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OVERVIEW 

This report contains 32 paragraphs including 3 reviews relating to 
non-levy/short levy of taxes, duties, interest and penalty etc., involving 
Rs.234.05 crore. Some of the major findings are mentioned below:-

• The total receipt of State Government for the year 2001-2002 was 
Rs. 7 ,600.55 crore. 

(a) Revenue raised by the State Government during the year 
was Rs.6,637.26 crore comprising tax revenue of 
Rs.4,97 1.19 crore and non-tax revenue Rs. 1,666.07 crore. 
Receipts under taxes on Sales, Trade etc. 
(Rs.2,944.81 crore) and State Excise (Rs.875.39 crore) 
constituted a major portion of receipts of tax revenue. 
Under non-tax revenue, major receipt was from road 
transport (Rs.410.74 crore). 

(b) The State also received Rs.450.25 crore as its share of net 
proceeds of divisible union taxes, which had increased by 
Rs.104.44 crore from previous year. An amount of 
Rs.513.04 crore was received as grants-in-aid from 
Government of India. The increase of Rs.34.90 crore 
compared to previous year was mainly due to receipt of 
more grants under the Non-Plan, State Plan and Central 
Plan Schemes. 

(Paragraph I. I) 

• Arrears of revenue at the end of March 2002 as reported in the 
major departments were Rs.515.74 crore. 

(Paragraph 1.4)) 

• Test-check of records of taxes on sales, trade etc., stamp duty and 
registration fee, State excise duty, taxes on motor vehicles, 
passengers and goods tax, entertainment and show tax, agriculture 
(purchase tax, crop husbandry and horticulture), electricity duty, 
land revenue, public works (irrigation, public health and buildings 
and roads), home (police), mines and geology, forest, 
rehabilitation, co-operation, State lotteries, medical, food and 
supplies, animal husbandry and industries departments conducted 
during 2001-2002 revealed under-assessment of taxes and 
duties/loss of revenue etc. amounting to Rs.385.82 crore in 
1,54,406 cases. The concerned departments accepted 
under-assessments etc. of Rs.60.51 crore of which Rs.59.17 crore 
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pertain to the year 2001-2002 and the rest to earlier years. An 
amount of Rs.5.46 crore in 195 cases had already been recovered. 

(Paragraph 1. 7) 

• Inspection reports containing 6,863 audit observations with money 
value of Rs.556.19 crore (issued upto December 2001) were 
outstanding for want of final replies from the departments. 

(Paragraph 1.8) 

• In 2 cases, exemption/deferment of Rs.26.38 crore was granted for 
expansion without fulfilling the conditions laid down in the rules. 

{Paragraph 2.2. 7 (i)} 

• Due to incorrect computation of fixed capital investment, sales tax 
incentives of Rs.23.34 crore in 73 units were granted in excess by 
the Industries Department. 

{Paragraph 2.2. 7 (iii)} 

• 8 units availed exemption of Rs.3.91 crore without obtaining 
eligibility/exemption certificates and 9 units availed deferment of 
Rs.2.41 crore in excess of the quantum prescribed in ~he eligibility 
certificates. 

{Paragraph 2.2:8 (a) and (b)} 

• In 48 cases, application of incorrect and concessional rate of tax 
resulted in under-assessment of tax of Rs.2.24 crore. 

{Paragraph 2. 2. 9 (i) aml (ii)} 

• 68 dealers were allowed irregular deductions and the notional sales 
tax liability was calculated on taxable turnover instead of gross 
turnover, which resulted in under-assessment of tax of 
Rs.9.34 crore. 

{Paragraph 2. 2. 9 (iii)} 

• In 27 cases, notional sales tax liability of Rs.2.18 crore was 
under-assessed due to non-levy of purchase t~x and calculation 
mistakes. 

{Pangraph 2. 2.1 O(i) anti (ii)} 

• Non-levy of purchase tax on cotton, parluy and spirit, purchased 
from within the State resulted in under-assessment of tax of 
Rs. l.18 crore including interest of Rs.9.66 lakh in 25 cases. 

(Paragraph 2.3) 

viii 
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• Misuse of declaration Forms (STD-4) resulted in evasion of tax of 
Rs.47.24 lakh. Besides penalty of Rs.70.86 lakh was not levied. 

(Paragraph 2. 8) 

• The sales tax department did not raise the demand for interest of 
Rs.30.01 lakh against the dealer, who had closed his business 
within a period of five years after expiry of the exemption period. 

(Paragraph 2.1 OJ 

• The department did not realise the tax of Rs.26.30 lakh collected 
by an exempted dealer. 

(Paragraph 2. 1 I) 

• -Under-valuation of immovable property with an intent to defraud 
the Government resulted in evasion of stamp duty of Rs.15.48 lakh 
and penalty of Rs.2.20 lakh. 

(Paragraph 3.2) 

• Stamp duty of Rs.10.02 lakh was short levied on 18 compromise 
decrees registered by the department. 

(Paragraph 3.3) 

• Inadmissible exemption allowed in 111 releases of ancestral 
properties resulted in evasion of stamp duty of Rs. l.44 crore. 

(Paragraph 3. 6) 

• An amount of Rs.22.86 crore had been pending collection as on 
31 March 2001 , of which Rs.10.64 crore was outstanding for more 
than 5 years. 

(Paragraph 4. 2. 6) 

• Revenue of Rs.1.86 crore (licence fee: Rs.0.67 crore and 
interest: Rs.t.19 crore) was short recovered from licencees by 
12 Deputy Excise and Taxation Commissioners. 

{Paragraph 4. 2. 7 (i) and (ii)} 

• Loss of revenue of Rs.8.73 crore due to re-auction of vends 
remained unrecovered. 

(Paragraph 4.2.8) 

IX 
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• Short lifting of 5.54 lakh proof litres of quota of country liquor and 
non-levy of excise duty on excess lifting of additional quota of 
16, 171 proof litres of rMFL resulted in revenue loss of 
Rs. l.19 crore on account of excise duty. 

(Paragraph 4.3 and 4.4) 

·•1ettri~i1YXD1i6r""'"~· i:m1 

• As on 31 March 2001, electricity duty of Rs.50.65 crore remained 
in arrears of which Rs.33.83 crore was recoverable from defaulting 
consumers. 

(Paragraph 5. 2. 7) 

• Electricity duty of Rs.9.21 crore was mis-classified as sale of power 
instead of electricity duty, which resulted in loss of interest of 
Rs.2.68 crore. 

(Paragraph 5.2.8) 

• Shortfall in statutory inspection of power installations resulted in 
revenue loss of Rs. l.31 crore on account of inspection fees. 

(Paragraph 5. 2. I 1) 

• Excessive auxiliary consumption of power reduced the availability 
of power for sale depriving the Government from the electr icity 
duty of Rs. 7.52 crore. 

(Paragraph 5. 2. I 2) 

:l?,t~u~i.M9.t9r,,.,'LM!~l.i);~ 
• Token tax of Rs.70.88 lakh was neither demanded by the 

department nor deposited by the Transport Co-operative Societies. 

(Paragraph 5.3) 

• Passing fee of Rs. 79.42 lakh for grant or renewal of fitness 
certificate in respect of l ,53,603 Light Motor Vehicles 
(non-transport) was not charged. 

(Paragraph 5. 4) 

• Permit fee/countersignature fee of Rs.3.30 crore was short charged 
in 24303 cases. 

(Paragraph 5. 5) 

x 
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• Passengers tax of Rs.1.06 crore due from 166 Transport 
Co-operative Societies was neither deposited by the societies nor 
demanded by the department. 

(Paragraph 5. 6) 

• Purchase tax of Rs.85.20 lakh and interest of Rs.12.42 lakh was not 
recovered from two sugar mills. 

(ParagrfljJh 5. 8) 

• Delayed remittances of 116 bank drafts amounting to 
Rs.18.57 crore on account of scrutiny fee, licence fee, conversion 
charges and service charges etc. into bank/treasury resulted in loss 
of interest of Rs.15.99 lakh. 

(Paragraph 6.2) 

• Departmental receipts amounting to Rs.62.36 lakh were utilised 
towards expenditure in contravention of codal provisions. 

(Paragraph 6.3) 

• Short raising of demand against a contractor resulted in short 
recovery of bid money of Rs.4.49 lakh including interest of 
Rs.1.31 lakh. 

(Paragraph 6. 4) 

• Sales tax amounting to .Rs.17.71 lakh was not levied/recovered on 
the sale of timber valued at Rs.2.21 crore sold to Haryana Forest 
Development Corporation. 

(Paragraph 6. 5) 

xi 
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• Rent amounting to Rs.20.83 lakh for unauthorised occupation of 
evacuee land was not recovered from the occupants. 

(Paragraph 6. 6) 

• Dividend of Rs.80. 70 lakh on share capital was not deposited into 
Government account by 6 Co-operative banks. 

{Paragraph 6. 7 (i)} 

• Government share capital amounting to Rs.7.38 crore was not 
redeemed by 3 Co-operative societies. 

(Paragraph 6. 8) 

xii 
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Audit Report (Revenue Receipts) for the year ended 31 March 2002 

(i) The details of the tax revenue raised during the year 2001-2002, 
alongwith figures for the preceding two years, are shown below: 

1. Taxes on Sales, 1967.38 2573.39 2944.81 (+) 14 
Trade etc. 

2. State Excise 765.36 840.56 875.39 (+) 4 

3. Taxes on Goods and 323.85 366.66 498.56 (+) 36 
Passengers 

4. Stamp Duty and . 309.92 419.24 488.29 (+) 16 
Registration Fee 

5. Taxes on Vehicles 84.77 85.69 103.62 (+) 21 

6. Taxes and Duties on 46.08 ·o.68 .. 29.48 (+) 4235 
Electricity (ED) 

7. Land Revenue 4.29 11.73 19.30 (+) .65 

8. Other Taxes and 15.96 12.60 11.74 (-) 7 
Duties on 
Commodities· and 
Services 

TOTAL 3517.61 4310.55 4971.19 

Reasons for variations in receipts during the year 2001-2002 compared to 
' 2000-2001 as supplied by the respective departments were as under: 

·(a) Taxes 'Olll Sales, Trade etc .. The increase of 14 per cent was due to 
increase in procurement price of wheat and its heavy arrivals in the market,·. 
hike in prices of High Speed Diesel and petrol and effective check on tax 
evasion by introduction of Form ST-38 for regulating movement of goods in 
and out of the State. 

* 

** 

The actual receipt during 2000-2001 was Rs.42.27 crore. The difference between 
actual realisation of di+ty and the amount accounted for in the books of AG (A&E) 
Haryana, was due to non-adjustment of subsidy of Rs.39.18 crore sanctioned in lieu 

. of Electricity Duty and non-receipt of duty. amounting to Rs.2.41 crore from 
collecting agencies. 

During 2001-02. actual receipt was Rs.52.01 crore and the difference was due to 
adjustment of Electricity duty of Rs.22.53 crore against the Government dues by the 
UHBVNL and DHBVNL, which was not accounted for in Finance Accounts. 
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(b) 

(c) 

(d) 

(e) .· 

(f) 

• Chapter-I General .. 

'· I . .. ·,·'. ''· , . . , 

. Taxes on Goods and Passengers: The increase cif 36per cent was due 
to imposition ofHaryana Local AreaDevel9pri1:entTax/. · · 

. . . . . 

Stamp Duty and Registratiort Fee: The increase of 16 per cent was 
due to' revision of rates of immqvable property and more registration of 
docum~nts inthe State. · · · · 

Taxes on Vehides: The increase of 21 per cent was due to better 
enforcement and heavy checking· of unauthorised. vehicles by Senior 
Superintendent of Police Haryana, Highway Patrol and Road Safety.· · 

Taxesknd Duties on Electridty: Against receipt ~f Rs.0:68 crore and 
Rs:29.4-8 crore as shbwn in the Finance Accounts of.2000-2001 .. and 
2001-2002, actual receipt \jya_s Rs.42.27 cr9re ancf; Rs.52.01" c~ore 
respectively.· The increase of 23 pet ceni:qver 2000-ZOOl was due to 
morer~covery of duty and potver:charges.····. .· .·.· 

Land Revenue: The increaseof65 per cent ~as duetq more recovery 
of copying fee and mutation fee. · . · · 

(ii) The cietails of non;_tax ·revenue recei~ed during they.ear 2001-2002, · 
alongwith the: figures for the preceding two years· are given belbw: 

1: 

2. 

3. 

4. 

** 

! . '• . . ' ' 

Miscellaneous General 
Services · 
(i) State<Lotteries 255,10 295'.52 388:29 {+)31 

(ii) Oth~r.than.Lotteries 
{(-)14.99} {(-)15.77} { (-) ·u.22} 

(c)l.31 3.,78 (-)0.73 

Road Transport 336.40' 378_.56 **410.74 .(+) 9 

Interest Receipts 202.23 236.22 33:2;;87 (+)41 

Non-ferrous Mining and 84.80 105:35 139.87 (+)33 
Metallurgical Industries 

•· T~e i~et receipts from lotteries shows negative fiow of funds i:e., the Government i~ 
incurring more expenditi:ire on lotteries than receipts accruing from it .Gove~ent .· 
i:Ilay consider the need for continuingthelottery in these circumstances. ' 

. I ". , , .' . 

· Rece~pts from Road_ Transport are .gross.receipts Of Haryana ROadways. 

,3 
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·:·-······ ··· · ·. \ ::::::mrn:::::mm;rn;::;rnm;m111mr:t:tttrnmrnrnmm~:;~iaijfi:li.::JWl~J.mu1;m::mrm1mi1;;;1m1nmmM:m1mrnwrn;rn1mm 

I' 
! 

.· 5. .•Medical and· Public · 23.39 · 23.40 .· · · 28.32 (+)21 
...... Health 

6.:. Others.· 358.45 ' 396.56 366.71 (~)8 
.. 

:TOTAL Ji59.06· 1439.39 1666.07 . 
IJ. (988.97) (U28.10) 

.. 
(1266.56) 

.·,: .. ,. 

Re(lSbris Jorvariatfohs in receipts during the year 260 f-7:002 as compared to 
.·those of 2000-200l"as intiil1ated by the departments .are as under: . . 

{a) .. ··. .. '' '.tVHsceHane~us Gener~lServices: The increase wa:s, due· to· the reason 
. 'that mo~e .. lottery tickets were sold during the year 2001-02 as 
· i: compared to 2000~01·: · · · 

. j. . ·. ' -': '. -

ifote~est Re~eipts: The inc;ease-·was.du~'-to more ... interest· received 
· Hrnni. Departmental Commercial Ulidertaking

1 
Public Sector/other 

I: (b) 
+ 

·;· ... \·. 
l .. ' 
\::-

· · ';'.Updertakings ind Co-operative Sbcietie~. · · .· 

.;:"· .. 

·!(c) 
·.:,.-'.·.· -;· 

· :r\fon~ferrous mining alrnd metallurgical industries: The increas~ was , 
dueto higher bips 1 grant of' mining lease by public auction and 

' ',strenuous effOI"1;S for reeoyery of Government dues pythe department. 

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

· · .. \Cell) Me~icaR and Pllllblic HeaUh: The increase was. due to upward r;evision 
; . )ri the rat~s· of Hospital: charges by the Government; .allotment of 
. . . M.813 S seats.to the Non-resident ·Indians against payment seats in the ' 

:Pbst-Graduafe Institute, Rohtak. · ·· 
·! .• 

\ 
\·. 

·! 
. "· .. J _:•·.· 

. ~~1~1~1~~\:l~1111R111\\l#.tliil:\llffa11m1tm.r111.~«1111r1· 
.· _~he va~iahons bet':Ye~n the , Budget.· ~stim~tes of revenu,e. for . the. year 
f 00 I 72op2 .and, actual_. receipts in respect of principal heads of tax. and nori.:.tax 

... ' .. '· .. · feve~pe~,~md_the rec:isonsthereo.f as intimated. by the respective departments are 

:·: .. · . . · .. , I " " . 
.'\, r·. -

. '1! . , .. · .. '::,·.·.· ': 
',., . ·,,·, 

• r 

r 
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Chapter-I General 

given below: 

1-··--1mm:umrn:::::::mmim:m;rn1mmmrn:mi::::rnm:rnm::: .:11:=:::::rn:1i1rn:mu.1m1¥~::1~rii::::1::;m:rnmI:tuti1111.i.;;;1mmmmtt::1 
1. TaxesonSales,Tradeetc. 3056.00 2944.81 (-)111.19 (-)4 

2. State Excise: 870.00 875.39 (+) 5.39 (+)I 

3. Taxes on Goods aild 395.00 498.56 (+) 103.56 (+) 26 
Passengers 

4: Stamp duty and Registration 450.00 488.29 (+) 38.29 (+) 9 
fee 

5. Taxes on vehicles 100,po 103.62 (+) 3.62 (+) 4 

6. Taxes and Duties on 50.04 29.48 (-) 20.56 (-) 41 
Electricity ' 

7, Land Revenue 39:C)6 19.30 (-) 19.76 (-) 51 

8. Other taxes and duties on 15.00 11.74 (-) 3.26 (-) 22 
commodities 

9. .Miscellaneous General 434.17 387.56 (-) ~6.61 (-) 11 
Services 

Hi. Road Transport 397.80 410.74 (+) 12.94 (+) 3 

11. Interest Receipts 375.70 33i.87 (-)42.83 (-) 11 

12. Non-ferrous mining and 150.00 139.87 (-) 10.13 (-) 7 
metallurgical industries 

13. Medical <md Public Health 26.16 28.32 (+)2.16 (+) 8 

The reasons for variations between the Budget estimates and the actuals as 
furnished by the departments are as under: 

(a) Taxes on Goods· and Passengers: The increase of 26 per cent was 
. due to imposition of Haryana Local Area Development tax. 

(b) 

* 
** 

Taxes and Duties on Electrieity Duty: Against the budget estimate of 
Rs. 50.04 crnre; the actual receipts during the year 2001-02 were 
Rs.52.0l crore of which, Rs.29.48 crore only had been accounted for in 
the Finance Accounts and Rs.22.53 crore were not received by the 

* - ** -department from UHBVNL and DHBVNL as the amount was 
adjusted: by them towards their dues receivable from the Stat~ 
Government. 

Uttar Haryana Bijli Vitran Nigam Ltd. 

Dakshin Haryana Bijli Vitran Nigam Ltd. 
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(d) 

(f) 

'i .,, 

·Land Revenue: The department stated that the decrease of 51 per cent . 
was mainly due to less recovery of copying fee and· mutatioi:1 fee . 

.. .. Other taxes and dutieson commodities: The decrease of22 per cent · 
was due to reduction .in rates ofEntertairune~tTa:x and total abolition . 
of Show Tax and exemption ·from . levy. of entertainment duty on 
Swang, Nauntanki, Natak, Fish Aquarium etc:·. 

Mlscelnaneo~sGeneiral Services: The decreas~ of I 1 per ceht was due 
to non-adjustment of prize-wi~ning tickets. . ·. . 

' . . - . 

Jnteres~ Receip~s: The decre~se o~ 11 pe1~ _cent was due' .to lesser 
receipt of interest from· Departmental · Commercial ·Undertakings, 
Public Sector/other Undertakings, Local Bodies, etc . 

. :~ 

.. The'.': gross 'collections . in respect of .major. ·revenue receipts, . expenditure 
incurred on their collection and the percentage of such· expenditure to gross .· 
collections during the years 1999-2000, 2000-2001 . and .2001-2002 along with 

·the \elev~nt all India average percentage qf expendit,ure on collecti6n to gross . 
coll~ctions.for 2060~2001 are given below: · · · · · 

I. 1' 
.'·Tax~s on Sales, 1999-2000 .1967.38. 30.37. 1.54 :1 

ij, 
Trade etc. 2000-2001 257D9 35:21 

I 
'·' 1.37 1.31 

.t· 2001-2002 2944.81 41.08 1.39. 

2. State Excise 1999-2000 '' 765.36 12.47 1.63. 

: ' 2000-2001 840,56 5.81 0.69 
. ·' 

2001-2002 0.89 875.~9 7.78' 

3.10 

3 Stamp Duty and 
.. 

" '1999-2000 309.92 3.85 1.24 
! 

Registration Fee 2000-2001 419.24 3.15 ., 0.75 4.39 
·' 

2001-2002 488.29 1.95 0.40 
.· 

4. Taxes on Vehicles 1999-2000 84.77 2.72 3.21 

2000-2001 85.69 5:74 6.70 3.48 
·, 

5;07 2001-2002 . 103.62 I ·. 4:89 

" 

6· ... 

-·-.1 

' 
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Chapter-I General 

It may be seen' from the table that in respect of Sales Tax and Taxes on 
Vehicles, the pei-centage of expenditure to gross collection was higher than the 
all India percentage of cost of collection during 2000-2001. 

:j1:~111i:::i::::ii1•11t~11::~:1:::1t:m1:111~:::11ii1~ 
As on 31 March 2002, arrears of revenue under the principal head_s of revenue, 
as reported by the departments,_ were as under: . 

I. Taxes.on sales; trade etc. 390.85 113.91 Demand for Rs.28.05 crore was 
covered by recovery certificates, 
Rs.72.91 crore was · stayed by 
Courts and other Appellate 
Authorities, Rs.7.96 crore was held 
up due fo dealers becoming 
insolvent and demand for Rs.11.36 
crore was propos.ed to be written 
on: Specific action taken to recover 
remaining amount of Rs.270.57 
crore was not intimated . 

2. Taxes and 1 Duties Oil . 52.69 29.49. Rs.0.38 crore was recoverable from 
Electricity Mis Rama Fiber, Bhiwahi, Rs.0.30 

crore frorh Mis Dadari Cement 
Factory, Charkhi Dadri,. Rs.one 
crore from Mis Haryana Con cast 
Hisar, Rs.0.16 crore from Mis 
Competent Alloys, Ballabhgarh and 
a sum Rs.50.85 crore from 

•' consumers by. Haryana Vidyut 
Prasaran Nigam 

3. State ExCise 23.39 10.28 Rs.1.22 crore was covered under 
recovery certificates. Rs:J3.86 
crore was . stayed by High Courts 
and other Judicial Authorities. 
Rs.0.33 crore was proposed to he 
written off. Action taken to recover 
the. remaining amount of Rs.7.98 
crore \Vas hot intimated by the 
department. 

4. Taxes ·on. Goods and Rs.0.12 crore was stayed by the 
Passengers 32.33 7.63 courts. Specific action taken to 

recover the · remaining amount. of 
Rs.32.21 crore \Vas not intimated 
by the department 

5. Non-ferrous mining and Rs.1.82 crore \\'as -covered under 
metallurgical ·industries 5.04 3.05 recovery certitfoates, Rs.0.22 crore 

was stayed by High court and other 
Judicial Authorities, Rs.0.03 crort! 

was held up due to pending 
rectification/review applicati&1i1s: 
Rs.0.01 crore was proposed to he 
written off and detailed break up of 

7 
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AuditR.eporl (Revenue Receipt.,) .for the ~vear ende(/3 .f Af arch 2002 ·.· 

I .. !!!!!!!!!!!!!!!!!! 

I 

7 .. Police 

8. Other ll!xes and duti.es on 
.~onimodities and services: 
(i) · Rect!ipts· under ti1e 
Sugan:ane '(Regulation of 
Purchase and Supply) Act 

(ii) Receipts . under 
enterti1inment dl1ty and show· 
tax 

Total 

1.20 

9.04 

1.20 

515.74 

remai1iing afoouht of Rs.2:96 crore 
was · not. a vailahle with the 
<,lepartment· 

0.82 The amount was due from 6" 

3.33 .. 

States. 

>nire., sugar milfs (Yamunanagar: · 
Rs 3.58 crofo, Panipat: Rs 3.18. 

'c:rore, and l~oiitak: Rs 2 .28 crore) 
did not deposit the tax. 

. . 

0.19 Rs 0.17 cn~re mis: s\ayed by courts. 

·· 168.711 

. ·Reasons for remaining amount of 
· Rs. 1.03 crore 

0

Wa~ not intim~ted by 
. the department 

The!arrears outstanding for more than 5 years constituted 33 per cent of total 
arrears~ !··-
The''.details of assessment cases of Taxes on Sales, Trade etc. and Passengers 
and "Goods Tax pending at the beginning of the year, cases. becoming due for . 
asse'~sment during the' y'ear, .cases disposed of during the year and the number. 
ofcases pending at the end of each yeci.r during 1997-98 to 2001-2002 as 
furnished by the department are given below: 

.. · :. . PGT . 757 . · 628 · 1385 688 · · · 697 . 50 · 
. i J 998-99 · : ST 113467 96544 210011 .·. 123595 .86416 59 
· ·' i PGT 697 ····. 775 1472 . 576 896 39 

•-·· 1999-2000 ST 86416 199560. 285.976. 127082 158894 4.4 
.··.. PGT 896 651 .1547 567 · 980 37-:-

·. \ · 2000-2001 ST 158894 168142 ··. 327036 · 164418 .·· 162618 50 
,, PGT 980 472 · .. 1452 450 1002 31' 

• 2001-2002 ST 162618 · .159063 321681 114003 .207678 35 
PGT 1002 693 169.5 555 1140 33 , 

1==========~========================~=================6=======~::!::~-====:!I· 

' 

. . . 

Assam, Chandigarh (U. T. ), Januuu & Kashmir; Rajasthan, Uttar Pradesh and 
West Bengal. · 

** . ·Taxes on Sales, Trade etc. 
*** Passerigers & Goods Tax. 

8 ' 
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Chapter-! General 

·The above'·tabl7·shows'tha,t number of pending.cases··in resp~ct of Taxes on 
Sales, Trade.etc .. at the beginning of 1997-98 was 160524 which had gone.· 
upto 207678. ai the end of 2001-:2002 regist~ring' ah increase of about 29 

· · per'.cent. while [the percentage of firialisatiori of assessment cases decre~s~d 
from 63per cent in 1997-98 to 35 per cent in·2001.:2002. : The percentage of 

. finaJisation of c1:ss.essment cases in re~peet of·taxes On Passengers and Goods 
Tax dec~eased from SQ pe1: cent.. during 1997-98 to33 pe1~ ce11t in 200 l-2002. · 

·. ::1f11::;::;::m11111t111~11:::11.@1,li11:::1111im111i.i~§;::11::::::::::1: · ·. · · . 
. Tn6 cases of frauds and evasions of taxes arid dutiei pending at the beginning .. 

of the year, number of cases detected by the departrnenfal authorities, number 
of cases ·in _which assessl11ents/investigationswere ,coinpleted and additional·.-· 
demand· (incilldirtg p~nalties · ·etc.) ;of taxes/duties raised against the dealers. 

. . ~. I .. , .. , . . . . - .- . . .• . 

during the year .and the number of cases pending finalisation at the end of 
. 'Match 2002, a~ supplied Quly 2002)bythe :respective. departments, are. given 

as under: · ·· - .. ·. 

t 2 - ·.··.J: -0~. -~·:·A 5-:· -:,:,- - - 6- ~ 7. 
T~ixeson 129• 1736·· '1865·. 1694 2.78 171 
Sales, Trade ; 
etc. · 
Passengers · 
al1d Goods· 

·Tax· 
Eiltertainmenf Nil· 

.. Dl.ltv and 
Silo~v tax 

62 

. 23 ·0.01 . Nil 

.,- ~ ~ ; . ' 

Test-check of ~eoordspf ~epartm~ntal offices relatjngt() Ta~es•.onSales, Trnde .• 
. etc., Stamp Duty and Registration ·Fee, State Excise Duty, Taxes on _Motor 
; Vehicles, l~as!sengers and Goods Tax, Entertainmen:( ~n.d Show Tax,: 

Agriculture ·_(Purc;hase .T~x, Qrop Husb~ndry and Hortitµlture), Electricity · · 
Duty, Land R~venue; Pi.ibJic Works (Irrigation, Public Health;_ Buildings and 
Roads), · Home ·· (Police), Mines, and Geology, .·Forest,, Rehabilitation, 

. Co.;operation, State-Lotteries; Medical,. Food and Supplies;_ f..Il.imal Husbandry 
··and Industries - conducted · during. the. year 2001-2002, . revealed 

... ~nder-as$essm~ms, hon/short .levy_ of taxes~ duties and :Joss~~ of revenue 
> ··: ; 

'·.-; 9 

.. , 
T 
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Audit Report (Revenue Receipt.,~ f<w the year ended 31 March 2002 

'!\ 

amoµnting to Rs. 385.82 crore in 1,54,406 cases. During the year 2001-2002, 
· the concerned departments accepted under~assessment etc. of Rs.60.51 Crore 

invo;lving i® 5.,383 cases .. Out of these, 5292 cases involving Rs.59.17 crore 
were pointed out during 2001-02 and the rest in earlier years. An amount of 
Rs 5.46 crore was recovered in 195 cases during 2001-2002 of which Rs 2.82 
crore recoveredin .. 191 cases related to earlier years . 

. This, report contains 32 paragraphs including 3 reviews relating to non-.· 
levy/short levy of taxes, duties, interest and penalty etc., involving Rs.234.05 
crore. The department accepted.audit obs.ervations involving Rs 55.37 crore 
out .of which Rs 2.94 crore had been.recovered up to July 2002 .. No replies 
had been received in other cases. . ·.· .. · . 

~w.:~1;::i:i:11111111.r.'-11~1~11:i:1uiil~1111~r~nP.1~i::1~1;1:1fi11:i:P:fffl.ilili~1:111;;m1:;1:1:1:;1: 
·.11 

(i) . Audit observations on incorrect. assessments; short levy of taxes, .• 
duties, fees etc. as also defects in initial records noticed during audit and not . · 
settl~d on the spot are communicated . to the Heads of Offices and other 
depa,,rtmental aut.horities through inspection repo\ts, · Serious financial 
irregularities are reported to the Heads of Departments and Government. The . 

. i Heads of Offices are required to furnish ·replies to the inspection reports 
through the respective Heads of Departments within a period of two months. 

i 
t ·. ! 

:: . . .. -

(ii) , The number of inspection reports and audit observations relating to 
revenue receipts issued upto· 31 December 2001 and which were pending 
settle'ment by the departments as on 30 Jµne 2000, 2001 and 2002 are given 
below: 

·,;: 

' 

====== Number of inspection reports pending 
settlement · 

Nuniber - of outstanding · audit 
observations 

Am~unt of receipts involved 

(Rupees in crore) 

.. I 

10 

2517 2785 3043 

6176 6560 6863 ·.· . 

. 650.03 '. 461.36 556.19 

' . . ' .- ... 

= 
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Chapter-I General 

(iii) Department-wise break-up of the inspection reports and audit 
observations issued upto December 2001 _and outstanding as on 
30 June 2002 is as follows:· 

11•1111 
Revenue 876 1634 28.39 7 
Department· 

Excise ai~~ 658 2726 297.09 15 
Taxation 

Transport 386 671 17.03 3 

Forest 69 142 7.29 13 

Others 1054 1690 206.39 55 

Total 31.143 6863 556.19 93 

·The matter was brought to the notice of the Government in June/July ·2002; 
replies regarding steps taken to settle the outstanding inspection reports and 
audit observations had not been received (July 2002). 

1:1~~::1:::::::im1ft11111;:1;::111r111:1.~~~111t.1f.1::;!1u:111111@1.::1B1ii.~?:1.:::11l 
With a view to ensure accountability of the execut~ve in respect of all the 
issues dealt within various Audit Reports, the PAC recommended in .1982 that 
departments should furnish remedial/ corrective Action Taken Notes (ATNs) 
on all paragraphs contained therein within the prescribed period. 

PAC took a serious view of the inordinate delays and persistent failures· on the 
part of large number of departments in furnishing the ATNs within the 
prescribed' time and recommended on 30 May 1995 that pending ATNs 
pertaining to Audit Reports should be submitted within three month from the 
laying of the Reports in the State Legislature. -------

* 
** 

This includes "Stamp Duty and Registration fee" and "Land Revenue". 

This includes . "Taxes on Sales, Trade, etc.", "Passengers and Goods Tax", 
·'Entertainment Duty and Show Tax" and "Prohibition and Excise." 

11 



Audit Report (Revenue Receipts) for lhe year ended 31 March 2002 

Review of outstanding ATNs on paragraphs included in Report· of the 
Comptroller and Auditor General of India (Revenue Receipts) as on 31 March 
2002 disclosed that departments had not submitted remedial A TNs on 
34 paragraphs (May 2002). 

Departments failed to submit ATNs within three months in respect of 
65 paragraphs included in the Audit Reports upto and for the year ended 
March 1999. Of these, ATNs in respect of 13 paragraphs have not been 
receiyed at all (July 2002). Though the Audit Report for the year ended 
March 2000 was laid on the table of Legislature on 13 March 200 I and time 
limit for furnishing the ATN shad lapsed on 12 June 2001, the departments did 

. not submit A TNs on 21 paragraphs (July 2002) 

Department of Finance issued directions to all departments on 5 January 1982 
to send their response to the Draft Audit Paragraphs proposed for inclusion in 
the Report of the Comptroller and Auditor General of India within six weeks. 
The Draft Paragraphs are always forwarded to the secretarie·s of the concerned 
departments through demi-official letters drawing their attention to the audit 
findings and requesting them to send their response within six weeks. The fact 
of non-receipt of replies from the departments are invariably indicated at the 
end of each paragraph included in the Audit Report. 

41 Draft Paragraphs and 3 Reviews included in th~ Report of the Comptroller 
and Auditor General oflndia for the year ended March 2002 were forwarded 
to the secretaries of the concerned departments during January to Jufy 2002 
through demi-official letters. Except in 6 cases, the secretaries of the 
departments did not send replies thereto. 

12 
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CHAPTER II: Taxes on Sales, Trade etc. 

. . 

Test-check of sales tax assessments, refund cases and other connected records 
conducted during the year 2001-2002, revealed u11der-assessrhenfs etc. of sales 
tax amounting' to Rs.198.00 crore in 666 cases, which broadly fall under the 
following categories: · · 

l-·-1. Incorrect cbmputadon bf turnover . 2l15 10.29 

2. Application of incorreCt rate of tax. 

3 .. · Non-levy of interest 

4. · Nori-levy of penalty 

5. Under-assessment of tu mover under CST, Act 

6.. Other irregularities 

7. Revievv 01:1 'Exemption and deferment from 
payment of sales tax to.new industrial.tinits' · 

·Total 

'. 83 I-· 3.83 

54 3.08 

9 0.69 

85 3.14 

229 9.69 

167.28 

'666 - 198.00 

During the year 2001-2002, the department accepted under-assessment of tax 
of R.s.27.80 · crore involved in 104 cases 6f which l3 · cases involving 
Rs.-26.46 crore had been pointed out in audit during 2001~2002 and the rest in 
earlier· years,.·. An amount of Rs.2.46 crore had been recovered in 52 ca~es 
during the year 2001-02, of which Rs.0.61 crore recovered iri 48 cases related 
to earlier years. · 

A few illustrative cases. involving Rs.3 .28 crnre and a review on 
,;Exemption and deferment from payment of sales tax to new industrial units" 
involving Rs.167,28 crore are mentioned in thefollowing paragraphs: 

\ :' 
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Audit Report(Reveriue ReceiptsJ.fbrthe year ended 3.lMarch 200] 

-2. 2.1 Introductory 

In the interest of industrial development ofthe State, Government of Haryana 
i~trd.duced (May 1989) a new scheme for exemption/deferment. of payment. of 
sale~ tax in respect of new industrial· units . and .·the units undertaking 
expansion/diversification. This was applicable to those units which were 
established during the operative period starting from 1 April 1988 to J 1 July 
1997 under Rule 28. A* of I-iaryana General· Sales Tax Rules,· 1975. The 
schelne was modified on 18 May 1999 effective from 1 August 1997 under 
Rule.28 B ibid. The salient features of the schemes are as under: 

* 

Zone .A comprising Centrally 
and ·State notified backward 
areas 

' 

Zm1~ B comprising areas other 
than''Zones A and C 

Zone C comprising Faridabad 
and : Ballabgarh complex 
administration areas 

Zone'. A comprising Centrally 
and 'State notified backward 
areas 

Zone B comprising areas other 
than ~Zones A and C. · · ·· 

Zone. C comprising Faridabad 
and : Ballabgarh .. · complex 
admihistration areas . 

UnderRule28A 

150% of fixed 
capital investment 

I 25'% of fixed 
ci1pital investinent 

I 00% ·or fixed 
capital investment 

100 % of additional 
fixed capital 
investment 

100 % of additional 
fixed capital 
investment 

100 % of additional 
fixed capital 
investment 

125% of fixed capital 
investmeilt 

I oo•x, of-fixed capital 
investmeilt 

90% bf fixed capital 
investment 

90% of. additional 
fixed· capital 
investment 

90% of additional 
fixed capital 
investri1erit 

90% of additional 
fixed capital 
investment 

·9 years 

.. 
7 years 

5 years 

9 Years 

7 Years 

5 Years 

Rule 28 A and 28 B of Haryana General Sales Tax Rule, 1975 framed under 
'
1

' section l3 B and 25 A of Haryami General Sales Ta\: Act, 1973. 

14 
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Chapter-II Taxes on sales, trade etc. 

Under Rule 28 B 

. . ' . 'i 

Low"Potential Zone 150% of fixed ·capital · 125%' of fixed c<ipilal 
'. -investment· investment . 
I 

Medim11 Potential f:one 125(% of fixed 9apital 100%, of fixed capital 
· iiwestii1ent investment . 

High Potential f:o1ie Not ~lpplicable 
. ; . ·, . •· 

Lfrw PotentiaLZ611e 175 •y., of -fixed capital 15o<x, of fixed capital 

; ; i 
investment· investinent _ 

Medium Potential Zone 150 % of fixed, capital -125 % of fixed capital 
,_ 1· investment investinent 

High Potential Zmie 125 % of fixed capifal 100 <Y<i of fixed capital 
investment investment · · 

' -· ' . 

150% of ·fixed capltal 125% of fixed capital 
investment investment 

Low Potential Z01ie .. 
' ' - - <·!' 

Medi inn· Potential: Zone 

-Higi1 Potential Zone 

125<Yo of fixed capital 
·investment 

I 00% of fixed capital 

.· . - .; 
jnvestnient 

2: 2. 2 Organisational set-up 
. . ' -

100% of fixed capital 
investment 

75%. of fixed capital 
investment 

9 years 

7 years 

9 years · 

7 years 

5 years 

9 years 

7 years 

5 years 

' -. - ' ,. : . - .· - . - _-··. . . 

The overall . control and superintendence of the sales tax organization vests 
with the Prohibition, Excise iihd Taxation Commis~ioner. (PETC) who. is 
assisted by ·the Deputy Exciseand T~~ation Commissioners (DETCs), Excise 
and Taxation! officers (ETOs ), Assistant Excise and Taxation ·. Officers 
(AETOs), Taxation Inspectors and other allied ·s~aff in the administration of 
~~- I . -

i 
I 

Eligibility c~rtificate in respect of smalUcale indust~y is issued.at districtJevel 
by the Genera'.! Manager,. District Indust~ies· Centre (GMDIC) after approval 
by the Lower Level Screening Committe·e. (LLSC) comprising Additional 
·Deputy Coriunissioner, General. Manager District Industries Centre of the 
concerned district and Deputy Excise and Taxation Commissioner (DETC) 

'jhcharge of: the district.> Eligibility certifi¢ate in respect of medium and 
.. ' ' . ~ ' . - - --; ' . ' -

. ··· 15 
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.'ludt~ Report(Rei1e11i1e Receipts) .fhr the year ended 3 /March 1002 · 

Jarg'e-scale industry is issued at directorate level by the Additional Director of 
lnddstries. after ·approval of proposal by the .. Higher Level . Screening 
Committee (HLSC) comprising Director of Industries, Excise and Taxation · 

- Cori)missioner, Managing Director, Haryana Financial Corporation, Managing 
Director, Haryana State lndustrial Development Corporation, representative of 
Fin~nce Department not below the rank of Deputy Secretary and Additional . 
Director of Industries. Exernption/entitlement certificate is issued thereafter·. 
by the Deputy Excise and Taxation Commissioner in charge of the district . 

2. 2.} Scope <dAudit 
'I - ·• -

With a view to ascertaining the correctness of system regarding eligibility of · .· 
unit~ for grant of exemption/deferment from payment of tax, promptness to 
assess the cases of exempted units and the possible loss, of revenue due to 
various irregularities, records of l O sales tax districts out of 21 sales tax . 
districts alongwith records of concerned General Manager, District Industries 

·. Centres an:d Director· of Industries for the period 1996-97 to 2000-2001 were · ·· 
- I''·· .. 

test-yhecked from.July 2001 to February 2002., · 

.-'I" 

2.2.4. Highlights 

{Paragraph 2;2.7 (i)} 

• • • • •• 

{Paragraph2.2;7 (iii)} 

•.• : 
. . 

(Paragraph 2.2.8 (a) .and (b)} 

- . {Paragraph 2.2.9 (i) and (i1)} 

.····-·· 
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· 'Chapte~-11 Taxes on sales, fro.de etc . 

. : . I "... . ·" . • "· . ·:" . . . .., . . .... 

>I . ·. . . . . . . . . . 
i 

'.] 
{Pardgraph2.2.9 (iii)} 

" ' '': i ' "' ' ·" ' .. ·. •. ' ' '' "" ' ' : " . ' ' " ·•:. ' ' 

···.~•1.11r111•••111111a11r•111.111 
'i 
i 

{Paragraph 2.2.JO (i) and(ii)} 

.·.The Irl.dustryiDepart~ent/Sales ·Tax. Department did not· have the cornwlidated 
•:figures of h,¢nefit sanct~oned ·to V,arious units under exeniption/defermerit 
scheme. Jn jthe absence of this vital information,. the revenue foregone by 
Government / by way. of exemptions/deferment could not . be aITived at. 

. However, as) per information made;avaifa.ple by field office~_of Industry and 
. · Sale~ Tax D~partment the apiount. of sales tax incentives gtantedurider the 

~ scheme as per etigibility/exeniptidn certificates issued from 1996-97 to 
2000~2001 tq various industrial units were as give11 below_:-: ' 

. . . .._ .. . :'... . . "· 

No. of Amount No.of ·Amou.n.t · No. of .. Amount 
units (Rupees·. units· (Rupees uumits (Rupees in 

hicrore) · in crore) crore)' 
; 

147..9i 1996-97 :.",.I 33 178.42· :<360 " 393 326.33 I 
. " 

1997-98 127 
•' 

'774.90 ·. 408 187;67 535 962.57 

.1998-99 I 60° 296,08 125· : 43.18 .. '185 339.26 
: .. i 

{999-2000'. L 49 288.13 259 24(11 308 
: 

~32.24 I 
! 

2000-2001 26 158,63 77 54.71 
" 

103 ,. 213.34 

Total 295 i,696.16 '1229 677;58 1,524 2,373.74 

Jmplemeritk,~on of sclieme by Sales Tax Department 

'c 

.... ·I . :. . : . . • . 

The positioh of exemption/deferment• certificates issued under various .sales 
tax inceptiv~s schemes between the pefiod froni 1996-97 to 2000-200 l for the .. · 
entire Sfate:was ·not a~ailable. Hqwe~er, in re~pect of 10 sales tax districts. 

' .. '·\ 

. 1.: 
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. A uditReport(Revenue Receipts) jorthe year ended3Jf..1arch2002 •·· · 

. ·. test-ctle~k6d the.informaticn1 was as tinder::. .· . ··;1·:' - . . ,. . -- . ,. 
'1'· 

34 390 399]2 

45 . 297.27 380 615.58 

146 195.89 33 J83.36 179' 379.25 

· i999-2o'oo ·· 
::· . 

98 161.50 . 2J -117.79 121 279.29 

.. I 20_(}(}~2(}Ql 
I • 1'··• •· 

Ji .. 99 68 114.70 244.97 130.26 
.. 

Tofal 1,003 1,103;23 '166 814.98 .1;169 l,918.21 
-i - . ·- . . ~ - . 

I During the years 1996-.97. to 2Q00~2001, ·· 193 units (large and medium scale:· · 
I 13 units and small scale: 180 units) had been closed. I I• . . . . . . . .·. 

I 2. 2. 6 .· :: Assessments in arrear 

J Und~dthe provisio~s ofHGST Rules, 1975, the ass~s'sment of an eligible 
I industha1 unit holding exemption/entit1em.ent cenificate sha11 be· framed .in 

. j accofdflllce "'.ith. the provisions .of.the Act and Rules framed thereunder as·· 
I .early. ~s possible and shall be completeg ~y 3 t December. in<respect of the 
[ assessment year immediately prec~ding 'thereto .. T ·. . :1 .. . .. . . .. •... ... ·.· .•. · . · ... ·.··.· .. · > • 

I During fost-ch~ck of recbrds, it was noticeq (between· Juiy 2601 and 
\ March1i2002) that in 1 O sales tax districts, 1120 assessment cases involylngtax 
I exemption/deferment .of,Rs.394:74. crore· were· pending assessment. as on . 

· . I 31 March 2002 as detailed belo'Y: · · · 

·····l.111!!fi~~ 
. " ·11 . 

I 1997::~,8 140 . , · 43.04 

I ·· 1998~9~ 
')· " 

149,69 . 

. I J 999~2boo . 97.89. 
':' ._\_.· .-- ... ·.:: 

·. r · 2000-2001 · 
I 1r 

·54.80···· 356 
I .·... . .. 

• . 1 ·· Total . . .· . l,Jizo · · ' . · , . • . 394:74 
.. ! ) . . . . · .. ·. . ··•.• ·, ... . I 

I 2. 2. 7 · [1,.regulariti~s in the grant of eligibility cerlificat~~· 
l .. i;i ' . ',• ...••.... ·· ... ·.... ,> .. · ' •... . . 

· 1 The eligibility certificates are issued .by the I11dustries J)epartmertt on the basis I , . . . . 18 . . ·. . 
·1 
I. 
I 

I 
I 

I " 
. 1\1 I . I 

:r .... 

.. 
' 

.\ 
I 

r· 
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Chapter-Ii Taxes on sales, trade etc. 

. · of re~ommendations of High Level Screening Committee (HLSC) and Low.er 
Le.vel. Screening Committee (LLSC). Elaborate internal control mechanism 
comprising" re~eipt of applications in the prescribed proforma, its s_crutiny at 
various levels ~nd decision by competent officers regarding grant of eligibility 
has been pre~cribed in the Act/Rules. Audit scrutiny revealed that the 
departmental authorities· did not ensure.the correct implementation of various 
provisions of the Act/Rules/Policy while granting eligibility certificates. A 
few illustrations1of their failure are given below: · 

(i) Incor~ect eJcemption .for expansion of industrial units 
: i 

As per Rule 28 (A) (2) (d), expansion of industrial unit for the purpose of 
exemption means a unit set up or installed during the operative pei;iod, which 
creates additional production/manufacturing facilities for manufacturer of the 
same product/products as of existing unit and (a) in which the additional fixed 
capital investment made during the operative period exceeds 25 per cent of the 
fixed capital investment (FCI). of the existing unit and (b) which· results info 
increase in arinual production by 25 per Cf!nf qf the installed capacity of the 

: existing unit in case of expansion. While granting eligibility certificates tp the 
expanded units the department ignored the codal provisions which resulted in 
frregular benefit ofRs.26.38 crore. A few cases are.discussed as under: ·· 

(a) Test-check of records of the Director of Industries, Haryana revealed 
(August 2001) that a firm at Rewari producing tempered safety glasses was 
. granted (28; March 2000) eligibility certificate for the period from 
1 September 1999 to· 31 ·August 2006 for an amount of Rs.26.14 crore in 
respect of its expanded unit. The installed capacity of the· existing unit was 
15, 75,000 square meters whereas the ahnuaf production of its expanded unit 
was 2,89,848 square meters. The increase in annual production works out to 
only 18.4 per cent and was less than 25 per cent as required under the B:GST 
Rules. Thus, grant of eligibility certificate without fulfillment of the codal 
requirements resulted in irregular benefit of Rs.26.14 crore. 

The matter was point~d out (August 2001) in audit but no reply had been 
· Teceived (November 2002}from the department. · 

I . 

(b) In ~anchkula district, a firm manufacturing cement was granted 
eligibility certificate for its expanded unit for .Rs.23.88 lakh for the· period 
from July 1995 to 13 July 2004. It was noticed that during the year 1994-95, 
the annual production of the existing unit was 7,666 MT against its installed 
capacity of :i5,000 MT and it further decreased to 6,316 MT during 1995'-96. 
Thus, the firm was not achieving .. the production even upfo the level of 
installed capacity and was thus incorrectly granted eligibility . certificate 
resulting in irregular benefit ofRs.23 .88 lakh. 

' . 

On this being pointed out in audit,. the GMDIC Panchkula stated 

19 

. I 
.I 



\. ""'~,. - .. 

Audit Report(RevenueReceipts) for the year ended 31March 2002 

. (December 2001) that t.he prescribed production level could ·not be achieved 
du·e td labour problems, machinery break down, power cuts, shortage of raw 

1 material and low working capital available in the unit. The reply of the 
1 depan;ment was not tenable as there. is no provision in the· Rules to issut1. 

eligibility certificate without fulfillment ofcodal requirements. 

(ii) • Erronefms exemption/deferment 

As per Rule 28 A (2) {t) (iv) of the Haryana General Sales Tax Rules 1975, 
!, rice mills, stone crushers, servicing units and units making steel and wooder:i · 
' furniture, in which the capital investment in plant and machinery including 

generating set exceeds Rs.5 lakh, are not eligible for the purpose of 
i exemption/deferment from payment of tax. 

. . 

I ' 

· ; During' test-check of the records of 6* DETC offices, it was noticed (between 
! August 2001 and January 2002) that 17 industrial units whose capital 
·. investment exceeded Rs. 5 lakh (14 rice mills, one stone crusher, one wooden 
furniture manufacturer and one tyres retreading unit) were erroneously issued 
eligibility certificates. This resulted in ·incorrect exemption from payment of 
tax amounting to Rs.5 .18 crore. 

On this being pointed out in audit, the General Managers, District Industries 
, Centre, Ambala, Kamal and Panchkula stated (August 2001 and January 2002) 
ithat these units were eligible as these fall under Rural Industrial Scheme 
1

[having ~apital investment in plant and machinery below Rs.5 lakh. The reply 
,was not: tenable as it had worked out cost of capital investment incorrectly i.e. 
:;cost of generating set was not included in the cost of plant .and. machinery as 
\required under Rule 28 A (2) (g). Replies from the remaining District 

' '.Industries Centres had not been received (November 2002). 

{iii) incorrect computation of flXed capital investment 
i : . . . . 
!As per Rule 28 A (2) (g) and 28 B (3) (g) of the Haryana General Sales Tax 
Rules 1975, fi~ed capital investment means investment in land under use, new 
building; new plant and machinery (including generating set) tools and 
~quipment, directly imported second hand machinery and will cover all the 
assets of the ·unit as erected at site and paid for as on any. day falling within 
60 days after the date of commencement of commercial production. 
i 

During test-check of the records of 9** .offices for the period 1996-97 to 
~000-2001, it was noticed (between July 2001 and January 2002) that while 
fixing the quantum of tax exemption/deferment of 73 units, ineligible 

I . 

~rticles/elements were included in the Fixed Capital lnvystment (FCI) for 

' * i 
"** I 

Ainbala, Gurgaon, Kamal, Panchkula, Rewari and Y amunanagar. 

Director of Industries and General Manager, Ambala, Bahadurgarh (Jha.iiar), 
· Gurgaon, Panipat, Panchkula, Rewari, Soni pat and Y amunanagar 
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! . Chapt~r-11 Taxes·on sales, trade etc. 

- aJlowing sales t~x .~xempfibn/ deferment of tax. This resulted in excess grarit 
of~xe_inpt.ion/de~eqnenf of tax of Rs.23 .3 4. crore ·as per _details giverrbelow:-

'- ·1 
~·. { . 

1•1mi•tm• 

2. 

4 

5. 

Director of 30 
Iridusfries: 
Harvana, 

-Chu;1digarh 

.GMDic, 
Ambaia 

GMDIC, 
Gurgaori 

GMDIC, 
Bahaclurg~rh 
(Thajjar) 

G:rvIDIC, 
- .. Pariipat 

I 'I' 

Cost -of oici inachinery 
(not _ imported), old 
building, • ti-avellirig · 
expenses, unapproved · 
technical . h10w-how, · 
transformer, starrtp - -
duty, air :tickets, 
payments beyond 60 
days, telephone charges -
etc. were_ included m 
FCL - -

Cost of theimic oil· and' 
cost_ _ of ' transformer . • 
were. inCiuded in FCL ·. 
Besides calculation 
error was noti~ed~ 
Cost of staff quarters,• 
. old machineri (nor 
imported) and paymerit• .. 
beyond .60 days were' 
included - - - in FCI: 
Calculat_ion - mistake~ 
were also. found. 

_Cost cif old machirierv 
(not !rrip()rted); triiI1sfo;~. -
mer, old; building and 
stump duty were-· 

_-includ\:!d ln.FcI 

....... 

Cost of trarisformer was --. 
illcludecl ili_Fci. · -

. ·~ 

(Rupees fo. lalkh) -
--1?15.71 l,9f3.94 

15.W . 23.04 

53.91 87.13 . 

77.88 

3:80 

I I" . 

In ·one case, Direcfor • 
of lridustriel'!, sfated -
(March 2002) that the · 
ca;:;ewill be placed in 
next HLSC - and -- in 

·. . . -
another. - case stated -
(October 2001) that 
cost" of.old machinery 
(not -imported) . was 
allowed by the 
Seeretary -. Industries: 

-Reply _ was not 
tenable as there fa no 
such . provision for. 

- inclusion of the cost 
of /machinery under 
the rnle: Reply in the 
remaining 28 cases --
was awaited 
(Noverrtber2002): · 

Departmental - reply 
was - awaited 
(November 2002) .. 

GMDIC, Gurguon 
stfited - (February 
2002) that ·tax 
exemption ofRs,2.69 · 
lakh has - been 
reduced in' two cases. _
Reply in -. the 
remaining 5 ca~es 
was - awaited 
(November 2002). 
GMDIC, Bahadm~ 
gurh stated ___ (March 
2002) -- that . tax 
exempti6n 6f Rs,2.70 · 
lakh has been_ 
reduced iri one case. 
Reply _ in -• the 
remaining 10 cases 
was awaited 
(November 2002) ... 

GMDIC; Panipat . 
stated (October 2001). 

- that · transformer-· was 
part ~fFCL This was 
not tenable . - as - -
transformer does not 
form art of FCI 
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·. Audi{ Report(Revenue Receipt.-ij forthe year ended 3Jlvlarch 2002. 

1•1 ..... 
f · · · · · · under the Act: 

I 

GMDIC, '2 Cost of Transformer, 3.68 ' 6:02 GMDIC, Pa:nchkula 
Parichkula Electric . security . and , stated . (December. 

[; 1110re than 50 per cent 2001) that one case 
:\ of cost of building were will be placed before 

GMDIC, 3 

·included in FCI. the I,LSC. meeting. 

21,08 

·The finaf.reply · in . · 
another .. ; case was 
awaited , (November 

.2002). 

· Re,yari 
Interest more than 5 per 
cent cif plant . and 
machinery, cost of idle ' 
land, security to HSEB; 
payment nlade after 60 
days were included in 

3}.63 · GMDIC, Rewari 
··stated (January 2002) . 

that 2 cases 'were' 
b~irtg placed. fo the · 

'next lower level 
screening· conunittee 

GMDIC, 
Sonipa.'.t 

!t:. 

; ii 
GMDIC, · 

~· . !' .- ' 
Yinnunanagar 

:! ' ' 

'i 

I\ 

9 

73 

FCI. ' ' 

Cost of . staff quarters, 
old ' ' b\Jilding, 
unapproved technical 
know~how. . ·. . and · 
transformer •were. 
included iri FCI. ·. 

Cost of old machinery 
·(not imp'orted), theimi~ · 
fluid,' transfotiner and 

'more than 50% of cost 
of building, paYi:nent 
beyond 6(L days were 
included ·· .. in .· FCL 

· Calculation : ··.mistakes· 
were also i10ficed: 

48:50' 

142.16 

• 2,(115.69 ' 2,334~10 

meeting ' ' whereas 
reply in:one case was 
awaited (November ' 
2002) 

. GMDIC; Sonipat. 
stated (January 2002) 
that q\Jautum of tax 
ex.emption iri 3 cases 
had been requced by 
Rs.5.84 Iakh. Reply 
in the. re.rriaining . 2 · 

· cases . \vas awaited 
(November 2002). 

Reply from GMDIC; 
. Yamunart11gar .. was 
awaited (November· 
2002)'.' 

. (iv) \\ . Incorrect acceptani:e~fappjicati~~~ . . 
' ~! ' ,' ·. --. -. . . ' . " . . . -- - -'. : ·. . . , . . ,, 0: ,..:-. . . ' - ._ . -. . _: . . - - - - - : ' 

As perRiile28 A (5) (a) of.theHGST Rules J 975, ~very eligible industrial 
unit ;'.shall make an applic;ation in prescribed Form *tn the· General Manager, 
Distfict: Industries·· Centre . alo~gwith ·• att~sted copies: of documents within 
90' dhs of.the d~te of its going· into' commercial production, No application 

·. shalll'be entertained if not preferred within time. ' ' ' 

(a) !\ · .. During test'.-check of,records;c it was noticed that. fifteen indu.strial units 
. appli:~d for tax benefits late by 1 day to 195 days but tax exemptiorildeferment 

1: ~ -- : -: - · ... , . ' ' - . -. : . " - . . -

* -1:··· STQ7o -Applicatioi. form'. for. the·.··· issue· 
· ' ·exempti0Wdefem1ent from paymel;lt of safes. tax. 

•· c .-" 

n 
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Chapter-II Taxes on sales, trade etc. 

ofRs.40.05 crorewas granted as per detail~ given.in the following table: 

----I. Director of Industries, Chandigai:h 4 3,580.35 

2 .. GMDIC, Ambala 4 44.02 

3. GMDIC, Gµrgaon 61.22 

4. GMDIC. Kamal 14.46 

5. GMDIC, Panchkula .2 35.58 

6. GMDIC, Rewari 9.44 

7. GMDIC, Sonipat . 215.82 

8. GMDIC, Yamunanagar 44.31 

Total 15 4,005.20 

Thus entertainment of applications beyond· the prescribed date resulted in 
irregular benefit bfRs.40.05 crore to the dealers. 

·1 

(b) · Test-check of records of DETCs, Panipat and Panchkula revealed that i 

in case of 17 units, eligibility certificates were issued without obtaining the 
change of land use (CLU) ·certificates (prescribed in the application form) 
from th_e competent authority resulting in irregular monetary incentive of 
Rs.8.39 trore. ,Though the eligibility certificates were withdrawn (June 1997) 
in case of 6 units, the amount of exemption of Rs.22.87 lakh already availed 
by them was not ·recov<;!red. In case of remaining 11 units, no reply had been 
received (November 2002) from the department. · 

(l~ Incorrect determination of zones 

During test-check of records of General Manager, District Industries Centre, 
Ambala for the year 1996-97, it was noticed that Ambala block was declared 
as backward with effect from 20 February 1996 and 3 units earlier located in 
Zone B were shifted to Zone A to give benefit from retrospective date which 
was irregular under .Rule 28 A (4) A of HGST A.ct, 1975. This resulted in 
grant of excess exemption of Rs.11.94 lakh. 

' . . . 

The matter wasbrought (August 2001) to the notice of the department; reply 
had not-been received (November 2002). 

(vi) Grant:of exemption without ~ligibility certificates 

·As per Rule 28 A (5) (h) of the HGST Rules '1975, the eligibility certificate 
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which forms the basis of granting exemption/entitlement certificate is required 
to be issued by the Additional Director of Industries in cases approved by the 
Higher Level Screening Committee within a period of 45 days from the date· 
of receipt of application in the office of the General Manager District 
Industries Centre. 

A test-check of records in the Office of Director ·of Industries, Haryana 
revealed that in 3 cases, (two of Gurgaon and one of Yamunanagar), the 
eligibility certificates for Rs.6.01 crore were issued after a delay of 5 to 
8.5 years from the date of receipt of application. In one case, the eligibility 
certificate was issued after expiry of operative period and till then the dealer 
had already availed the full amount of exemption of Rs.1.11 crore pending 
. issue of exemption certificates. In another two cases the dealers had afready 
availed exemption of Rs.3.41 crore ag~inst the total exemption of Rs.4.91 
crore allowed to the units. 

The matter was brought (August 2001) to the notice of the department; reply 
had not been received (November 2002). 

2. 2. 8 Implementation of the Scheme by Sales Tax Department 

(a) Inadmissible availing of tax exemption 
. . . 

As per HGST Rule 1975, the eligibility certificate is required to be issued 
within 45 days frnm the receipt of application in the office Of the GMDIC. 
Further, the DETC will issue the exemption/entitler:nent certificate on the basis 
of eligibility certificate within 30 days from the receipt of application in his 
office. 

In DETC, Gurgaon (East), it was noticed that 8 units applied (between· 
May 1995 and September 1998) for sales tax exemption. In none of the cases, 
exemption certificate was issued but the units continued to .avail of the benefit 
of exemption to the tune of Rs.3.91 crore from 1995-96 tO 2000-2001. In one 
case, the eligibility certificate was cancelled by the department as the unit had 
closed down the business after availing exemption of Rs.33.98 lakh. In 3 
cases, though eligibility certificate was issued, exemption certificate was not 
issued at all. In other 4 cases, nci eligibility certificate was issued. Availing 
benefit without the exemption certificate was not permissible and resulted in 
inadmissible exemption ofRs.3.91 crore. 

The matter was brought (November 2001) to the notice of department, but 
reply had not heen received (November 2002) · 

(b) Excess availing of tax deferment . 

As per HGST Rules, 1975, eligible industrial unit may avail the benefit of 
deferment upto the quantum and period as prescribed in the eligibility 
certificate. 

During test-check of the records of Gurgaon (East) and Faridabad (West), it 
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wasno-ticed.thattax ofRs.18·. L8crore \Vas dt1e against :whidi .d~ferment oftax 
ahiounting tb; Rs.20~59. crore was"'. ~vifted ·.by 9< units . for the period. froin 

_ -. ·1992-93.:to2QOQ:2001. Though, determent oft~s,2,4~1·.crore availed.in· 
·· extess of the· quantum prescribed' iil the eligibility'cerfificate was to be 
. recovered by the department, no action had been_ t_~ken to recover .the amount. 

- - . •.. . ·1 . . . . . . -

'The.matter was brought.·(March 20_02)·to the notice of'the. department;· reply 
had not been re.ceived(November 2002). · · · 

2.2. 9 Irregufar~tie.~ in a.\·se.\·sn1ent.\·J~{ e.xem/,tetl)tlefetred u flits_ . _ 
·-_ .. The rates of.i~x leviable on different (:oin~o-ditie~ have be~n prescribed under 

Haryana General. Sales Tax Act, J973 and Central Sales Tax Act; 1956. 
Rule 28 A ()i' 1Haryaha Ger1eral Sal~s Tax provide Jhat the amount of tax 
payable on the -sale of finished products of the. exempted units shall< be 
computed atthe maximumrates specified under'tne local sales tax la~. 

. . . ,·. . 

., (i)--. Untleriasse.11sment~lue .to apjJ/ication_ <d.incorr~ct rate <?f" tax 

Durirn~- test.:cl~eck ofthe records bf 6 sales tax ~ffices, -it w~s noticed that in 
25 ca;es of· i 6 units, . the· assessing authorities while -finalising (between 

· 19,98-99 and 2000-2001) the assessments: cakulated notional tax liability at 
lower rates. This resulted in uhder"'assessment of notional sales ·tax liability of 
Rs.153:43 lakh as per details inthe'.foUowirigtable: · -

1•1••-
J 
I 
I 
I 

._.:>.· ·,. : 

I.;·. :\mhala 13~1 ,,,~~ii. 
1996-97 and · 

1999-2000 

55.49. Ta.~·_- \in , mango- drink .. <proees.sed lime. r~ihiclory~ -. 
plasti_.: pip~ and C:olton se~d oil was levied al a lower 

mt~ or IO.Nil. 8. nil and I per cent instead of cor."cl 
raks o1"20.10.10.10 anti 4 and 7 percent r~spedivd~·. 

Rcrirnrks:-·. The matter. was pointed· nu! in audit (Atigus! 200 I) huL'no j·~pJ)i ·hall h'~en rec.:ei·;ed 
( Novemlil:r 2002 ). 

2. Bdw~~n -

1995-96 
:nid 1997'._ 

1998 

25.21' Tax ,;n · d~si ·gl\e~. TV cabinet 'imd rnpp~r-wir~ was 
levi~d at, a j,;we~ ;;,,~ of4. 4 and I percehr inst~ad of 

.:o~~ct rnles-ol"S.12 amt 2 per cent resp~ctiwly: 

Rrini1rks:: On'heing· 1;(iinted (llll in ai.1,<lit (h.:tweerl' July I ')99 am! May 2001) !he depar1ment c.:re<1led a 
·: I Jc.:lmmJ\11" Rs.-i J.:j lakh1 il1oi1c.: case and mi1.Jc.: (.lamulry 2rnU) rectilication in <inother one case. In remaii1ing 
I one cuse ETC l iary;1rni lissul:d (/\J'iril 2002 j instructions for iec.:tilication. ·· · · 

.l. . li'Lirgaun ( \\' ):, ii 1 1995-96. 9.51 TaX-}111 IOfging._·~\'as ·1cvit!,d at a loWl!f rat(' or:·~1 
per cem instead or 4 andTpe/:_cent. 

Remarks:- 01; being pointed out in !iudit (Mardi 2000),. th1.: departrn1.:nr cr1.:ah.:d (August 2ll00) additional 
ddnimll (;j· Rs.9.5 i lakh': - · -_ . . -- . · : 

4. .lha.iiar 3/4' 1997-98 
and 
1999-200Cf 

8.31' . Tax on fo~twear and toughened glass was ·le\-j~d al: a_ 

low~r rafe of 3 :ind 2 pei'.cent instead o( 5 and 4-

per cent resp~di\:ely. 

Rcm;1tks:~ On b1.:ing !minted 6ut in audit (Se1itenih1.:r 2(l01) th1.: depitrtment s1.:nt two c.:ases•-for suo·mntu 
ai:tion. In r1.:11111ining'l\\'o i:ases, reply had not heen receiVe<l (Nov1.:mber2002). 

---: 
. -- ' 
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A uJlii Repo1~t(Revenue Receipts) f<1r the yearenc/ed 3/March 2002: 

··1•1••-5. Kurnkshctra 215 ·j 992-93 and 51. 76 ·Tax ·on solvent and cotton seed was levied al lower 
1996,97 -rate iii" I and 4 per·.ceilt inskad of6'ai1d IO per cent 

· r~spectiwly. 

i, Remarks::~ On being pointed out in audit (bl!! we(!n September I ~99 and September 20t10) the department sent 
i (November 1999) two cases for suo motu aetion. In 1\:spect or remaining 3 .eases, no 'reply was received.: 
\(November2002) fromthe department.· · · ··· ·.· · 

I :6. Pani.pat I/I 1994-95 3."15 Tax on ·mahua ,oil ·was levied al lower rnte. or I 
I ! ·.per cenl inst7ad of4 per cent: 

i Remarks:~-On being pointed, out in uudi l (January 2000 ), the department sentthe rnse for suo mo tu m:tion: 

Tut
0

;il 16/25 153.-B 

. . . . . . 

·(ii) : Um/er-assessment ·due to application of concessional rate <~(tax 

. D~;in~ the tes~-check · .. of t·~e records of 6 offices,. it was .noticed ·that 
15 exempted units in 23 cases sold their finished products against STD IV 
Fori:ns during the years 1996-97 to 1999-:2000, but the assessing authorities, 
while finalising (between April 1998 and March 2001) the assessments, 
calc).ilated · notional sales tax . liability on sale of finished products against 
STD lV at concessional rates instead ofat the maximum rates. This resulted·. 
In dnder~assessn1ent of noticimil tax liability amounting to Rs.70.94 lakh as 
det~iled in the follo~ing table: 

I . ' 

.. . 

------
Ambala 7/15 9.82 

Faridabad Ill 1.73 
(East) 

. . nrn_jj~r 3/3 4.61 

Kumal 2/2 . Nil 

' 

Kaithal ]/! 0:25 

•Paniin1t 1/1 Nil 

Toti11' 15./2.3 16.41 

(Rupees in lakh). 

68.96 59.14 

3.46 1.73 

9:22 4.61 

3.36 3.3(, 

I. 95 1.70 

0.40· 0.40 

·87.35 ,711.94 
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In one case. demand of Rs.0~58 
lakh was ~reafod ai1d another 
case. was se1it (August 200 I) for 
suo mot tr 'action ... In remaining 
13 eases '-reply was awaited 
(November 2002). · 

.. Reply was awaite.CI (November 
2002) . 

Repb' ·was awaited (November 
2002) 

' . 

. One case was sent (Deeemb.:r 
2000) for suo motu action and in 
another case, d.:mand for 
Rs. 1.46 lakh was l:reated 
(November 2000). 

Reply was m\'aited (November 
2002) 

Reply was awaited (November 
2002). 

= 
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(iii) U11tler-a.,· ... es.rn1ent f~(ttL\. due to irreJ:ular deduction 

During the test-check or the records or 1 s· DETC oflices, it was noticed that 
68 dealers sold/exported finished goods out of India for R 252 28 crore 
against declaration ST-15 . Form H during the years 1994-95 to 1999-2000 
The as. essing authorities. while finalising (between June 1996 and March 
200 I) the as essments, assessed the notional sales tax liability after allowing 
deduction for goods either exported out of India or against declaration in Form 

T 15- from gross turnover This resu lted in under-assessment or notional 
sa les tax liability of R 9 34 crore 

On being pointed out (be(\l..een June 1997 and December 200 I) the department 
sent 30 case. for suo motu action, in 9 cases the sale tax liability was 
increased by Rs 69 96 lakh However, the department in 2 ca es of Panipat 
and onipat . tated that no tax was leviable on goods exported out of I nd1a, 
\vhich wa not tenab le because notional sales tax liability was to be cal_cu lated 
on gros turnover including sale price of goods exported out of India o 
reply had been received in respect of remaining cases ( ovember 2002) 

(iv) Under-<1., .. ,·essment due to mm-le1•y <~{ tax on branch 
tran.~fer/co11signment sale 

Explanation given und~-~ '.2 (n) (ii) of Rule 28-A of Haryana General 
ales Tax Rules. 1975,1\the branch transfers or consignment sales in ide or 

outside the State of I laryana sha ll be deemed to be the sale within the Stt1te 
and in the course of inter- late trade or commerce Further, as per condition 
No (ii) of Sub-Rule 1 I (a), of Rule 28 A ibid the beneficiary unit after having 
availed of the benefit sha ll not make ales outside the State for next five years 
by way of transfer or consignment of goods manufactured by it. 

(a) Three dealers in three cases (2 cases of DETC, Gurgaon (West) and 
one case of DETC, Jhajjar) made branch transfers/consignment sales valued 
Rs. I . 16 crore during the years 1994-95 to 1996-97. The assessing authority, 
while finalising (between January 1997 and May 2001) the assessments, 
allowed deduction of Rs. 1.16 crore from gross turnover This resulted in 
under-assessment of Rs.4 63 lakh. 

On being pointed out (September 1997 and January 2002), DETC, Gurgaon 
(West) replied (June 200 I ) that proceedings for recovery of the exempted 
amount alongwith interest thereon are under progress and the reply in the other 
case was awaited . DETC, Jhajjar rect.ified the assessment and created a 
demand of Rs 1.83 lakh 

(b) Jn another case of DETC, Hi ar, the 'dealer made branch transfer 

Ambala. Faridabad (East). Faridabad (West). Gurgaon (East). Gurgaon (West). Hisar. 
Jhaijar. Jind. Kamal. Kaithat. Panipat. Panchkula. Rc\\an. Sirs<1 and Son1pa1.. 
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valued at Rs.54.02 lakh within five years after availing of the benefit of 
exernption of Rs.20:60 lakh and the as~essing ~uthority allowed (March 1998) 
deduction of Rs.54.02 lakh 'from the gross turnover. · Jhis resulted in 
non7 recovery of :exerhpticrn amount of Rs.20.60 Ja:kh' beside interest : of 
Rs: 1 Y36 lakh. 

On being pointed· 6ut, the case was sent. for suo mot~ a~tion and the revisional 
authol-_ity increased (May 200J}notional sales tax liability by Rs.20.60 lakh .. 

2. 2.1 IJ: Under-asses.rnzent <d. notional sales flL~ liability 
: l . : . . - ·~ .. '- ; . : . . 

Under. the HGST Act, • 1973, goods when purchased within State without 
I payn~ent of tax a:nd used in the manufacturing of taxable and.tax free goods, 

are ta~able at the 'stage cif last pure.base. 

(i) ~During test~check of the.records of6 DETCs (A~bala, Hisaf; foajjar, 
Kaith~l, Panipat and Sonipat) it was noticed that .nineteen units ·fo 22 cases 

.· availing exemption from sales tax, purchased. oil seeds/cotton (taxable at the 
stage of last purchase) and PVCand HDPE·granules vai'ued at Rs.54.74 crore 

·from \yithin the State without payment of tax on the strength of registration 
certifici:ltes during the years. between '1994_95 and 1999-2000 · an'd used the 
sarrie 'in -1nanufacturing of taxable and tax. free goods. While >finalisi•1g 
(Novernber 1997 to May 2000)assessments; the assessing auth~rities failed to 
levy.purchase tax,· This resulted m under~as.sessment of notional sales tax. 
liabilit'y of Rs. I ,Tl crore as uncier: 

111•r11111 
1. A1nbal<i 6/6 I.kt ween 19%-97 Oir!ieeds . 20.36 · 40.72 

and 1998~99 

.. : Remarks:- On being poinll!d oi.1t iii audit (b~tween March 2000 and Scplt:mber 2001 ), the department 
J 'sent (August 2001) two cases for suo niotu actiim anq raised (Mardi 2001. aml Jaiiuary 2002) a· 

dcmimdor Rs: 11.37 lakh in two cases. Reply iii reinaiiiing 2 case.swas awaited (November 2002.). 

2. ·Hisar Y, . 1997-98 ~i11d 
1998-99 

Ctitton . 6.00 23.99 

Rcmarl,s:~ bn being pointed out in a{1di((Ma~'a;1<l July 2()(HJ), the depmtmi:nrsent m;e c;ise forsuo 
motu action. Reply iii another case was awaited (Novcmbct 2002). - · _. . 

'Jhqjjar · I /I 1995-96 PVC - ·.1 :29 2:85 

I : - ·.' -- - "• • 

Remarks:- On being pointed out in audit (March 199~)~ the departme1it rectified (June .. 199~) .the 
assessment and created'( June 1998) demand for Rs.2.15 lakh.. · 
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(1. -• -- · S<~nipat. 4)4 

. ' _-J - '. _·,' - '-.- :: :. - .. --- ·- >" __ -- .. _. -. -- ·-
• (iit ·.: 1es~-:chec,k· _cff the records· of- ·DETCs, Pa11chkLila, ·Glirgaon .(West), · 

AJ11_oah{ ai1i Panipat revealed th-at in five. cases _of:S- uriifs(the nptionar·sales -
ta~·:1 i ability-w~s; pC!l~ulafod- short by Rs AO: SB ·lakh cdue to· calculation: ~1istake 
dtirii1g·the year'(1:995'-96 to 1-998~99. - '· - · · - · 

< '• - • ',_"·i-· ·- • - ~ .. : ->:.' _, _·_ .:·. ··-~··:~:: ./- ''-.<-r• • -
-Orib~ing p.qirlted~out (between.March-:2001 ahd.-.F~qi-u~ry 2002),-_theDETCs, _ 
: Gurg'1on · {We~tj, . ,P<fr1ohk_u1a· ·and' -Pan.ipat _- re-Ciified. the ( ass~ss1~1e1its--- arid .-
-ihcreased (rvfay.:jJul1e 2oor_and~F~btuar,y:2uo2) the:n-otionaf Sc!Ie~:-t~x llab_ility: 
bf:Rs~:37_7fl~k~:-· ·Reply from>oEtc; ·Ambala in .. two casef:had not been-
re.ceived (No\;e[11ber 2002): .-. - · -- - - . · · · ····-~~- -. _-. -. . . -. ".·r·· -. . - -------- -

i'"' 
- ,_·\ . , --1:" -f 

-·2.2.f1 _N01i:.nui1~it,)r_ingr~(ew111pted/t1~fen:eil units_ -< _ : __ _ 

. ru~t~;;:n1t~o;:r;;,1~6~1::·~;.;~rh~~i:;~~2ret:tpr~:~.:~d ·~epr~~ie~c;~:• 
- peffq-~n!arc~·;of,J~ch:.eli,gihl~ ·industrial: ~nitaf1c{ to s~~d ·a qu~rt-~rlyreport tO · 

the Ex'cise;an(i Taxation Conunissiorietjn the_ following month but none· bf the 
· CommfsstoJl~t(©ft.he 10 -districts te.st~checked .senUhe quart~rly peffonnance 

--. -·~-. -·· ~·-- :_ .. i-·~ ·- ... ·_--" ·. ' . >• '. • --·-··· - ___ ,_ •• -- • •• ~ --· • .: »"' 

reports to the Excise and Taxation'•Cornmissioner,:Chandigai::h: Thus, non:. -
·monitoring- o(exempted/deferred units resulted in non:recovery of- tax of 

- .1-

. I 



'~ '-. 

:-·· -· 

\ . · .. ' ·. ·.. . .... . 
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···.·R~.37.32 crore as.detailed below: . 

(i) . J)f.;..p;Jsat(J.{fixed asse(.~ 
As p~r HGST, Rules,·. I 975, the :eligibility certificate gra1;ted to an industrial. 
units's!1all be liable to be withdrawn at any time during its currency by the 
apprbpriate screening com1nittee in case of c;lispdsal or)ransfer by:the unit of 
any ~fits fixed assets. · · · · ·· · · · 

·•· Test.:.check. of the records of bETCs, Jagadhari, Panchkula and Rewari · 
revea'l~d that in .:'.teases (2 of Jagadhari, one each of Panchkula and 'Rewari), 
the ir{dµstrial units had disposed of (between March 1990 and Janl!Ary 2000) 
fixed;. assets .of R~.1 :36 cror~ during· the; currency of eligibility cettificate. 
HowJver, Jhe exemption certificate in 2 c~ses ofJagadhari was cancelled in 

.Novel11ber. I 9~7and March.}998 ·(i.e. after a Jap~e of7 ye~r~ in one case and .· · 
one fear in other case). ln'the at.her case it.was cancelied.after being pointed 
.out iri audit in February 2002 and no action was takenin the remaining OP.e. · 
This rtesulted in non-realisation ofRs.57.93 Jakh. ·.· · ·· · · ··. · · .· 

' . . - . . . . . 

• (ii) · . , Non-nwint~1umce o_lf;~,;dudionle1:el 
As<perflGST.Rtiles, 1975, the benefit oftax exemptioOJdefennent shall be 
subject to the condit_ioi1 that th.e· beneficiary unit after. ha vi rig availed of the 

. benefit, shall Continue its production at ]east for the next five years and not 
·below. the.level of average production.for the preceding five years.·· lrLcase the :.:. 
unit v)olates the cor1dition, it shall be liable to make,. in addition tp the full . 

. amount of .· tax::-:benefit .· availed of · by it· during ·.the · period 6( 
exemption/deferment, payment of interesL~hargeable urider th~ Act as if no · 

ex~mptiori/defermeht was ever available to it: . . . . . ·. 
Ii . ·· · ,_· ;.- - _ : 

Dui-ing,test-check of records .ip th~ offic~s of 8 s'a:Ies tax districts, it ·was.•. 
notice9·that 31 units after availipg tile' exe!Tiption of Its. 14.36 crore, did not. 
maintain th,e level of production to the exterit of average production. for the 

. preceqfogfive years and thus, th'ey \\(ere li(lble to refuncithe full amount of tax .. ' ' 
bei1efitavailed of by the units. Neither the .units refunded the·a.foount of ' 
exempjtion 'nor the department . demanded/recovered.. the amount . of 
Rs: 14.p6crore from the units as perdetailsgjveninthe table beiow: 

l-·-1. .· Ambala .··.·• 1 . 0.65 · · 

2 ' Gurgaon (E) · 6 .·. . 1:09 

3 : ;1ha.ilar · 0.35. 

4 - 'Jagadhari . ·. l.16 

5 '.Karimi 3 0.26 
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C!wpter~J J Taxesoi'r .1·cJ/es, trade de:. 

, __ _ 
(, Rcwari ... 8.3(> _) 

7 Is . 0111pat (> l.51 

8. Panipat 5 .•· 0. 98· 

Total 31 14.36 
• 1 .. 

- : -· 

Tbe matter was brought (August 200 I arid March 2002) to the notice of the 
department, but their reply had not been received (November 2002) . 

J .. 

. ' 
i 

I 

(iii). .. Non-ree,overy f~{ flu: . j 

Under Haryana General .. Sales Tax Rules, ·I 975, the exemption/entitlement ! 

certificate grai1ted to an eligible industrial UJlit shall be liable to be cancelled 
by theDeputy Excise and Taxation Colnmissioner concerned either in the c;;ise 
of discontinuance of its business by the unit any time for a per:iod exceeding 

• . I . . . . . 

six months or .its closing do\vn during 'the period of exemption/deferment. 
Further, under i the rules ibid~ on cancellation of eligibility certificate or 
exemption/entitlement certificate before it is due for expiry, the entire amount 
of tax exempted/deferred shall become payable iminediately iri lumpsum and ·•I 
theprovisions 1'.elating to recovery of tax, .interest and imposition of penalty 
shall be applicable in such cases. 

: . 
(a) During test-,check of the reeords in the 1 b sales tax districts, it was 
1ioticed that I ?5 units after availing exemption of Rs. I 9.85 crore during 
1996-97 to 2000-200 I, discontinued their manufacturing process during the 
currency period of exemption/deferment. Though the concerned Deputy 
Excise and .Taxation Co1'nmissioners cancelled (between June 1997· and 
September 200 I) the exemption cert,ificates of these units, they did not recover 
the .amount of Rs.19 .85 crore of exemption availed by the units as detailed 
below: 

. I A111b;11c; 
.. 

I. 3 l.62 
I 

I 
I 

3.69 2 . .. Gurgaoil (E) 8 

1. 
, I 

Gurgaon (W) 6• 0.1 I 

-L Jagadluiri 11 0.53 

5. . Jhajjar i 
" 

35 1.41 

6. Kamal; 48 
,. 

3.72 •. 1·: 
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.-1 udit Report(l?eFet111e Redeipts)jiir theyear er~ded 3 /;\ /ai-c:h :!00:! 

:' ,· -. , - ·. =· =··~===·,.,;_,·=='=~===== 

----' T. Panipat 2 o.<n 
1 x'. - I Panchkula · I(, 2.3 I 

9. Rcwari 10 -1:6 I -
I 

I I 0, So11ipat lfi 1.82 
: 

Total.·- --155 . 19.85 

0\1t of I 0 units· of Rewari District, 4 units availing tax exemption of 
Rs:80. IO Jakh had goi1e to Bureau of Industrial Finance Reconstniction (BIFR) 
a1M 2 units availing tax: exemption of Rs.26. 16 lakh had gone on liquidation. · 

(b) . Further; in 9 cases (6 of Rewari and 3 of Yamunanagar), the industrial 
units after availing exemptiOn/deferment of Rs.2.53. crore disco.ntinued their 
manufacturing process during the currency period of exemption/deferment but 
the exemption certificates were not cancelled by the DETCs. Thus: the 

. amount of Rs.2:53 crore of exemption availed_ by the units remained 
Un.recovered (November 2002). · 
01~- being pointed out in. audit, the ETC, Haryana issued (April 2002). 
in~trnctions to all DETCs to furnish the-quartedy returns regularly to him. 

2. 2.12 Conclu.\·ion 
' - . . - . . . 

Tl1e main objective of this sales tax i11centive scl1e_1i1e was over all industrial 
development of the State. It did not produce encouraging results as a large 
nu,mber of units .were closed during. the currency .of the incentives. The 
progress made in industrial development was not watched, which was evident 

. frofn the fact that consolidated figures for targets. fixed under the scheme, 

. achievement of target. of units. established or closed during currency of tl~e 
incentive etc. were not available with the department. 

· The delay in finalization . of · cases, excess availment · of tax 
exei11ption/deferment, incorrect computation ~f fixed capital: investment and 
noti~recovery of tax due to closure of b,usiness and disposal of fixed assets by 
un'.its indicate that the. department lacked internal. control to nionitor the 
scheme. · · 

The functi~ning of the depa11ment needs strengthening so thatloss on account 
of receipts to the Government in i mpleh1entation of various provisions of the 
sc;beme issued under the Act is avo.ided. 

Tl~e above cases \vere referred (April 2002)to Government; reply had not 
been received (November 2002). 

;;~§I:i:@::;,j:j~nnili¥!f:::;,9~1:n1:11:1~i:i:1ij]¥.::1;;::fa:::i:::::::::::::::::::::.:::t::;:::i:: 
Under the Haryana General ·Sales Tax Act, 1973; goods specified in 
schedule-D are taxable at the stage of last purchase when purchased within the 
State. No deduction from dealer's gross turnover is ~dmissible if such goods 

• - ' '· < • " ,. • •• 
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Chapter-II Taxes on sales, trade etc . . 

are indirectly exported out oflridia. Further, a dealer is liable to pay tax on the 
purchase of goods (other than those .specified in Schedule B) which are 
purchased from within the State without payment- of tax and used either in the 
manufacture of tax free goods or in taxable goods disposed ·of otherwise than 
by way ofsale. 

During test.,.check of records of 8 offices, it was noticed (between June 19'99 
and March 2002) that the assessing authorities did not levy purchase tax of 
Rs. 1.18 crore including interest in 25 cases of 20 dealers during the years 
1994-95 to 1999-2000 as detailed below: 

1••·-·· 
3/6 I 995-96 to 

1997-98 (between 
September I 997 
and December 
I 998) 

Purchased cotton from 
within State without 
payment of tax and 
exported the same out of 
India through exporters. 
There was no agreement 
between the dealers and 
foreign buyers for · such 
export. 

(Rupees in lakh) 

832.73 33.3 I 

Remarks:- On U1is being pointed out (June 1999 and March 2000) in audit, the revisional authority creat·~d 
(between November 2000 and January 200 l) an additional demand of Rs.33.31 lakh of which a sum of 
Rs. 18.55 lakh in two cases had been recov~ed in Febmary 2001. Report onrecovery ofbalance amount was 
awaited (November 2002). · 

The mutter was referred (May 2002) to Govenunent; reply had not been received (November 2002). 

2 4.. 8/9 Between 1994-95 Purchased paddy from 860.33 34.41. 
and 1998-99 within U1e State . wiU1out 
(between March payment of tax and used the 
1998 and October same in the manufacture of 
2000) rice exported out of India 

through exporters. . There 
was no agreement between 
the dealers and foreign 
buyers for such export. 

Remarks:~ On this beiiig pointed out (between Jnne 2000 and.March 2002) in audit, the department created 
an additional demand of Rs.3.65 lakh against twci dealers afler adjusting Rs.0.15 lakh retimdable to a dealer of 
Kamal. Furthcr; the departmc1i.t also acccpted thc audit obscrvation in respect of.5 cascs of Jind and stated 
(Nnvelnbcr 200 I) that pn;cccdmgs had been initiated for revising the asscssment orders. In case of 2 dealers 
of Panipat, the department intimated (March 2002} that both thc ·cascs had been· sent (March 2002) to 
revisional authority for taking suo motu action. Further report on action taken had not been rcceived 
(November 2002): 

The cases wcre referred (between October 2000 and April 2002) to Government; reply had not been received 
(November 2002). · 

3. 2··· 4/5 1997-98 to 1999-
2000 (between 

September 1999 

Purchased paddy from 
. within the State without 
payment oftax and sold the 

* 
** 
*** 

ETO Mandi·Dabwali. 

DETCs: Hisar, Jind, Kamal and Panipat 

DETCs: Jind and Panipat. 
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Audit R,ep;rt(Revenue Receipt,,) .for the year .ended 3 JMarch 2002 

1••·-·· .. and August 2000) same' to exporters of rice '· · 
outside the State. There 
was no agreement between 

· = - .the dealers and foreign·. , 
·buyers for such export. 

Remarks:-. On this being pointed out (between Febmary and August 2001) in audit, the department referred 
(Murch and September 2001) all the five cases to the revisional authority for taking suo motu action. Further 
report on action taken had not been received (Noveniber 2002). . 

4/4 Between 1 996-97 
and 1999-2000 

(betweeh 
Septe1nber .1999 ·· 
andfone 2000) 

Ptirchased paddy from 
within ·the ·State· withoL1t · 

. payment of tax mid used it 
in the manufacture of rice 
exported out of Ir1di'a" 
through exporters. ·me 

· Assessing Authority levied 
tax on paddy· but allowed a 
rebate frmn the tax payable 
on paddy, which was 
incorrect. 

356.18' 14.27 

Remarks:- On this being pointed out (between June 2000 and November 200 I) in audit, the revisional 
authority disallowed the rebate and created (May and October 200 I and Febmary 2002) an additional demand 
of Rs.12.44 lakh, of which Rs.1.05 lakh had been recovered. Report on action taken in remaining one case of 

·.Narwana had ntit been received (November 2002) 

;rh·e matter \Vas referred (April 2002) to the Government;. reply had not been receiv~d (November 2002). 

·.· 5 Ill 1994-95 · Purchased spirit (taxable 60: 92 2.68 
(January 1998) and used it in manufacture 

of · fMVL (tax free 
goods/stock transfer). ·"Ilic 
assessing authorit)1 did not 
levy purchase tax on the 
spirit worth Rs.60.92 lakh. 

Remarks:- dn U1is being p'ointed out (March 2000) in audit, the department created (July 2001) an additional 
demand of Rs.7.87 lakh which incl'uded Rs.2.68 lakh as pointed out by audit and Rs.5.19 lakh 
(Tax: Rs.3.48 lakh and interest: Rs.1.71 lakh) on account of non-levy of tax on miscellaneous income. The 
~epartment farther stated that the dealer had preferred an appeal against the revisional order. The decision of 
appellate authority was awaited (November 2002). 

The case was referred to Govenunent in July 2000; reply Jiad not bc~n received (N9vember 2002). 

Total . · 211/25 2,694. 70 117. 74 

i~~1::::::::::::::::i::liif:J.iil!::111::@.1.:~:::1P.::::J.1§.1:::itil:;;::;::: 
Under the Flary~na General Sales Tax Ac( 1973, 'sale' means any transfer of 
property in g<;l~d,s for c~sh or deferred payinent or other valuable consideration 
and includes transfer ofright to use.any goods for any purpose (whether or not 
for a · spedfied' ·period) for·. cash, ' deferred payment or other valuable 
coi1sideration. 

* 

** 
DETC Sonipat and:ETC}Nahv~ina: - ' 

D ETCSonipat. 
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During test-check of records of the Deputy Excise and Taxation 
Commistlt>ner, Panchkula, it was noticed (June 2000) that a dealer dealing in 
co ld dnnks received a sum of Rs I. 13 crore as lease rent of empties from 
various customers during the year 1997-98 The a essing authority, while 
finalising (July 1999) the assessment did not levy tax on the amount of lea~e 
rent received for empty stocks (empty bottles) The omission resulted in non
lev} of sa les tax of Rs. I I 34 lakh 

On this being pointed out (June 2000) in audit, the revis1onal authority created 
(June '.WO I) an additional demand of Rs. I I 34 lakh Report on recovery had 
not been received (November 200 I) 

The matter was referred (August 2000) to Government, reply had not been 
recei,·ed ( ovember 2002) 

Z.S··· l~Y.Und~:assessiilentd'iJ~io·~xc~ss rebaf~t( . 
Under the Haryana General Sales Tax Act. 1973 and the Rules framed 
thereunder, tax leviable on a dealer on the sale of atta, maida and suji shall be 
reduced by the amount of tax paid in the State on the purchase of wheat at the 
first point and used in the manufacture of such atta, maida and suji When no 
tax is payable on atta, maida and suji, full amount of tax already paid on v.heat 
used in manufacture of these goods upto 14 August 1997 was refundable. 

During test-check of records of the Deputy Excise and Taxation 
Commissioner, Panchkula, it was noticed (March 1998) that a dealer exempted 
from payment of tax made purchases of 194121 36 quintals wheat from the 
Food Corporation of India (FCI) at the rate of Rs.360 per quintal during the 
year 1995-96 The assessing authority, whi le finalising (June 1996) the 
assessment, allowed a rebate of tax of Rs.29 52 lakh instead of Rs.27.83 lakh 
worked out for tax paid on wheat used in the manufacturing of atta, maida and 
suji . This resulted in excess refund of Rs. I 69 lakh. 

On this being pointed out (March 1998) the department created (August 2000) 
an additional demand of Rs .3 .76 lakh including the rebate in tax of 
Rs.2 07 lakh disallowed on the wheat used in manufacturing of tax free goods 
(wheat bran). 

The case was referred (January 2002) to Government; reply had not been 
received (November 2002). 
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• Audit Report(Revenue Receipt.\~ fiJr the year ended 3 IA/arch 2002 

-
Under the Haryana General Sales Tax Act, 1973, the rates of tax leviable on 
different commodities are prescribed and notified by Government from time to 
time. The oil seeds (Sarson and Sunflower seeds) when purchased within State 

· and used in manufacture of oil, being declared goods, are taxable at the rate of 
four per cent at the stage of last purchase. 

During test-check of records of the Excise and Taxation Officer, Shahbad 
Markanda (District Kurukshetra), it was noticed (July 2001) that a dealer 
purchased oil seeds valued at Rs.2.00 crore (Sarson-seeds: Rs.69.84 lakh, 
Sunflower seeds: Rs.1.30 crore ) from within the State and used it in tl-ie 
manufacture of oil during the year 1995-96. The assessing authority, while 
finalising (March 2001) assessment, did not levy purchase tax ofRs.5.19 lakh 
on the value of Sunflower seeds and erroneously levied purchase tax of 
Rs. -1.54 lakh instead of Rs.2.80 lakh on Sarson seeds resulting in short levy of 
tax of Rs.1.26 lakh. This resulted in under-assessment of purchase tax of 
Rs.6.45 lakh. 

On this being pointed out (July 2001) in audit, the assessing authority referred 
(September 2001) the case to revisional authority for taking suo-motu action. 
Further progress had not been received (November 2002). 

The case was referred (September 2001) to Government; reply had not been 
received (November 2002). · 

Under the Haryana General Sales Tax Act, 1973, the assessing authority is 
required to examine the genuineness or otherwise of any sale or declaration in 
Form ST-15 before allowing deduction from gross turnover to a registered 
dealer.. Lost or stolen declaration forms are declared invalid by the concerned 
district officer and the fact circulated to all the assessing authorities in the 
State to prevent deduction against such invalid declaration forms being 
allowed. Further, penalty is also leviable for the offence of producing before 
the .assessing authority, any false or incorrect account, return or information. 
As per notifications dated 29 March and· 5 July 1996 issued under the Act, 
stone being unclassified. goods, was taxable at the rate of nine per cent upto 

·. 4 July 1996 and at the rate of ten per cent thereafter. 

During audit of recorqs of the Deputy Excise and Taxation Commissioner, 
Gurgaon (West), it was noticed (March 2001) that a dealer was allowed 
(April 1999) deduction of Rs.21.41 lakh on account of sales of stone valued at 
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Rs. 72.48 lakh during the year 1996-97 to registered dealers against declaration 
forms (ST-15) which had either been declared invalid (between January 1991 
and March 1998} by district officers or were issued by the unregistered /non
existing purchasing dealers. Thus, the· total deduction of Rs.21.41 lakh 
allowed against invalid declaration forms was incorrect. This resulted in 
under-assessment of tax of Rs.6.36 lakh including minimum penalty of 
Rs.4.24 lakh. 

On this being pointed out (March 2001} in audit, the revision al authority 
created (November 2001) an additional · de1riand of Rs.2. 14 lakh with 
directions to issue separate show-cause notice for imposition of penalty. 
Further· report on action· taken/amount recovered .had not been received 
(November 2002). 

The matter was· referred (April 200 I) to Government; reply had not been 
received (November 2002). 

Under the Haryana General Sales Tax Act, l 973, .where goods taxable at first 
point of sale are sold by one registered dealer to another registered dealer, tax 
is liable at lower rate, ifthe purchasing dealer furnishes a declaration in Form 
STD-4 certifying that the goods are meant for use in manufacturing of goods 
for sale. ln September 1998, PETC, Haryana issued instructions to_ all field 
offices to ensure that facility of STD-4 extended to manufacturers for 
concessional rate of tax is _not allowed for transfer of goods to other States. 
Further, if the dealer availing of the lower rate of tax, violates any of the 
conditions or restrictions imposed, a penalty not exceeding one and half times 
of the tax involved may, after affording the dealer a reasonable opportunity of 
being heard, be imposed in addition to the tax .payable. 

During test-check of records of the Deputy Excise and Taxation 
Commissioner, Gurgaon (West), it was noticed (January 2002) that a dealer 
purchased goods* (taxable at first point sale) valued at Rs.9.47 crore. 
(inclµding opening stock of goods) after payment of tax at lower rate of 
4.4 and 5 per cent against declaration in Form STD-4 and used in manufacture 
of goods stock. transferred otherwise than by way of sale during the year 
J 996-97: The assessing authority, while finalising (February 2001) 
assessment, omitted to levy the tax at higher rate of8.8 per ce1?lllO per cent . 

. Thi.s resulted in no~-levy of tax of Rs.47.24 lakh and penalty of Rs.70.86 lakh. 

· The case was referred to the department and to Government in January2002; 
_ replies had not been received(November 2002). 

.-· ~-

Air C01.1ditioners and their parts. 
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Under the provisions of the Haryana General. Sal es Tax Act, 1 973, and Central 
Sales.Tax Ac( 1956, a dealer is. required to·pay the full amoiJ.nt oftax due-as 
_per the returns required to besub111itted by_the prescribed dates. In the event 
. of default, th,e dealer is liable to pay interest on account of tax due at one 
per cent per month for the firstmon.th and at one and a half per cetll per month 

I ther•eafter so long as the default continues: In addition; penalty not exceedi~1g 
· ! · one 1and a half times the amount of tax is ~!so leviable for hon-payment of tax 

I 

. alongwith the returns.· 

During· test-check of the records of . Deputy ,·EX:cise · .and Taxation 
Commissioner,~Pai1ipat, it was noticed (betweenJanuary and.February 2002) 
·that,si.xdealersin.sev~n cases did not payfull amount_oftax due a!Ongwith the 
·returns during the years 1996-97 to 1998-99. The assess.ing'authorities, while 
finalising (between January and March ZOOI) assessments, ·created additional . 

· dernands. of.tax aggregated to Rs.20.48 lakhand pronounced in the a'ssessment 
orders that penal action for levy of interest and penalty would be taken 

. sep~n1tely; but no such actiol):was initiated .till January 2002. This resulted in 
non~levyof interest of RsJ0.23 lakhbesides penalty. · · 

. On '{his being pointed out (between January and February 2002) in 'audit; the 
departmen.tcreated (February 2002) dE'.mand for interestof Rs.2.32 lakh in two 
cases and statE'.d iI1 the order that penalty ~o.tice be issued~· In.two cases of tvvo 
dealers, . the . department stated {February 2002)" that proGeeding for levy of 
inte1;est and penalty were in progress. Noreply was received fo _the remaining 
three. cases oftwo dealers. Report ori recovery and- fuiiher action in respect bf 
levy of penalty had not been received (November 2002) .. 

' ' . 

. . Th~ :matter. ~as referred (Ap~il 2002) to the. Govemme.nt; reply had not been 
received (November 2002). . ... . 

, . ,-. 

. . . 

·:1~:~1;;:::1::;::11tt.ifl-1i~l\li\i]fti\lll1~11i]!jf:~j~:::i:ltiill::::;;~]i! . 
Under theHaryana General Sales Tax Rules, l 9J5: if a unit holding exemption 
certificate contravenes any provision of. the Act under which exemption 
certificate has been granted,itshall .be liable to repay the entire amount of the 
tax exempted al9ngwith the interest payable-thereon: . . . 

. Durirygtest-check: of records of Deputy Excise .. and Taxation Commis~io~er, 

.• 

_·, 

1 

. Fatehabad, -It was n_oticed (January 2°002) tnat a dealer of Tohahawas granted · · · )\. 
\ (Jtirie 1992) exemption from payment of tax of RsA2.53 l~kh for the period 

· from~27 November 1991 to 26· Novemb~r2000. The dealer, after availing 
benefitof full exempfam during the year I 9~3-94 to 1997-98, closed down its 
business and disposed of its machinery: For contravention of the provisions of 
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Act/Rules by the dealer, .the department cancelled (August 1999) the 
exemption certificate of the dealer and raised a demand of Rs.42. 70 lakh but 
the d.emand for interest of Rs.30.01 lakh was not raised. 

On this bein~ pointed out (January 2002) in audit, .the department stated that 
demand of Rs.42.70 lakh is pending against the dealer for which recovery 

. proceedings are in progress. It was further stated that interest, if any, .payab.le, · 
shall. be considered after clearance of the original demand. Reply of the 
department was .not tenable as the firm had already gone in liquidation and 
assets stood disposed of by Haryana Financial Corporation (HFC). Thus due 
to non-raising of demand of interest, the department could not claim the 
amount ofRs.30.01 lakh from HFC. 

The matter was referred (April 2002) to the Government; reply had not been 
received (November 2002). 

1, , • 

The Haryana: General Sales Tax Act, 1973 provides that no person shall · · ! . 
collect any sum by way of tax in respect of sale or purchase of any goods on 
which no tax is payable under the Act. Further, Haryana Sales Tax Tribunal-II 
held (September' 2000) that an exempted unit having collected purchase tax 
from the payer has no business to retain the same and convert it to its own use 
and it s)10uld come into State coffer. 

During test-check of records of Deputy Excise and Taxation Commissioners, 
Soni pat and Panchkula, it was noticed (between February 1999 and 
December 200 I) that in 6 cases, three dealers who were availing benefit bf 

. exemption from• payment of tax .. under Rule 28 A sold rice procured from 
paddy .valued at ~s.6.57 crore to the District Food and Supply Controller 
(DFSC) during the years 1995-96 to 1998-99. The sale price of rice charged 
by the .dealers from the DFSC was inclusive of purchase tax of Rs.26.30· lakh 
payable on . the paddy used in procuring of such rice. But -the assessing 
authority, while· finalising (between September 1997 and June 2000) ·the 
assessments, failed to notice the non-payment of purchase tax so collected by 
the dealer from the DFSC. This resulted in non-realisation of collected tax of 
Rs.26.30 lakh. 

On this being pointed out (betweenFebruary 1999 and December 2001) the 
department accepted (between February 1999 and January 2002) the audit 
observation in all the 6 cases; of this 5 cases were sent for suo motu action. 
while in I case, an amount of Rs.3.33 lakh had been recovered 
(December 200 I). The department .further stated (April 2002) that revisional 
proceedings had not yet been finalised. 
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The cases were referred (June 1999 and May 2002) to Government; reply had 
not been received (November 2002). 
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. CHAPTER III: Stamp Duty and Registration Fee 
' . , . . 

.. · ·1¥.~;;~;;1;r~1.111;r.~11111r~;;;~:))1~:111i ·. · 
T~st-check ofJecords of various registration offices conducted in audit during 

· the year 2001-2002 revealed non/short levy of stamp duty and registration fee 
amounting to: Rs.8.37 crore in 981 cases whicll. broadly fall under the 
f~ilowing cat~gories: ' . . 

. ' . ' 

· . I. Evasion: of stamp duty and registration fee 

2: · IrreguicJ/inadmissible exemption of stamp 
. duty .·and registration fee on deeds/release 
deeds : · ·. · 

··· 3. Non!§h~rt recovery of registration fee 
' . 

4. Loss of'stamp duty due to under-valuation of 
properties · 

5. Loss ofstamp duty due to misclassification of 
d~~ . ..• . .. 

Total!. 

. 134 1.39 

211 1.80 

·157 0.63 

181 0.77 

298 3.78 

981 8.37 

During. the year 2001-2002, the department accepted under-assessment of 
·Rs.r-.71 crore,in 9 cases pointed ouLduring the year 2001'-02 and recovered . 

. RsA0.61lakh'in43 cases pertaining fotheearlier years. 

A few .illu.sti-ative cases involving Rs.1.85 · crore are mentioned m the 
following paragraphs: 

... -·._· 

. i 

I 
. ·I 

, .• ! 
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i 
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- . -· . 

-The' Indian · Sta~p Act, 1899, ··as applicable to -Haryana, provides that the 
consideration and all other facts and Circumstances affecting the chargeability 
of any instrument with duty or the amount of duty with which it is chargeable, 
should be fully and truly set forth therein'. Further, Section 64 of the Act 
provides that any person who, with intent to ·defraud the Government, executes 

- an instrument (n which· all the facts and circumstances, required to set forth in 
such instrument under the Act,. are not fully and truly~set forth, is p~nishable 

· with' a fine which may extend to five thousand rupees per instrument. . 

During test-check of the records of 12* Registering -offices, it ~as noticed 
. (between January and· September 2001) ·that 44 conveyance deeds were 

. registered (between May 1999 and May 2001) on account of sale of 
· .. ·imm.o-vable properties. The total value of properties set: forth in -all these · . 

conveyance deeds was Rs.6.52 crore whereas the value of properties as per 
agreements executed between affected. parties during - the period from 
June: 1990 to January 200 l and found recorded with the various document . 
writers, worked out. to Rs. 7. 70 crore. Thus, the conveyance ·deeds were got . 
exe~uted and registered at a consideration less. than that agr_eed upon between 
the parties. ·under-:-valuation ofthe properties in conveyance deeds resulted in 
evasion of stamp duty of Rs: 15 .48 lakh. Besides, penalty not exceeding 
Rs. 2.20 lakh for under-valuation made with intent to defraud the Government 
was also leviable. 

i- On this being pointed out (between February and September2001) in audit, 
I 8 registering authorities stated that notices were. being. issued to recover the 
, amount.No reply had been furnished by remaining-four registering authorities. 

I • ·:" ' ' •• • ••• • • 

- -

-. When referred (between March and December 2001) to Government, ·the . 
Depl)ty Commissioner, Kamal was directed (April 2001) to effectthe recovery 
within three weeks but report .on recovery made had not been receivea 
(March 2002). Reply ·in respect of other cases had not beeh received 

i _ (Noyember 2002). 

i t:i[i1:;1:fil1.;1.::11P.111111::1:11i:{w111:~t~1t1n1us.:1J:igl:ffi;~111iiaiit!i::t:lli!i.!!i.! _· r - . . - -
As· per Indian Stamp Act, ] 899, as applicable to Haryafia, stamp duty oli 
exchange of property is chargeable ~s a., conveyance deed. Government of 

* 
- . . . . 

Sub-Regi~trar. Kamal, Joint Sub-Ri::gistrar Nissing,. Sub-Regi~trars: Matenhail, Bt:ri,_ Jhajjar, 
i Nagina, Nuh, Pataudi; Gurgaon, Palwal, Thanesar and Joint Sub~Registrar Ismailabad. · · 
l. . ' 42 
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Chapter-III Stamp Du~v and Registration Fee. 

Haryana further clarified (September 1996) that the compromise decrees 
which create for the first time right, title or interest in the said immovable 

. property in favour of any party to the suit, the compromise decree or order 
would require registration and is also chargeable with stamp duty as an 
instrument or conveyance deed for a consideration equal to the value of the 
property. or the value ~et forth in such instrument, whichever is higher. 

During test-check of records in 8* offices of-the Sub-Registrars, it was noticed 
(between April and October 2001) that 18 compromise decrees registered 
between Apri( 2000 and February 2001 created for first time right, title or 
interest in . the said immovable property valued ·at Rs. 78. 06 lakh were 
registered for, the · exchange of property without levying ·stamp duty of 

. Rs.10.02 lakh:; 

. On this being pointed out (between April and October 2001) in audit, 
Sub-Registrars, Bhuna, Ballabhgarh and Pataudi intimated (July 2001 and 
January 2002) that notices were being issued to effect the recovery. No reply 
was furnished. in other cases. 

Th~ matter was referred· (between August and December 2001) to Government 
who directed :(September 2001) ·the !legistrar; Kalthal to effect the recoveries 
within three. weeks but further progress on recovery was awaited 
(November 2902); Reply .in respect of remaining seven offices had not ~een 
received (November 2002). 

. . 

The Indian Stamp Act, 1899, as applicable to Haryana, provide~ that the 
consideration, if any,. and -all. other facts and circumstan'ces affecting the -
chargeability of an instmment with duty? or the amount of duty with which it . 
is chargeable, should be fully and truly set forth therein. Under Section 47-A 
of the Act, ibid, if the registering officer has reasons to believe that the value 
of the property or the consideration, as the case may be has not been truly set 
forth in the instrument, he may, after registering such instrument refer the 
same to the Collector for determination of the· value or the· consideration and 
the proper duty payable, which vJiU thereafter be decided by che Collector 
after giving an opportunity to the registering party .. 

During test~!check of documents registered in the office of the Sub-Registrar, 
Gurgaon for the period 1996-1999, it was noticed (December 1999) that 
27 sale deeds registered during 1996-99 were valued at Rs.49.81 lakh whereas 
the amount~ worked out to Rs.94.71 lakh calculated at the market ·rates 

* . 
Sub-Registrars: Bluma. Ballabhgarh. · Guhla. Jagadhari, Jakhal, KaithaL Nilokhcri. 
and Pataudi. 
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approved by the Deputy Commissioner. The figures of stamp duty entered on 
these deeds were changed/altered by overwriting, inter-polation or tampering 
for higher amounts than the stamp duty actually charged in each case so that 
the changed figures of stamp duty may look equivalent to the proper duty 
payable on the value of consideration based on the rates approved by the 
Deputy Commissioner. The stamp duty chargeable on the considerations of 
Rs.94.71 Iakh works out to Rs.12.64 lakh against which stamps. of Rs.6.60 
lakh were actually purchased from the treasury. This resulted in evasion· ·of 
stamp duty ofRs.6.04 lakh. 

On this being pointed out (December 1999 and February 2000), 
Joint Sub-Registrar, Gurgaon intimated (July 2000) that F.I.R. had been 
lodged (May 2000) against the concerned officers/officials and connected 

. records had been handed over to the vigilance department. Further, 
Sub-Registrar, Gurgaon intimated (February 2002) that a sum of Rs.0.01 lakh 
had been recovered (July 2001) and efforts were being made to recover. the 
balance amount. 

'. On the case being referred (February 2000) to Government, the Financial 
: Commissioner and Secretary to Government of Haryana directed (March and 
July 2000) the Deputy Commissioner, Gurgaon to effect these recoveries. 
Further, report on recovery made and action taken against the defaulters had 
not been received (November 2002). 

1As per Indian Stamp Act, 1899, conveyance.includes conveyance on sale and 
)every instrument by which property, whether movable or immovable, is 
:transferred. Further, the Indian Registration Act, 1908 provides that 
'immovable property includes land, building and things attached to the earth. 
boverriment clarified (July 1994) ·that plant and machinery installed in the 
factory for permanent use when sold alongwith the factory land and building. 
,would constitute a part of immovable property. 

puring test-check of record~ of s* offices of Sub-Registrars for. the years 
l998-99. to. 2000-2001, it was noticed (between December 1999 and 
October 2001) that 15 vendors purchased factories for a consideration of 
Rs.1.54 crore (Rs. LOO crore for land and building and Rs.54.05 lakh for plant 
and machinery) in auction conducted by the Haryana Financial Corporation. 
While executing (between August 1998 and March 2001) the sale deeds, the 
~egisteririg authorities levied stamp duty of Rs.12.74 lakh on the cost of land 
and building valued at Rs.1.00 crore but did not levy stamp duty on the cost of 
plant and machinery valued at Rs.54.05 lakh. The omission resulted in short 
l~vy of stamp duty ofRs.7.24 lakh. 

I 

·* 
Sub~Registrars: Hathin, Jind,Kalka, Narwana, Nuh, Panchkula, Sonipat and Tauru. 
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On this being pointed .out (between December 1999 and December 200 I) in 
audit, the department intimated that notices were issued/being issued to the 
concerned parties in 12 cases. No reply was furnished by the Sub-Registrars, 
Kalka and Panchkula in 3 cases .. 

The matter was referred (between February 2000 and December 200 I) to the 
Government, who directed (March 2000 and July 200 I) the Deputy 
Commissioners, Gurgaon and Soni pat· to effect the recoveries within three 
weeks but further progress on recovery was awaited (June 2002). Deputy 
Commissioner P_anchkula directed (June 2002) the Tehsildar, Kalka to effect 
the recovery immediately. Sub-Registrar, Hathin intimated (January 2002) 
that notices were issued to all parties for effecting recoveries. No reply from 
Sub-Registrars, Jind and Narwana had been received (November 2002). 

As per provisions of the Article 55 of Schedule 1-A of the Indian Stamp Act, 
1899 and further clarification/instructions issued in February and April 2000 
by the Haryana Government, Revenue Department, stamp duty on any release 
of ancestral property made in favour of brother. or sister (children of 
renouncer's parents) or son or daughter or father or mother or spouse or 

. children or nephew or niece or co-parcener of the renouncer, is leviable at the 
rate of Rs. 15. ln any other case, the stamp duty shal I be charged at the rate as 
applicable to a eonveyance for the amount equal to the market value of the · 
share, interest and part of claim renounced. 

(i) During test-check of records of 16* Registering offices for the year 
2000-200 I, it was noticed (between April and October 2001) that 55 releases 
of ancestral property for total consideration of Rs.5.07 crore were made in . 
favour of relations other than those specified in Article 55 of Schedule 1-A of 
the Act by chai:ging stamp duty of Rs.0.01 lakh instead of Rs.63.80 lakh 

· leviable as a conveyance for the amount equal to the market value. · This 
· resulted in non-levy/recovery of stamp duty of Rs.63. 79 lakh. 

On this being pointed out (between April and December 2001) in audit, 
Sub-Registrar, Tauru (District Gurgaon) and Joint Sub-Registrar, Radaur 
intimated (January 2002) that the cases were referred to the Collector for 
decision. Sub-Registrars, Pehowa and Thanesar (District Kurukshetra), Sub
Registrar, Beri (District Jhajjar) intimated (August and September 2001) that · 
notices were being issued to the concerned parties for effecting the recoveries. 

* Sub-Registrars: Banvala, Beri, Bluma. Chhachhrauli, Farauknagar. Jagadhari. 
Kaithal, Pcltaudi. Pehowa. Pundri. Taurn and Thanesar. 
Joint Sub-Registrars: Dhand, Mustafabad, Radaur and Siwani. 
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No reply was furnished by remaining 11 offices. 

On the matter being referred (between September and December 200 I) to 
Government, the Deputy Commissioner, Kaithal was directed (October 200 I) 
to effect the recovery. Further progress on- re.covery made, had not been 
received (March 2002). No reply in respect of other offices had been received 
(November 2002). · 

(Di) During test-check of records of 13* Registering Offices, it was noticed 
(between January and October 200 l) that 56 releases of other than ancestral 
immovable properties worth Rs.5.60 crore were made by charging stamp duty 
at the rate of Rs.15 per instrument for a total amount of Rs.0.0 I lakh against 
the chargeable amount of stamp duty of Rs.80.39 lakh. This resulted in 
evasion of stamp duty ofRs.80.38 lakh. ' 

On this being pointed out (between January and October 200 l) in audit, to the 
Department, the Deputy Commissioners, Kaithal, Kamal, Jhajjar and Narnaul 
were directed (between May and October 200 l) to effect the recoveries. 
Sub-Registrars, Bahadurgarh (Jhajjar), Pehowa and Thanesar, Jomt 
Sub-Registrars, Ladwa and Babain (Kurukshetra) intimated (February and 
August 200 I) that notices were being issued for effecting the recoveries. No 
reply was furnished by Sub-:Registrars, Kalka, Jagadhari (Ambala) and Joint 
Sub-Registrars, Ismailabad (Kurukshetra). 

The matter was referred (between April and December 2001) to Government; 
r;eply had not been received (November 2002). 

Sub-Registrars: Bahadurgarh. Gharaunda. fndri, Jagadhri. Kalka, Kamal. 
Mohindergarh; Pchowa, Thanesar. 
Joint Sub-Registrars: Babain, lsmailabad, Ladwa and Rajound. 
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CHAPTERIV: State Excise Duty 

;1~:~::::::i:11I:11.1i~1:~1:~R:1:1u.1.;:tm::1:::~ 
T~st-check ofrepords of vario(ls offic~s .of State ExCise DepartJtient conducted 
during the year 2001 ~2002, reveaJed non/short· recovery of> excise duty 
'amounting to ~s.56.52- crore in 7!+ cases, which bro~dly falls under the 

.. following c;ateg,9ries: 

----. L .. 

2. 

3. 

4.·. 

·s. 

7. 

:Rcvie\V~ '.'Receipts . of Exdse · 
Duty .fr:Om aucti011 of vends" 

~ •· ._ i 

Short .levy . of exdse. ,:duty . 611. 
· e~tess !lifting of additional quota 

ofIMFL . .. 

· Loss due to short lifting of qu~ta 
. . of country liquor 

Non/sliort rec~very of licence fee 
arid il1terest on belated payinent 
of instl;llments... · 

I - . -

Non/sliort recbvery . of excise. 
duty a1~d surcharge . · · · 

. i . 
Late_qypositofsecurity 

· Misc~llaneous irregularities 
-.. ·- . '··-:·i. . . 

Total 
. ' 

21.51 

1. 0.03 

2 1.16 

· 12 0.18 

.. 1 0.35 

:s 2<).63 

." 49 i2,66 

74 56.52 

•_·•l ,'c ",'• .<."'-, 

. During' the ye~r 2001-2002,. the~ d~paitment accepteo . short .recovery of . 
Rs.10.24 crore in one case ·pointed out during the year 2001-2002 of which 

- Rs.0:79croreli~d been recovered: Besides; Rs.O.J5. cn:)re recov~red in Tcas~s .• 
related to earli,e( year~. . . . .. '.. 

• : A. re-W: iilu~trad.V~ ca~es 1fnvci lving. ·Rs.1.19 crore and •a review . relati11g to · 
"Receipts of dcise duty from aucticm of vends'·' involving Rs.1L02 crore · 
highlighting importanf cases _are. ineritiqned~in the following par~g~aphs: 

... 

:·_.·.· 

·1 

I 

I 
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Audit Report(Revenue Receipts) .filr the _vear ended 31 March 2002 

4. 2. I lntrriductory 

Excise duty on Alcoholic Liquors for human consumption and on medicinal 
and toilet preparations containing alcohol or opium, Indian hemp and narcotics 
in Haryana is levied and collected under the following Acts/Rules made 
thereunder:-

The Punjab Excise Act, 1914 and rules made- thereunder, namely; the Punjab 
Excise Fiscal Orders, 1932, the Haryana Liquor licence Rules, 1970, the 
Punjab Liquor Permit and Pass Rules, 1932,.the Punjab Distillery Rules, 1932, 
the Punjab Brewery Rules, 1956 and the Punjab Excise Bonded Warehouse 
Rules, 1957 . 

. The revenue is mainly derived from fixed, assessed and auction fees for the 
grant of licenses of various vends under the Haryana Liquor licence R;ules, 
1970 and 'excise duties' levied on spirit and beer removed from distilleries 
and breweries and on that imported/exported to and from any other State under 
the Punjab Excise Fiscal Orders, 1932. Fees and duties are· levied and 
accounted for in the offices of the concerned Deputy Excise and Taxation 
Commissioners (Excise). 

4. 2. 2 Scope <~f audit 

Out of 19 Deputy Excise and Taxation Commissioners (DETCs) offices 
(Excise), records (excluding records pertaining to distilleries and breweries) of · 
I 0 * offices for the years 1995-96 to 2000-2001 were test-checked during 
October 200 I to March 2002 with a view to ascertain the extent of compliance 
of various rules and orders regarding levy and collection of excise duties. In 
addition, points noticed in regular audit for the years '1995-96** to 2000-2001 
were also included. 

4.2.3 Organisational set-up 

The Excise Department in Haryana functions under the administrative control 
of Prohibition, Excise and Taxation Commissioner" who is assisted by the 
Collector (Excise) at the Headquarters and DETCs (Excise), Excise at1d 
Taxation Officers (ETOs), Assistant Excise and Taxation Officers (AETOs), 

DETCs: Ambala, Faridabad, Fatehabad, Gurgaon, Hisar, Kaithal, Kamal, 
Kumkshetra, Rohtak, and Sonipat. 
There was Prohibition in the State during the period from July 1996 to March 1998, 
so, period of six years has been taken. 

48 

\ 

J 



I· 

• ... , .. ·. 

.. 

I 
I. 

. ; 
I. 

f i 

l\ . i l' =r .. · 
~ 

J -

----,;·. ". 

. -) _.-' 

I. 

,, . 

: -~ 

'. 7. 

- ~._- : 
(. ,,.,.., ... 

0 . 

- i-

·! • 1 :...:· 

Chapter-IV State Excise Diity 

;··-. 

lnspectors'~md''·qther allied sfaff iri the proper ad.ministration ofihe 'department. 
in the field; · i· . ·· · · .; · 

.,. ·; 

4.~.4 }:fighligh:ts. 
• • ! .. •' ,· ./ • . ' .. ·.·. . . .•. . ... 

. · · .. 

,··· -
- . - . 

.··--

(Pdfr1graph 4,2. 6f .. · 

• • • • •• ••• 
i . . . . ' 
I • . . 

{Paragraph 4,2J (i) and (ii)} . 

····-i'- - -. I ._ . .· .· 
.. · ·' . 

(P'arcigraph 4.2,8) 

4. 2. 5 · Trend of rev(!nue receipts · 
• '· •• ••• I: • • • • • ••• • • • • • ·~· ·.-:, , :;_ ••• • 

The position of revenue realised ffoin State Exqis.eduty dµring the last six j 
years frorh 199~-96 .. t92000-200 l was as under:,,.; : · · · .· 

+ .. . 

·--~ri::I ,. (~upeesfo erore} · .. ' 

19.95-96 .•... 5Jl);()0 552,96' (+) 22.96 (+)4.33 

64.14 . (~)3.97 (-) 5.83 . 

.. ' 1997-98 .•... 12~00 ·. '49:62 . (+f37:62 (+) 313.50 

1998~99 .· 8~0.00 ' 774~63 c (~)15.'37 .•.. : ,; ·(-)8.87 

1999-00 : 894.70' . 765.36' ... ... (~).129.34 (~) 14.45 

2000-01 840.00 •. 840.56 ' (+) 6.56 (+) 0.06 ' 

Lo~ estimation and ·realisation in.~x~ise duty_ during. 1996~97.and 1997"9~· 
was .•due tci prohihitiori enforced in the ;·State . from 1 ,July 1996 tO. 

./ 

31 March 1998, As. regards shortfall. in ·revenue duri'ng 1998-99, the . 
department stated that after lifting of prohibition, expected buoyancy in sale· 
did noflast throughout the .year. The shortfall during the year 1999-2000 was 
due to loss in re-auction· of vends in Fatehabad d(strict and less_ sale of liqu()r . 
than the' estimation . 
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·· Audit f?eport(Rei1enue Receipt.~~ for tf?e year.ended31A1arch 2002 

·The ~.erce,ritage ~f revem1e f~alised fro1TI auction of vends during, 1995-:96: to. 
2000.::o·l'"to the total revenue .realise<:} from State excise duty ranged. between 
4<:j.63 and 99.95per cen(as i;leta:iledbelow:': ' · 

·-Im) ... 
(Rupe~s inu:rote). 

552.96 389.04 70.36 
. ' ' 

35.35 ,, '. 55.11 

'199J-98. ' 23.14 

1.998-99 732'.45 94.55 
··.Ji 

1999.-20()0 765.36 764.98 99.95 .· 
l,.-. . 

2000-2001' ,' 840.56' 713.60 · 84.90 

4:2.6; · Uncollect~d ExciseRevenue · .. · 
.. , \ . . . . . , .. ... . . ·. . . . . .' ·. , - ~ .. . . -

As on_31 March:i001, uncollected excis~.revenue pern:iing collectionat the ' 
following stages wasRs.22,86ctore as undec . · · 

I - • . . 

. ' ·-
(i) •' i Property attached . LOI 

' ' 

.· 6.84. · Under stay by Courts and qth~raut116rities. 

2.27 
j-; 

(iii)\ · )nter district: arrears 

(iv) Jnter-State arrears 0.47 

(V) · i .· Moved for ,writing off 
•,-•.'-

' . (vi) Under in~t?ilnents .. tU2 
1· 

·... (vii) l ·· · Other stages ·. ll.68. 

Total.· 22.86. 
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Chapter-JV State Excise Duty 

The year-wise break..:up of the arrears was as under:-· 

1998-1999 2.13 
1999-2000 9.62 
2000-2001 0.47 

Total 22.86 

Of the above, Rs.85.72 lakh remained unrecovered for more than 30 years, 
Rs.59.87 lakh for more than· 20 years and Rs.1.45 crore for more than 
I 0 years. The oldest amount pertained to the year 1967-68. One case 
involving Rs.1.23 crore remained outstanding since 1998-99. However, 

· number of cases involved for the remaining amounts were not made available. 

4; 2. 7 Short recovery <~f licence fee and interest 

As per provisions contained iri Rule 36(26) of fh~ Haryana Liquor Licence 
Rules, 1970 read with auction condition No. 6(iii) of. the Excise 
Announcement made at the time of auction for the_ years 1995-96 and 1996-97 
to 2000-200 I; the successful bidder when granted a licence shall pay the 
license fee by the 15th of the month for 1995-96 and by 20th of the month 
thereafter in which he begins his business in monthly equal· instalments .. In 
case of default, the DETC may authorise the licencee to deposit amount of 
instalment or part thereof upto the last date of month in whic.h the instalment is 
due alongwith' interest at the rate of 18 per cent per annum for the period of 
delay. Further, the department is required to obtain and verify the genuineness 
of the particulars regarding name, residential and business addresses, financial 
position (bank accounts) of the bidder, partners arid sureties before the licence 

. is actually granted. 

(i) In Fatehabad district, 15 and 20 Vends ·for 1998-99 and 1999-2000 
·respectively were auctioned in favour of 2 licencees for Rs.7.65 crore and 
Rs.2.20 crore. ·Of this, the licencees deposited licence fee of Rs.7.61 crore and 
Rs.1.57 crore respectively till the end of licence period resulting in less deposit 
of Rs. 67.17 lakh. 
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_ .~ludit fe.eport(Rev~nue Receipts) for the yearcinded 3 JMm:Cch 2002 

On_ the omissipn _being pointed out (June 1.999 and May :iooo): the DETC, _ 
Eateh.abad stated (March 2002} that in one case, the amount could not be 
recovered as the main licencee was not a resident of the district and had no 
movable or immovable property. ·.The contention of tije department was not 
acceptable as the department was required toverify the)articulars regarding .· 
name~ residential and business addresses, details of unencumbered immovatre 

· · prop~rty and_ bank accounts in the n_ame .of the hdder arid affidavit of each 
· .. partrn~r -submiitedcbythem beforethe.licencewasactually granted. Moreover, .--

the recovery could be effected as arrears of land revenue either from the 
bidde'r or from 'the partners and/or sureties for which 110 effort? were ~ade by 

. the department. ln the second tase the department stated thatthe action was 
heing:'.taken to recover the amount. · · · . · 

11··. . . ·.• . . . 

. . ' 

(ii} Test.:cl)eck of records of 12 Deputy Excise and .·. Taxation 
Commissioner· Offices· for the, years 1995_:96 to 2000-2001 revealed · that -

· interest amounting to Rs.1. 19 crore for delay· ranging between 1 and 221 days 
\ in payment of .instalments of licence fee was short levied .-in 33. cases a:s 
;. 

I 

. 

detailed below: · > 

. ' 
. (Rupees in fakh) 

1. ' Bhiwani 1995-96 3.39 2.59, ; 
; 

i, 

2. { 

3.: 
,:· 
: 
' 

4. :• 

·s. > 

6. '" 
7. r 

:J 
it 

i996-97 2.55 1.45 

Faridabad 2000-01 23.66 20.80 
; 

Fatehabad 1998-99 16.52_ 15.39 
·1999-2000 2.77 

2.oOO-!)l 4.11 Gurgaon 2A8. 

1995-96 16.14 Hisar 5.6J-

Jagadlmri '2000-01 
. 

Kurukshetra· i 995c96 
1999-2000. 
2000-01 · I 

Kaithal . . l 99S-91i. 
.. 2000~01 

,'' 

1.80 

5.84 
1.82 

35.73 

2.36 
57:20 

o.84_ 

3.57 

18.50 

0.31 

,' 

>0.80 
1.10 

. 

2..86 

1.13 . 
2.77 . 

1.63 
- ·. -
10.51 . 

0.96 

2.27. 
1.82 

11:23 

' ·2.1)5 
57.20. 

r-~--+~~~--,,+-~~~--+~~~~,+-~~~~~+-~-'--~_;;_~~---

9. Kamal .2000-01 21.15 . 11.87 

10. .: Panipat 1995-96 2.41 - 0.44 . 1.9:7 . 

lL : Pan:chkula 2000-01 . 4:05 0.66 .·· 

12: I 
Rohtak 2000-2001' 11.Sl 9.57 

' 

~·· L94 

.j Total 213.01 94.24 ·11s:_11 > 
. :[ 
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CH1ipier-n ·s1a1e Excise Dut.1· 

On the omission being pointed out (between June 1996 and February 2002), a 
, sum of Rs,56:29 lakh was recovered. by 6*DETCs. Three'* DETCs intimated 
(between November 2001 and April 2002) that action was being taken to 
recover the amounts whereas final reply had not been received (April 2002) 
fr()m remaining three DET-Cs. · 

4.2. 8 Loss'of· revenue due to re-aiu:tion '?l vends 
•. i . 

Under the Haryana Liquor Licence Rules; 1970, licenses of vends for Country 
Liquor and Indian Made Foreign Liquor are granted by auction. A successful 
bidder is required to deposit, by way of security, an amotint equal to 5 per cent 
at the fall of hammer and the remaining 11-2/3 pei· ce/lf within ten days from 
the date of auction or before. 31 March whichever is earlier. · The remaining 
licence fee is payable in monthly instalments_ equal to one eleventh of total 
annual licence fee by the 201

h of each month .. - In case of failure to pay any 
instalment aloh.gwith interest by due date, the licence for verid is liable to be 
cancelled.i;md re-auctioned at the risk and cost of the _defaultir1g licencee. The · 
amount is recq\lerable from the original vendor as arrears of land revenue. 

In Fatehabad district, 42. vends of Country Liquor arid .Indian Made Foreign 
Liquor (lMFL}-were auctioned (March 19~9) for Rs.24.42 crore for the year 
1999:.2000 to two licencees. Against the amount ofRs.17.76 crore payable by 
the licencees ~pto November 1999, only Rs. 9.92 crore were deposited by them 
and on their ifailure to pay Rs.7.84 crore, the. department cancelled their 

·· _ licenses_ on .1 24. November 1999 and ·re-auctioned the vends on 
10 December! 999 for RsS 76 croi:e at their risk and cost. The re-auction of . . . 

vends resulted in loss of revenue of Rs.8.73 cro.re which was neither paid by 
the earlier bid~ers nor recovered (April 2002) by the department. 

·-·· 

On the ornission being pointed out(May 2000): the department stated n_otices 
have been issued to the parties and sureties for recovery of the amount 

4.2. 9 Non.;.r~cove1y due to iiu:orreCt m{justmenff!{security 

·Under HaryaT)a Liquor Licence Rules, 1970, a successful bidder is required to· 
deposit by way of security an amount eqµal to 16-:2/3 per cent of the total 
annual licenc~ fee by the prescri[Jed .date. The_ entire amount of security or its 
90 per cent, shall be adjusted agaihsrthe last instalment of'licence fee payable 
by him unless the same or any part thereof is· forfeited or adjusted against any 
atnount .of fee or ·penalty due from hi1n; In case qf ·.adjustment _of 
ninety per cent ainount of security, the remaining ten per cenrof the security 

· shall be refundable to the licencee after deducting t_herefrom any kind of.· 
-.. arrears, if any,~due to the Government-fromhim 8:_fterthe clo~e of the financial 

year. 
- . " -

-. Bhi"vani, Hisar, Kuruksll.etra. Kamal, Kaith_al and 'Rohtak. 
" . 

. F<~tehabad, Panipat and P<inchkula ... 
-·.sf 

i ., 
! 

I . 

! 

,. 
I 

'· '. 



A 11di1 Report(Re\'emw Receipl.1~ ./(Jr the year ended 3 /J\larch 2002 

A test-check of records of 3* Deputy Excise and Taxation Commissioners 
(Excise) for the years 1999-2000 to 2000-2001, revealed (between January 
and August 200 I) that penalty and interest of Rs.27.51 lakh was outstanding 
against three licencees at the end of the financial year. The department 
adjusted the whole amount of security deposit against the last instalment 
instead of retaining l 0 per cent of security deposit of Rs.1.39 crore from 
which the amount outstanding on account of interest, penalty etc. could have 
been recovered. Besides, no demand for payment of Rs.27.51 lakh was raised. 
Thus, contravention of the rules resulted in non-recovery of Rs.27.51 lakh. 

On this being pointed out (between January and August 200 l ), DETCs, 
Bhiwani and Jind recovered (between March and July 2001) Rs.17.79 lakh. 
Regarding outstanding recovery of Rs.4.59 lakh, DETC, Hisar stated 
(October 2001) that the adjustment of full amount of security is generally 
made towards the last instalment of licence fee. The reply of the DETC was 
contrary to the prescribed rules and resulted in non-realisation of the dues 
payable to the Government. 

4. 2. I() Loss due to late credit/realisation '~l demand dn~fis 

Financial Rules provide that departmental receipts should be deposited in 
Government account on the same day or latest by next working day. Any 
delay in remittance results in loss of interest to the Government. 

Test-check of records of four** Deputy Excise and Taxation Commissioners 
(Excise) for the year .1995-96 to 2000-2001 revealed that 66 bank drafts 
amounting to Rs 6. 75 crore were credited late into Government account after a 
delay ranging from 1 to 99 days at the level of both department and bank. Had 
the bank drafts been remitted in time into the Government account, the 
department could have saved interest of Rs.3.95 lakh (calculated at the rate of 
12 per cent per annum applicable to borrowings of the Government). 

4.2. It Non-recovery f~{ penalties 

Under the Punjab Excise Act, 1914, ·as applicable to Haryana, penalty is 
imposed in the event of contravention of any of the provisions of the Act or of 
any rule, notification or order made, issued or given thereunder. The penalty 
amount was required to be recovered within 7 days but not later than the close 
of financial year. 

Test-check of records of 5*** DETCs revealed that though penalties of 
Rs.11.53 lakh were imposed by the department in 196 cases during the period 
from 1995-96 to 2000-01, the amount was neither demanded by the 

' . 
** 

*** 

Bhiwani, Jind and Hisar. 

Ambala, Fariw1bad. Kamal and Rohtak. 

Gurgaon, Hisar. Jind. Kaithal <\nd Kumkshetra. 
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department no'r deposited by the licencees; This resulted in non-recovery of 
penalty of Rs. l.L53 lakh. 

On· this being! pointed . out (between August 1996 and July 200 I) the 
department recovered (October 2000 and July 200 I) Rs.4.86 lakh. Progress in 
recovery of balance amount of Rs.6.67 lakh had· not been received 
(April 2002). 

4. 2. I 2 I mproperfixation <~f minimum licence fee/reserve bid money. 
; 

Under Rule 36 of the Haryana Liquor Licence Rules, I 970, the Collector shall 
.. determine the. n1inimum licence fee/reserve bid money for each group of vends 
or vend on the recommendations of the Deputy Excise and Taxation 

. I : . , 

Commissioner (Excise) incharge of the District, having regard to estimated 
sale and other incidental factors pertaining to each vend or group of vends, as 
the case i11ay .1be and the minimum licence fee so' determined shall be 
announced at the time of auction. No specific parameters/provisions have 
been made in the Act, Rules and Policy for fixing the reserve bid in respect of 
auction of country liquor.. 

I 

' ' 

Test-check of records of three districts revealed that the m1111mum licence 
fee/reserve bid ,money for the vend or group of vends put to auction for the 
year 2000-0 I in the same location were determined/fixed lesser than that fixed 
for the previous' year 1999-2000 as detailed below: . 

••••••• (In prnof (IRun>ccs in lakh) 
lih·cs) 

Ambala 1'999-2000 71 23.00.000 2,200.00 2.509.00 
2oob-2no 1 71 25.26.000 2, 150.00 2:45 LOO 

V iirfation Nil (+) 2,26,000 (-) 50.00 (-) 58.00 511.110 

1999-2000 31 19,50,000 ·. 1.875:00 2,lOl.15 
200,0-2001 37 21,65,000 1,300.00 1,452.00 

Fatehabad 

: 

Va1Liation 6 ( +) 2, 15;000 (-) 575.1111 (-) 649.15 575.1111 

1999-2000 43 18,50.000 2. 755.00 3, 158.00 
20()0-01 47 19.89:000 2,71-07.00 3,082.00 

Gurgaon 

Vadatio!ll 4 (+) 1,39,000. (-) 348.011 (-) 76.00 348.00 

Total 973Jlll 

Above table shows that in all the three district, the reserve bid money fixed for 
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· ·.·. A 1ut;tifRepo1:t(Revenu~ Receipt.1)jh1" the .~ear ended fti\;farch 200];· 

.t " 
__ the ~ear 2D00-200 I was lesser than that ofl 999~2006 by Rs.9 '73- crore despite • 
-the (act;that the number of vends hadjncreased.{two districts) and quota: of·-._. 
country -liquor hap enhanced'Jorthe year 2000"0). 'J3esiqes; the final bid for. 
the ~ear (999~2000 was Ori· higher side :as compareci- tpJhe reserve bids fixed .• 
for the:year 2000/2001:· In:the absence 6f any parameters/provisions in the. 

. Act/Rules/Policy, the department .fa.iJed.>even ··to cortsE!rve~·.the fe.serv~ bid 
- , :1 . : '. . • - . . . " . " : ·- . . • . . . • • . " •• , " . . 

· ·. mon~y equal toJhat.fixed fodheyear.1999.:.2000. : · · 
; 1: : . - -. -i - .. '.- . . -_ ·::. . ·_. - . - - - ~ - - _.._, ' 

FurtA-~r, inf.atehabad distri.ct,-ihough tlie q~ota of country liquo(had'enhanced 
- I • • • • .· .. - .. •. . . . . .. • -. ... • . " .. . . : . from> 19:50 lakh proof litres fo 2 L651a~h proof litre's during_ 2000~2001, the .. · 

·_final ibid (Rs: i 452 crore) accepted for theyear2cio_o:.260 I_ was even lesse_r.by .. 
. RsA1t23 crnre than the. reserve bid_ (Rs.18.75 crore) fixed fqr<ihe year . 
. J 999:'"2000. . .. 

·' . ' 
·:1·· 

' ---l· 

4. ~; 1p · N()n~rectJnc_iliation 1ifdejJartment{llfigtire~; 
- Test4,check of records of Prohibition; Excise ··and· Xaxation Commissioner ·• 

(PElJC} revea,ied that. there_}Vas ·.difference between figures of-receipts of : 
exci~;eduty for the years'l995:96 fo 2000'-2001 'suppli~dby the department as· 
well ;ias that appeared in the Einance Accounts of the State Government as·· 
detailed.below:- '·· '·. · ·. . . 

• ;:- .o • 

• 1[-" 

-.·_..-·.,. 

• <;· 

- . 
. 553.54 - 552. 96 - . (+) ius 

' .. - ~ 

_64.14 . (~)64.14 
·r·-

1997~98·. 

(+) 0.3) 

(+)0.81 

Reas9ns for variations· in:figmes were ·calledfor _·(February and. March 1002) : -. -. 
from;~t11e Excise :a:tjd· Taxatid~ Co1Timissioner, Haryana. but reply ha:q l19t been ' 

· received (April 2002). The figµres need reconciliation. . . . -.. r~·~_ .. _ ·~ ··,,< . . - -- -:--·· ·_ : - -- ... c 

1l 
"ii 

·!1-,.·_-··. 
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. Chapter-IV State Excise Duty · 

4. 2. J 4 Conclusimi, 

· The lapses enumerated above indicate short levy/non-recovery of excise 
revenue, loss of revenue due to re-auction of vends, improper fixation . of 
reserve bid mon~y, non-verification of antecedents of licensees/sureties, 

· incorrect/irregular; adjustment of security, delay in credit of revenue into 
Government account and non-reconciliation of remittances with treasury. 
books. The department should develop a strong internal control system to 
check the deficien¢ies and lapses in implementation of the various provisions 
of the Act/Scheme so that the revenue receipts due to the Government are 
collected forthwith. 

·The department s.hould prescribe specific parameters for fixation. of reserve . 
bid money in resp'ect of country liquor so that the system becomes transparent 
and does not resul~ in any loss of revenue to Government. · · 

The cases were referred (May 2002) to the Government; reply had not been 
received(Novem9er 2002). · · 

. . 

Under the Haryana Liquor Licence Rules, 1970, for each vend, quota -of 
country liquor, i~ announced before the vend is put to auction .. The excise 

·duty is charged /as per excise policy announced for each ·year which was 
payable at the rat

1
e of Rs:2 l per prooflitre for the year 2000-2001. 

. i . ._ · .. 

Test-check of i!ecords of DETCs (Excise), Hisar and Kaithal revealed 
(September and i November 2001) that for the year 2000-'2001, the PETC 
Haryana allotted the Country Liquor quota of 63 .46 lakh proof litres to two 
licencees in Hisar district· and Kaithal district. Both the licencees lifted 57. 92 
lakh PLs country liquor resulting in short lifting of 5.54 lakh· proof litres of 
country liquor qµota. Thus short lifting of liquor riot orily defeated the very 
purpose of fixilig the quota of country. liquor but also resulted in a loss of 
Rs.1.16 crore on;account of excise duty. . 

On this being pointed out (September and November 2001) in audit, the 
DETC, · Kaithal intimated (March 2002) that the matter was under 
examination. Reply from the DETC, Hisar had not been received (November 
2002). 

The matter was: referred (May 2002} to the Government; reply had not been 
received (November 2002). 
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A'udit Report(Revenue Rec'eipts)Jor the year ended 3 !March 2002 

-.A:s per amendment made (March 2000) in Punjab Excise Fiscal Orders, 1932, 
(~ffective from 1 April 2000) the excise duty on Indian Made Foreign Liquor 
(IMFL) shall be leviable at the rate of Rs.41 per proof litre up to the quantum 
of sale of the group equal to the sale of vends ·falling in the same area in the 
previous year and shall be at Rs. 25 per proof litre thereafter upto 25 per cent 
on additional lifting over previous year_ on month to month basis. 

Test-check (May 2001) of records of DETC (Excise), Kamal for the year 
2000-2001 revealed that an L-1 licencee had lifted 73017 proof litres IMFL in 
tne month of October 1999. Consequently, he was entitled to lift an additional 
quota of 18254 proof litres ofIMFL (25 per cent of 730i7 PLs) on payment of 

. e~cise duty at the concessional rate of Rs.25 per proof litre for the month of 
Optober 2000 against which he lifted 34425 proof litres of IMFL. The excise 
duty on the excess lifted quota of 16171 proof litres was charged at the rate of 
R~.25 per proof litre instead of Rs.41 per proof litre. This resulted in short
levy of excise duty of Rs.2.59 lakh. 

The omission was pointed out (May 2001 and February 2002) in audit but 
reply had not been received (November 2002). · . 

Tlie matter was referred (May 2002) to the Government; reply had not been 
received (November 2002). 
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CHAPTER V: Other-Tax Receipts 

§i~~r::m::::11i~1.11;[f:111uiii~~:r{itil 
Test-check of records in departmental offices relating to revenues received 
from Taxes on Motor Vehicles,· Passengers and Goods Tax, Entertainment 
duty and. show ~ax, Purchase tax· (Agriculture), Elec~ricity Duty ·and Land 
Revenue reveale~ under-assessment of taxes and duties and loss· of revenue 
amounting to Rs.54.77 crore in 65,584 cases as depicted below: 

I , . 

·---1 

1. Review, on 'Receipts from · 39.76 
Electricity duty' 

2. Taxes qn motor vehicles 65,072 5.77 

3. Passengers and goods tax 424 2.06. 

4. Entert~irunent duty aI)d show tax 7 0.02. 

5. 
I . 

40 7.13 Purchase tax (Agriculture) 
. I . 

6. Land Revenue 40 0.03 

Total 
1 

65,584 54.77 

ln the cases of Purchase tax (Agriculture), Taxes on Motor Vehicles, 
Passengers and Goods · Tax, Electricity Duty, the department accepted 
under-assessme'nts etc. of Rs.7.47 crore involving 5215 cases which were 
pointed out during the year 2001-2002 and recoveredRs.8.13 lakh in 11 cases 
pertaining to earlier years. 

A few illustrat~ve cases involving ·Rs .. 6,86 crore and a review on "Levy and 
collection of el,bctricity duty" involving Rs.31.56 crore highlighting important 

· cases are mentioned in the following paragraphs: 

···· 1· ;· 

«'! 
I 

ii. 

! 

t ' 



Audit Report (Revenue Receipt.\~ fin· the year ended 31 March 2002 

-
· \ltl1!lli1!~:~B!iitl!ljJIJlllli:llf:i.Jlllill~lll:~lli~i 

5. 2.1 Introductory 
Electricity duty is leviable under the Punjab Electricity (Duty) Act, 1958, as 
applicable to Haryana State, on the energy supplied to consumers or licensees 

. by the Haryana State Electricity Board (HSEB) upto 14 August l 998, and 
thereafter by Uttar Haryana Bijli Vitran Nigam Ltd. (UHBVNL) and Dakshin 
Haryana Bijli Vitran Nigam Ltd. (Df:IBVNL) · at the. rates as the State. 
Government may from time to time specify and is collected arid paid to the 
Government by the HSEB upto 14 August 1998 and thereafter by UHB VNL 
and DHBVNL. Further, the State Government under the provisions of Section 
12'of the Act, ibid may in public interest, by notification, exempt any licensee, 
consumer or person from the payment of the whole or part of the duty for .such 

. period and subject to such terms and conditions as may be prescribed. 

5. 2. 2 Organisational set-up 

The Chief Electrical Inspector (CBI) assisted by the Executive Engineers, 
Assistant Engineers and Junior Engineers attached to field offices as well as 
Inspectorate Staff under the administrative control of Irrigation and Power 
Department administer the Punjab Electricity (Duty) Act, 1958 and the Rules 
made thereunder. CEI, Haryana is responsible for checking the assessmeiits 
and calculation of duty, recovery of dutf from the defaulters as arrears of land 
revenue and to watch the timely submission of prescribed return due to him. 
He is required to submit to the State Government a monthly Statement in 
respect of assessments and realisation of duty. He is also responsible for 

. c~:mducting periodical inspections and testing of electrical installations except 
of low voltage and agriculture installations. · 

5.2.3 Scope of audit 

1 
• Witp a view to ascertaining that duty had correctly been assessed/levied and 

· promptly paid and credited fo Government accounts, the records of the office 
of the Chief Electrical Inspector(CEI);. Haryana and 70 Sub-Divisions of the 
UHBVNL and DHBVNL and seven power generating plants in State for the 
period 1996-97 to 2000-2001 were test-checked (between October 200 I and 
March 2002). The procedural lapses detected in audit have also been 
highlighted in the review. 
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5.2.4 High/ights 

JU. I ... 

Chapter-I·· Other Tax Receipts 

. . . . . . 

- I 

I 
(Paragraph 5. 2. 7) 

I . 

. . 

(Paragraph 5. 2. 8) 

·-· 
·(Paragraph 5.2.11) 

(Paragraph 5.2.12) 
•'. -

5.2.5 · Tren,d o.f'revenue 
• j 

. i . 

. The budget ~stimates of duty (including inspectiorr fee and other receipts) and 
the actual receipts for the last five years ending 2000-2001,are given below: 

. I . . . 

----· (Rupees in criffc) ·· .. 

... 

1996-97 35.42 35.48 .. (+)0.06 

1997-98 35.46 40.53 (+) 5.07 ·. 

1998-99 35.00 44.53 (+) 9.53 
·. .. 

1999-00 45.50 46.08 (+) 0.58 

2000-0 I 46.56 0.68 (-)45.88. 

. : 
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·. i Audit Rejwrl (Revenue Receipt,,~ jiw the year ended 3 /March 2002 

r i! . .. 

!
1 

The ~~[iation during the year2000-2001 was mai_nly due to non-deposit of 
1 electnc1ty duty by the UHBVNL and DHBVNL mto Government account.· 
i.Furthetl Government issued (March 2001) sanction for conversion of 

·. \ el~ctric,itY_ duty amounting to Rs;J 9. 18 crore into s?bsidy _bu( it could not be 
J adjusted m Government Account due to delay m receipt of account for 
! " j adjustn1ent from the Chief Electrical Inspector in the office of A.G. (A&E) 
) Haryan1,a: Chandigarh. · 
·i ii 

·I s.2.6 ~on-depo.~itof electricity duty in Government accounts 
·I . .!·. . .. . . . . .·.· .. · ·. · ... · . . . . . 
. I Under ]he Punjab Electricity (Duty) Act, 1958 and the 11.1les made thereunder, 
I the electricity · duty· · leviable on . the energy , supplied .. by ~he 

. 1 HSEB/µHBVNL/DHBVNL/HVPNL shall be collected through the b11ls 
i issued 1i for the ·energy supplied to the consumers . and deposited into 

• j Govern;\nent . accounts in· the ·treasury not •later than 20th of the ·following 
i month ~nd submit to the Chief Electrical Inspector (CE!), a statement showing 

.. i duty as~essed, realised, deposited and the balance unr.ecovered or retained by 
I the 20t9 of every month. · .· . .. . . . . 

I.During kest-check ~f the re.cords Tor the period 1996-97 to 2000-2001, it was · 
I noticed!!that HSEB/HVPNL/UHBVNL/DHBVNL had collected· electricity 
1i duty ao1ounting to Rs.188.29 crore from the consumers alongwith the bills for 
j energy ~upp_lied but did not deposit itinto Gov~rnment account. At the end of 
I each figancial ;year, the State Government adjusted the recoverable duty by 
I way of grantmg loans· to the Board/HVPNL for the.· years 1996-97 to 
j 'I . ·. ·: _. - - ... '·. 

! · l 999-2QOO ,and subsidy for the year 2000-2001 as detailed below: 
\ -- • '!• 
I ii I , 

I 
I :r • . . 

11•• .. liil I ii· ·. (Ru11ees ill crnre) ·. · 

1996~97: 
J! 

ii'. 

• 1. 1998-99: 

I 

I 
I 

:I" .. . . 
' 

34.14 Nil 3.:H>O (loan). 34.14 

34.54 Nil 40.00 (loan) 34:54 

36.50 .· Nil '44.0ff (loan) 3.6.50 
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(Rupees nn cron·e) . 

1999-00 41.52 Nil 45.00 (loan) 41.52 

2000-:01 41.59 Nil (39.18}" (Subsidy) 39.18 
. I . 

Totail 
. I 

188.29 Nii 2113.18 185.88 

. It can, thus, !be ·seen that the electricity duty amounting to Rs.188.29 crore 
collected/realised during the period from 1996-97 to 2000·2001 but not 
deposited int

1
6 treasury upto 20th of the following month from April to March 

of each year (upto the sanction/adjustment in loan) was. utilised by the 
Board/HVPNL for its own use. Besides, balance. amount of Rs.2.41 crore of 

· electricity d~ty was pending against collecting agencies during the year 2000-
2001 as it; had neither been adjusted towards subsidy rior deposited 
(March 2002) into Government accounts. ln the absence of any provision in 

.· . l ,I ., _ ** ·· . , . 
the Act/Rul¢s, interest to the tune of Rs. l 0. 78 ··· · crbre could not be levied on 
the outstandjng·dues by·the department. 

i 
5.2. 7 ·Electricity duty inurrear.41 

I 
i. 

Arrears of!Rs.50.65 crore remained outstanding as on 31 March 2001. 
Year-wise d:etail is given be.low: 

Up1~0 March 1996 

I 1996-97 

i 1997-98 
I 

i 1998-99 I 

. ! 1999-2000 

2000-01 
I 

· 1 Total 
I 

I 
I 

04.00 

05.55 

05.83 

04.29 . 

05.49 

···so.65 

The departflient stated (May 2002) that Rs.1.84 crore could not be recovered 
as the case~ were pending in the courts, Rs.33.83 crore was recoverable from 

* . 

** 
*** 

• I 
I 

Th~/ subsidy of Rs.3 9 .18 crore 'was sanctioned by the Government to UHBVNL and 
DHBVNL inMarch 2001. . . 

Inte.~est calculated at the rates applicable on borrowfi1gs of the State Government. 

Rs.0.89 crore have beeri adjusted fromRs.51.54 crore depicted in the Audit Report 
(Reyenue Receipts) 2000-2001. · 
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Audit J?eport (Revenue Receipts) jiir the year ended 31March2002 

defaulting consumers, Rs.4.11 .crnre was recoverable on account of permanent 
disco~nections and Rs.5.38 crore was adjusted by HVPNL against various 
Goverpment departments. Details of the remaining RsS49 ·crore pendi:1g 
collecdon were still awaited (May 2002) from the department. 

5. 2. 8 ' Mis-class~fica.tion of electricity duty 

Under. the Punjab -Electricity (Duty) Act, 1958 and the mies framed 
thereu~der, the eollecting agency is required to deposit the electricity duty into 
Government treasury/bank by 20th of the following month. 

~ : • L 

- -

· Durin£the course of audit (July 2001) it was noticed that duty amounting to 
Rs.17,?9 crore realised during the period from April 1996 to December 2000 
was mis-classified as sale of power by HSEB/UHBVNL/DHBVNL instead of 

-crediting it into Government accounts. Out of this Rs:8.38 crore was adjusted 
upto 3 l December 2000 by crediting to electricity duty accounts for the years 
1996-,.97 to 2000~2001, but the balance amount of Rs. 9 .21 crore remained 

l (Marett 2002) unrecovered. No action was taken to·recover the amount as 
i detailed below: -

" 
i - ' 

1 1:111i1ii11111i11=::1-1:1111111:1:1:11111u1:1:11::,1:111•~1ii:i1:1:-111111111u~111:1111i-11111111:1,1n111111111:111~11i111r11111~111111r~11111~ 
· (Rupees in crnrc) 
I 1996-97 2.36 1.58 _ 0. 78 

! 1997.981 0.72 1.99 1.27 
1998-99., 4.53 2.44 2.09 

! 1999-0() 4.93 2.37 2.56 

2000-01'. 3.78 0.72 3.06 

Total -• 17.59 8.38 9.21 -

Had the amount of Rs. 9:21 crore been correctly classified and deposited- in the 
Governpient account, Rs.2.68 crore could have been saved by way of interest 

'calculated at the rates applicable on borrowings of the State Government. 

- _ 
1i 5. 2. 9 Electricity duty not charged after expiry of e..~eniption period 

l 11 < 

1 Under the Punjab Electricity (DIJtY) Act, 1958, as applicable to Haryana, the 
\State Government may in public interest, by notification exempt any licencee, 
:consumer or person from the payment of the whole _Qr part of the electricity 
:duty fo~ such period and subject ,to such terms and conditions as may be 
\prescribed. -
i :~ . . . 
\ln three Sub-Divisions of Dakshin Haryana Bijli Vitran Nigam Ltd., and 
:,eight** S.ub-Divisions.ofUttar Haryana BijliVitran-Nigam Ltd., it was noticed 
i 
~ -

! OP Sb _11 A Giirgaon, Siltrod Hisar and city Hansi. 
** I - C?PSD (City) Panchkula. Kalka, Pipli, Karna!. SU Kamal, Panipat, SU Panipat and 

. MT Sonipat. 
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in audit that exemption to 24 industrial units (consumers) continued for the 
period betwee~ May 1995 to February 2002 even after expiry of the 

· exemption period from February 1995 to March 2001. This resulted in 
non-levy/ non:-recovery of electricity duty of Rs.2. 79 lakh. 

On this being pbinted out (between November 2001 to March 2002) in audit, 
the Chief Electrical Inspector accepted the audit observation (between 
November 2001'. and March 2002) and directed the concerned Sub-Divisional 
Officer tci take action to recover the amount. 

' 

' 
5. 2.10 lrregulqr Grant of Exemption 

i 

Under the provisions of the Punjab Electricity Duty Act, 1958 electricity duty 
is not leviable

1 

on sale or consumption- of energy, which is sold to the 
Government of India for consumption by the Government. This exemption is, · 
however, not admissible onthe energy used for staff quarters, departmental 
colonies, streetlights, canteens, etc. 

Test-check of the records of the Sub-Urban, Sub-Division, Panchkula revealed 
(November 2001) that electricity duty was not charged for electricity supplied 
to the l\11ES for ,staff quarters and other commercial .establishments for 1996-97 
and 1997-98. ,This resulted in non-levy of electricity duty of Rs.3.60 lakh 
ealculated on the basis of monthly consumption assessed by the MES 

On this being 'pointed out (November 200 l) in .audit, the department stated 
that necessary instructions had been issued in November 2001 to recover the 
amount. Furth~r report on recovery had not been received (November 2002). 

- . ' . . 

5; 2.11 Slwr~f all in statutory inspection of electrical installations 
' . 

. As per Haryana Government notification issued in foly 1981 ~nd i 983 the CEI 
is required to inspect all extra high/high voltage and medium voltage as well 
as small power installations (other than agriculture. and low voltage 
installations) already connected to supply system once in a year and in three 
years respectively. The inspection fee for periodical inspection of small power 
Installations (SPI) and medium power installations · (MPI) high tension and 
extra high-tension installations (HTI) ranged between Rs. l 00 and Rs.1,000. 
The consumer is required to deposit the inspection fee in advance with the 
CEI. 

During test-check of the records, it was noticed (July 2001) that out of 
1,46,674 inst~llations due for inspection during the years 1996-97 to 
2000-2001, only 20, 973 installations were inspected leaving the remaining 
1,25, 701 installations uninspected. The department neither demanded the 
inspection fee~in advance nor it was paid by. the consumers. Thus, apart from 
safety measures, this resulted m · loss of revenue of 

65 



: ·,-· 

. " .,. I 

! 
I 

i 

! 
. I 

. - . -
·; ·. . . - . . . . ·,·· -- . .· -

.4 udi~ Report (Re1';enue Receiptsj_/br the year ~mlecf3 J Al arch 2002 

Rs. l .31 crore as detailed below: 

('t.) · . (2). (4) cs) · (6J (7) (8) ·' . c9) .. · 
1996-97 24.687 24.69 2465.HTI 2242 HT! 223 HT! 1.12 26.32·. 

· 2387:MPI 2129.MPI· 258 MPI 0.52 

199/.'98 25.000 .· 25.00 . '2G31 HT! ·2369 HT! 262 HT! 1.31 26.31 · 
2529 MP!. 2529 MP! 

1998-99 23.352 ·.· 23.35 2846 HT! 250_1 HT! 345 HT! ',. 1.72 25.56 
· 2930 MP! :i6&5 MP! 245 tviPI 0.49 

1999-00 29,412 . 29.41 
.. 

3063 HT!. 2786 I-IT! 27'7HTi 1.39 30.80 
. :i955 MP! 29.55 MP! 

2000-01 .21.613 : 21.61 465 HT!· 438 HT! 27 HT! 0.13 21.75 
339 M\'l 339 MPI 

·' i2;61·u 130.74 Total 1,24,064 124.06 20,973 1,637 6.68 

. . . . -

On this being pointed out (July 200 l ), the department stated (January 2002) .·. 
that: shortfall wa~ due to shortage of staff and Ii rnited days of touring fixed by . · · 
the Government. · · · · · · 

5.2.12 Loss·of elec,tricity duty due to excessive auxiliary consumption 
- ,!··: - ' . " . . . ~ 

As per the :Punjab Electricity (Duty} A.ct 1958, as applicable to _'Haryana, 
elec!ricity duty shall. be levied a11d paid tothe State Government on the erter~y 

· supplied by the Board to consumer or Hcencee at the rate fixed from time to 
tim~. · Further, as per projeet report o{fhermal power plants; ~uxiliary * 
consumption is perrnissible -upto 8 percent to a licencee generating energy 
him~elf. · · · · 

Testrcheck of records of Thermal Power Project at Faridabad and Pahipat for 
the :;years .. 1996-.97 to 2000-01 revealed that these projects generated 
17443.976 MUs power against which . ·auxiliary consumption W'as 
2I4<?.807 MUs (12.31 per cent) on which no duty was paid. The percentage 
of the· auxiliary consumption during these years ranged between 11.40 per cent 

· artd:'31. 93 per cent against the permissible norms of 8 .per cent. Excessive .. 
:! ,· . . ' .. , .. ·.. . ··. ·. 

. . _· - ~ - ·.. ;· . j ' . .. . . : . -. - . . . . -- . . -

* · 
1 

In relati_on to any period, ~uxiliary energy consumptionmeans the ratio; expressed as ·. 
percentage of energy in KWh generated at, generator tenninal minus energy in KWh 
delivered at the Generating Station Switchyard to gross energy ii1 KWh generated at . 

· the generator tem1inal. · · · · 

66 

. . 
~ 



Chapter-V Other Tax Receipts 

auxiliary. consumption of 751.292 MUs deprived the Government of the 
electricity duty of,Rs. 7.52 crore~ . 

5, 2.13 Non-reconciliation with treasury books 
- ' - . . . 
During test-check: of the records of th.e Chief Electrical Inspector, it was 
noticed that monthly reconciliation of challans received in proof of receipts · · 
and of other records of remittance with treasuries/sub-treasuries records was 
not done as required under the provision of· Punjab Subsidiary· Rules as 
applicable to Har!yana. 

On. this being pbinted out (July 2001) in audit, the department stated that 
reconciliation with effect from January 2001 had sinc;:e been started and efforts 

. were f)eing mad~ to reconcile the;,figures with the treasury records. Nothing 
was stated ahout the reconciliatiot1 of figures prior to January 2001. Further 
report on action ~aken had not been received (November 2002). 

The matter .was1takeh up (January _20,02) with the Chief Electrical Inspector,-
but reply had not been received (November 2002). · 

. . . .1_ .' ., ' 

The above points were brought to the notice of' the department and to the 
Government between October 2001 and March 2002. . . 

·!-· 
11~1m~~ffi~!:;;~:111i.i~im!l:i.il;i~i:~~~1i1i11111i~1~lli1l· · 
As per Punjab 1\1otor Vehieies Taxation Act, 1924; as applicable to Haiyana, 
tax shall be leviable on every motor_vehicle in equal instalments for quarterly 
periods commencing op the first day of April, July, O~tober and January at the 
r~te of Rs,550 per seat per annurfr subject to 1t1aximum of Rs.35000 per 
vehicle per ye1ar. Any br.oken periocLin such quarterly periods shan, for the 
purpose of levying the tax, be considered as a full quarter. In case of omission 
tb ·comply. _with ·the provisions, the Act further provides that 'the licencing 
officer may impose a penalty, ·which may extend to twice the amount of tax 
due. 

During test-'check of records 6f 7* Regional Transport.Authorities for the years · 
I 999-2000 and 20QQ;;.2001, it was noticed (between August 2000 and 
September 2001) that token tciX in r~spect o( 3 1 O buses of the Transport 
Co-:operative'Societies fodhe period from October 1997 to March 2001' was 

· neither deposited nor· demanded by the department. . This ·resulted in 

Regional Trnnsport Authorities: Ambafa, Faridabad; Gurgaon, Hisar, Jind, Kamal 
and Rohtak. · · 
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:'.. . •' ,. .' . 

noh-realisation of token tax of Rs. 70. 88 lakh besides penalty lev~able thereon .. 

Ori, this. being. pointed out (between August 2000 and September 2001) in 
audit, the · department intimated (between· September 2000 and 
December 2001) that a sum of Rs.2.67 lakh had been recovered and efforts 
were being made. to recoverthe balance amount of:Rs.68.21 lakh: No reply 

· has.:_ been received in other cases. , 
. . . . -

The m~tter was ,referred (between September 2000 and December 2001) to _ 
Goyernment; reply had not been received(Npvember 2002) . 

. ii 

·Under the provisions of the Central Motor Vehicle Rules, 1989, fee for grant 
. o.r r~newal of certificate of fitness. (passing fee) in respect· of Light Motor 
Vehi.cles (N6n,...transport) was chargeable at the rate of Rs.50 per vehicle and it 
was revised to Rs.150 with effect from 22 October 1999 .. But the revised rates 
were; withdr(lwn by Government 9f India with effect from 31 January 2000 
and· ·:the passing · fee was . chargeable . at old rates . with · effect from 
1 Fefiruary 2000. · 

;! 

~ . . .. 
Duiirig test-check of records of registering authorities (Motor Vehicle) in 
42 offices for the years 1999-2000 and 2000-2001, it was noticed {between 
February and December 2001) that fitness certificates were granted in respect 
of 1 ;~3,603 Light Motor Vehicles (non-transport) but no passing fee was 
charg~d by · the registering authorities during the · years 1999-:2000 and -
2000?"200 L This resulted in non-charging of fee of Rs. 79 .42 lakh .. 

Ori this ·being pointed out (between . February and December 2001 ), 
29 registering authorities intimated that efforts were being made to recover the 
amount: Registering Authorities Rewari, Kosli and Fatehabad stated that they 
had st~rted charging passing fee at revised rates w.e.f October 2000 and 

· March: 2001 and notices were being issued to recover the fee in respect of 
cases·· '.registered before October 2000 and March. 2001. ·Registering 
Authorities, Palwal (lnd Faridabad intimated (August 2001) that the matter was 
being t_aken up with the. State Transport Commissioner. No reply had been 
receive.Ci (March 2002) in respect of remaining 8 cases.· . ; . _ 

The matter was referred (between March 2001 .·and January2002) to -
Government; reply had riot been received (November 2002). 
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The Regional Transport Authority is required to issue permits under Motor 
Vehicle Act, .f 988 for the region under its jurisdiction and countersign for 
each .additional region of the State after charging countersignature fee at the 
rates prescribed .Under the Punjab Motor Vehicle Rules, 1940. 

During the coJrse of test"'check of records of seven* Regional Transport 
Authorities, it ; was noticed ·(between May and October 2001) that 
permit/countersignature fee for a block of 5 years. from April 2000 to 
March 2005 ·and April 2001 . to March 2006 for each Heavy and Light 
Transport Vehicle was recoverable at the rates of Rs.4, 125.' and Rs.2,750 
respectively but the same was charged as per pre-existing rates (i.e: Rs.2,625 
and Rs. l,750) 1from April 2000 to March 2001. This resulted in short 
realization of p~rmit/countersignature fee ofRs.3.30 crore in 24,303 cases. 

On this being ,pointed out (between May and October 2001) in audit, the 
department stated (between June and .September 2001) that the permit fee at 

. new rates would be charged on receipt of instructions from the Transport 
Commissioner/Government. The contention of the department is not tenable 
as no separate 1 instructions were required to charge permit fee at enhanced 
rates. 

The matter was also referred (between July and December 2001) to 
Government; reply had not been received (November 2002). · 

-
. ' . 

As per notifi~ation issued in July 1996 under the Punjab Passengers· and 
Goods Taxaqon Act, 1952, as applicable.to Haryana, permit holders for plying 
bu:ses on link routes of the State under the scheme of privatisation of 
·Passengers Road Transport, are. required to pay lump-sum passengers tax 
based on the' seating capacity of the bus on monthly basis at the rate of 
Rs. 16,000 for 52/54 seater and Rs. 10,000 for 30 seater buses. 

Regional Transport Authorities: Ambala. Faridabad, Gurgaon, J ind. Kamal. Rohtak 
and Sirsa. · 
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:~ - 0. * . '. : _- -
During test-check of the records of 13 offices of the Deputy Excise and 
Taxation Commissioners, .·.it was noticed (between April .. 1999 and _ 
Aug\lst 2001 )_ that 166 Transport Co-operative Societies, which were granted 
permits for plying 166 buses_ on link roads, were required to deposit Rs. 1.24 
crore of passengers tax for the years 1998~99 to 2000-200 L However, th~y 
deposited only Rs.17.92 lakhand the remaining amount of Rs:1:06 crore was 

_ neither deposited.by the Societies nor demanded by thedepartment, 

·- On: this: bei·ng pointed out (between ApriL 1999 and August2001.), the 
department made ~ecovery of Rs.22JD lakh and intimated (between January 
2000· and September 200 I) that the balance amount was being recovered .. · · 

·Further progress on recovery of' balance amount had not been· received -. 
(November·2002). .. · - · 

The ;:matter was referred (between. May. 1999 and December 200 I) to -
Gov~rnment; reply had not been received (November2002). · 

• I - • ' • .' 

I 
i. . .t ·-

ti. 

1r·: 
I . . . 

:fi~¥I:1::::;m1u1a1:111~1.1ii:11~li1tt111:1l1:1P.,,i!r:::1.:1ii@:::::m::::::::;::::::::\:::::::::11111t 

Unde~, the Punjab . Entertainment Duty Act, 1955 and the Rules· framed 
thereunder, as - applicable to Haryana, . the propriefor. of a video house · · 
exhibiting video-shows on payinem is req~ired to make advance payment. of 
entert~inment duty every quarter at the rates prescribed by the Government 
from time·totime. Under Government notification issued in March J 9_89, the 
entertainment duty is payable on the basis of population of the town in which 
the :video house is located. For towns-with'population below ten thousand and 
with population of twenty five thousand arid above, duty.is payable a.tthe rate 

· ofRs. lo;·ooo and Rs 25,000 respectively per quarter. The Jatestcensus figwes 
shall be the basis for determining the population of any place. -

During!the: course of test-check of records of the Deputy Excise and Taxation .· .. 
Commissioner, Bhiwarii, for the:yearl999-2001 it was noticed (August 2001) 
that. four proprietors of video houses. exhibiting . video.,.shows at Bhiwani, 
Khanak, Dhani-Phogat and Charkhi Dadri did not pay entertainmenfduty of • 

* ·. : 'Deputy Excise_aPd Taxation Commissicmers: Bhiwani, Faridi1bad (East), Faridabad 
u · (West), Hisar., foa.ijar. Jind, Kamal. Kai.thaL Rewari, _Rohtak. Sonipat, Sirsa and 

:Y amunanagar. · ·. · · -
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Rs. l.33 lakh for different intervening quarters during the period from July 
1999 to March 2001. The duty payable by them was also not demanded by the 
department. , This resulted in non-recovery of entertainment duty of 
Rs. l.33 lakh. 

On this being pointed out (August 2001) in audit, the department intimated 
(December 200 I) that Rs.0.10 lakh had been recovered (October 2001) and 
efforts were being made to recover the balance amount. 

The matter was referred (September 2001) to Government; reply had not been 
received (November 2002). 

-
As per notification issued (October 1977) under the Punjab Sugarcane 
(Regulation of Purchase and Supply) Act, 1953 and the rules framed 
thereunder, as applicable to Haryana, a. sugar factory is required to pay tax at 
the rate of Rs.1.50 per quintal on purchase of cane, latest by l 41

h of the 
folio.wing month. In the event of default, interest at the rate of fifteen per cent 
per annum sh.all be charged for the period of default. The Act further provides . 

. that all sums payable to Government,. but not paid by the due date, shall be . 
recoverable as arrears of land revenue. 

During test-check of records of Assistant Cane Development Officers 
(ACDO), Rohtak and Panipat for the year 2000""'2001, it was' noticed (between 
November and December 200 I) that two assessees, (one each of Panipat a:1d 
Rohtak) purchased 56,80,077.53 quintals of sugarcane between 
November 2000 · and May 2001. However, purchase tax and interest of 
Rs.97.62 lakh though payable by them was not paid. This resulted m 
non-recovery of purchase . tax .. of Rs.85.20 lakh besides interest of 
Rs.12.42 lakh. (calculated upto February 2002). 

On this being pointed out (between November and December 2001) in audit, 
ACDO, Panipat intimated (November 2001) thatthe matter would be taken up 
with the C~ne Commissioner to recover the amount. ACDO, Rohtak 
intimated (February 2002) that the Sugar Mill has been asked to deposit the 
amount. The Cane Commissioner, Haryana, however, intimated (March 2002) 
that no tax had been deposited by the Sugar Mills, Panipat and Rohtak. Action 
to effect the recovery of tax due as arrears of land revenue under Section 17 
(3)of the Act had not been initiated (November 2002). 
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The matter was referred to Government (December 2001 and February 2002); 
reply had not been received (November 2002). 
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Audit Report (RevemieR.eceipts) for the year ended 31 March 2002 ·· 

··-
. . .. 

il~ll!ii!ii~~lil::;~iifillll!iii¥!tiliil;~,;~111111m.1111111111!:1;:11:1::ili 
. . . . . 

··Financial Rules provide that departmental receipts should be deposited m 
Government account .on the same day or latest by next working day. 

, A test'-check of records in the office of the. Director;· Town and Country 
I Planniryg revealed. (January 2001) that. 116 · bank . drafts involving 
Rs.18.~7 crore, received by the department on account of scrutiny fee, licence 
fee, conversion -. charges and _ service _charges etc. from private 
colonisers/contractors for development and construction _of residential, 
comm¢Fcial, industrial and group housing colonies etc. during March. 1999 to 

. March;,2000, were d~posited late in the treasury. The delay ranged between · 
2 and ~· 1 days at the level of the department and between 4 and 61 days at the 
level of the banks excluding grace period ofthree days in case of departmen~al 
remitt~nces and four days for clearance by banks respecti.vely. _Absence of any 
provisipn for levy of interest for delay in remittances and clearance of bank 
drafts . resulted in loss of interest of Rs 15. 99 lakh to the State Government ' . 

calCulated at the Government borrowing rate . 

. On t~is being pointed out (January 2001 ), the department · admitted 
·(September 2001) the facts and stated that utmost efforts were being made to 
minimise the procedural delay in future. · 

. . 

The matter was referred (August 2001) toGovernment; reply had riot been 
! received (November2002}. 
I .'. . 

i 
I 

.·I 

. I 
!· -

~:: . . . .~ . . 

Under the State Financial Rules, utilization of departmental receipts towards 
expenditure is strictly prohibited. All. money received by or tendered to a 
Government servant on account of revenue of the State Government shall be 
paid fufly into treasury or bank on the same day or on the next working day at 
the latest. 
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During test-check of the records of Public Works Department (Irrigation and 
Public Health) and Home Department (Police), it was noticed (between August 
2000 and February 2002) that departmental receipts amounting to Rs.62.36 
lakh collected between the years 1997-98 and 2001-02 were not deposited into 
treasury/bank .but were utilized to meet the departmental expenditure as 
detailed below: 

I-·· I. PWD (lrrigation)/Water Services Divisions, Rohtak and Sonipat 1998-99 to 
1999-2000 

40.25 

Remarks:- On being pointed out (February 2002) in the audit, the department intimated that the 
rt!venue receipts \vere utilised for emergency paymt!nts of electricity, telephone and labour etc. and 
lht! samt! would be deposited into Governmentaccounts on receipt ofLOC . 

• • I • , 

The nuitter was referred (March 2002) to Govenunent; reply had not been received (Novem.ber 
2002). 

2. PWD (Public Health) 
Public Health Divisions No. I and 2 Sirsa · 

1997-98 to . 6.52 
1999-2000 

(upto 
December 

1999) 

Remarks:- On being pointed out (August and September 2000) ih audit, the department intimated 
(April 200 I) tliat disciplinary action was being taken against the onicials/otlicers at fault. 

The matter was referred (September and October 2000) to Govenunent; reply had not been received 
(November 2002). 

3. Home Department (Police) . · 
4U1 and 5tl• Haryana Anned Police (HAP) Battalions at Madhuban 
(Kamal)' 

1997-98 to 
2001-2002 

(upto 
September 

2001) 

15.5n 

Remarks:- On being pointed out (October 2001) the commandants stated (February 2002) that the· 
n.:ceipts were utilised to meet the departmental expenditure for the welfare of force, maintainii1g land 
for PT parades, training and recrt!ation of the force and the facts were ~n the .notice of senior officers. 

The departmt!ntal reply was not tenable as the utilisation .of Government receipts towards the 
Government expenditure is against the financial standards and nonns. 

Tht! matter was referred (December 2001) to Government; reply had not been received 
(Novemb~r 2002). 
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A ucli1'i~eport (Re1;e11ue Receipt.\) .fi1rihe year ended 31 March 2002 

-· 
. . . . . 

Uhd~r the Punjab Miner Mineral Concession· Rules; 1964, as· applicable to 
Haryana, a mining contractfor quarrying is granted by auction or by accepting 

· · tender of highest bidder. The bidder is required to depo'sit 25 per cent of the 
bid n10ney as security and another 25 per cent{ one twelfth of the bid money 
~here value of contract ex.ceeds RsS lakh) as·advanct( payment immediatelyon 
the allotment of the contract. The oalailce contract money.· is payable in 
advahce eithe~:in monthly or quarterly instalments. In the event of default in~ 

i payn~ent, the competent authority may, by giving a. notice; terminate the 
! . contr~ct, forfeit the amount of security and th~ instalriient_(s) paid in advance, if 

any .. , Further, interest at the rate of 24 per cent per annum is also recoverable 
for the period of default in payment of instalments of contract money. 

1 
. Duriryg test-check of records· of the Mining Officer, Sonipat, it \Vas noticed 

i (Sept"ember 2001) that the department inadvertently raised a demand of· 
Rs.1.b1 crore instead of Rs.1.04 crore payable by the contractor. This resulted . 
in shbrt recovery of bid ri10ney ofRs.4.49 lakh including interest of Rs. l.31 · 
l~kh.;l . . . . . . . 

On b1eing ·pointed· out (September 2001) · ih audit, the ·department intimated 
.{March 2002) that notices had been issued for effeeting recovery . 

. / The f!latter was referred (December 2001) to Goverrnnent; reply had not been· 
• ;: received (November 2002). · ·· · 

! 
i 

·-
Urider the HaryanaGeneral Sales Tax Act, 1973, 'Sales' means any transfer of 
prop~rty in goods for cash or deferr~d paymenfor other valuable consideration. 
'Goods' means all kinds of movable property other than newspapers; 
auctionable claims,. money, stocks and shares or securities but include growing . 
crops; grass, trees and things attached to or forming part of the land which are· 
agreed tobe seyered before sale or under the contract of sale. Further, sale of 
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trees (timber) is taxable (with effect from 18 .July 1997) at first stage at the rate 
of 8 per cent (with effect from 4 March 2000). 

During test:--check of records ofDivisioi;rnl Forest Officers (Territotial), Kamal, 
. Rohtak, Bhiwani, Hisar and Jind it was noticed (between November 2001 and· 
February 2002) that 76,338 trees (40170.62 cubic metre timber) valued at 
Rs.2.21 crore were sold by them to Haryana Forest Development Corporation 
(HFDC) during the year 2000-2001 on which sales tax amounting to 
Rs. 17. 71 lakh was not levied/realised. 

On the omission being pointed out (between November 2001 a.id 
February 2002) . in audit, the department stated (November 2001 and 
·April 2002) that declaration i_n Form ST-15 was being collected from HDFC so 
that the amount could be recovered by them. Reply was not tenable as the 
timber. (trees) is taxable at the stage of first sale. The collection of sales tax 
dues was r~quired to be collected by the department and collection of ST-15_ 
Forms after the goods have been sold does not serve any purpose . 

. The matter was referred (between January and April 2002) to Government; 
reply had not been n:;ceived (November 2002). 

-
As per Displaced Persons (Compensation and Rehabilitation) Act, 1954 and 
instructions issued by State Government from time to time, Tehsildar Sales 
(TS) is empowered to assess and charge rent on the unauthorised occupation of 
evacuee land and is responsible for effecting recoveries of all outstanding dues 
regularly. In the event of non-payment by any person, the rent was recoverable 
as arrears of land revenue under the Act ibid. 

It was noticed (August 2001) in audit that evacuee agriculture land measuring 
697. acres was under the unauthorised occupation of ·occupants in Gurgaqn 
districts. The department levied land rent of Rs.22.15 lakh for unauthorised 
use and 6ccupation of the land. Out of this, demand of Rs.8.08 lakh was 
issued, of which Rs.1.32 lakh only was recovered. But no demand in respect of · 
Rs. 14. 07 lakh was issued at all: Thus, lack of action on the part of the 
department resulted in non- recovery of Rs.20.83 lakh. 

On the matter~ referred . (December 2001 ), the Secretary and Commissioner, 
Rehabilitation ,. Department stated (November 2002) that Government 
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liberalised (November 200 I) the existing policy to transfer rural/urban evacuee 
lands to unauthorised occupants at market price determined by the Government 
on the recommendations of High Level Price Recommendation Committee and 
the rent of the land in question alongwith the cost of the land would .be 
recovered from such un-authorised occupants at the time land was transferred. 
Further"progress to realise the cost ofland and the outstanding rent of Rs.20.83 
lakh from the unauthorised occupants was awaited (November 2002). 

11111111111111111111111111111111111111111111111111111111111 

As per terms and conditions laid down in the sanction orders issued by the 
Registrar, Co-operative Societies, Haryana, Chandigarh from time to time, 
every Co-operative Society shall give a suitable return in the form of dividend 
on contribution of Haryana Government' share capital on· the basis of 
resolutions passed by the Board of Directors. Ui1der the provisions of Haryana 
Co-operative Societies Rules, 1989, the dividend shall not exceed 10 per cent 
per. annum of the paid-up share capital of a Co-operative Society. 

(i) During test-check of records of Assistant Registrars, Co-operative 
Societies, Bhiwani, Rohtak, Panipat and Faridabad for the years 1995-96 to 
2000-2001, it was noticed (between November 2000 and March 2002) that 
6 Co-operative banks had been running in profit. Their Board of Directors had 
passed (between February 2000 and October 200 I) resolutions for payment of 
dividend amounting to Rs. 80. 70 lakh at the rates ranging between l per cent 
and 7 per cent for the years 1995:..96 to 2000-01, but the same was neither 
deposited by any of the Societies into Government account nor deinanded by 
the department. This resulted in non-recovery of Rs.80.70 lakh. 

On this being pointed out (between November 2000 and February 2002), 
Assistant Registrar, Co-operative Societies, Panipat, Rohtak and Bhiwani 
intimated (March .2002) that dividend would be deposited on receipt of 
approval from the Registrar, Co-operative Societies, Haryana, Chandigarh. 
Assistant Registrar Co-operative Society, Faridabad intimated (March 2002) 
that efforts were being made to recover the amount. 

. The matter was referred (February 200 I and March 2002) to Government; 
reply had not been received .(November 2002). 

(ii) During test-check of records of the Assistant Registrar, Co-operative 
Societies, Hisar anj Kurukshetra for the year 2000-200 I, it was noticed 
(between October 2001 and January 2002) that 3 C~ntral Co-operative Banks 
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at Hisar and Kurukshetra and one Co-operative Labour and Construction 
Union Ltd. at Hisar had been running in profit but their Board of Directors did 
not declare any dividend on share capital for the years 1996-97 to 2000-0 I. 
The maximum dividend that became payable to the Government amounted to 
Rs.1.61 crore. 

On this being pointed out (b.etween October 200 I· and January 2002) in audit, 
Assistant Registrar, Co-operative Societies, Haryana, Hisar . intimated 
(October 2001) that notices were being issued to the concerned Banks/Units to 
deposit the amount of dividend. Assistant Registrar Co-operative Societies, 
Kurukshetra intimated (March 2002) that the Kurukshetra Central 
Co-operative Bank Ltd., Kurukshetra had been asked to deposit the dividend. 
Further progress on deposit of dividend had not been received 
(November 2002) . 

iii11111::::::::::::111ffir11~111111:1t1:1::1Q,r,1:1:111.:!:::$,l'.l.i~:::11:1i11:::::::::::;.::::::::::::::: 

The State Government contributes towards the share capital of Co-operative 
Societies registered with the Co-operative Department. The share capital so 
contributed by Government is required· to be redeemed in accordance with the 
instructions/terms and conditions stipulated in the sanction issued by 
Co-operative Department/State Governlnent. State Government further 
directed (March 1979) all the heads of departments that primary responsibility 
for maintenance of accounts relating to shares held by Government in various 
undertakings and their timely repayment rests with the Head of the 
Department. 

During test-check of records of Assistant Registrar, Co-operative Societi:::s, 
Jind for the year 1

1
997-2000, it was noticed (November 2000) that share capital 

of Rs. 9. 61 crore was invested by the Haryana Government during the years 
1981-82 to 1988-89 in three Co-operative Sugar Mills (Jind: Rs.3 .13 crore, 
Shahbad: Rs.3.47 crore and Palwal: Rs.3.01 crore) and amounts were released 
by .the Registrar, 'co-operative Societies, Haryana, Chandigarh without fixing 
terms and conditions in the sanction orders granting share capital to the Sugar 
Mills. The terms and conditions for redemption of the share capital were 
issued in November 200 l. These stipulate that the share capital would be 
retired in 12 yea~s and retirement would start from the expiry of 3rd year. 
Thus recovery should have been started with effect from 1984-85 to 1991-92. 
Further scrutiny revealed that share capital of Rs.2.23 * crore out of Rs. 9.61 
crore only had been redeemed by the Sugar Mills leaving thereby Rs.7.38 crore 

* Co~operative Sugar Mills Shahbad: Rs.2.00 crore. Jind: Rs.13.09 lakh and 
Palwal: Rs.10 lakh. 
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not redeemed as on 3 I March 2002 The late issuance (November 200 I) of the 
terms and conditions, thus resulted m blockage of revenue of Rs 7 3 8 crore. 

On this being pointed out (November 2000) m audit, the l\lanaging Director, 
Sugar Mills, Shahbad and Palwal intimated (March 2002) that no action was 
taken due to non-receipt of terms and conditions and K1sht bandi statements 
(repayment schedule) from the Government/Registrar Co-operative Societies 
Assistant Registrar Co-operat ive Societies, Haryana, Jind directed 
(December 200 I) the Managing Director, Co-operative Sugar Mill Ltd , Jind to 
deposit immediately the amount of Rs 3 crore 

The matter was referred (December 2000 and 1\larch 2002) to Government 
rep y had not been received (November 2002) 

Chandigarh 
Dated: "' S FEB 

New Delhi <5.!':, "\'! 
Dated: ~ ~ "' 

'C\ 

S:> 

(ASHWINI ATTRI) 

Accountant General (Audit) Haryana 

Countersi~nt.>d 

(\'IJAYENDRA N. KAUL) 
Comptroller and Auditor General of India 
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