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I 
This report for the year ended\ 31 March 2008 has been prepared for submission to 
the Governor under article 15 [ (2) of the Constitution. 

! 

The audit· of rev en tie receipts lof the State Government is conducted under Section 
16 of the Comptroller & A~ditor General's (Duties, Powers and Conditions of 
Service) Act, 1971. This report presents the results of audit of receipts comprising 

I . . 

taxes on · sales/trade, state excise, taxes on vehicles, land revenue, other tax 
receipts, mineral concessionsl fees and royalties and other non-tax receipts of the 

Th
State. . d . h. j . h hi h . . th 

e cases menttone m t llS rep011 are among t ose w c came to notice :m . e 
course· of test audit bf recorcls during the year 2007-08 as well as those which 
came to ·notice in the earlier years but ·could not be covered in· the previous 
reports. 1 · 
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OVERVIEW 

This Report contains 21 paragraphs including two reviews, relating to 
non/short levy of tax, interest, penalty etc. involving Rs. 92.87 crore. Some of 
the significant audit findings are mentioned below. 

General 

The total receipts of the Government of Chhattisgarh during 2007-08 were 
Rs. 13,878.65 crore as against Rs. 11 ,453.24 crore for the year 2006-07. The 
revenue raised by the Government amounted to Rs. 7,638.55 crore comprising 
tax revenue of Rs. 5,618.10 crore and non-tax revenue of Rs. 2,020.45 crore. 
The receipts from the Government of India were Rs. 6,240. 10 crore, (State's 
share of divisible Union taxes: Rs. 4,034.98 crore and grants-in-aid: 
Rs. 2,205.12 crore). Thus, the State Government could raise 55 per cent of the 
total revenue. Taxes on sales, trade etc. (Rs. 3,023.70 crore), state excise 
(Rs. 843.10 crore), stamp duty and registration fee (Rs. 462.72 crore) and 
non-ferrous mining and metallurgical industries (Rs. 1 ,031.55 crore) were the 
major sources of tax and non-tax revenue during 2007-08. 

(Paragraph 1.1) 

The arrears of revenue aggregating Rs. 381.68 crore remained unrealised 
under some principal heads of revenue at the end of 2007-08. The arrears were 
mainly in respect of taxes on sales, trade etc., state excise, taxes on vehicles, 
electricity duty and irrigation. 

(Paragraph 1.4) 

Test check of the records of commercial tax, taxes on motor vehicles, stamp 
duty and registration fee, land revenue, state excise, forest and other non-tax 
receipts conducted during the year 2007-08 revealed underassessment/short 
Levy/loss of revenue amounting to Rs. 190.96 crore in 6,252 cases. During the 
year, the departments concerned accepted underassessment and other 
deficiencies of Rs. 94.72 crore in 2,457 cases. 

(Paragraph 1.8) 

A Review of "Computerisation of Commercial Tax Department, 
Chhattisgarh" revealed the following: 

• There was inadequate documentation of the project. 

(Paragraph 2.2.6, 2.2.7) 

• There were no plans to phase out the manual system and change-over 
to the computerised system. 

(Paragraph 2.2.8.1) 

• There was incomplete information of registered dealers on the system. 

(Paragraph 2.2.8.2) 

iv 



• There was frequent loss of connectivity with the central server. 

(Paragraph 2.2.11) 

Non-levy of penalty on concealed purchase valued at Rs. 1.25 crore resulted in 
non-realisation of Rs. 31.59 lakh. 

(Paragraph 2.3) 

Acceptance of form F of doubtful authenticity resul ted in short levy of tax of 
R s. 33.18 lakh. 

(Paragraph 2.4) 

Levy of concessional rate of purchase tax without declaration on form-IV 
resulted in short levy of purchase tax of Rs. 24.19 Jakh. 

(Paragraph 2.5) 

Ill. .State Exg~ 
A Review of "Levy and collection of excise revenue" revealed the 
following: 

• Absence of norms for yield of alcohol from gram deprived the 
Government of revenue of Rs. 117 .07 crore. 

(Paragraph 3.2. 7) 

• Deficiencies in fixation of revenue targets for groups of liquor shops. 

(Paragraph 3.2.8) 

• Revenue Loss of Rs. 8.68 crore due to non-establishment of 
depanmental laboratory in the State. 

(Paragraph 3.2.9) 

• Non-levy of penalty of Rs. 5.49 crore for failure to maintain minimum 
stock. 

(Paragraph 3.2.12) 

• Non-levy of duty of Rs. 78.33 Jakh on excess wastage in transportation 
of bottled country spirit. 

(Paragraph 3.2.13) 

IV. ~ Taxes on VehlcleS 

In two regional transport offices, trade tax of Rs. 4.93 Jakh was realised from 
202 automobile dealers against Rs. 3.16 crore resulting in short realisation of 
trade tax of Rs. 3.11 crore. 

(Paragraph 4.2) 

Non-realisation of taxes from the owners of transport vehicle resulted in short 
levy of tax and penalty of Rs. 3.58 crore. 

(Paragraph 4.3) 
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V. Electricity and Safety 

There was non-levy of interest of Rs. 28.03 crore on belated payment of 
electricity duty. 

(Paragraph 5.2) 

Non-realisation of electricity duty of Rs . 18.62 crore from captive power 
producers. 

(Paragraph 5.3) 

Irregular allowance of transit loss resulted in non-levy of electricity duty of 
Rs. 1 J .11 crore. 

(Paragraph 5.4) 

VI. Land Revenue 

Non-levy of cost of proceeding on defaulters resulted in short realisation of 
revenue of Rs. 6.35 lakh. 

(Paragraph 6.2) 

¥Il. Mining and Other Non-tax receipts 

Non-remittance of royalty to Government account by the Municipal 
Corporation, Raipur resulted in unauthorised retention of Rs. 4. l3 crore. 

(Paragraph 7 .2) 

Non/short deduction of royalty from contractor's bill resulted in 
non-realisation of royalty of Rs. 2.33 crore. 

(Paragraph 7 .4) 

There was non-recovery of water charges of Rs. 5.20 crore from the 
beneficiary farmers . 

(Paragraph 7 .6) 
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l~ltl.-ill.·illlll.11]11111111[1111111 
i 

l.1.1 The tax and non-tax revenue raised by the Government of 
Chhattisgarh duripg the year 2007.:08, the State's share of divisible 
Union. taxes and grants-in-aid received· froni the Government of India 
during ~he year a~d the corresponcling figures for the preceding four 

· years are mention~d below: 

I. Revenue rais~d by the State Government 
I ' 

I 
.. Tax revenuy 2,588.25 3,227.80 4,051.91 5,045.70 5,618;10 

"'Non-tax 1,124.41· 1,243.93 1,229.53 1,451.34 2,020.45 
revenue. 

.Total i·' 3,712.66 4,471.73 5,281.44 6,497.04 7,638.55 
I :n.· Receipts from the Government of India 

"' State's shar~ 1,569.70 1,876.29 2;507.82 3,198.80 4,034.981 

of divisible I 
Union taxe~ 

" Grants:..in~ '1 676.96 900.85 1,049.23 1,757.40 2,205.12 
aid I 

.Total 2,246.66 2,777.14 3,557.05 4,956.20 6,240.rn 

m. Total receipt!. 5,959.32 7,248.87 8,838.49 11,453.24 13,878.65 
ofthe State 1 

(I+Il) 
I 

IV. Percentage of 62 62 60 57 55 
Ito ill 

I 

· The above table :indicates tliat during the year 2007-08, the revenue 
raised· by the State Government was 55 per cent of the total revenue 

I . . 

receipts (Rs. 13,878.65 crore) against 57 per cent in the preceding year. 
The balance was received from the G9vemment of India. 

: 
·. ! 

I 
; 

For details refer1

1 

"tax revenue" Of statement 11, detailed account of revenue by 
minor heads of the Finance Account of the Government of Chhattisgarh, 2007-08. 
The amount und~r the minor head 901 -'share of net proceeds assigned to the State 
booked under the major heads 0020 - Corporation tax, 0021 - Income tax, 0028 -
. I . . . 
Other taxes on i9come and expenditure, 0032 - Taxes on wealth, 0037 - Custom, 
0038 - Union exdse duty, 0044 - Service tax and 0045 - Other taxes and duties on 
commodities and services under 'A - tax revenue' have been excluded from ·the 
revenue raised by the State and included in the State's share of divisible Union 
taxes in this statement. 

I ··c~. 



SI. 
No. 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9 . 

Audit Report (Revenue Receipts) for the year ended March 2008 

1.1.2 The following table presents the details of tax revenue raised 
during the period from 2003-04 to 2007-08: 

<Ruoees in crore) 

Heads of 2003-04 2004-05 2005-06 2006-07 2007-08 Ptrctntage 
revenue of increase 

I' 
. ·~ (+)or 

decrease 
(-)in 20(}7-. 08 over 

2006-07 

• Commercial 989.23 1,347.17 1,602.85 2,1 40.71 2,502.70 (+) 16.91 
tax 

• Cemral sales 309.39 326.69 486.35 702.33 521.00 (-) 25.82 
lax 

State excise 402.35 458.27 634.50 706.81 843.10 (+) L9.28 

Stamp duty and 170.87 247.77 312.80 389.51 462.72 (+) 18.80 
registration fee 

Taxes and duties 268.36 308.92 362.31 469.12 394.86 (-) l5 .83 
on electricity 

Taxes on 167.07 191.79 205.97 253.05 276.94 (+) 9.44 
vehicles 

Taxes on goods 230.08 287. 13 395.33 301.81 510.72 (+) 69.22 
and passengers 

Other taxes on 42.96 27. 13 20.65 16.23 11.54 (-) 28.90 
income aud 
expenditure, 
LaXes on 
professions, 
trades, callings 
and 
employments 
including hotel 
receipts tax 

Other taxes and 4.13 4.25 4.26 5.27 6.40 (+) 2 1.44 
duties on 
commodities 
and services 

Land revenue 3 .81 28.68 26.89 60.86 88. 12 (+) 44.79 

Total 2,588.25 3,227.80 4,051.9l 5,045.70 5,618.10 (+) 11.34 

The reasons for variation in receipts of 2007-08 from that of 2006-07, as 
reported by the departments, are mentioned below: 

State excise: The increase (19.28 per cent) was due to increase in duty 
of country spirit and foreign liquor and increase in number of cable 
consumer and cinema halls. 

Taxes and duties on electricity: The decrease (15.83 per cent) was 
attributed to the delayed payment of electricity duty and development 
cess by the State Electricity Board. The Government has initiated action 
to recover the dues. 

Taxes on vehicles: The increase (9.44 per cent) was due to increase in 
registration of new vehicles and strict enforcement of recovery. 

2 



I. 

2. 

3. 

4. 

5. 

6: 

7. 

8. 

9. 

Chapter-!: General 

I 
I 

The other departn;ients didnotinform (November 2008) the reasons for 
variation, despite being requested (August 20Q8). 

1.1.3 The foUoJing table presents the details of major non-tax revenue 
raised by the State during the period from 2003-04 to 2007-08. 

I 

I 

Non-ferrous 629.68 679 .. 83 721.12 813.42 1,031.55 (+) 26.82 
mining and I 
metallurgical 
industries 

I 

Forestry. and 1!40.94 159.85 203.17 205.79 258.07 (+) 25.40 
wildlife i 

I 

Interest 122.46 101.26 97.67 186.04 205.61 (+) 10.52 
receipts I 

I 

Major and '144.85 67.26 38.98 104.96 97.62 (-) 6.99 
medium I 

I 

ini.gation 

Other non- [86.38 69.23 106.41 74.32 ,96.µ (+) 29.76 
tax receipts 

Medical and ! 2.43 3.21 3.07 19.33 7.62 (-) 60.58 
public health 

Other :10.70 12.30 14.23 13.10 10.59 (-) 19.16 
administra-
tive services 

Police i 6.80 3.74 10.21 12.11 12.31 (+) 1.65 

Public works i 8.56 5.63 13.94 9.31 11.67 (+) 25.34 

10. Miscellane- !67.47 37.45 14.91 8.62 281.84 (+) 3,169.61 
ous general 

I 

services · 

11. Co-operation i 4.14 4.17 5.82 4.34 7.13 . (+) 64.29 

12. Power i NA 100.00 0.00 0.00 0.00 0.00 

Total 1,l24.41 1,243.93 1,229.53 1,451.34 2,020.45 (+) 39.2:1. 

The variation ib receipt between 2007-08 and 2006-07 under 
'miscellaneous general services' was primarily due to waiver of 
Government of rlldia debt which was accounted for in this head. fu 

I 

remaining casesi reasons for variation have not -been received 
(November 2008)!, though called for (August 2008). 

! 

:1m11~11111111i1.111111111m1111mt I . . 

The variations between the budget estimates and actuals of revenue 
I • 

receipts for the year 2007-08 in respect of the principal heads of tax and 
non-tax revenue a're mentioned below: 

I 

3 
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Audit Report (Revenue Receipts) for the yea/-~nded Ma'rchioos · 

I. -Taxes on sales, trade etc. · 3,200.00 3,023.70. . (-) 176.30 (-)5.51 

2. State excise 840:00 843.10 (+) 3.10 (+) 0.37 

3. 'faxes and duties on 481.10 394.86 (-) 86.24 (-) 17.93 
electricity 

ducy ·-
,:· 

. 462~72 4. Stamp .. and· 471.47. (-) 8-}5 (-)1.86 
registration· fee 

5. Truces on goods and 401.1;)0 510.72 (+) 109.72 (+) 27.36 
·passengers 

6. · Taxes on vehicles. 297.00· ' 276.94 (-) 20:06 (-) 6.75. 

7. · Larid revenue •96.76 88.12 (-) 8.64 (-) 8.93 

8. ·other tries ·on income and 19.83 .. 10.85 (-) 8:98 (-) 45:28. 
. i~penditure 

.--. 

9. Other taxes and duties on 5.64 6.40 (+) 0.76 (+) 13.48 
comr0odities ai1d' services 

10. Hotel receipt~ tax 0.60 0.69 (+) 0,09 (+) 15.00 . 

B. Non-tax revenue 

1. Non-ferrous mining and 983.52. 1,031.55 -(+) 48.03 ·(+)4.88 
nietallurglciil industries 

2. ··Forestry. and wildlife 250.00 '258.07 (+) 8:07 . (+) 3.23 

3. Interest receipts 143.90 205.61 . (+) 6k71 (+) 42.88 

4. . Major and medium_ 95.13 .97.62 (+) 2,49 . ·(+) 2.62· ... · 
: i.ITigation 

5_; Medical and public health · 15.78 7.62 (-) 8.16 (-) 51.71 . 

6. Other adillinistrative :15.'Z~ '. fo.59 .. 05.14 (~) 32.68 
serv"iccs 

7. Police '6.90 •· 12.3'! (+) 5.41 ·.·_(+) 78.41 

8. Public Works Department li.54. . " 11.67 ·. (-) 0.87 (-) 6.9.4 

9. Water supply and 3.06 .. _.4.47 (+) 1.41 (+) 46.08. 
. sanitation . 

10. · Others (Jail) -1.81 . 1.39 H0.42 (-)-23.20 
. - . . -

The departments concerned did notirnform (November 2008) the reasons 
for variation, despite being requested (August 2008). . . · -

1l1{111111~11111f111111111111 
. The gross collection of the major revenue receipts; expenditure incurred · 
Oil collection (lild the percentage·of·such expenditure to gfOSS collection 

·during the years 2005~06, 2006-07 a~d 2007..:os along with the relevant . . 
all. Inclla. average percentage of ~xpendiiure on collectipn to. gross · 
collection for 2006-07 are mentioned 'below:_ . · . 

4 



Chapter-I: General 

I 

1. Taxes on 2005-06 2,089.20 12.61 0.60 0.82 
sales, trade 

2006-07 2,843.04 12.46 0.44 etc. I 

I 
2007-08 3,023.70 14.24 0.47 

I 
2. Taxes on 2005-06 205.97 3.81 1.85 2.47 

vehicles 
2006-07 253.05 4.09 1.62 

I 

2007-08 276.94 5.30 L91 
I 

State excise 
I 

3. 2005"06 634.50 23.55 3.71 3.30 

2006-07 706.81 17.94 2.54 

2007-08 843.10 19.75 2.34 
I 
I· 

4. Stamp duty 2005~06 312.80 8.61 2.75 2.33 
I 

and I 

registration 2006-07 389.51 10.86 2.79 

fee 2007-08 462.72 10.83 2.34 
I 

The cost of collecti:on is marginally higher in n~spect of stamp duty and 
registration fee but has been reduced as compared to previous year. 

J 

The arrears of somb principal heads of r~venue as on 31 March 2008 as 
reported by the departments amounted to. Rs. 381.68 crore of which 
_Rs. 144.43 crore w~s outstanding for more than five years as mentioned 
below: . · · I · · 

1. Taxes on 183.29 113.05 Action to recover an·ear by 
sales, trade auction of confiscated 
etc. property. 

2. Taxes on 7.27 ).47 Out of Rs .. 7.27 crore, 
vehicles Rs. 1.25 crore has bl(en 

recovered in ·April · 2008. 
Efforts are on to recover the 
balance. 

3. State excise 20.35 19.45 Efforts are on to effect 
recovery. 

4. Stamp duty 3.06 0.34 - do -
and 
registration 
fee 

5. Taxes and 47.20 2.79 - do -
duties on 
electricity 

5 



Audit Report (Revenue Receipts)for the year ended March 2008 

6. Geology and 1.90 l.67 Efforts are on to effect 
mining recovery. 

7. Inigation 118.61 5.66 - do -

Total 381.68 144.43 

lfl~· .. fjij··f,11111111111111111111 
The number of pending cases at the beginning of the year 2007-08, 
becoming due during the year, disposed during the year and pending at 
the end of the year 2007-08 as furnished by the departments are 
mentioned below: 

Comm- 41,524 43,244 84,768 54,713 30,055 64.54 
ercial tax 

Professi- 10,088 18,069 2~,157 21,905 6,252 77.80 
onal tax 

Entry tax 48,652 25,080 73,732 32,014 41,718 43.42 

Luxury tax 35 92 127 96 31 75.59 

Tax on 22 47 69 48 21 69.57 
works· 
contract 

To tall 1,00,321 86,532 1,86,853 1,08,776 78,077 58.21 

Thus, 41.79 per cent of the assessment cases were pending at the end of 
the year for which the Government should initiate action for expeditious 
disposal. 

1~1~11';·1i~·~'111si:~1_1,11 
The details of cases of evasion of tax detected by the departments, cases 
finalised and the demand for additional tax raised dming 2007-08, as 
reported by the departments, are mentioned below: 

6 
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Chapter-!: General 

·. :2. Btate excise ··/ ' : 15 · 15 15 

.· I . . . . . . -· .. - .· 
Thus; during 200~ ~08, ~e -State• Excise Department could not finalise· . 
arty of the 15 cas~s pending settlem,ent for more than three years and the 
.Commercial Tax,Pepartment could finalise only one out of 18 cases. 

'''"' ·- -"' ·j' ' " - ' ' ' ' 

:' •' ' 'lllJ.~ll~'J.llttlll
1

'' '' _. ' 

The_ number ' of refund' .'cases. pending ' at the ' beginning of the 
year 2007-08; clattns received during the year; refunds allowed during 

- . . , . . . . .. . I .. "'' , . ' . . . .· . 
. . the year and case~ pending· at the close of the year 2007-08, as reported 

by thedepartments, are inentionedbelow~ ' 
.. . · .. , . I ···. . ... 

. I 

j ' 

I t.77 
I 

5 2.92 5 2.92 3 l.77 

~18.69' 3;931 2,897.79 4;042,, 2,853.81 193 362.67 

_._ - - __ : - . .·- -· - -

- .. - ' . .-! . ' .- .. :- ·,. :,. _._·_. . . . . 
. · Test check _of the/records of comII1erc;1~l ta~, land revenue, state exeise, 

· motor vehicles t,ax, stamps .and registration fee and other non-tax 
•.. receiptsconducte8 duiingthe yea( 2007.:.08 revealed underassessinent, 
· short levy and lo~s of revenue, amounting. to Rs.· 190.96 crore in 6,252 

cases. The' departments coricerned accepted underassessment and other 
deficiencies of R~. 94.72 crore in 2,457 cases, whith had beern pointed 

. • " . • • I . . . . . ' . . 
out m audit ci_unng the year 2007'-08. . . 

. . I. , . - . . · .. 
This report contains 21 paragraphs ineluding two reviews, pointing out 

.· . . I . ·.. . . . , 

nail/short levy of taxes, duties, interest and penalties etc., involving 
' ' ·, ' -1 ' ' '•' 

Rs._ 92.,87 · crole. The Goverrnnent/departments accepted ·.audit 

2'" - ' " - ,,, "'"' ' I "" ' " ' " C' ' ' '' • 

. The variations betWeen closing balance for the year 2006-07 and opening balance 

3 

for the year 2007-08 has been reconciled and the department has submitted 
revised figure thiough their letters dated 19.9.08 and 24.9.08. '• • 
The .variations b1etween ·the .closing. balance ()f 2006-07 and opening balance of 

" 2007-08 has bee~ reconciled· and changed accordingly on receipt of revised figure& 
. . .I . , . . 

fromthe respectife departments. · · 

I 
7 



Audit Report (Revenue Receipts) for the year ended March 2008 

observations involving Rs. 52.88 crore of which Rs. 74.62 lakh had been 
recovered upto March 2008. Audit observations with a total revenue 
effect of Rs. 39.98 crore have not been accepted by the departments, but 
their contentions have been appropriately commented . upon in the 
relevant paragraphs. 

Audit observations on underassessrnents, short determination/realisation 
of taxes, duties, fees etc., and defects in the maintenance of initial 
records, which are not settled on the spot, are communicated to the 
heads of the departments through inspection reports (IR). Important 
inegularities are also reported to the Government/departments through 
IRs by the office of the Accountant General fo which replies are required 
to be furnished by them within one month. 

The number of IRs and audit observations relating to revenue receipts 
issued upto 31 December 2007 which were pending with the 
dep?rtments as on 30 June 2008, along with corresponding figures for 
the preceding two years, is mentioned below: 

1. N umb~r of IRs pending settlement 1,526 1,587 1,875 

2. Number of outstanding audit observations 5,819 6,113 7,059 

3. Amount of revenue involved (Rs. in crore). 1,555.31 1,693.28 2,711.75 

The department wise details of the IRs and audit observations 
outstanding as on 30 June 2008 are mentioned below: 

I. Commercial tax 298 1,947 .260.12 1992-93 

2. Stamp duty and 225 559 21.82 1990-91 
registration 

3. Land revenue 461 1,223 482.53 1994-95 

4. Transport 83 623 63.81 1994-95 

5. State excise 102 331 204.34 1994-95 

6. Geology and 101 354 483.81 1994-95 
mining 

7. Electricity duty 7 23 66.52 1997-98 

8. Entertainment tax 55 68 1.60 1994-95 
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Chapter-!: General 

9. Other tax j 277 1,021 239.19 1994-95 
department~ 

10. 
. I . 

Forest (Re".enue) 266 910 888.01 1979-80 

Totan I 1,875 7,059 2,711.75 ! 

The process of settlement of the outstanding audit observations 
contained in th~ ][Rs is ·to be expedited t:hfough departmental audit 
committees con~tituted by the · Government. These committees are 
chaired by the Secretary of the department concerned and attended by 
the officers condemed of the State Government and of the office of the 
Accountant Gen~ral (Audit). The meetings for reviewing and monitoring 
the progress of! settlement of the audit observations/paragraphs are 
required to be held on a regular basis. 

I 

During the year[ 2007-08, no audit committee meeting was held. The 
Government shoulld ensure holding of periodical meetings of these 
committees for epsuring effective action on audit observations leading to 
their settlement ; . 

• j 

~111\1i111r11~11m1111:111111n1111111111ir111,1.111m1111111111111 I . . . 

As per standing instructions of the Finance Department, all deprutments 
are to send theit response to the draft audit paragraphs proposed for 
inclusion in the ~eport of the Comptroller and Auditor General of India 
within three weeks of their receipt The draft paragraphs are forwarded 
to the· Secretari~s of the department concerned through demi-official 
letters, requesting them to send their response within three weeks. The 
fact of non-rec~ipt of replies from the Government is invariably 

· indicated at the
1 
end of each such paragraph· included in the Audit 

Report. ! 

Draft · paragraph,s proposed to be · included in the ~eport of tile 
Comptroller and) Auditor General of India (Revenue Receipts) for the 
year ended 31 March 2008 were forwarded to the Secretaries of the 
respective departments between March 2008 and August 2008. Out of 

I . 
19 draft paragraphs, the departments have accepted the audit 
observations in eight p'aragraphs. 

i 

According to the; instructions issued by the Finance Department, all the 
departnients wer6 required to furnish explanatory memoranda, vetted by 
audit, to the C4battisgarh Vidhan Sabha Secretariat, in respect of 
paragraphs incluaed in the Audit Reports, within three months of their 
being laid on the ftable of the House. 

As on March 2008, five departments had not furnished the departmental 
notes in respect bf 20 paragraphs included in the Audit Reports for the 
years between 2Q01-02 and 2005-06 for vetting. The delay ranged from 
9 to 46 months as mentioned below: 

I 
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. Audit Report (Revenue Receipis)for: the year:e~4edMar:ch2008. · 

... 

2. Land revenue 2001:02 26-02c04 .'26~05-04 46 

:. · 2004c05 . 23-03~06 i3-06C06 . 21 

3_·: Forest receipt 2005~06 15-03-07 l'.5~06-07 10 

4. Oeology and 2005=06 15-0J-07 t:5-06=07 1 -10 
Mining 

5. Public works :2002-03 30-11-04 '02-03-05 2 36 
department 

Total 20 

. With. a yiew to . ensure . accountfibility of . the. executive, the · Public 

. Accounts.Committee (PAC)lays down fo. each case, the.period within 
which action.taken notes ·(ATN) on its r~commenclations should be sent. 
The PAC discussed 136 selected paragraphs pertaining to the Audit 
Report for the years 1998-99 to 2005-06 and gave its· recommendations 

·on 103 paragraphs. However, .A.TNs have m;>t bee11 received in.~espect of · 
92 recommendations of the PAC from: th~ departments concerned as 

· mentioned below: · . · · 

1999- ' --/~- c-/4 c-1-- --/8 --/1 
2000 

2000-01 .. ~~/l --17 16/20 214·. -~!-- so 
2001-02 -+- .. --/~- -:!-- --/1 . 117·-

2002.-03 ' --/-- --/-- --/-- --/c- 11~~ 

Total --16 1· 1/19 20/20 '4/14. 512 

· b~g. the Years bet\:Veen ·2003-04 .. and 2006~07; the dep~ments/ 
~. Government accepted . observations· . of the ~ridit · Reports involving 

Rs. 18.59 crore of which Rs. 5.lO~rore only~had been.recovered till 
March 2008 as niep.tionedl>elow:· . . 

10 

2 

l 
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1. 2003-04 46.72 12.40 1.26 

2. 2004-os .46.00 1.05 1.43 
I 
I 

2.22 3. 2005-0? 253.10 1.82 

4. 2006-07 15.99 2.92 0.59 
' 

Total 361.81 18.59 . 5.10 

11 
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. l~ltllllllll\111111 
I Test check of the records of the Commercial Tax Department conducted 

during · the year 200~ -08 revealed underassessment, non/short levy of 
tax/interest/penalty, application of incorrect rate of tax etc. amounting to 
Rs. 2.59 crore in 37 cases, which fall under the following categories: · 

I ' . . (Rupees m crore) 

I. "Computerisati~n of the Commercial Nil 
Tax Departmenr - A review 

2. Incorrec;t grant [of exelllption/deduction/ 18 1.12 
set-off 

3. Non/short levy of tax 3 0.50 

4. Incorrect detenniriation of taxable turnover 2 0.27 

5. Application of indorrect rate of tax 3 0.05 
., II • ' 

6. Other irregulatitiJs 10 0.65 
I 

Tota! 37 2.59 

Dliring the year 2007-08, the department accepted underassessment of tax of 
Rs. 62 lakh in i6 cases. I · · 

, . I 

An information technol~gy review of '~Computerisation of the CommerciaB. 
Tax Department" and :a few illustrative cases involving revenue of Rs. 73.43 

. lakh highlighting imp9rtant audit findings are mentioned in the following 
paragraphs. I 

l 
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141·111.l\•!IBIJlillllillillllllRllllli!lllil'llllllll 
:li1111mr11::1:r1:,:;;1r11~ 
o There was inadequate documentation of the project. 

(Paragraph 2.2.6, 2.2. 7) 

There were no plans to phase out the manual system and change-over 
to the computerised system. 

(Paragraph 2.2.8.1) 

There was incomplete information of registered dealers on the system. 

(Paragraph 2.2.8.2) 

There was frequent loss of connectivity with the central server. 

(Paragraph 2.2.11.1) 

ll~ll';~l;('lllllllllil& 
The Chhattisgarh Commercial Tax Department is responsible for levy and 
collection of tax under value added tax (VAT), central sales tax (CST), entry 
tax (ET), professional tax (PT) and luxury tax (LT) in the state. A project for 
the computerisation of Commercial Tax Depaitment was initiated in Madhya 
Pradesh (MP) in the year 2000 which included the districts of the present State 
of Chhattisgarh. After the State's formation in November 2000, this work was 
awarded to. Computer Maintenance Corporation Ltd. (CMC) in the year 2003 
which developed an application software called the Chhattisgarh C01mnercial 
Tax Software (CGCOMTAX) in June 2005. 

The total estimated cost of the project was Rs. 12.67 crore out of which 
Rs. 1.50 crore was financed from the Eleventh Finance Commission in 
2002-03. As per the records produced to audit, the total expenditure on 
computerisation including hardware, accessories, software and handholding 
support by CMC amounted to Rs. 8.64 crore. 

The software CGCOMTAX is based on three-tier architecture i.e., database 
server-Sun . Solaris, · application. server-Windows 2003 and · report 
server-Windows XP. It is a web-enabled application with Java Server pages in 
the front end and Oracle RDBMS at the back end. All the departmental offices 
have their own local area network (LAN) and are connected with the central 
server in the Commissioner's office, of a wide area network (WAN) through 
Bharat Sanchar Nigam Limited (BSNL) _leased lines (64 Kbps). 

' The CGCOMT AX has 11 modules which are Dealer Information System 
(DIS), Returns Processing System (RPS), Tax Accounting System (TAS), 
Industrial Exemption System (IES), Professional Tax System · (PTS), Luxury 
Tax System (LTS), Arrears Recovery System (ARS) and Law and Judicial 
System (LJS) which captures original data, Personal Information System (PIS) 
which relates to administrative work of the department, Dealer Assessment 
System (DAS) and Management Information System (MIS) which generates 
various reports from the data available in other modules; 

13 
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The department is under the administrative control of the Finance Department 
The Commissioner of 1Commercial Tax (Commissioll1er) is the head of the 
department assisted by jfive Deputy Commissioners. There are three divisions 
and 19 circles in the State headed by Deputy Commissioner at the divisions 

I . 

and commerciaLtax of1;}cerii'at the circle level. The department operates five 
check posts. 

ltl~l'i!lilllili,llllli.111 
. . I . 

The audit was 'conducte~ to evaluate: 
I 

whether project ~as implemented in a planned manner; 

the main constnl,ints, if any, in implementing the project; 
I 

the extent of utiµsation of the features of the application software; 
I 

whether security and backup issues are adequately addressed; and 
I 

~ change managefµent is controlled and wen documented. 
I . 

. 1~111\!l~!lllil!!lllll/ 
The application softw~re developed and. implemented in the head office, 
divisions and circles was evaluated with reference to ·the Commercial Tax 
Department.· manual. : Planning of computerisation~ methodology of 

I . 

development of the application software~ ~data~ management and monitming 
was examined with · !reference to practices of information technology 
governance under Col}ti:'ol Objectives for related Information Technology 
(CoBIT) framework. · · 

I 

The audit of CGCOMTiAX was conducted in the Commissioner's office, three 
divisiOnal offices, 10 dircles and two check posts1

• The files refating to the 
' project were examined i and the data from various modules was retrieved and 

scrutinised using structured query languare (SQL). An exit conference was 
I . . . • 

held on. 27 November I 2008 with the Commissioner, Commercial Tax and 
other officials to diSClfSS the findings in the review. It was stated by the 

· department that the findings in the review would be utilised in switching over 
. . I 

fully to the computelised system. · 

·111;111.r:ra1l1111111111111~r11111111 
. I 

The main objectives bf the project are to improve the efficiency of the 
working system of th~· department and to discontinue the maintenance of 
registers. The perce~ved benefits Of the computerisation included 
.inter alia 

I 
1 Three divisions Bi~aspur, Durg and Raipur 

Ten circles: Ambik;apur circle, Bilaspur circle - I, Bilaspur circle - Il, Durg circle - I, 
Durg circle - II, Durg circle - ill, J agdalpur circle, Korba circle, Raipur circle - I and 
Raipur circle - II. i 
Bhagat Devri and <Chichola check posts. 

I 
I 
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to have a directory of registered dealers containing accurate dealer 
information; 

"' to enable the follow up of returns by generating list of defaulters alt1d 
issue of advance tax notice/show cause notice; 

111 to automate segregation of chaUans circle wise/dealer wise/act wise 
and ensure their veracity by reconciling with bank details; 

to be able to have faster and more accurate access to relevant dealer 
details required at the time of assessment; 

o · to monitor the progress of recovery and keeping track of the dues of 
the dealers; 

e to monitor· appeals· and court cases; and 

o to provide efficient and accurate computerised control for Luxury Tax 
Management and Professional Tax system. 

The department engaged CMC · in September 2003, who was doing this 
computerisation in undivided MP since March 2000. It appointed a Project . 
Manager and constituted a core team in October 2003 for facilitating and 
coordinating the computerisation as an interface with the CMC project team. 
The time schedule provided for delivery of source code and closure by May 
2005. The department could not produce any implementation plan or schedule 
for complete change-over from the manual to the computerised system. 

The feasibility study of the project and the user requirements were not 
available on record. The department stated that CMC was given the user 
requirements in undivided MP. However it was unable to produce a copy to 
audit. 

CMC demonstrated all the modules of CGCOMTAX in April 2004 and the 
department gave the acceptance for the software in June 2005. However, no 
related documents were produced to audit to verify the manner of testing, test 
results, consequent modifications, degree of user involvement and acceptance 
reports of various groups. n could not be ascertained whether the system 
designed by CMC met all the user requirements. It was evident that the 
documentation for vaiious stages of the application development and testing 
was missing and it was difficult to ascertain whether due procedures were 
followed. 

lllBl1!.11111111111111 
The department did not produce any documented implementation plan to 
audit. Some of the deficiencies in implementation are reflected in the 
following paragraphs. 
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I . . 

!l-.ll~llll1illillll~llllllfllll'.ll-lilllii.lll~lll,lllllllilit~,11'.l•l.lllll ... ·:1.1 
The department did not furnish any. documented plan to phase out the manual 
system and change-ov~r to the computerised system. It was observed that after 
giving acceptance certificate for the software in June 2005, the system is 

· running in parallel wi.th the manual system for almost three years (March 
2008). . i . .· 

· Therefore,. the objectives of discontinuance of manual registers and :improving 
·the efficiency of the ~orking system of the department were not achieved . 

. Some instances are giveri below showing important items of work that 
continue to be done m~ually and are not updated in the system. 

I -

11l1rt1111111111111J,11t11I111•1m111111111~1~11i'.;lli11111,11r1111t1111111!1,:11111.-.1t11111 

. il' 

The' data pertahung to registe~ed dealers is available in the Dealer 
Information System module (DIS). Scrutiny of the database and 

. manual records! showed that the total number of registered dealers in 
the system was less than the actual dealers as per the manual records in 
all three test checked divisions. It was observed that discrepancies had 
not been analysed to ascertain reasons. During the exit conference, it 
was intimated i that · discrepancies between manual records and the . I . . . 
system will be reconciled in the next three months: · 

I . 

During scrutin~ it was found that for new registration applications, the 
circle offices w~re generating Tax payer's Identification Number (TJ!N) 
from the DIS after entering niinimat.d~tails. The computer·~enerated 
TIN and other ~etails were thereafter entered in the registers and the 

I 

registration c~rtificates were issued· manually to the dealers. 
Subsequently d_etails were entered in DIS from the manual records. 
Similarly, the cancellation of registration certificates were also being 
done manually ~ut were not updated in the DIS module in many cases. 

DIS module pr~vides for accounting of the declaration fonns2 received 
from Commissfoner' s office. Scrutiny of the data in Raipur cirde - I, 
Durg circle - Ii & II, Ambikapur and Korba circles revealed that the 
number . of fotjns issued to dealers was more than the. numbers 
requisitioned. Itj was verified that these errors occurred due to· incorrect 
data entry in th~ module. The manual records were correct but the data 
had not been corrected as there was no reconciliation. 

Ambikapur, Durg circl~-I & II and Korba circles confirmed that this was due 
to erroneous data entry\ by the data entry operators (DEO). It was evident that 

· the circle officers had I not instituted a system to verify the data entered by 
DEOs from the manual records. Consequently, the envisaged functionality of 
accurate dealer infontlation · to be fulfilled by this module was not fully 
achieved~ ! ~ 

11111111111••rra11ra1111111111~mt1m1'~~,1~111.:'i11111111·1~·11-.1111.;11.1®1111·f1:.·;1~1 
il The monthly, quarterly, annual returns and revised returns of dealers 

are entered in the RPS module. The department had set a deadline for 
entering all returns for the year 2002-03 to 2004-05 in the RPS module 

I 
2 Forms used by deaiers to facilitate intra-state and inter-state movement of goods. 

• I 

I 
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by 31 March 2006. Due to shortage of staff, the department had 
outsourced the process of data eritry from August 2005 to September 
2007. However, the data entry of returns could not be completed 
despite engaging additional manpower and the module continues to 
have incomplete data. The RPS module has a provision for identifying 
dealers who have'not subinitted their periodical returns and generating 
advance tax notices (ATN). It was observed in test-checked circles that 
the ATNs were issued-following the prevailing manual procedure. The 
CTOs of Ambikapur and Jagdalpur circle stated in their reply that 
ATN is being issued to defaulter dealers manually as per the dealer 
collection register in.which the tax·amount of the existing dealers for 
the previous year is available. The reply indicated that in order to make 
the module fully functional, it was necessary to enter the tax paid in 
previous years which was not available as the data entry of returns of 
earlier years was incomplete. 

The gross turnover and the nettaxable turnover3 are entered in the RPS 
module. During the scrutiny of the RPS module, it was found that in 
1,723 out of 28,832 records in the RPS module, the taxable turnover 
exceeded the gross turnover, which was not possible. Ambikapur, Durg 
circle~II .and Jagdalpur circles in their reply stated that this occurred 
due to wrong entries in the system by the DEOs. · 

ei It was observed that due to the· backlog in data entry from manual 
records, data in the RPS module remained incomplete. Thus, the 
reports generated from RPS data through MIS reports like comparative 
revenue under VAT, CST, ET, PT and LT, month wise and Act wise 
revenue, statistics of returns process, monthly revenue review report 
would also be incomplete and could not be used for monitoring. 
Consequently, the envisaged functionality of follow up of returns by 
generating list of defaulters and issue of ATN/show cause notice to be 
fulfilled by this module was not fully achieved. 

o The RPS module provides for entry of details of chaUans which are 
attached with the return of a dealer as proof of payment of tax. The 
TAS module contains the provision of capturing the actual receipts of 
revenue-from the bank scrolls. The system provided for generating a 
mismatch report in. the MIS module which would assist in the 
reconciliation of challans data entered in the TAS and RPS modules. 
During scrutiny of records/data entry in Ambikapur and Raipur - Il 
circles, it was observed that data entry was being carried out in both 
the modules and there were several unreconciled discrepancies in the 
challan details from the two sources. The CTO, Ambikapur stated that 
the reconciliation was being done manually, It was evident that the 
corrections were hot being carried out on the system which therefore 
did not have updated and reconciled challan information. 

3 Gross turnover minus deductions. 
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.. ·. . I 

. ·l~IJl~llllillllllll.l~!llillllil.l;lllillllllll!rlJ·l::;,ll!~lll·~.ll;1i11;.;····· 
It was observed that in all the three divisions, the ARS, LTS, JES and LJS 
modules did not contaih any data and were not operational. Consequently, the 

·envisaged functionality of tracking and recovery of arrears, monitoring of 
appeals; court cases, rL T and PT to be ·fulfilled by these modules was not 

I 

achieved. · 

It was evident that the modules had incomplete information and the system 
··generated reports would therefore also be incomplete and could not be used 
for monitoring; Thus, I the envisaged objectives of improving the working 
system of the department and discontinuance of manual registers were not 

· achieved. The depait~ent immediately needs to formulate steps to se~ up 
target dates for fully 9perationalising all· modules to achieve the envisaged 
objectives. During the exit conference, ·the department intimated that 

I 

discrepancies would be reconciled aiid · connectivity ·problems would be 
· addressed. The probletns ·of implementation were attributed to shortage of 
technical staff and it ~as inforined that additional posts had been sanctioned 
and it was planned to ctJ.ange-over fully to the computerised system within one 
year. 

' ' i 

lt.llJ .. ~~tllllll'lllli·'.'1111111 
. I 

Logical access controls protect an IT system from unauthorised access and 
malicious codes such; as viruses and -worms. It was observed that the 
department did not h~ve a· docurhented_~pa~word policy and no .. :written 
instructions were issued regarding regular -change of passwords. ·Password 

I 

control procedures like: assigning alpha numeric passwords, minimum number 
. of characters for password, restriction on number of unsuccessful login 
attempts and forced periodic password changes were not incorporated ill the 
application .. There was no documented· approval of access profiles from the 
department authorising various levels of employees to access different 
modules and screens. There was also no evidence of review of system logs to 

I . 
detect attempts at unauthorised access or unexpected events. 

The purchase orders fdr the personal computers (PC) provided for anti-virus 
software but had not b~en installed in the test checked circles, Commissioner's 
and DC's office. '; 

I 
·In the absence of adequate logical access controls, the system was prone to 
risk of intrusion and 'data: corruption. These factors would become more 
critical once the depai1rnent shifts fully to the computerised system. It is 
recommended that the !department should define and approve access profiles, 

I 

strengthen password m~a:gement and load anti-virus software in all the PCs. 
It was intimated in tHe exit conference that anti-virus software would be . I 

installed and password policy implemented within three months.,_ 

lililltlllll.l'.11111&:illltili 
For the implementatio~ of the software, the depa1trnent procured 348 stand 
alone PCs, 12 HP ma,ke low end servers, one Sun Solaris server, CISCO 
networking items and Oracle RDBMS licenses. It was observed that payments 
had been made in contj:'avention of the terms of the supply order and withol).t 
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yerifying actual d~livery. Stock registers for the computer hardware were not 
available and the department had suspended the then storekeeper and instituted 
a departmental enquiry. 

After the expiry of the warranty for the hardware in April 2007, the 
department had not concluded any annual: maintenance contract (AMC). It was 
observed that many of the PCs were repaired locally. 

It was observed that the department had not ascertained the hardware actuaHy 
installed in various offices for the project even after detecting gross 
irregularities :i.n the procurement process. It is, therefore, recommended that it 
should obtain this information from all the offices where hardware was 
installed and also conclude AMC for the available hardware. During the exit 
conference, the department intimated that information had been collected on 
the hardware available in all subordinate offices and AMC would be 
concluded within three months. In view of the irregularities detected by the 
department in purchases, the information collected on hardware was to be 
fully verified against purchase orders and related documents . 

. 11411111111111111 
All the divisions and circles are connected to the central server located in the 
Commissioner's office, Raipur through WAN (provided by BSNL). In the test 
checked circles namely Ambikapur, Durg, Jagdalpur and Korba, the respective 
CTOs intimated that there was frequent loss of· connectivity with the central 
server. Jagdalpur circle was the worst affected where there was no 
connectivity from November 2007 to June 2008 forcing the staff to continue 
the work manually. In the absence of connectivity, the system could not be 
fully functional. It was intimated in the exit conference that the connectivity 
was being improved with the assistance of National Infonnatics Centre (NIC). 

111111!.lllllBJlllllll 
Daily physical!. and logical backup of data was being taken. While there was a 
procedure for weekly backup on DAT cartridges, there was no record of the 
instances when backup was actually taken and whether the backups were 
tested through actual restoring. The backup cartridges were stored in the saine 
building Le. Commissioner's office where the server is located. 

It is recommended that the backup procedures be reviewed considering storage 
of the first copy of the backup cartridges in strong room/steel cupboards and 
storage of second copy and original system software compact disks (CD) in 
another location. 

A system of regular testing of the restorability of the backup data and log of 
cartridge backups may also be maintained. During the exit conference, the 
department intimated that documented backup procedures induding- off-site 
storage of backups would be implemented within three months. 

11111111111111.llBlllllll 
The department did not keep any record of change requirements, authorised 
change requests and execution of changes. It was, therefore, not possible to 
ascertain what changes had taken place in CGCOMT AX. It was intimated in 
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I 

exit conference that in! view of audit recommendations, a procedure has been 
prescr.i.bed for authorisation and documentation of changes. 

i . . 
The CGCOMTAX did[not have any separate module designed. for check posts. 
However, PCs were prpvided for alJ the check posts in the initial supply order 
for 338 PCs. It was observed during test check that lBhagat Devri and Chichola 
check posts had three imd nine PCs respectively. They were using the dealers 
registration details bbtained on CDs at . regular intervalls from the 
Commissioner's officd. A link to the central server would enable the check I . 

posts to verify from the DIS module, the details of declaration forms pres·ented 
by vehicles crossing :the check posts. It is,. therefore, recommended that 
connectivity may be giren to the check posts and suitable module incorporated 
in the software for tµe use of check posts. It was intimated in the exit . 
conference. that est~blishment of integrated check posts was under 
consideration of the Government. 

. . I 

;-~;~ I 

Though the · departmeht implemented CGCOMTAX in the year 2005 and 
invested . substantial I resources on hardware, software and additional 
outsourced manpower~ the work continues to be done manually and the 
computerised system J:ias become an incomplete archive of information. The 
main constraints comprised . absence . of a time schedule for 
change-over, disruptio~s in connectivity and manpowerronstfai.IltiC The· main 
objectives of increasing efficiency through a computerised system and 
discontinuing the main~enance ofregisters have not yet been achieved. 

© 

i 

The department should prepare a time b.ou.nd implementation plan to 
shift completefy ·to computerised system with a target date for 
complete change:..over for each module; 

the implementation plan should provide for adequate manpower; 
i 

the connectivity to all circles and other offices, especially those in the 
·. remote areas, iiiay be reviewed to ensure uninterrupted access to the 

central server; ! . · . 

authorised chang'e requests and action taken may be documented; 

suitable modu16 may be incorporated for check posts; 
I . . . . . . 

backup procedures and access controls may be strengthened; and 
I . 

the department! s.hould obtain hardware installation information -.from 
all the offices and also conclude AMC for the available hardware. 

I 
! 

I 
1 · 

I 
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ltil·ii:ili!llllllllllllllllll 
According to Section 69 of the Chhattisgarh Commercial Tax (CGCT) Act4 

1994, if the Commissioner or the appellate or the revisionalauthority during 
any proceeding is satisfied that the dealer has concealed his turnover or the 
aggregate amount of purchase in respect of any goods or has furnished false 
particulars, the authority concerned may initiate proceedings for imposing 
penalty. Further, as per Section 69(3), if the total tax shown as payable 
according to the returns and paid by a dealer for any period is less than 80 per 
cent of the total tax assessed, such dealer shall be deemed to have concealed 
his turnover or aggregate of his purchase price and is liable to pay penalty upto 
five times but not less than three times of the tax evaded. In all such cases the 

·Assistant Commissioner, Commercial Tax (ACCT) has been delegated with 
... the power to levy penalty. 

Test check of the records of the ACCT, Raipur in February 2007 revealed that 
·while assessing a dealer engaged in sale of vegetable oil in February 2004 for 
the period April 2000 to March 2001, the assessing officer (AO) detected that 
the dealer had concealed purchase of tea froin Kmmoor valued at Rs. 1.25 
crore resulting in understatement of turnover. Although tax of Rs. 10.53 lakh 
was imposed on the sale value of the concealed turnover, ininimum penalty of 
Rs. 31.59 lakh leviable for concealment of turnover was not levied. This 
resulted in non-levy of penalty of Rs. 31.59 lakh. 

After the case was pointed out, the AO replied (Febmary 2007) that penalty 
'\ . 

order had been passed. A report on recovery has not been received (November · 
2008). . 

The matter was repmted to the Commissioner, Commercial Tax and the 
Government in May 2007; their reply has not been received (November 2008). 

llil~itlUlllllll:llJllll·.,lllilllB;11jlllllll·i11ill.~ 
Under Section 79(1)(i) of the CGCT Act, tax on the sale of goods shall not be 
imposed where such sale takes place outside the State of Chhattisgarh 
provided the sale is supported by form F issued by the dealer to whom goods 
are dispatched for sale: 

Further, as per Section 6-A(l) of Central Sales Tax (CST) Act, 1956, where 
any dealer claims that he is not liable to pay tax in respect of goods on the 
ground that the movement of such goods from one State to another was 
occasioned by reason of transfer of such goods by him to any other place of 
his business or to his agent or principal, as the case may be, and not by reason 
of sale, the burden of proving the movement of those goods shall be on that 
dealer and he may furnish to the assessing authority, a declaration, duly filled 
. and signed by his agent or principal, . as the ·case may be, along with the 
evidence of dispatch of such goods. 

Test check of the records of the ACCT, Raipur in November and December 
2006 revealed that two dealers engaged in sale of edible oil assessed between 

4 The Government of Chhattisgarh adopted the Madhya Pradesh (MP) Commercial 
Tax Act, 1994. 
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'! 

. I 
January and Novemb~r 2004 for the period April 2000 to March 2002, 
dispatched edible oil valued at Rs. 5.60 crore to the agents located outside 
Chhattisgarh for sale. No tax was levied on the sale as the department treated 
it as out of State sale qn the basis of form F issued by the agents. Scrutiny of 
the form F revealed I that freight for sending the goods from Raipur to 
Mizoram, Guwahati ai1.d Kolkata ranged from Rs. 4,000 to Rs. 9,300 for 600 
containers of edible oil i.e. nine metric tonne. These freight rates were 
abno1mally low as in· other cases, freight for shorter distance (Raipur to 
Kolkata) was in the r~nge of Rs.12,000 to Rs; 14,200:for the same quantity 
during the same period[ 

. . . I 
After the cases were pointed out, the AO replied (November and December 
2006) that deduction op sales out of State was allowed ori the basis 9f form F 
submitted by the dealer and action would be taken after verification of inter-

' State sale from the State concerned. However, for the case. pertaining to 
2001-02 of the first de~ler, the AO stated that a letter had been issued to Dy. 

· Commissioner, Inter-State VeriJication Wing, .West Bengal, Kolkata in March 
· 2005 for verification of facts and action would be taken after verification from 

' -

the State concerned. Tpe reply did not explain why the department accepted 
the form F which were prima fade of doubtful authenticity due to the 

. . I . 
abnormally low freight rates. Subsequently, audit carried out a verification of 

· three consignments s6nt by the first dealer using three tankers5 bearing 
registration numbers ~f Orissa State. These· had purportedly transported oil 

· worth Rs. 12.28 lakh from Raipur to Orissa and Guwahati during the period 
Ju~e to August 20?1.

1 
I.t Was ascertained from the~-.'I'.r-anspoi.·LDepartment,.c 

Onssa that the registration numbers were not of tankers but were of two 
wheelers. This confirmbd that fraudulent documents were used to evade tax in I. 

these consignments. Tl].erefore, all the other consignments purportedly sent by 
the two dealers with sifn.Har abnormal· low freight rates are also doubtful. The 
department may therefore investigate all the consignments and verify all the 
form F used by these I dealers to ascertain. the extent of false form F used 
resulting in tax evasionj which could extend upto Rs. 33.18 lakh. · 

The matter was report6d to the Commissioner and the· Government in April 
2007; their reply has not been received (November 2008). 

I 

111~-;01t1;111~111111t1l1111111im 
Under the Tax ExemJtion. Scheme of 1994 notified in October 1994, new 
industrial exempted units are eligible to purchase raw material from registered 
dealers of Chhattisgarh at concessional rates, subject to the condition that a 
declaration in form l\.16 as laid down in lO(b) of para 12 of the scheme is 
submitted by the dealer,s. The. concessional rate of purcha,se tax is two per cent 
on iron and steel and f~ur per cent on other goods. 

Test check of the recoids of the ACCT, Raipur in December 2006 revealed 
that a dealer engaged in the manufacture and sale of angle channels arid cold 

. I 

twisted (CTD) bars assessed in June 2003 for the period April 2000 to March 
,._ ·'1 . . • . 

6 

I 

' 

Consignments wer~ stated to be sent to Mis Bharat Store, Bolangir (Orissa) by tanker 
Nos. ORR-1365 ahd ORM-3517 on 28 August 2001 and 13 June 2001 and Mis 
Krishna Agencies (Guwahati) by tanker No. ORH-4732 on 31August2001. 
Statement of purch~ses, product, sales and consumption of goods. 

. I . 
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2001 was ailowed concessional rate of purchase tax on purchase of iron and 
steel worth Rs. 11.84 crore and furnace oil worth Rs. 12.59 lakh. However, the 
requisite declaration in form IV was not submitted and thus the dealer should 
have been taxed at full rate. This resulted in short levy of tax amounting to 
Rs. 24.191akh7

• , . . 

The matter was reported to the Commissioner and the. Government in April 
2007; their reply has not been received (November 2008). 

According to the notifications dated 16 June 1998 and 13 April 2000 issued by 
the Commercial Tax Department, iron and steel as specified in (ii) & (xvi) of 
clause (iv) under Section 14 of the CST Act is exempt from levy of entry tax 
provided the material purchased is for use as raw material in manufacturing 
and has been purchased . from a registered dealer. Otherwise, the dealer is 
liable to pay entry tax at one and half per cent on the value of material brought 
into one local area from other local area. 

Test check of the records of the ACCT, Raipur in December 2006 revealed 
that a dealer engaged in the manufacture ·and sale of rollable products, 
assessed in June 2003 for the period April 2000 to March 2001, purchased iron 
and steel amounting to Rs. 19.88 crore from Bhilai and brought them to 
Raipur. Out of the purchase of Rs. 19.88 crore, iron and steel worth Rs. 6.02 
crore was sold without using it in the process of manufacture. As the 
conditions of notifications were not fulfilled, the assessee was liable to pay 
entry tax at the rate of one and half per cent on iron and steel valued at 
Rs. 6.02 crore. This' resulted in non-levy of entry tax of Rs. 9.03 lakh. 

The matter was reported to the Commissioner and the Government in April 
2007; their reply has not been received (November 2008). 

il!~r;1t:llllllllllllllll1B!lllllll 
According to Section 13 (1) (a) of the CGCT Act, a manufacturer is eligible 
for set-off from the tax payable on sale of finished goods within the State upto 
the extent of the tax applicable on purchase of that particular goods. However, 
if finished products are transferred to any branch outside the State, then the 
dealer is not eligible for set-off even if the branch is.located outside the State 
and has sold such goods in the course of export. . · 

Test check of the records of the Commissioner, Commercial Tax (technical 
wing), Raipur in December 2006 revealed that for a dealer engaged in 
generation of electricity, manufacture and sale of iron and steel products and 
sale of coal assessed for .the period from April 2002 to . March 2003 in 
November 2005, total set-off of Rs. 10:29 lakh was allowed on sale of finished 
goods prepared from aluminium ingots purchased from Mis Bharat 
Alluminium Company ·Ltd. Further scrutiny of the records revealed that 
Rs. 21.59 crore (31.84 per cent) out of the total sales of Rs. 67.79 crore was 
transferred to different branches. The branch transfer outside the State did not 
fall under the category of sales but was not proportionately reduced by the 

Rs. 23.69 lakh on iron and steel and Rs. 50,000 on furnace oil. 
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AO. This resulted in i~egular grant of set-off of Rs. 3 .27 lakh (31.84 per cent 
of total set-off illowed~. 

After the case was pointed out, the department stated in December 2006 that 
. set ~off was limited to the tax rate applic_able on goods as per CGCT Act but 

was silent on the excess set-off allowed. . I . . . . 
· ·The matter was reported to -the Cominissioner and the Government in April 

- . . I - - -

-· ~ 2007; their reply has not been-received (November 2008). _ . -

I 

According to· Section. 9~ B ofthe CGCT Act, value added' tax (VAT) is leviable 
on tlie differential amohnt between the tax paid purchases and sa.lles thereof in 

. respect of resale of godds except declared goods and exempted goods. 
I -.· . -

·Test check of the records of ACCT, Raipur in December 2006 revealed that a 
· dealer engaged in purthase and sale .of cereals, de,.oiled cake, khalli8

, sugar 
etc. was assessed in n¢cember 2002 for the period from April 1999 to March 
2000. Out of the total s~le of Rs. 50.21 crore, the dealer had sold de-oiled cake 
valued at Rs. 29.08 crore. This included sale of de-oiled cake worth Rs. 8.25 
crore on which the AO did not levy VAT as the purchase was made from 
exempted units. How~ver, the VAT was leviable as Section 9-B did not 
provide for any relief ~or purchase from any exempted units. This resulted in 
non-levy_ of VAT of lR.s. 2.84 lakh calculated on Rs. 30.869 lakh i.e. the 
difference between the 'purchase and sale price. 

After the case was poirited out, the department stated in June 2007 that as per 
notification of June 1995, VAT is not leviable. This interpretation was not 
correct as the notific*tiort of 1995 related to exemption from Section 9 
whereas VAT was introduced subsequently through a new Section 9-B in May 
1997 which was not governed by the earlier notification. 

The matter was reported to the Commissioner and the Goveriunent in March 
2007; their reply had n?tbeen received (November 2008). . 

I 

14111!?1.llllllll11Jllllliill111illllillliml.11:1Jllllllt!B.I 
As per Section 9 of the CGCT Act i·ead with Schedule-TI, commercial tax 

. including surcharge on biscuits and "crocin (medicine) is leviable at 13.8 per 
cent and 9.2 per cent r¢spectively for the period 1 January 2000 to 31 March 

I . . 

2000. I 

· Test check of the records of the ACCT, Raipur in December 2006 revealed· 
that a deale~ engaged ip the purchase and sale of biscuits and medicines etc . 

. was assessed in JanuarY 2003 for the period from April 1999 to March 2000. 
However, commercial tax on sale of biscuits and crocin valued at Rs. 81.11 
lakh (sale made durink the period 1 January 2000 to 31 March 2000) was 
levied at the rate of 9.2 per cent and 6.9 per cent instead of 13.8 per cent and 

Residue left after ektraction of oil from oil seeds. · 
Total value additidn ·[Rs. 1.09 crore = sale value (Rs. 29:08 crore) - purchase value 

_(Rs. 27 .99 crore )] on sale of de-oiled cake purchased from exempted units on which 
VAT was not levied= 8.25 I 29.08 x 1.09 =Rs. 30.86 laKh. 

i 

I 
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9.2 per cent leviable with effect from 1 January 2000. This resulted in short 
levy of tax of Rs. 2.51 lakh. 

After the case was pointed oµt, in the case of sale of biscuits, the AO stated 
that action would be taken after verification of records while in the case of 
crocin, it was stated that in the assessment order there was no item on which 
tax was levied at 6.9 per cent. The reply is not correct as in the assessment 
order, the AO while calculating the total tax payable, has _levied taxes on 
biscuits and croc:i.n at 9.2 per cent and 6.9 per cent respectively. 

The matter was reported to the Coin.missioner and the Goverrunent in April 
2008; their reply has not been received (November 2008). 

25 



Test check of the recm;ds of State excise conducted during 2007-08 revealed 
non-assessment, underassessment, loss of revenue and non-levy of penalty 
amounting to Rs. 18.74;crore in 1,143 cases: 

" I - -

1. Levy and collection of excise revenue - 1 14.95 
(A review) 

2.43 2. Non/short levy of e:icise duty 
I 

644 
• • I 

3. Non~levy/recovery i of duty . on excess 
wastage I 

454 . 0.41 

4. Others· · 44 0.95 

TotJI 1,143 18.74 
. I 

During the year 200"7-08, 
Rs. 53.78 Iakh in 912 dses. 

. the department . accepted underassessment of 

: 

·. The results of a· revie{v of ''levy . and collection of excise reven:l!Ile'' with 
monetary implication pf Rs. 14.95 crore are mentioned -ill the·-~following 
·paragraphs. i . . -. I 
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0 Absence of norms for yield . of . alcohol from grain deprived the 
Government of revenue of Rs. t 17 .07 crore. 

(Paragraph. 3.2. 7) 

Deficiencies in fixation of revenue targets for groups of liquor shops. 

(Pa!l"agraph 3.2.8) 

o Revenue loss of Rs. 8.68 crore due to non-establishment of 
departmental laboratory in the State. 

(Paragraph 3.2.l!Jl) 

0 · Non-levy of penalty of Rs. 5.49 crore for failure to maintain minimum 
stock. 

(Paragraph 3.2.:ll.2) 

o Non-levy of duty of Rs. 78.33 lakh on excess wastage in transportation 
of bottled country spirit. · 

(Paragraph 3.2.13) 

111111;i1m11111mi1 
Excise revenue comprises receipts derived from any payment i.e. duty, fee or 
confiscation, imposed or ordered under the provisions of Chhattisgarh Excise 
Act, 1915 and mies and notifications issued thereunder. It also includes 
revenue from manufacture, possession and sale of liquor, bhang and poppy 
heads. The department maintains a set of liquor shops and gives annual 
licences to private contractors to sell country spirits, foreign liquor, bhang and 
poppy from these shops. Licences for manufacturn of liquor are granted and 
renewed every year by the Excise Commissioner on· payment of a prescribed 
fee subject to prior approval of the State Government. 

l~l~llt1:11111Bll4i1111111• 
The Principal Secretary cum Excise Commissioner (EC) is the administrative 
head of the department. He is responsible for formulation and implementation 
of the excise policy. Two Additional Excise Commissioners, one Deputy 
Commissioner (DC) and four Assistant Commissioners (AC) assist him at the 
headquarters. The department has three divisions each headed by a DC who 
supervises district offices, distilleries and bottling plants in the division. The 
Collector is the head of excise administration in all 16 district headquarters 
and is assisted by Excise Department Officers i.e. AC/District Excise Officer 
(DEO) at district headquarters/distilleries .. 

Chhattisgarh has three distilleries which have five bottling plants and another 
six bottling plants with franchise for foreign liquor. There are 27 warehouses 
in the State. The functioning of distilleries/bottling plants/warehouses is 
controlled and supervised by DEG/Assistant DEO/Excise Inspector etc. 
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i 
I $ 

The marketing of 1nhian made f~reign liquor (IMFL) and imported liq~~r is 
done by the Chhattisgarh State Beverages Corporation Limited. 

Audit conducted th~ test check of the records of Excise Commissioner, 
Chhattisgarh, four1 oht of the 16 district offices, all the three distilleries, five 
out of 11 bottling plants and 10 out of 27 warehouses. The units were selected 
by applying the method of simple random sampling without replacement. 
Records for the peribd from 2003-04 to 2007-08 were test checked between 
February2008 andM~y2008. 
r-----~ -

~.t.4· 

The review was conducted with a view to ascertain 
0 whether adequate norms exist to govern the production of alcohol from 

different raw materials and are being adhered to; 
I . 

.. adequacy of the revised process of allotment of wine shops introduced 
under the State Excise Policy, 2001; 

" whether wastages during manufacture, transit and storage of alcohol and 
liquor are monitpred in accordance with the rules; and · 

I 
" adequacy and effectiveness of internal control mechanism. 

~~2:;5 :' 
Indian Audit and Accounts Department acknowledges the co-operation of the 
State Excise Department in providing necessary information and records for 
audit. The audit methodology and scope of audit scrutiny was discussed with 
the Excise Commissioner, Chhattisgarh in an entry conference held in 
February 2008. The· review was forwarded to the State Government on 6 
October 2008 and discussed in the audit review committee meeting (exit 
conference) held on f.7 November 2008. The department gave their responses 
and assured to further examine the audit observations and recommendations. 
The replies of the department have been appropriately incorporated in the 
respective paragraphs. 

~£~.() l 

I 

The preparation of ~the annual budget estimate of excise revenue is the 
responsibility of each DEO/ AC. This estimation is based on the revenue 
expected to. be collected in a year in the shape of licence fee, duty, permit fee, 
bottling fee, application fee, labeling fee etc. Details of budget estimates and 

I 

actual revenue realised from 2003-04 to 2007-08, as reported :in the Finance 
Accounts are depicted, below: 

Bilaspur, Durg, Jagdalpur and Raipur. 
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Comparison between budget estimates and revenue realised 
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The Chhattisgarh Distillery Rules, 1995 prescribe controls and norms for 
production of alcohol from molasses such as permits for purchase of molasses, 
drawal of samples, analysis of samples to ascertain fermentable sugar, content of 
the wash of each set up, estimation of the production of alcohol from each 
set up etc. Rules provide for minimum yield of 91.8 proof litres (PL) of 
alcohol per quintal of fermentable sugar. The rules however do not prescribe 
any such norms or benchmarks for alcohol production from grain. 

Audit scrutiny revealed that in addition to using molasses, all the three test 
checked distilleries were also producing alcohol from grain i.e. rice. The 
alcohol obtained per quintal of grain (rice) ranged from 43.44 PL to 61 PL and 
in one set up for the month of June 2007 in Welcome Distillery, Bilaspur it 
was as high as 105 .36 PL. 

The Technical Excise Manual2 stipulates that 7.7 gallons of alcohol is to be 
obtained from 220 pounds (one quintal) of rice which converts to 61.2 PL per 
quintal of rice. This was neither followed by the department nor was any other 
norm inserted in the Chhattisgarh Distillery Rules after due analysis. Using it 

Paragraph 39 of the Technical Excise Manual edition of 1997. 
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as a benchmark, it would translate to short production of 243.90 lakh PL in the ' 
distilleries as mentioned in the table below: 

Name of the Vear Grain Actual Actual Yield Yield ~per Short 
disti11cry used Yield obtained per the bench productil)n 

(la kb obtained qulntal (in mark (In lakb {inlakh PL) 
quintals) (in lakh PL) (col. 4 + PL) (col 6 - 4) 

PL) 3) (col. 3 s 61.2) 

1 2 3 4 s 6 7 

Kedia Distillery 2003-04 0.01 0.61 61.00 0.6 1 0 .00 
(CG Distilleries) 

2004-05 5.52 239.81 43.44 337.82 98.01 Durg 

2005-06 4.94 222.32 45.00 302.33 80.01 

2006-07 4.49 222.43 49.54 274.79 52.36 

Welcome 2006-07 0.49 25.04 5 1.1 0 29.99 4.95 
Distillery, 

2007-08 0.49 26.09 53.24 29.99 3.90 Bilaspur 

Bhatia Distillery, 2007-08 0.93 52.25 56.18 56.92 4.67 
Bilaspur 

Total 16.87 788.55 1032.45 243.90 

Had the minimum recovery been fixed at 61.2 PL per quintal of grain in the e 
disti lleries, Govern ment could have earned additional revenue of Rs. 117.07 
crore (calculated at Rs. 48 per PL) as excise duty. 

This indicates that the Government may evolv.e~n~isions for recovery of 
alcohol from grain as in the case of mola es to avoid revenue leakage. In the 
exit conference, the Govern ment in timated that in view of the audit 
recommendation, it would start the process of framing provisions for 
production from grain, by collecting and examining the prevailing Rule in 
other States. 

3.2.8 Deficiencies in fixation of revenue targets for groups of liquor 
shops 

With effect from financial year 2002-2003, the Government of Chbattisgarh 
introduced a new system3 of annual allotment 'Of liquor shops by ~ottery. Every 
year, the Distri ct Collectors with the assistance of DEOs divide the shops into 
groups and propose the excise revenue target for each group of shops to the 
EC who approves the targets wi th modifications, if any. This approved target 
for the district is then apportioned among the groups of shops in the di trict. 
The Collector notifies these approved targets while calling for applications 
every year. 

Scrutiny of the records of DEOs in Bilaspur, Durg, Jagdalpur and Raipur 
revealed that the targets were proposed by increasing the target of the previous 
year by a certain percentage. The increases were not uniform in different 
districts. 

The excise revenue comprises two parts, i.e. licence fee and excise duty. The 
licence fee is 60 per cent of the target fixed which has to be compulsorily paid 
regardless of the actual sale of liquor and is, therefore, fixed. The second part 

In the old system, allotment was done on the basis of public auctions. 
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is the excise duty on actual sales subject to minimum of 40 per cent of the 
target fixed and is, therefore, the variable component of the excise revenue. It 
is observed from the tabulation of four districts (Appendix 1.1) that targets 
fixed were always less than the actual revenue realisation for year 2003-04 to 
2007-08. As the licence fee component is fixed, the variation between target 
and actual revenue realisation was only due to the variable excise duty 
component. Consequently, in the four districts test checked, the excise duty. 
co.mponent of the targets was substantially. lower than the actual excise duty 
realised in all five years. 

The process of fixing targets for a financial yea:r .takes place in the month of 
December preceding that financial year. Thus, when the department fixed the 
targets in December 2007 for the year 2008-09, the department had district 
wise time series data on actual excise duty realised during the years 2003-04 
to 2006-07. Line graphs were plotted by audit for each district (Appendix 1.2) 
using the available data in December 2007 i.e. the actual excise duty rea1ised 
from 2003-04 to 2006-07. The plotted line was extended to obtain the 
projected excise duty realisation for 2007-08 based on the trend of actual 
realisation from 2003-04 to 2006-07. The projected realisation from the line 
graph is very close to the actual excise duty realised in 2007-08 as tabulated 
below and therefore the line graphs are giving an accurate projection of the 
duty realisation. 

Year 2007-08 

Projected duty realisation from line 85.00 34.00 52.00 2.90 
graph 
. . . . 

Actual excise duty realised in 2007- 87.20 37.87 53.64 3.49 
08 

Therefore, the projected excise duty for 2008-09 was ascertained from the line 
graphs and the actual targets fixed for the year 2008-09 were found to be 
substantially lower as depicted in Appendix 1.3. 

While a lower target will not affect excise duty collection which is realised on 
actual sales, there will be a short realisation of licence fee as it is a fixed 
component of the target i,e. 60 percent. Consequently, the Government will 
have a short realisation on account of licence fee which could be in the range 
of Rs. 49;57 crore in the four test checked districts as detailed in Appendix. 
1.3. 

It is recommended that the Government should re-examine the methodology 
for fixing targets using prescribed pararrieters such as time selies data of actual 
revenue collection to do a trend analysis to fix targets for the districts. 

In the exit conference, the Government intimated that while fixing the targets 
for 2009-10, every effort would be made to do a trend analysis of the past 
targets and actual revenue realisation. It was also informed that there were 
wide variations between districts and a common critelia was not feasible. It 
was suggested by audit that a mathematical trend analysis could be used to 
start the process and all other factors could be applied thereafter to fix the final 
target. 
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i 

111~11111111~::11.:r111111111111:~11;11i11;:~1:11~11111m.1~11 
. I . 

The Chhattisgarh Disti~lery Rules· prescribe that the distillers are required to 
obtain a yield of 525 alcohol litres or 91.8 PL of alcohol per quintal of 
fermentable sugar present in molasses. A fine at the rate of Rs. 30 per PL is 
leviable on the distiller

1 
on· the volume of short production. For this purpose, 

the· officer-:fo:.charge pf distillery draws thtee samples at the time of 
preparation of wash frpm molasses t6 ascertain the amount of fermentable 
sugar in the sample. He_ retains one sample, sends the second sample to the 
Government laboratoryi an·d gives the third sample to the distiller for analysis 
in his own laboratory.! The department detennines the anticipated yield of 
alcohol based on the i report of the fermentable sugar content from the 
departmental laborator~. · · - · 

The State does not have any departmental/Government laboratory even after 
inore -than ·seven years i of the formation of the State. The samples drawn in 
distilleries are sent to! the · departmental ·laboratory of the Government of 
Madhya Pradesh, locat6d at Gwalior. During test check of the records of three 
distilleries, it was obsetved that there were delays ranging from seven days to 
five months between the date of drawal of sample and date of analysis in the 
department laboratory. 'nue to the delays, the amount of fennentable sugar in 
the sample was getting reduced by the natural process of fennentation. For 
example, in Chhattisgarh Distilleries (formerly known as Kedia Distillery), a 
sample was drawn on! 7 March 2007 and the analysis report in distiller's 

. laboratory showed the fermentable sugar content as 49.9 per cent whereas the 
·analysis conducted on S April 2007 by depart:rriental ·1aboratory showed it~s 
41.84 per cent. Therefore, after one month the sample showed much lower 
fermentable sugar as cdmpared to the initial sample. . ! ·. 

_ Based on the~ sample :analysis reports of two distillers4
, during the period 

2003-04 to 2007-08, against 2.11 lakh quintals of the molasses used, 187.85 
lakh PL of alcohol 

1
should have been produced, against which actual 

production was only 169.77 lakh PL. This resulted in shortfall of 18.08 lakh 
• I 

·PL of alcohol which tra'nslates to a loss ofrevenue of Rs. 8.68 crore. 
i 

During the exit conference it was intimated that a laboratory has- been 
sanctioned by Government and itwill be established expeditiously. 

I - . . 

_ . It is recommended that in the interim, the Government should calculate the 
anticipated yield from i the higher of the two reports," from the distiller and 
departmental laboratory. . 

1;1W.IU1t\i.ii~llllllill~l,!lllEIJillllilllJIRllllil1111~ 

I 

According to Rule 6(1)i of the ChhattisgarffDistillery Rules, an account will be 
taken of the stocks of 4istillery at such interval and in such manner as the EC 
may direct, and a statement in the prescribed form shall be submitted by the 
excise officer posted inithe distillery. 

4 

j 

i 

Cbhattisgarh Distil}eries, Durg and Welcome Distille1y, Bilaspur . 
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. . 

Scrutiny of records of the bottling units and distilleries selected for the review 
revealed that the officers-in-charge posted there were maintaining detailed 
records · of receipt . and consumption of empty bottles and corks/caps for 
country liquor as per provisions of Chhattisgarh Country Spirit Rules, 1995. 
These records were, however, not being maintained for IMFL as there were no 
such provisions in Chhattisgarh Foreign Liquor Rules, 1996 for bottling of 

.IMFL. 

The Government may therefore consider introducing similar provisions for 
IMFL. In the exit conference, it was intimated that the recommendation of 
audit would be examined. 

!l~l~llill111111i!!iBiiil!IB.1t\lllllllllRi\~ 
According td Rule 6(4) of Chhattisgarh Distillery Rules, an allowance shall be 
made for the actual loss in transit by leakage or evaporation · of spirit 
transported from distillery to distillery, distillery to warehouse and from one . 
warehouse to another warehouse when. transported in· drums/ tankers at the 
rates indicated below: 

][)istance Maximum rate of wastage allowance 

fudrums 

Upto 250 Kms 0.3 per cent 

Above 250 Kms but not exceeding 500 Kms 0.4 per cent 

Above 500 Kms 0.5 percent 

Im tankers 

Upto250 Krus 0.1 percent 

Above 250 Kms 0.2percent 

Scrutiny of the records maintained at distillenes and warehouses showed that 
the receiving warehouses in every case had recorded a wastage equal to the 
maximum permissible wastage allowance without measuring the actual loss. 

After this was pointed out, the officers-in-charge of the warehouses/distilleries 
concerned intimated that sometimes breakage etc. is very high so in order to 
adjust the loss, it is being recorded at maximum permissible limit. The reply is 
misleading as transportation in drums and tankers does not involve any 
breakage. The rule envisages measuring of vohime at the receiving end and 

· recording actual loss which is not being done. 

In the exit conference, the Govemmerit agreed to issue directions to distilleries 
and warehouses to measure and record actual loss. 

l.'lill!llB;lllll!,11111111'1111i1,lltll 
Internal audit wing is a vital component of the internal control mechanism 
which enables an organisation to assure itself that the prescribed systems are 
functioning reasonably well. · 

The internal audit wing of the Excise Departmentcomprises one Joint. Director 
(Finance) in the office of the Excise Commissioner, under whom only one 
Accounts Officer is posted. During scrutiny it was ascertained that no 
programme for internal audit was made.and only 15 general inspections had 
been conducted during the period of review. 
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C~pter -~late Excise 

Due to non-conducting of internal audit, the department is not in a po ition to 
ensure that the various activities were being carried out as per the provisions 
prescribed in the Act, rules and manuals and to plug leakages of revenue. 

In the exit conference, the Government intimated that action wouJd be taken to 
strengthen the internal audit wing. 

Compliance deficiencies 

3.2.12 Non-levy of penalty for failure to maintain minimum stock of spirit 
in warehouses 

According to RuJe 4(4) of Chhattisgarh Country Spirit Rules, a licensee shall 
maintai n at each storage warehouse, a minimum stock of bottled liquor 
equivalent to average issue of five days of the preceding month. In the event 
of fai lure to maintain the minimum stock of spirit in warehouse, the Collector 
may impose a penalty not exceeding Rs. 2 per litre on the licensee, for the 
quanti ty found short of the prescribed minimum stock. This penalcy shall be 
payable by the licensee irrespective of whether any loss has actually been 
caused to the Government or not. 

Scrutiny of the records of 12 DEOs revealed that there were l , 113 occasions 
when the licensees did not maintai n the minimum stock. However, onJy in a 
few cases in Jagdalpur district, action was initiated to levy penalty. In the 
remaining cases, no action was taken by the DEOs to levy penalty after 
scrutinising the returns of the licensees. Consequent!y. penalty upto Rs. 5.49 
crore was not lev ied on 274.65 lakh PL of spirit found short. Since, minimum 
stock was not maintained in the warehouses, the cases should have been 
scrutini sed and depending on the merits in each instance the penalcy should 
have been imposed, as was done in Jagdalpur. 

In the exit conference, the Government agreed that the cases must be 
scrutinised and decided on merit and informed that instructions would be 
issued to al I districts. 

3.2.13 Non-levy of duty on excess wastage in transportation of bottled 
country liquor 

Rule l O(A) (1) of Chhattisgarh Country Spirit Rules, lays down the maximum 
permissible limits of wastage for transport of bottled country liquor. It is 0. 1 
per cent of the transported quanticy if the manufacturing warehouse and the 
storage warehouse arc located in the same district and 0.25 per cent if they are 
located in different districts. Further as per Rule 10(A)(3), if wastage is more 
than the permissible limit, the prescribed duty on that excess wastage shall be 
recovered from the licensee. 

During test check of the records of 10 warehouses5 and two distilleries6 it was 
ob erved that the warehouse officers accounted for los es by preparing a 
'panchnama1

' and forwarded to DEO/AC Excise of the disaict concerned. 
From these 'panchnamas,' it was found that during the period 2003-04 to 

6 

7 

Baloda Bazaar, Balod, Bemetara, Bhilai , Durg. Gatauri , Gariyaband. Jagdalpur, 
Mungeli and Raipur. 
Chhartisgarh Disti lleries, Durg and Welcome Distilleries, BiJaspur. 
Declaration prepared by warehouse officer and verified by the witnesses. 
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17-08, though transit, wastage of bottled country liquor in excess of 
minimum permissible Hniit amounted to 1.63 lakh PL involving duty of 
Rs. 78.33 lakh, no action was taken at any level to levy and realise the duty. 
This resulted in non-levy of duty of Rs. 78.33 lakh. 

l~l~®l,ii1,:l3.lll!l!lil 
Excise revenue is an important source of revenue. of the State Government 
The Government has not yet specified norms for the production of alcohol 
from grain due to which there is chance of potential revenue loss. There were 
deficiencies in fixations of annual excise revenue targets for group of shops. 
The State has not set up a sample testing laboratory even after seven years of 
State formation resulting in revenue loss. The department is not exercising 
control as envisaged in niles over the working of distillery/warehouses with 
respect to non-maintenance of minimum stock, wastage in transit and bottling 

· ofIMFL. . 

lliil;?it1111111lll111~1Dll~lll8 
The Government may consider taking the following action for rectifying the 
system deficiencies: 

0 introduce reqlllisite provisions for production of alcohol from grains; 

@ re-examine the methodology for fixing targets using available trend of 
revenue realisation; 

start the departmental laboratory in State for testing of molasses 
samples and in the meantime, the department should calculate the 
anticipated yield from the higher of the two reports, from the distillery 
and the departmental laboratory; · 

examine Rule 4(4) of Chhattisgarh Country Spilit Rules, 1995 and 
clarify how it is to be applied in cases of non-maintenance of minimum 
stock; 

issue instructions to record actual loss in transit by leakage or 
evaporation of transported spirit; and 

strengthen the internal audit wing ·and its functioning to ensure 
adherence to the provisions of the Acts/rules by departmental officers· 
and to plug leakage of revenue. 
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. . . I ... ·• . . . . 
Test check of the lecords of the Tran_spo_rt Department conducted during 
the year . 2007-08 1 revealed non-reahsat10n of tax and loss of revenue 

·amounting to Rs. 14~18 crore in. l,686 cases, which fall under the 
following categori~s: 

I (Rupees illll ciroire) 

1. Short realisation of trade tax . 698 8.62 

2. Non-reali~ation of tax and penalty 876 3.87 

3. Other irrdgularities 112 1.69 

Total 1,686 141.18 

During the year 2007-08, the department accepted loss of revenue and 
I 

other deficiencies ,in l,051 cases amounting to Rs. 7.61 crore. 

A few:illustrative)cases involving Rs. 6.69 crore highlighting important 
audit findings are mentioned in the following paragraphs. 
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lliilill'.i~lll!11,llilllll~.lllllll~IR.jlll1\lllllll 
According to Section 4 of the Cbattisgarb Motoryan Karadhan 
Adhiniyam (CGMV Act), 1991, read with Section 33 ofCentral Motor 
Vehicle (CMV) Rules, 1989, a dealer to whom a trade certificate bas 
been issued under the Motor Vehides Act, 1988, will pay trade tax in 
respect of vehicles in his possession during the course of business. 
Schedule III of the CGMV Act, specifies the rate of trade tax for first 
seven vehicles and for every lot of additional seven vehicles in 
possession of the dealer during the course of his business. 

Test check of the records of two1 regional transport officers (RTO) in 
June 2007 revealed that 202 automobile dealers had obtained trade 
~ertificates from the respective transport officers. It was observed that 
1,68,240 vehicles were registered during 2005-06 and 2006-07. 
However, dealers paid trade tax of Rs. 4.93 lakh only as against 
Rs. 3.16 crore payable during the period at the rate prescribed in 
Schedule-Ill of the CGMV Act which resulted in short realisation of 
trade tax of Rs. 3.11 crore. 

After the cases were pointed out, the RTO, Raipur stated (June 2007) 
that according to the CGMV Act, tax is to be collected on the basis of 
trade certificate granted to the dealer and the same has been collected. 
The reply does not explain the huge gap between the trade tax actually 
collected and the number of vehicles registered. There was no record on 
the basis of which they were assigning the trade numbers indicated on 
the· trade certificates. There was ·no . evidence that the Transport . 
Department was comparing the sale made by the dealer with their trade 
certificates. The sales figure of four dealers in Raipur was compared 
with the trade certificates issued by the RTO, Raipur. The three dealers 
sold 4,044, 7 ,80 l and 2, 152 vehicles as against the trade number of 
seven and one dealer had sold 8,063 vehicles as against trade number 21 
as indicated in their trade certificates. It confirms that· the trade number 
assigned to the dealers in trade certificate were not commensurate with 
the size of the business of the dealers. 

The matter was brought to the notice of the department and the 
Government in June 2008; their reply has not been received 
(November 2008). 

According to Section 3 and 5 of the CGMV Act, tax shall be levied on 
the owner of every goods and passenger vehicle used or kept for use in 
the State at the rate prescribed in the first Schedule of the Act. In case of 
non-payment of the tax due, the owner shall, in addition to the payment 
of tax due, be liable to pay penalty at the rate of one twelfth of the 
unpaid amount of tax for the default of each month or part thereof but 
not exceeding the unpaid amount of tax as laid down under section 13(1) 
of the Act. Where any owner fails to pay tax, penalty, or both, the 

RTO, Durg and RTO, Raipur. 
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I . . . 
taxation authorityis required to issue a demand notice and take action to 
recover the amouht as arrears of land revenue. 

i 

Test check of th~ records of nine transport offices2 between April 2006 .. 
and February 2008 revealed that though the owners of 150 passenger 

. vehicles and 528/ goods vehieles failed to pay the road tax of Rs. 1.83 · 
· crore for the penod falling between April 2002 and March 2007, no 
action was initiated.by the RTOs/additional RTOs to raise the demand 
and recover the t~x from the defaulting vehicle owners. This resulted in 
non-realisation of tax of Rs. 1.83 crore. Besides,. penalty of Rs. 1.75 
crore was also leiiable for delay in payment of tax. 

After the cases were pointed out, all the transport officers, except of 
Durg, stated (June 2007) that demand notices against the defaulting 
vehicle owners iwould be issu.ed after verification of cases. The 
additional RTO, Durg intimated (June 2007) that flying squad has been 
informed to teal~se taxes. A report of recovery has not been received 
(November 2008). 

. i .. 
The matter was r~ported to the department and the Government between 
April and June f008; their. reply has not been received (November 
2008). . 

.2 ARTO, Ambikapur; RTO, Bilaspur; District transport office (DTO), Dantewada; 
ARTO, Durg;iRTO, Jagdalpur; DTO, Korba; DTO; Raigarh; RTO, Raipur and. 
ARTO, Rajna~dgaon. 

I 
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Test c~eck of ~he records of Electricity and Safety Department 
conducted during; the year 2007-08 ·revealed non/short realisation of 
electricity duty and interest amounting to Rs. 61.39 crore in 23 cases 
which fall under the following categories: 

• i 

I 

1. ' Non-real~sation of interest 02 25.78 
' 

2. Non-real~sation of electricity fee 10 22.93 
I 

1.16 3. Non-realisation of development cess 02 
from producers of electrical energy 

' . 
-

4. Loss of revenue due· to non-inspection 01 . 0.29 
of installations 

I 

' 
5. Other irregularities 08 11.23 

I 
I 
I Total 23 61.39 I 

.I 

During.the year 2007-08, the department accepted deficiencies involving 
Rs. 29.07 crore in: six cases. 

I , 

After issue of the \draft paragraphs, the department recovered an amount 
of Rs. 7.42 lakh i~. full against one paragraph. 

A few illustrative cases involving revenue of Rs. 57.76 crore 
highlighting imp<;>rtant audit findings are mentioned in the following 
paragraphs. ' 

I. 
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As per Section 3 of Madhya Pradesh Electricity Duey (MPED) Act, 1949 
(as adopted by Chhattisgarh), every distributor and producer of electrical 
energy shall pay duty at the prescribed rate. ·ill case of failure to pay. the 
duty within the prescribed date, the producers of electricity are reqlllired 
to pay interest under Section 5 of the Act .at the rate prescribed vide 
notification dated 22 July 1975. .. 

Test check of the records of the Chief Electrical Inspector (CBI), Raipur 
in Auglllst 2007 revealed that the Chhattisgarh State Electricity Board 
(CSEB) had not paid electricity duty amoim:ting to Rs. 188.06 crore and 

. cess . amounting to Rs. 34.23 crore during the period from September 
2005 to July 2006. Due to nori-p'ayment of Government dues by the 
CSEB, the Government adjusted th,e outstanding electricity duty against 
the subsidy paid during the peri0d March· 2006 to March 2007 but 
interest1 amounting to Rs. 25.68 crore on the above duty was not levied. 
Further, dues ·of Rs. n4.7l cror~ pertaining to the period between 
October 2006 and February 2008 remained unpaid upto April 2008 for 
which interest of Rs. 2.35 crore though le viable was not levied. This · · 
resulted in non-realisation of revenue of Rs. 28.03 crore. 

After the case was pointed out, the department replied (January 2008) 
that action to recover the interest has been taken up and the position will 
be intimated after recovery. A report on recovery has not been received 
(November 2008). 

. . . 

The matter was reported to the Government in March· 2008; their reply 
has not been received (November 2008). . · 

·1,111.11~1;,lillltllli~llll:llllllllilllill~I . 
Under the provision: of Section 3 of the MPED Act (as adopted in 
Chhattisgarh), every distributor and every producer of electrical energy · 

· shall pay electricity duty every month calcuh1ted at the rates prescribed 
within the prescribed date. 

Test check of the records of the CEI, Electricity and Safety, Raipur in 
August 2007 revealed that though in case of 10 captive power producers, 
electricity duty amounting to Rs. 18.62 crore for the period betWeeri 
September 2002 and March 2007 was not paid, no action was taken by . 
the department to recover the dues. This refolted in non-realisation of . 
revenue of Rs. 18.62 crore. 

After the case was pointed out, the department replied {June 2008) that 
all the producers are exempted from payment of duty as per notification 
dated 6 November 1992 for a period of· five years from the date of 
starting generation. Further, the department also stated that keeping ih 
view the Rule 3(1)(a)(ii) of the Electricity Rules 2005, no exemption 
certificates were issued. Tue reply is not consonant with the provisions 
as Rule 3(1)(a)(ii) of the Electricity Rules orily defines a. captive power 
plant and does not state that they do not require exemption certificate as 

Interest calculated upto May 2008. 
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Chapter-V: Electricity and Safety 

I 
represented by t:J;ie department. The notification of Nove,mber 1992 
referred to by the department clearly states that the certificate. of 
eligibility for exemption froui payment of electridty duty has to be 
obtained from th~ Electrical Inspector concerned and the producer shall 
be regarded as eligible for exemption only on the basis of such 
certificate. · Sine~ the department had not issued any exemption 
certificate, it was

1 

not .clear ·how it had ascertained ·that the producers 
were exempt sine~ the eligibiiity for exemption or otherwise would have 
been examined while considering issue of exemption certificate and 
would be follow9d·by ·grant of exemption or refusal. Further reply has 
not been received:(November 2008). 

The matter was reported to the Government in June 2008; their reply has 
not been receivedi(November 2008). 

I 

~ccording to Seciion 3 of the MPED ~ct (as a~~pted by Chhatt~sgarh), 
every distributor of electrical energy and every producer shall pay each. 
month to the State Government within the prescribed date and in the 
prescribed manher, a duty calculated on electrical energy 
solcl/supplied/consumed at the specified rate. 

Test check of th~ records of the CEI, Raipur in August 2007 revealed 
that the Bhilai ;steel Plant (BSP), Bharat Aluminum Corporntion 
(BALCO) and Bhilai Electric SuppJy ..:..Co.-::.:Rv-t. Ltd.· (BES) .claimed 
exemption from payment of duty on 9,71,35,166 units, 30,25~90,070 
units and 4,01,68,;380 units respectively for the period from March 2002 
to February 2007j on account of loss in transit calculated at three per 
cent. The departmental authorities allowed the exemption although the 
Act does not have any provision to allow such losses. This :resulted in 
non-realisation of1revenue of Rs. 1 Ll l crore. · 

I . . 

After the cases w¢re pointed out, the CEI replied (August 2007) that in 
· the case of BSP,\ exemption at three per cent was allowed as loss in 

transit as per the orders of Electrical Advisor and CEI, Madhya Pradesh 
letter dated 24 November 1984 while in the case of BALCO it was 
stated that inforffiation would. be intimated later. In case of BES, no 
reply was given.! The reply is not consonant with the in.st:ruction of 
November 1984 rbferred in case cif BSP as it was in the form of a letter 
issued by the CE~, Madhya Pradesh to the Managing Director, BSP and_ 

· not an order of the Government. There was no such provision in theAct 
I 

to allow exemption for transit losses. 
. I 

The matter was :reported to the department and the Government in · 
June 2008; their r6ply has not been received (November'2-008). ·. 

41 



--·-· 



I 

Test check Of th~ records of Land Revenue Department conducted 
during the year Q.007-08 revealed non-recovery of processing fees/ 
premium/penalty etc. amounting to Rs. 25.70 crore in 2,721 cases which 
fall under the folldwing categories: . 

I . . 

1. Delay in c~llection ofrevenue recovery 170 4.70 
. certificate I 

I 

I 

.2. Non/short ~evy of process fee 71 2.63 

3 Non-realis~tion of cess/non~r~covery of 2,211 1.88 
penalty I 

4. Other irreg~l~ties 269 16.49 
I . 

I Total 2,721 25.70 
I 

An · illustrative d1se involving · Rs. 6;35 lakh is mentioned in the 
following paragraph. 
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lilfJ,;1~111.1111111111111111111.111 
Rule 4 of the Ma<lhya Pradesh Lok Dhan (Shodhya Rashiyon Ki Vasuli) 
Niyam 1988 (as adopted by Chhattisgarh) provides for levy of cost of 
proceedings at the rate of three per cent of the principal amount of 
revenue due from defaulters as indicated in the revenue recovery 
, certificates. 

Test check of the records of the Collector (Sadar Wasil Vaki Nabis 
Branch), Jashpur in September 2004 revealed that the cost of 
proceedings of Rs. 6.35 lakh was not included in 5,779 cases while 
raising the demand of principal amount of Rs. 2.12 crore-for the period 
from 2000-01 to 2003-04. This resulted in non-levy of proceeding fees.·. 
of Rs. 6.35 lakh. 

After the case was pointed out, ilie department replied (May 2007) that 
two and half per cent commission on recovery of Lokdhan has been 
credited into Government account by the bank. The reply was not based 
on facts as the two and half per cent commission is the amount 
recoverable underBankRecovery In:centive Special Cell (BRISC) and :i.s 
different from the cost of proceedings as clearly indicated in the circular 
dated 6 March 1996 issued by the Commissioner, Institutional Finance, 

The matter was reported to the Govetnment in April 2007; their reply 
has not been received (November 2008). 
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Test check of the !records of the Water :Resources, Geology and Mining 
and Co-operativd departments conducted during the year 2007-08 
revealed non:-realisation of w~ter charges, non/sh01t levy and assessment 
of royalty, dead rent and cess etc~ amounting to Rs. 68.36 crore in 642 
cases which faUuhder the following categories: . . I . .. . 

Geology and Mi~ng Department . 

L Non/short levy of dead rent.and 358 53.65 
interest 

2. Underassess111ent of royalty and 282 14.45 
. other irregularities · .· 

Total 640 6s.:rn 

Water Resourc~ Department 

1. Non-recovery of water charg9s. 1 0.11 
. I • 

2. Other irregularities 1 0.15 

'lrotai 2 0.26 

Gdmltotal 642 68.36 
I 

I 

During the year 2p07-08, the departments.concerned accepted non/short 
.levy of dead rent and interest, under assessment of royalty, non-recovery 
of water charges ,µia other deficiencies amounting to Rs. 56.88 crore in 
472 cases. , 

After issue of dr~ft paragraphs~ the"·Geology and Mining Department 
recovered an amount 9fRs. 23.24 lakh in one case. . 

A few illustrati~e cases involving revenue of Rs. 12.36 crore 
highlighting impdrtant · audit findings . are mentioned in the following 
paragraphs. 
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As per Rule 29 of Chhattisgarh Financial Code, any revenue collected · 
on behalf of the Government should be remitted promptly into the 
Government accourit. 

Test check of the records of the District Mining Officer (DMO), Raipur · 
in June 2007 revealed that the Municipal· Corporation, Raipur had · 
deducted royalty amounting to Rs. 4.13 crore from the contractors who 
executed works under their control for the period 1998-99 to 2005-06. 
The corporation did not remit the amount to the Government account 
which resulted in non-remittance of royalty of Rs. 4.13 crore and 

· unauthorised retention of Government money. 

After the case was pointed out, the Collector intimated (May i008) that 
out of Rs. 4.13 crore, an amount of Rs. 8 lakh has been deposited to the 
Government account in )\1arch and April 2008 and the corporation has 
been asked to remit the balance Rs. 4.05 crore. The reply did not 
indicate the reasons. for.failure to enforce the provisions for immediate 
remittance of royalty till it was pointed out in audit. Moreover, despite 
accepting unauthorised retention of Government money for such a 
considerable period of time, the department failed to ensure remittance 
of the entire amount into the Government coffers. Further development 
has not been received (November 2008). 

The matter was reported to the Government (Jline 2008); their reply has 
not been received (November 2008). 

111::11.11111111.·1111·1111111111 
According to Rule 53(5) of the Chhattisgarh Minor Mineral (CGMM) 
Rules, 1996, the Collector/Additional Collector/Joint .Qirector/Dy. "­
Director/Mining Officer or officer authorised by Zila/Janpad may, either 
before or after the institution of the prosecution in unauthorised 
extraction cases, compound the offence on payment of such fine which · 
may extend to double of the market value of mineral so extracted but in 
no case may be less than Rs. 1,000 or 10 times of the royalty of mineral · 
so extracted, whichever is higher. 

Test check of the .records of the. DMO, Rajnandgaon in August 2006 
revealed that the DMO detected 11 cases of unauthorised extraction 
during the period between July 2005 and June 2006. These cases were 
sent to the Additional Collector's court under the provisions of the 
Chhattisgarh Land Revenue Code, 1959 ·for compounding; after 
proposing a total penalty of Rs. 3.50 lakh. As per the above stated rule, 
the total penalty should not have been less than 10 times of the royalty 
which is Rs. 23.10 lakh. This has resulted in short levy of penalty of 
Rs. 19.60 lakh. 
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After the case was pointed out, the department replied in June 2007 that 
all the cases of unauthorised extraction have been referred to Additional 

I 

Collector's Comti under Chhattisgarh Land Revenue Code and is still 
pending for decision but the reply did not explain the reason for 
proposing lower Pfnalty. · 

The matter was: reported to the Director, Geology and Mining, 
Chhattisgarh and the Government in June 2008; their reply has not been 

• I 
received (November 2008). 

. . • I 

I 

According to the Madhya Pradesh Public Works Department (MPPWD) 
manual (as adopt~d by Chhattisgarh), levy of royalty on construction 
material is governed by the MP Minor Mineral Rules, 1961, as amended 

. I 

, from time to time '
1

and adopted in Chhattisgarh. Further, as per clause 36 
of the ·agreement 1on Form 'A' as prescribed in MPPWD manual, the 
executive engineei- (EE) of the division concerned is responsible for 

I 

making d~ductionj of amount of royalty' from the contractor's running 
bill at the prevailing rates at that time and.remit itinto the Government 
account immediately, if clearance certificate from the Collector .jg not 
submitted. I · • · · 

Test check of the !records of four! public works divisions revealed that 
though the contradtors failed to submit the royalty clearance certific~te, 
the EEs of the divisions concerned did not deduct royalty of Rs. 1.59. 
crore at. the prevaµing rate from the running bills of the contractors in 
nine cases while in one case royalty of Rs. 62.85 lakh was deducted 
instead of Rs .. 1.37 crore. This resulted in non/short realisation of 
. I . . ~ 

revenue Of Rs. 2.33 crore. 
i 

After the.cases w~re pointed out, the EE, Water Management-I, Raipur, 
replied (November 2006) that the reason for short deduction of royalty 
was that the dedud.tion of royalty has been made at the rate prevailing at 
the time .of agreerrtent. Remaining EEs replied that the contractors have 
been asked· .to ptoduce royalty. clearance certificates. However, the 
replies were not 

1

in consonance with the provisions that either the 
contractor . uses r6yalty paid matetial and submits royalty clearance 

I . 

certificate or the ~Es deduct royalty at the rate prevailing at the time of 
consumption. • 

. ·. I, ., . . • 

The matter was brought to the notice ·of the department and the 
Government in June 2008;their reply has not been received (November 
2008). I · 

·I 
! 

PWD(B/R), ~antewada; Project Implementation Unit, Pradhan Mantri Gram 
Sadak Yojana, Dantewada; Water Management Division, Division-I, Raipur; 
Mahanadi Reservoir Project Disnet, Tilda. 
. I . . 
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7 .5 Retention of revenu~Jn deJ>.9si!J!ccount 
As per Rule 2(d) of Chhattisgarh Treasury Code, all revenues of the 
Government should be remitted into the Consolidated Fund of the State. 

Test check of the records of the EE, Bridge division, PWD, Ambikapur; 
EE, National Highway (NH), Divi ion-II, PWD, Raipur; EEs, Buildjng 
and Roads (BR) Divisions, Rajnandgaon and Bijapur between October 
2006 and January 2007 revealed that royalty of Rs. 1.01 crore was 
recovered from the contractors runnj ng account bills and kept in deposit 
accounts instead of remitting into the Consol idated Fund of the State 
under the concerned revenue head. This resulted in irregular retention in 
deposit bead and understatement of revenue receipts by Rs. 1.0 l crore. 

After the cases were pointed out, the EE, NH division-II, PWD, Raipur 
and EE, BR divisjon, PWD, Rajnandgaon stated (October 2006 and 
December 2006) that royalty was kept in deposit account in anticipation 
of submission of royalty clearance certificate by the contractors 
concerned. The reply is not consonant with the provisions which provide 
that all revenues arc to be remitted to the Consolidated Fund. The EE, 
BR division, West Bastar, PWD, Bijapur (December 2006) and EE, 
Bridge division, PWD, Arnbikapur stated (January 2007) that royalty 
wou ld be credited to revenue head and intimated to audit. The position 
of actual credit to revenue heads has not been intimated (November 
2008). 

The matter was reported to the department and the Government in 
June 2008; their replies have not been received (November 2008). 

WATER RESOURCES DEPARTMENT 

7 .6 Non-recovery of' water charges 

As per the provisions of MPPWD Manual (as adopted by Chbattisgarh), 
water charges should be recovered from beneficiary farmers and 
deposited in the Government account. 

Test check of the records of the EE, Water Resources, Kharang division, 
Bilaspur in November 2006 revealed that an amount of Rs. 5.27 crore 
for the period April 1996 to October 2006 was pending for recovery. Of 
this, the department was able to recover an amount of Rs. 7 .82 lakh only 
till the end of October 2006 resulting in non-recovery of the balance of 
Rs. 5.20 crore. 

After the case was pointed out, the Government endorsed (November 
2007) the reply of the EE stating that in the absence of any irrigation 
agreements between farmers and the EE and sale of agricultural land for 
developing colonies, it is very difficult to enforce the recovery. It was 
also stated that farmers were reluctant to pay the water charges because 
Government frequently announced concessions and waiver of 
outstanding dues. Subsequently, the Government in September 2008 
intimated a further recovery of Rs. 17.38 lakh. A report on recovery of 
balance amount bas not been received (November 2008). It is 
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recoIDll1ended thdt the Governnient should frame suitable strategy for 
recovery of water ]charges. 

i 
. I • 

l~ii~,ill'ililll!llllllllill~ltli~J'li\1 
According to Sechon 58(1) of the Chhattisgarh Co-operative Societies 
Act, 1960 read iwith Rule 50-A of the Chhattisgarh Co-operative 
Societies Rules, Ji962, every society, the accounts of which are audited 
by th.e Registrar\ of Co-operative Societies, shall pay to the State· 
Government a charge for the audit of its accounts for each year in 
accordance with the scale laid down in the schedule in respect of the 
class of society to:which it belongs. The Registrar shall communicate the 
charges payable by the society. Audit fees,of primary consumer societies 

.. ~liated to cen~1~al co-operative bank shall be deposit~d by the bank 
itself. • . · 

! . . . . 
7.7.1 Test chec.14 of the records of the Assistant Registrar (AR), 
Co-operative Soqieties (Audit), Janjgir-Champa in December 2005 
rev~ed that audit fees of Rs. 31 lakh though recoverable from 121 
co-operative soci~ties during the period 1998-99 to 2004-05 was not 
realised till the date of audit. 

Aftei· the case wds pointed out, the AR stated i~ September 2006 that 
audit fees of Rs.118.58 lakh has been recovered through challans and 
Rs. 12.42 lakh wa~ pending for recovery. The details of recovery such as 
challan nilnibers apd dates has not been intimated (November 2008) . 

. 7.7.2 Test check of the records of the Sub-Registrar (SR), Co-operative 
Societies (Audit), !Raigarh in December 2005 revealed that audit fees of 
Rs. 19.85 lakh v.;as recoverable during .1993-94 to 2003-04. Of this, 
audit fee of Rs .. ~8.36 lakh pertained to audit of district co-operative, 
Central Bank, R$.igarh, which had been closed with effect from 7 
November 2003 a11d is under the process of liquidation. Timely action to 
recover the audit fee. was not tciken. by tlie department which resulted in 
non-realisation of ''revenue of Rs. 19. 85 lakh. 

I 

After the case w:;is pointed out, the SR stated (December 2005) that 
action would be t~en for recovery. Further development has not been 
intimated (Novem~er 2008). . . 

I 

' 
i 
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The matter was reported to the department and the Government in May 
2007. Reply has not been received (November 2008). 

Raipur 
The 

New Delhi 
The 

' l/L. 

(SUBIR MALLICK) 
Accountant General (Audit) 

Chhattisgarh 

Countersigned 

(VINOD RAI) 
Comptroller and Auditor General of India 

- 5 FEB ZlltlfJ 
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District Year 

2003-04 

'2004-05 

Raipur 2005-06 

- ----- --- ---- ---- ---·- --·-------·· 

2006-07 

2007-08 

2003-04 

., ' . 2004-05 

Durg 2005-06 

2006-07 

2007-08 ' 
.. 

Appendix 1.1 
(Referred to in paragraph 3.2.8) 

Breakup of excise revenue in excise duty and licence fee 

Targets fixed by the department Actual realisation 

Licence fee Excise duty Total Licence fee Excise duty 

54,37 ,02,466 36,24,68,310 90,61,70,776 54,37 ,02,466 38,96,11,285 

.' 

. 60,64,11,8~4 ·.· 40,4'.2,74;556 1,01,06,86,390 60~64, 11,834 47,49,73,103 

" 

67,62,17,135 45,08, 11,423 1,12,70,28,558 67,~2,17,135 60,67,15;948 

----- ·-----· ·---- - ·-------- -- - --------------- --- --------· ---·------ --------·--·-- -

78,29,44,800 52,19,63,200 1,30,49,08,000 78,29,44,800 74,38,31,872 

90,05,80,500 60,03,87,000 1,50,09~67 ,500 90,05,80,500 87,19,63,214 

43,47,13,686 28,98;03 '779 72,45,17,465 43,47,13,686 31,19,92,022 

47,81,94,063 31,87,95;937 79,69,90,000 47,81,94,063 33,94,25,983 ' 
(;" 

·~ 

52,11,99,575 . 34,63,77,874 
·I 

86;15,77,449 .. 52,13,57,2701 38,66,92,402 
-.;; 

•. 

60,42,22,007 40,28, 14,671 I ,00;70;36,678 60,42;22,007 47,24,94, 157 

69,21,83,542 46,14,55,695 l,15;36,39,237 : 69,21,83,542 53,64;19,814 

. ·1\ 

Appendices 

(InR 

Total 

93,33,13,751 

. ' 

1,08,13,84,937 

. · 1,28,29,33,083 

------------- ----- -

1,52,67 ,76,672 

1,77,25,43,714 

74,67;05,708 

. 81,76,20,046 

90,80,49,672 

1,07,67, 16, 164 

1,22,86,03,356 

The difference in actual .realisatio11 of licence fees and target licen~~ fees is due to the excess licence fee deposited for Foreign liquor 
shop ofBhilai-3, in Group 11 by Rs.l,57;695. '../' ' 
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Appendix 1.2 
(Referred to in paragraph 3.2.8) 
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Appendices 

-+-Actual exclH duty 
achieved 

- Lln11r trend analysis 

2003--04 2004-05 2005-06 2006-07 2007-08 2008-09 

Year 

Bilaspur 

~,.,, • . 
.... ...ar. " -::1: 

,... 
-

...,,,,.,,,,,.. 
ut 

~ 
_... . ... 

l....dt' ... 
._ 

' 
,. 

I .1 .. ~·J 
''i.'~ 

' '· 

2003-04 2004-05 2005--06 2006-07 2007-08 2008-09 

Year 

52 

-+-Actual excise duty achieved 

_._ Linear trend analysis 



-

Audit Report (Revenue Receipts) for the year ended March 2008 

80 
~ 

~ 
Q) 50 
:c-
u ~ 
(\] 0 40 
~o 
:J c: 
~ ·- 30 
Q) I/) 
I/) Q) 

·- Q) 
~ g. 20 
Q) 0:: 
-ro-
~ 10 
<( 

0 

Jagdalpur 

2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 

Year 

Durg 

i.......... ~ 

"" 
~ r 

~ j 

~ 
. 

-~ • ~ 

.,. -, ... :· '·, ... 

2003-04 2004-05 2005-08 2006-07 2007-08 2008-09 

Year 

53 

_.,._Actual excise duty achieved 

-+- Linear trend analysis 

_.,._Actual excise duty achieved 

-+- Linear trend analysis 



l. 

Appendices 

Appendix 1.3 
I 

(Referred tq in paragraph3.2.8) 
i . 

Targets fixed i 
I 

by the 105.37 70.25 78.91 52.
1

61 52.02 34.68 4.08 2.72 240.38 160.26 
Department 

Projected 
target (us.ing 
expected 144 96 84 56 57 38 4.95 3.3 . 289.95 193.30 
realisation i 
from line 
graph) I 

I 

I 
Difference 38.63 25.75 5.09 3.39 4.98 3.32 0.87 0.58 49.57 33.042 

2 
I . 

Difference of Excise Duty of Rs. 33.04 cr~re would be 40 percent of difference in excise revenue which 
implies difference in licence fee would be ~s. 49 .57 crore i.e. 60 percent of excise revenue. 

I 
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