account 'by the 
collecting banks; 

@ fix target for collection of arrears ·i:uid monitor the same closely; 
e take prompt action for implementation of rate ,of fees revised by 

G0vernment of India to avoid loss of revenue. 

4.2.19· · Acknowledgement 

Audit findings, as a result of test check of the implementation 1of working of 
Motor Vehicles Department were ;reported to :the Government in J:une 20(:)5 
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 meeting 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 1,592 cases, which 
broadly fall under the following categories: 

(Runees in crore) · 
SI. 

Category No. of cases Amount 
No. 

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 sai1:ats 10 0.07 
4 Other cases 

. 
1,529 340.26 

Total 1,592 344.47 

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 earlier years. . 

A few illustrative cases involving Rs 191.23 crore are given in the following 
paragraphs: 
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Under the provisions of the Bihar GovernmentEstates (Khas Mahal) Manual, 
1953 (as adopted by Jharkhand Government) and the Rules framed thereunder 
for grant of lease, State Government is to issue notkes to the lessees si:X: 
months prior to the expiry of lease to apply for renewal of such lease, whereas 
a lessee is required to apply three months prior to the expiry 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 noclaini for renewal on past terms and conditions. 

On fresh leases for residential purposes, salami~. at the current market value of 
land besides annual rental at the rate of two per cent of such salami is leviable. 
Furth.er 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 fi:esh leases from the date of 
expiry of earlier lease as penal rent0 tog~ther 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. 

In course of audit of khas mahal office, Mednirtagar, 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 involving 198.1825 acres of land had expired up to 2003- · 
04. Neitber the lessees applied for renewal of lease either before· or after the 
date of· expiry nor the Department/Oovernment issued· notices to lessees to 

. notify 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: 

' 
Name/ Area Market. Salami Penal· 
Mauza/ 

Date of expiry No of involved value per rent Interest 'fotal 

Village of lease leases 
in acre 

decimal 
(in Rs) ' 

·.(Rupees in crore) 

Period 
Daltonganj between 

1,468 198.1825 77,125 152.85 104.98 69.27 327.10 
Thana 189 1955-56 and 

2003-04 ,. l< ( 

' : 

Salami is market value of the land. It is a share in·the increase of value anticipated.during 
the period of lease. 

"""' Penal rent is twice the rate of residential rent. 
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After this was . pointed out in December 2004; the khas. mahdl 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 prior to the expiry 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 . 

' expired leases and district khas mahal advisory committee has been formed 
for disposal of cases. . . ·. . 

Undet the Bihar Public Land Encroachment Act, 1956' as adopted by 
· · Jharkhand Government, if a person l}as 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· residential 
rent at prescribed rates is payable. 

During the course of audit offive anchal offic.es.;. of three districtsu it was 
noticed· between August 2003 and October ·2004 that 48 persons had 
encroached 17.906 acres of public land for residential purposes. The 
Department failed to take any action for eviction or regularisation of the 
encroachment. This resulted in . non fixation/realisation or salami and 
residential rent of Rs l2.65 crore calculated for the period from 2001-02 to 
2003-04. 

After this ·was pointed out between· May 2003 and October 2004, · the anchal 
adhikaris stated. between May 2003. and October 2004 that action was being 
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. 

Gamliaria, Govindpur, Kanke, Sadar Rartclii and Saraikela. 
"'"" Dlianbad, Ranclii and Saraikela. 
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Tes,t check of the records of the Registration and Commercial Taxes. 
Department, conducted ih audit dtJring the year. 2004-05 revealed under 
assessments of tax,·: fee; duty and losses of re~enue etc., amounting to 

- _ .. ·"···· ... Rs"'·J97:7S· crore.:in\_?.~O·cases•·. which· broadly fall under the. following 
categories: 

(Rupees in crore) 
SI. 

Category No. of cases Amount 
No. 

e STAMPS AND REGISTRATION FEES 
1 Short realisation ofsta111p d1,1ty & registration fees due 400 1.30 

to late rec;eipts of revised rates ' 
2 Other cases 536 1.69 

Total 936 2~99 
.. · PGT/ENTRY TAX 

1 Non levy or short levy of taX. 04 Q.06 

2 Review:- Taxes on entry of goods in.to focal areas 01 183,.05 

Total 05 183.U 
0 ENTERTAINMENT TAX 

1 Short levy of entertainment tax 04' 0.24 
Total 04 0.24 

() ELECTRICITY DUTY 
1 Non levy or short levy of surcharge. 03 11.)9' 
2 Other cases 

' 
02 0.22 

Total 05 HAll 
Grand Total 950 197.75 

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 "Taxes on Entiry of Goods into 
Local Aireas" involving Rs 190.06 crore are given in the following 
paragraphs: 
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6.2 Review on Entry of Goods into Local Areas 

Highlights 

~ 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 fa iled 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] 

6.2.1 Introduction 

On entry of certain specifi ed 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 there in 
Act, 1993 (BTEG Act) a adopted by Government of Jharkhand and 
Jharkhand Tax on Entry of Good into Local Areas for Consum ption, 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 in to 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) 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 JTEG (Amendment) Act, every dealer/person 
who causes ent~y of schedul~d goods"' of_ value Rs 25,000 and above, into 
Jharkhand/local area is required to get himself registeredand furnish a true 
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. 

, , 

6.2.2 Organisationalset up _ 

The registration, levy and collection of entry tax is governed by Commercial 
Tax Department 9f the State, At the· apex level, Commissioner of Commercial 
Taxes (CCT) is responsible 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 
Commercial Taxes (ACCT) at the head quarters. The State is divided into five 
commercial taxes di visions"""", each under the charge of a Jciint Commissioner 
(JC). These divisions are further divided into 28 commercial taxes circles 
(circle) each under the charge of _a DCCT/ ACCT -who is assisted by 
commercial taxes officers (CTOs). 

6.2.3 Audit Objectives 

The review was conducted with a view to ascertain: 
(!) whether provisions of laws, rufos and departmental instructions were 

enforced to safeguard the revenue of the State; 

· 0 whether there exists an internal control mechanism within the 
Department which is reliable, appropriate and working efficiently 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 an_d glazed tiles, electrical fittings, iron & steel, steel plastic & PVC pipes, 

· imported coal and bitumen. __ 
""" Dhanbad, Dumka, Hazaribag, Jamshedpur and Ranch_i. 
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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 o f 28 commerc ia l taxes c ircles and 
offi ce of the CCT re lating to the period 1999-2000 to 2003-04 with special 
emphas is 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 prov1s1ons of Bihar Financ ial Rules (BFR), the responsibility for 
preparation of the statement of e timated revenue as well as supplementary 
estimate of revenue under provisions of the Constitution of India which is laid 
before lhe legislature lies with the Finance Department on the basis of 
estimates received from the administrati ve departments. Thus, it is the 
responsibility of the department to prepare budget estimates on the ba i of 
facts and figures and suffi cient back up data. 

T he position of budget esti mates and actual collection during the year from 
200 l -02 to 2003-04 is as under: 

(R upecs m crore 

Budget Actual Percentage 
Year Va riation ( -) Decrease estimate collection 

(+) Increase 

200 1-02 41.33 22.23 (·) 19. 10 (-) 46 
2002-03 46.3 1 38.65 (-) 7.66 (-) 17 
2003-0-+ 46.52 53.78 (+) 7.26 (+) 16 

The actual collection fe ll short of budget estimates during 2001-02 (46 per 
cent) and 2002-03 (17 per cent) but it was higher than budgeted estimate (J 6 
per cent) in 2003-04. 

After this was pointed out, the Department stated in September 2005 that 
budget esli mates for the period 200 1-02 and 2002-03 were not based on 
realistic estimation . 

.. 
Adityapur, Bokaro, Chaibasa, Deoghar, Dhanbad Urban, Giridih, Hazaribag, Ja rnshedpur. 
Jarnshedpur Urban, Jharia, Palarnu, Ranchi East, Ranchi South, Ranchi West, Ranchi 
Special, Singhbhurn and Tenughat. 
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. (l) Non reconciliation of departmentalfigures 

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 figu:res are required to 
be reconc.iled with the figures booked in the office of the Accountant General 
(A&E}. ' 

From the. information made available by Gove:tnrnent, it was noticedi that there 
was· variation between. the departmental figu~es of revenue and .the :figures 
shown in. the Finance Accounts .of Government. of Jharkhand for the.years 
iOO 1-02, 2002..:03 and 2003-04 as detailed befow: 

Year 

_2001-02 
2002:..03 

' 2003-04 

Departmental 
fiiwres: 

29.80 
45.07 
61.14 

('Rupees- in:crore): 
, Figures as.per ]IJ'inance. 
· Accomits i>iffer.ence· 

. H:6.42 
53'.78 (-).T3fr 

This reflects the failure of the department to reconcile the figures with the 
office of the Accountant General (A&E)~ 

62:6, Non levy:ofeniry tax due· to non· Neg,tsuation: ojf d'eale1rS:: 

. . . 

Every dealer/person dealing ill' scheduled goods, who. is either. registered, under 
BF Act ·or imports. goods for sale; use. 01; consumption, above. a specified 
quantum is requ_ired· to. be in posses~ion of valid, registration certificate: under 
the BTEG Act Failure ·to apply· for registration withim sev:en days. of his 
becoming liable to. pay tax may render him liabk to. pay penalty in addition to 
levy of taX'. at the rate of Rs 50 per day or tax assessed~ whichever is less-.. Hy 
instr:uctions issued irn April 1990. and April 1997 under the -BF Act, the 
Department instituted a control measure to unearth erring dealers by 
conductingc market survey between April to' fone' every year.. The Department 
reiterated' ih March: 19991 to conduct time bound'. and: effective market survey 
for grant of registratiOn to eligible dealers• to widen. the tax~ base:. · 
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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 entry 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 thi"ee 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 resulted 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, va~aspati, sanitary. 
fittings, PVC pipes, cement and IMFL. 
Mis 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. 
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6.2.8 Non imposition of penalty for non payment of admitted tax 

Under provisions ofBTEG Act read. with 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 foi· such delay in paymen(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 Jamshedptir 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 period 2002:-03 to 2003-04 calculated up 
to March 2004. · · . 

6.2.9 Loss of revenue due to delay in publication of notification in 
official gazette 

The JTEG (Amendment) Act, 200i published in official gazette on 2 January 
2002 was given immediate effect in which 16 scheduled goods were brought 
1n 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 offic:ial 
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 period from 2 January to 
22 March 2002. 

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

6.2.10 Inter State 11wnit01ing of scheduled goods 

By an executive instruction issued in June 1991 under provisions of the B.F 
Act, IB wing was assigned with the work of verification of declaration form C, 
F and H, study of inc:oming 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 pl:escribed ··in August 1984 minimum 35 
inspections of business premises and 60 inspections of vehicles per month by 
the IB wing and submission of ryport to CCT by l01hf251h of the following 
month. 

Adityapur, Bokaro, Qeoghar, 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 wing remained. non 
functional. 

Moreover,.cross verification of information collected by audit in respe~t of 
incoming scheduled goods from outside the State, .declaration form C, F and 
invoices revealed evasion of tax as mentioned 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-To, cross .verification of data of scheduled goods imported from 
Bihar, Uttar Pradesh, West Bengal a:nd other States with the records of 10 
dealers of Jharkhand dealing in tobacco products, IMFL, cement and motor 
vehicles revealed that the dealers aecounted for goods valued at Rs 201.89 
crme 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 ll .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 scheduled goods in 
the return, the prescribed authority shall direct the dealer to pay penalty on the 
basis of provisional tax assessed on ·such concealed turnover. By issuing 
instruction in November 1998, the Department instituted a control measure for 
monitoring of . return, which inter, alia includes initiation of penalty 
proceedings on such concealed turnover before assessment. 

Adityapur, Bokaro, Deoghar, Dhanbad Urban, Hazaribag, Ranchi South & Ranchi West. 
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'Cross vedficat!on of data received from B1har and statement of green roaci 
per:niits 'furnished by :a dealer with the recoids in two circles, Gitidih and 
Chaibasa, . in case of two dealers revealed in May 2005 that -the dealers had 
imported IMFL & tobacco products valued at Rs 41.99·lakh 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, resulting in concealment of imported 
goods valued .at Rs 17.65 lakh Oil 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 ltregulm· allowmice of exemption from levy of tax 

Under provisions of BTEG Actand Ruies made thereunder, if a dealer who 
claims that any part ·of .his turnover relating to import nf scheduled goods is 
not liable tb tax d11 th~ _ground thatta:x was paid 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 circles"", in ca·ses of 11 dealers exemptions of tutnov~r were. allowed oil 
'import value of tobacco products, IMFL and cement valued.at Rs 46.82 ctore 
during the .period 1999-2000 to 2002-03 assessed between November 2001 
and Mai;ch 2005 without production of declaration form iil ET-'IX resulting in 
inc01Tect allowance of exemption from levy of entry tax of Rs 2:.34 crore. 

6.2.12 ltregular/ incorrect allOwance of reduction in the 
liability to pay sales tax· 

Under provisions 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 ahd October 2003, the assessing authorities 
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 actuallysold. This resulted 
in excess adjustme11t :of entry tax of Rs 6.2 L lakh. 

Deoghar, Hazaribag, Jharia and Palamu, 
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6.2.13 Lacunae in the Act 

While enacting the Ad, it was the clear motive of the "Legislature/Department 
to bring the importing dealer as well as indlvidual person, who causes to bring 
scheduled goods into Jharkhand, in tax net to augment revenue. But there are 
no specific provisions in the Act or Rule (except in the case of ·Motor . 
Vehicles) for levy and collection of.entty 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 may consider to: 

o strengthen the internal control by proper maintenance of records 
including those needed for monitoring of registration, levy and 
collection ofentry tax and inter state transactions of scheduled goods; 

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 entty 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 pointed 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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Chapter-VI: Other Tax Receipts 

( STAMPS & REGISTRATION FEES) 

( 6.3 Non levy of additional stamp duty) 

Under the provisions of the Indian Stamp Act (TS Act), 1899 and instructions 
issued thereunder, exemption of stamp duty is admissible on the deeds of co 
operati ve 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, 198 J 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
operati ve 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 prov1s1ons of Bihar Stamp (Prevention of undervaluation of 
instruments) Rules, 1995 as adopted by Jharkhand Government, the Collector 
shall revise the guideline register of est imated minimum val ue of land/ 
property every two years. 

Tes t check of records for the year 2002-03 and 2003-04 in three offices"" , in 
November and December 2004 revealed delay in revision of guidel ine register 
ranged between six months to one year. Non revision of guideline register in 
time resulted in short realisati on of stamp duty and registration fees of Rs 
45.22 lakh in case of 84 deeds executed between August 2002 and M arch 
2004. 

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

.. DSR Giridih, Ranchi and SR Dhanwar (G iridih). 
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The matter was rftported to Govern.ment i.n April 2005; . reply has not been 
received (January 2006). 

6~$ · .. ·_s4~rtJevfof~~tamffdtj_t:f":~llid:r~gli~t~a:~fon-fe~~ · 
• • • • ... ;__ T- ,.,_.-~---

.. @ As per IS Act, stamp duty . on deeds oflease where lease. is granted for · 
a fine or premium or for money advanced 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 thelease. 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 ~n comparison to the rates fixed . by the 
collector as per guideline register of c.oncerned area. Undervaluatiop 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 matter yvas reported to the Department/ Government in November 2004 
and April'.?00.5; reply has not been received (January 2006). 

e, 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 
lA to the.JS Act and Article A(I) of table of fees under the Indian Registration 
Act, respectively. 

In DSR Godda, test check of 61 partition deeds registered during the year 
2002:-03 and 2003-04, disclosed that deeds were registered 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 ofGovernmentrevenue·ofRs 27.12 lakh. 
in the. shape of stamp duty and. registration fee due to undervaluation of 
property. 

Afte1« thi$ .. was pointed Ol.lt: i11 Aug_ust 2Q04·, the· IDepartment stated: that due. to 
non; sal~able-. nat1.u:e: of la11d;. minimµrr:i estimated'. value had not been 
deterrninect. The reply· is: not. tenable: as the· value. of the· land &hould have.· been 
deterrmn.ec:t k~~ping, in: vkw the gµid~Jine register rates'· '!:S fixed by . the 
collector. 

The· matter was reported· to Government in AprJt 2005; reply has not been 
rf{q.~iye_q (Janµary 2006\ - · 
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As per IS Act,. as applicable to· Jharkhand StateT lease cfeeds attraet stamp' d'ufy' 
at the· rate of 14.7 per cent and sale deeds at the· rate· of 8'.4 percent incliud1'ng 
surcharge .. Further registration fee is also leviiaol'e· as: per Reg:iistr:ation Act 

Test Check of records. of DSR, Ranchi i:n November. 2004- revealed' tfuat iin• case 
of 83 lease. deeds registered during 2002'-03" arrdi 2<0(iJ3:-(fJ4.,. staHipi duty arr<dl 
registration fees were levied on the consideration shown i'n lease; deed's: a:tr Fates; 
as ap]i>licabfo to sale deed instead of lease deeds .. Thus; app1ication <!:>::fr' iRconreet 
rates of duty[ fee resulted in short levy of stamp; duty and registr.ation fee of Rs. 
29.63-lakh. 

After this· was: poirited: 0ut in No¥emfuer 2©"©l¢, ~fie ID:SJR'.,. Rancli.i' s1!ated!. iiw 
OctobeF 2005' tb.at demand) notices: :ffonr realisatiom were: beiin.g, issued~ . 

The· matter was. reported< to- Govemmeflt irn .A1~Fi1 2005; nep1yr has: Ho~: beem 
receiiveet Ci'anuary; 2006)'• 

, - .• _,_ "•• ,,e· •• k.'.'- .. :'I 

~;i;:;~~~;~ffe~l~~!~~~iwim.l 

Under. the pro.v1s1ons of Bihar Electricity Duty .Act (B'EH Act}, 1948'. as, 
adopted; by Jharkfu:and- State, duty . shall oe;, tevied amt. paid; t© the State: 
Government on- the units; 0f electrical energy c0nsumed' OF s0ltf,. excluding: 
losses of electrical energy in transmission:. arnE ruansformation\ at: the rate: or 
rates specified' ino the schedule. 

During· the~ course: of audit ofB:okaro; commerciaF t:axe.s.cir:cl'e;. it was noticed! im 
August: 2©0lt that. while: assessing im January 2004'· the· c;:ase of a licensee; 
el'ectrieity:· duty· om the;. e1ectricat energy consumedi im c;:onstructfon worR was 

. . 

l'eviecU at. the· rate of two' paise· peF unit instead\ of the: cm:rect rate· of 12'. paise: 
per- unit. during the· periOd( uetweem 1!99T-9K and; 2000:.QT .. Tfas resulted' iir 
sh0rtr levy· of duty· of R's tA8:. crore due~ to, applicatfom ofincorrectrate of duty .. 

After-this~ was; p0intedf out irn August 20@4\, thec.IDepartmentl replied in; Octofuer 
20IDS tli.atr aeti©mhas; Be.em initiate.di unde.t.the'. provisfons' off the; Act/Rules. 

Tlk matte.11 was_; nep0rte.dl tGt Government: im Aprill 2005;: reply has not been 
re.c.eiv:ed\ (Januacy; 2Q©6ljL 
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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 notless than two and a half per 
cent but not exceeding five p_er 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 Jive per cent but not exceeding 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-D.1 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; r~ply has not been 
received (January 2006). : 
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·Test· check of the records of Mining Department, conducted ·during the year 
2004-05, revealed u.nder assessments and losses ·of rent, royalty, fee etc. 
amounting to Rs .270.62 crore in 11,877 cases, which broadly fall under the 
following categories: 

(R uoees m crore 
SI. . Category No.of Amount 
No. cases 

1 Non/short levy of royalties and cess 237 93.09 

2 Short levy of royalty due to downgrading of coal . 5 1.85 
3 Non/short levy of dead rent/ surface rent 22 0~69 

4 Non levy of royalty on coal consumed by workmen . 18 0~59 

5 Non levy of interest 
' 

37 3.45 ·. 
6 Non levy of penalty/fees 279 11.54 

7 
Non/short levy of auction money due to non/ irregular 

35 0.39 
settlement of sand Rhats 

8 Non initiation of certificate proceedings 119 1.58 
9 Other cases 11,125 157.44 

Total U,877 270.62 

During t.he 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 
involving Rs 58.27 crore have been pointed out in audit during 2004:.05 and 

· ·rest iri earlier years. 

A few illustrative cases involving Rs 2.56 crore are given in the following 
. . 

paragraphs: 
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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 ~i11eral extntGted irres.pective of whether it is 
removed or noffrnm the leasehold area. 

In three district mining offices (DMOs), it was noticed between March and 
December 2004 that 11.'86 lak:h 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 realis_ed 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: 

upees m Ia I (R kl) 

Name of Quantity Rate of royalty Amount of Name of the office/lessee ! 
niineral 

.Pedod 
(in lakh MT) per MT royalty 

DMO Dhanbad/ Bharat 
· Between 

Coking Coal Limited Coal 2003-04 2.39 
Rs 85 and 250 

300.24 
(BCCL) 
DMO Garhwa/ 
Steel Authority oflndia · Lime-stone 2003-04 0.39 Rs 40 15.42 
Limited. (SAIL) 
DMO Hazaribag/ Central 
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 CWJC 2477 of 1996(R) of Patna High 
Court, Ranchi Bench. 
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mineral ;properly fo't foture benefication and if Government is satisfied that 
inferior ·quality 'Of the mineral ·cannothe used as' major rruhetal, it may, by 
order permit the lessee to dispose it off as minor mineral. 

i 

® In DMO Hazaribag, it was noticed in March 2005 that the lesse'e+ 
despatched 2.84 lakh MT of deshale reject (Grade~G) coat+• from·ieasehold 
area during the period· between March 1999 and February 2002 without 
payment 'Of royalty till December 2004. This resulted in non realisation ·of 

. royalty amounting to Rs.1.42 crore. 

The matter was reported-to the Department 1n March 2005 and Government in 
May '.2005; reply has not been received {January 2006). 

0 In DMb Hazaribag, it was noticed in March 2'005 that 81,'938.72 MT 
of washery-I (W-I) reject coal (Grade~G) was lying in stock since 1999""00 to 
2000-0L Out of this, 38,922.61 and 789.88 Mt of W~I rejects were sold 
between ·October '.20bl 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 carried forward in the returns after September 2003 
onwards .. without assigning any reasons. This resulted in non realisation of 
revenue-.of Rs -4·7 :71 lakh. · ·~ 

After this was pointed out, the DMO Hazadbag 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 quantity has not beeh 
taken.so far. Further reply has not been received (January 2006). 

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

Under the Bihar Mirror Minerals .Concession ·Rules (BMMC Rules) 1972, 
every lessee or permit holder is required to submit every month a return in the 
prescribeci form for ex.traction and removal of minor minerals by the fifteenth 
day of the following month to w'h!ch it relates. In case a lessee ot a permit 

. holder fails to furnish the required return within the prescribed period, he shall 
be liable Jo pay a sum of Rs 20 fot every day aftet the e~piry of the prescribed 
date subj~ct to maximum of Rs 2,500 as penalty. 

Bokaro West Colliery (TISCO), Hazatibag. 
;i.;i. beshale reject is the product coming out of deslialing plant. As pet the grade declaratioi-i. 

for 2003-04 by TISCb Ltd; the ash cbntent was' 59,90 pei' ceiit ih the. deshaling plant 
reject 
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In nine DMOs"", it was noticed that 126 lessees in 1,304 cases did not furnish 
the returns in time.-Dtiring the period 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 
submission of monthly returns. 

The cases were reported to the Department/Government in December 2004 
and May 2005; reply has not been received (January2006): 

Under the BMMC Rules, every lessee or pemiit 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, IO percent of dust is generated 
from the boulders used in the crusher for production of stone chips. 

During the course of audit 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 µnd production of 27,00,000 cft of stone chips 
which was suppressed and no royalty was paid which resulted in loss of 
royalty of Rs 19 .10 lakh: 

·1 

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 received 
(January 2006). 

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

Daltonganj, Dhanbad, Dumka, Hazaribag,_ Koderma, Lohardaga, Pakur, Ranchi and 
Sahibganj. 
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· A; per :pr6visions, ?(~MMC Rules ,and Govr!flm¢nt .nqt~fk~ation · oLMarch 
,.1992, evefr briCk 'kiln, 6wner/ bric~ earth' remover-shall pay'.the ·prescribed 

··. consolidftt~d' royalty. b~~ed . on .. categories of t,he :brick killls b¢fbre: issue ()f 
· .. ·permit, U~d~r. Rule 268- o{'BMMC,Rule,: a qpnsqlidated am.ount. of royalty 

. ~hall be p~d by the ,b#ck kiln owner!Qdck ear1th remoyef per kiln·per 'artnu,m ' 
• . . -- , . - 1,, •. .-. _ ·,•' -. .' ...... · · , -: -· ·. • ~ ·'! _• _ . · ,. _.. - . - : ! -.~ -• , · · . · ., .. , - . ·0 

• • - • , • '. • • 

to the Sta~~(iqvenune,nt,ina·J!iannerprescril;>~(itbereirt'.on,a fixed.number .of.· 
bricks for :e~ei-y classifi~d area.' Fiirtber' Rulc{4;0(S) of the Rules ibid provides 

' that whoeyer r~moves'mi1101" ininerafwithout valid.lease/ permit shallbelia[>le 
. 'rcipay th~'.{Jrice thereofas penaii)i ·and'.Go~~h1rii~nt111ay also recoyetfrom · 
',suchpers()n·rent/ royalty' or taxe~,'as the .case may 'beJorthe periodquring ' 
,··whichtheilanclwas .. 9c'cµpiedby.•sii¢lfpersoi1 withquf anyla\vforauthority~- . ' ,. 

.. ' ....... ·•· . .: .. ,;.. . . . .!. . . ... · i' ' ' '· ' . . . 
- . ··! ' 

Iir·two_DMOs7·Hazari_b~g.and·Lo_hi,rdaga,"it}Vas•,noticedbetween .. Mayarid .. 
· Septembef2004: thaL(56 .brick kiln~ were qp~rate¢ · in bric,~· -s~a.son 2003704 · 
· .. witlio_ut obtaining valid!peqnit.andwithout ·pay1llertt of consolidated~ro:yalry:. 
'Out ofthes.e in58cas.es !relating to Dl\10Hazafibagh.demand;for cqrisolidated: 

. . ·_royalty w~sraised:wifhci_ut:refer¢nc~Jo thepri~e of ;rineral.and~ir1two cases. a 
. ·.· .. total surµ.bf Rs I'5;QOQ.was realised'.·Taklng th~'minimum price of the mineral 

'. as·'equivafori[tb io'yalty[and cleducdng -the airlol1nt of royaity already· levied, 
thet~ w~s/i:{6I1f~hori:ieyyof pem1Ity,pf Rs 14.70 lakh~ · · · · · · · - · · 

- . • , ., ,.·· - - • . "' " I ' 
; .. ·, .. ·:.·,.,, 

.•. /After thi}; was;';pbiht¢d .out b~tWeen J\1ay,: 'and; Septemper :2004; DMO 
••... ']Lohardag~:stated i.n M~Y. 2004 that there 'is'no:J?fovlsiori' of penalty under Rule 
·}6A, wli~Je ,PMQ·,;:~aiaribag stated that·cqnsoii~ated· rny~lty ··h~s. to··be 
fecovered;uriderRule· 26A for .. ·which.·deinand 'notices hadbeerf·issl{ed, The 

· ·t~p1y· of the: Qepartmenti was· nottenaple as· RvieAQ(8) ~tttacts:penal provision · 
. for illeg~lirep.ioval/exc~yation ofminorminera~~/biick kilnearth.wheteas Rule·· 
26A deals>withpay!Ilerit of consolidated royaltyof brickkiln owner.having 
·~valid· 'perillit.:;Wh~re,tnining is being· done withoutany peqnit,: all such,cast!s 
ate to be tre:atedas·ill~gaLexcavatiqhariCi pe~~lt)"imposea:under.Ruk4b (8). 
Fmtherr~ply ~as nof pe¢n recei,ved'(Januaty 2Q06). .• , .. . . .. 

,,,.,. \ 

····Jhe .cases·w~re"reportedto Government in'l\1ay 2005;.reply· has ·.notheen· 
· ,received, (Jaiiuary2006)'.. · ·· · · · · 
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Test che~k of the records of the f o1lowing receipts conductedin audit during 
the year 2.QOA-05, revealed losses/hon recovery of revenue etc .. amounting to 
Rs 110.09. crore in 188 .. cases, which broadly faH into the following categories: 

···.SI. 
Categor.l' No, 

i · ' Lpss: of revenue· due, to: depru:t!.llerital lapses 
2· : Less Faisin~ of demand; 

3 
· ; :Loss: of: r:eV.enu,e. due to·. delay, iD, initiation of certifo(;ate 

i cases 
4 -· ; Other:-cases ·· · 

·:total 

1: 

1: 

No. of 
cases. 

33: 
1.0; 

1 

38 
82'. 

2: ·;Delay imassessment/nonassessmentof w.atenr,ates: 46. 
3: , Other:cases. 28: 

· ·· · ro.tal · 106 

! 188: 
' ' 

(Rupees in crore) 
. ',·• 

Amount-

4.41 
28'.67 

0.@Q 

34.99: 
68.09· 

1.56 

2:7-7 

·110.09,• 

l)uring the: ,y,ef:!:r 2004-05~ the c0nc.emed! departn1ents accepted loss o~ revenue 
of Rs~ 2JJ!.471 e::l'.ore: i1hvolved; inc 229' cases of which- 119. cases. involving Rs 

· 5&.37' crQre has· been pointedr out iR.iiudit during 2004-05 a:ni!Jirest in eai'.lier 
yeai;s 

fo; one case. entire amount of Rs 12.91 cmne· w,as recovered: afiter, the. case. was 
brmi,gpJ tp>tbe- notfG~· of' Government.. A fe~_'i.Uustrati;ve cases, invohing' 
E:s f2JJ; crore ate gl~emiiJ, the fbllowing,paragraphs: 
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Under the provisions of the Indian Forest Act; 1927 and instructions issued by 
· the Principal Chief Conservator of Forest (PCCF) Bihar, Ranchi in July 1996, 

seized forest produce involved in court cases are required to be disp. osed off 
immediately after obfaipirtg order of co.urt to. avoid natural decay. Revenue 
realised is to be deposited as per direction of the court. 

In four ForestDi~isions"', it was :noticed between August and Octobe1: 2004 
that in 77 cases timber/katha valued at Rs 35.90 lakh was seized during the 
year 2003-04 and the cases were for\Varded to court for trial. The seized forest 
produces were required to be disposed off: after obtaining orders of the 
Hon'ble Court but no action was taken by the Department to obtain permission 
of the court for disposal of seized material; This resulted in blockage of 
revenue of Rs 35.90 la.kh due to non disposal 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 nanding over of seized materials 
was under process. Divisional Forest Officer (DFO) North Forest Division, 
Chatra stated that seized materials were being grac;lually handed over to .the 
concerned forest division for disposal. DFO, Latehar. stated that necessary 
action would be taken while DFO, Dtimka stated that actiOn is_ being taken to 
get the permission from court. 

. The cases were.reported to. Government in April 2005: CJovernment in their 
reply in October 2005 stated that the respective DFOs have been directed to 
seek permission from.the court for release of seized forest J?roduces~ 

• o• J ... I ~.;! I • I 

-- 8.3 .•.. ··. --~·~~~'o'f'~~~~~~e
0

ah<tb i!j~g~i mi~i~g-op~ratfo_n i~Jo~_~sr'~~~as _ 
- ' "• ,',<· ·:·~::: t.,,- ~;:. .. , ... ---: -.~;;~:: '' ... 

Under the provision of the Forest(conservation) 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 directedu to cease all ongoing activities within any forest in 
any State throughout the country withoutthe prior approval of the Central 
Government, in accordance with the Act. Royalty and compensation for the 
damage of forest produce was also to be reali.sed from the off~nders u~der the 

Chatra, Dumka, Latehar and Palamu Tiger Project. 
"'""'" TN Godavarman Thirumalpad Vrs Union oflndia & others W.P. (Civ) No. 202 o'. 1995. 
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provi ion of Indian Forest Act, 1927. Government of India, Mini try of 
Environment and Forest in the light of Hon'ble Supreme Court' judgment 
entrusted PCCF of the States to delegate power under relevant acts to all 
fore t officers for trial of encroachers and completion of proceedings through 
ummary 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. 

Te t check of records of Bokaro Forest Division in February 2004 di closed 
that 93.906 hectare of forest land was being illegally uti l ised by Central 
Coalfield Ltd (CCL) which was detected by the Department in January 2004 
and involved royalty of R 3.88 crore and compensation of Rs 7.77 crorc for 
the damage of fore t produce. I n contravention of the order of Hon'ble 
Supreme Court, the Department neither topped the illegal mining operation 
nor realised the amount of royalty and compen ation from the u er agency. 
Fai lure of the Department in taking action for eviction of forest land from 
encroachment and sending the ca e directly to the court without exerci ing the 
power conferred to it under BPLE Act re ulted in loss of revenue of Rs 11 .65 
crore. 

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

The ca e was reported to Government (Apri l 2005); reply ha not been 
received (January 2006). 

WATER RATES 

8.4 Non raising of demand due to non preparation of khatiani 

Under the prov1s1ons of Bengal Irrigation Act, 1876 and Rules framed 
thereunder as adopted by Government of Jharkhand, preparation of statement 
of land irrigated ( udkar), preparation of detai led measurements cultivator­
wise (khesra) and preparation of demand statement (khatiani) i requ ired to be 
completed wi thin the stipulated period of 99 days in respect of kharif and 68 
days for rabi crops for the purpo e of recovery of water rates. 

Scrutiny of assessment record of the Executi ve Engineer (EE). Water way 
Division, Hazaribagh revealed in January 2005 that out of the total area of 
33,565.74 acres of i rrigated land during the year 2000-01 to 2003-04, 
khatiani in respect of 23,559.92 acres of land was not prepared and de patched 
to Revenue Division for rai sing demand and collection of revenue in time. 
This re ulted in non raising of demand of water rates amounting to Rs 16.49 
lakh: 
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After this. was pointec.f out in January 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 
kliatiani in the ·interest of revenue.· Further reply has not been received 
(J aimary 2006). . 

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