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PREFACE 

This Report of the Comptro ller and Audi tor General of India for the year 
ended 31 March 2015 has been prepared for submission to the Governor of 
Rajasthan under Article 15 1 of the Constitution of India. 

This Report contains s ignificant findi ngs of audit of Receipt and Expenditu re 
of major Revenue earning Departments under Revenue Sector conducted 
under the Comptroller and Auditor General 's (Duties, Powers and Conditions 
of Service) Act, 197 1 and Regulations on Audit and Accounts, 2007 issued 
thereunder by the Comptroller and Auditor Genera l of India. 

The instances mentioned in th is Report are those, which came to notice in the 
course of test audit during the period 2014- 15 as well as those which came to 
notice in earlier years, but could not be reported in the previous Audi t 
Reports; instances relating to the period subsequent to 2014-15 have also been 
included, wherever necessary. 

The audit has been conducted in conformity with the Auditing Standards 
issued by the Comptroller and Auditor General oflndia. 
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OVERVIEW 
- -- ---

This Report contains 37 paragraphs involving ~ 346.48 crore, including a 
Performance Audit on 'System of Registration, Assessment and Collection 
under VAT'. Some of the significant audit findings are mentioned below: 

I. General 

The tota l revenue receipts of the Government of Rajasthan during 20 I 4- 15 
were ~ 91,326.91 crore as against ~ 74,4 70.3 7 crore for the year 2013-J 4. The 
revenue raised by the Government amounted to ~ 51,902.37 crore comprising 
tax revenue of~ 38,672.87 crore and non-tax revenue of ~ 13,229.50 crore. 
The receipts from the Government of India were ~ 39,424.54 crore 
(State's share of divisib le Union taxes of ~ 19,8 17.04 crore and grants-in-aid 
of~ 19,607.50 crore). 

(Paragraph 1.1) 

I II. Taxes/VAT on Sales, Tr~de, ef!!~ __ 
A Performance Audit of 'System of Registration, Assessment and 
Collection under VAT' disclosed the following: 

I 
• More than one Registration Certificate, aggregating to 742, was issued to 

366 persons against the provisions of the RVAT Act. This resulted in 
non-levy of tax of~ 14.73 lakh on turnover of~ 3.27 crore in five cases. 

(Paragraph 2.4.9) 

• Cross verification of information co llected from Department of Mines and 
Geology revealed that I 42 mine owners/ lease holders were not brought 
under the tax net and tax amounting to ~ 9.49 crore could not be levied on 
turnover of~ 189.87 crore. 

(Paragraph 2.4.11.2) 

• Return formats were inadequate to capture all essential details to ascertain 
the correct tax ~ abili ty. Absence of information resulted in non-levy of tax 
inc luding interest and penalty of~ 6.37 crore on 22 dealers. 

(Paragraph 2.4.13.1 and 2.4.1 3.3) 

• Shortfa ll ranging between 36 to 67 per cent in conducting business audit 
of selected dealers was noticed. Due to shortfall in conducting business 
audit, 3,206 assessment ca e for business audit got time barred. Besides, 
the shortfall in conducting the bu iness audit provides leeway to tax 
assessing authorities to pick and choose the cases for actually conducting 
bu ine s audit and may provide cope for unethical practice . 

(Paragraph 2.4.15.1) 

• It was noticed that 1,440 dealers had collected tax of ~ 11.39 crore but 
showed nil tu~over in their returns. However, the Assessing Authorities 
could not dete~t the evasion and did not levy tax including interest and 
penalty of~ 38.95 crore. 

(Paragraph 2.4.1 5.4) 
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• Input Tax Credit (ITC) of ~ 1. 93 crore was claimed by 189 dealers, w ho 
had shown purchases from selling dea lers whose registration certificates 
were cancelled. However, the e dealers were deemed asses ed by 
Assessing Authorities resulting in wrong allowance/non-levy of input tax 
credit, interest and penalty of~ 6.6 1 crore. 

(Paragraph 2.4.19.1) 

• ln 144 cases, the Assessing Authorities allowed input tax credit of ~ 1.44 
crore claimed by the dea lers though registration certificates of the selling 
dea lers from whom purchases were made had already been cancelled. 
This resulted in non-levy of reverse tax, interest and penalty of 
~ 4.93 crore. 

(Paragraph 2.4.19.2) 

• Assessing Authorities did not impose penalty of ~ 3.24 crore while 
levying reverse tax on 11 7 dealers who had claimed input tax credit on the 
goods purchased from dea lers whose registration certificates were 
cancelled . 

(Paragraph 2.4.19.3) 

• Audit noticed that 159 dea lers had irregularly claimed input tax credit in 
respect of purchases of ine ligible goods. However, Assessing Authorities 
did not levy reverse tax, pena lty and interest of ~ 2 1.04 crore. 

(Paragraph 2.4.20) 

• It was noticed that 100 dea lers had either not shown re-imported goods or 
shown less am ount in their returns which resulted in non-levy o f tax , 
interest and penalty of~ 5.38 crore. 

(Paragraph 2.4.23) 

• State Excise Department had issued bar licences to 11 dealers as three 
stars and above or heritage hotels (B-category). However, these dealers 
had paid tax at lower rates on the sale of food cooked and served by them 
treati ng the hote ls as below three star status. The Assessing Authorities 
did not levy tax, interest and penalty of~ 15.1 8 crore. 

(Paragraph 2.4.25.1) 

Non-levy of entry tax on the goods purchased from other States for 
consumption or use in the business resulted m non-recovery of tax of 
~ 1.21 crore and interest of~ 45.41 lakh. 

(Paragraph 2.7) 

Ill. Taxes on Vehicles, Goods and Passengers 

A paragraph on ' Road Safety measures in T ransport Department' di closed the 
fo llowing: 

• The delay in implementation of the action plan relating to mandatory use 
of helmets by drivers of two wheeled vehicles in the w hole State refl ected 
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indifference towards safety concerns on the part of Department/ 
Government. 

(Paragraph 3.4.4.1) 

• Enforcement Module of V AHAN software was not in operation for easy 
retrieval of history of offences and for identifying and taking stringent 
action aga inst repeat offenders. 

(Paragraph 3.4.4.3) 

• The relaxation granted by the State Government in imposition of fine for 
overloading diluted the deterrence which was sought to be achieved. 
Besides, the State Government was deprived of revenue of~ 84.9 1 crore. 

No action was taken against test checked 700 overloaded vehicles invo lved 
in mining activities. An amount of ~ 2.25 crore was leviable as 
fme/compositibn amount on these vehicles. 

(Paragraph 3.4.4.5) 

• Computerised weighbridges were to be established at tax collection centres 
on interstate boundaries to check overloading of vehicles. However, no 
computerised weighbridges were established by the Department. 

(Paragraph 3.4.5.2) 

• In 2 1 out of 51 District Transport Offices, no test driving track was 
available indicating absence of the required infrastructure for conducting 
test before issue of dri ving licences. 

(Paragraph 3.4.5.3) 

• Out of tota l vehicles registered in the State during last 15 years; fitness 
certificates in respect of 7,25,854 vehicles under transport category were 
not renewed during 2011- J 2 to 201 3- 14. This also resulted in non
realisation of fitness certificate renewal fee of~ 7.26 crore. 

(Paragraph 3.4.5.5) 

Short/non-rea lisation of One Time Tax and surcharge aggregating to 
~ 1.1 8 crore was oticed against 108 non-transport vehicles. 

(Paragraph 3.5) 

Lump-sum tax of~ 1.35 crore in respect of 3 J 2 transport vehicles owners was 
either not paid or paid short. 

(Paragraph 3.6) 

Government money amounting to ~ 11.74 crore shown to have been deposited 
in the cash book was actually deposited after the dates mentioned in the cash 
book. The delay i? deposit ranged from 1 to 19 1 days. Receipts aggregating 
to ~ 16.63 crore were not deposited on the next working day but were 
deposited after a delay ranging from one to fi ve days and receipts aggregating 
to~ 32.74 lakh was not deposited into the bank. 

(Paragraph 3. 7) 
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Motor vehicle tax and special road tax aggregating to { 18.05 crore in respect 
of 5,538 vehicles for the period between April 2011 and March 2014 were 
either not paid or paid short. 

(Paragraph 3.8) 

IV. Land Revenue 

In two cases, the Department incorrectly worked out the cost of land 
surrendered when compared to the cost of land allotted. This resulted in 
non-recovery of differential cost of{ 1.37 crore. 

(Paragraph 4.4) 

Agricultura l land was used for non-agricultural purposes without obtaining 
permiss ion for change of land use, resulting in either non-recovery or short 
recovery of conversion charges of { 80.68 lakh. 

(Paragraph 4.5) 

I V. Stamp Duty and Registration Fee 

A piece of land belonging to Mis Capstan Meter Company (India) Limited 
(CMC) was converted from industrial to commercial and lease was issued to 
another enti ty i.e. Mis Jai Drinks Private Limited (JDPL) without cancelling 
the lease deed executed earlier with the CMC or without ensuring whether the 
land was transferred to JDPL on receipt of consideration. The value of the land 
was { 53 1.41 crore as per District Level Committee rates, on which Stamp 
Duty (SD) of { 29.23 crore was leviable. Besides, SD and surcharge of 
{ 2.29 crore was short levied on conversion charges. 

(Paragraph 5.4.1) 

Stamp Duty and surcharge of { 6.39 crore in 2 12 cases though leviable under 
section 37(4) of the Rajasthan Stamp Act, 1998 was not levied. 

(Paragraph 5.4.2) 

Stamp Duty, surcharge and Registration Fee (RF) of { 6.15 crore were not 
levied or short lev ied in 34 development agreements due to misclassification 
or undervaluation. 

(Paragraph 5.5) 

In 20 sale deeds, the Sub-Registrars (SRs) had not taken into account the 
capital contribution or total land contribution by individuals to partnership 
firms in cons ideration of their share and the Stamp Duty was not recovered as 
per extant provision on market value of { 54.59 crore. This resulted in non
levy of Stamp Duty and surcharge of{ 3.00 crore. 

(Paragraph 5.6) 

Due to breach of conditions mentioned in the Rajasthan Investment Promotion 
Scheme, 20 l 0 or lack of eligibility, the beneficiarie were liable to refund the 
SD and surcharge of{ 1.22 crore. 

(Paragraph 5. 7) 
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The market value of propertie was considered on lower side despite the fact 
that such properties were purchased for commercial/institutional/res idential 
purposes or located at the site where higher DLC rates were applicable. This 
resulted in short levy of SD and RF amounting to ~ 1.59 crore in J 5 ca es. 

(Paragraph 5.8) 

A document was registered as an agreement to sell without possession despite 
the fact that the entire amount of consideration had been received at the time 
of handing over phys ical possess ion of the land. This resulted in short levy of 
SD and RF of~ 25.02 lakh. 

(Paragraph 5.10) 

VI. State Excise 
-- ~ ~-- -

A paragraph on ' Arrear of State Excise Department' disclosed the fo llowing: 

• Arrear aggregating to ~ 198.73 crore was outstanding as on 
3 1 March 2015. 

(Paragraph 6.4.4) 

• The Excise Commissioner had identified 64 cases involving amount of 
~ 35.32 crore fertaining to the period 1967-68 to 2006-07 for write-off 
No decision fo( write-off was taken ti ll 3 1 March 201 5. 

(Paragraph 6.4.4.2) 

• Identified pro erti es of defaulters were not attached in three cases 
pertaining to District Excise Office (DEO), Kota and Ajmer wherein 
revenue of~ 28.90 crore was involved. 

(Paragraph 6.4.6) 

• Two properties of a defaulter licensee of liquor group Kota for the year 
1999-2001 having solvency amount of ~ 1.60 crore, though attached 
during the period 2000-2001 by DEO Kota, were still in the possession 
of defaulters. The department could not auction the properties despite 
issuing more than 20 auction notices. 

(Paragraph 6.4.7.2) 

• Scrutiny of records of five DEOs disclosed that auction amount of 
~ 1.90 crore realised by the Department in auction of 34 properties was 
much less than ~ 4. 19 crore, the amount shown in the solvency 
certificates. 

(Paragraph 6.4.8) 

In DEOs, Behror and Alwar, 95,186.96 bulk litres ( 12,204 cartons) of beer 
involving excise duty of ~ 42.02 lakh exported by five breweries were 
short delivered. Duty was neither paid by the breweries nor was it 
demanded by the Department. This resulted in non-levy of State exci e duty 
of~ 42.02 lakh. 

(Paragraph 6.5) 
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The Department charged hotel bar licence fee of 'other' category hotel instead 
of ' star ' category and issued/renewed hotel bar li cence. This resulted in short 
recovery of hotel bar licence fee of ~ 36.50 lakh. 

(Paragraph 6.6) 

Two wholesale vendors imported 65 bottled in other country (BIO) brands of 
foreign liquor for various depots and 106 retail-on vendors imported 2,841 
BIO brands during the year 2013-14. However, the licence fee for import of 
foreign liquor had neither been paid by these wholesale and retail-on vendors 
nor demanded by the Department. This resulted in non-levy of li cence fee 
amounting to ~ 8.65 crore. 

(Paragraph 6.8) 

VII. Non-Tax Receipts 

Rejection of highest bid for collection of the excess royalty pertaining to 
mineral Bajri resu lted in loss of ~ 1.85 crore. 

(Paragraph 7.4) 

lrregular co llection of roya lty amount on the mineral used in the works of 
Mega Highway against the provision of Rule 37 A(ix) of the Rajasthan Minor 
Minerals Concess ion Rules, 1986 resulted in non-recovery of ~ 58.05 lakh 
from the Excess Royalty Collection Contractor. 

(Paragraph 7.5) 

Two lessees of mineral marble and 27 lessees of mineral masonry stone 
excavated 3,985 MT mineral marble and 2.29 lakh MT masonry stone va luing 
~ 5.82 crore without obtaining consent to operate. 

(Paragraph 7.8) 

Sixty five lessees excavated mineral masonry stone and sand stone va lued at 
~ 15.56 crore without approval of mining plan. 

(Paragraph 7.9) 

There was short raising of demand of~ 11 .8 1 crore in 52 cases where kiln 
owners used brick earth illegally without obtaining requisite pennits and 
payment of royalty. 

(Paragraph 7.12) 
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CHAPTER-I: GENERAL 

1.1 Trend of revenue receipts 

1.1.1 The tax and non-tax revenue raised by the Government of Rajasthan 
during the year 2014- 15, the State's share of net proceeds of divisible Union 
taxes and duties assigned to the State and grants-in-aid received from the 
Government of India duri ng the year and corresponding figures for the 
preceding four years are mentioned in the table 1.1.1. 

Table 1.1.1 
~in crore) 

I. Revenue raised by the State Government 

• Tax revenue 20,758.12 25,377.05 30,502.65 33,477.70 38,672.87 

• on-tax revenue 6,294.12 9,175. 10 12, 133.59 13,575.25 13,229.50 

Total 27,052 .24 34,552 .1 5 42,636.24 47,052.95 51,902.37 

2. Receipts from the Government of India 

• Share of net 
proceeds of 12,855.63 14,977.05 17, 102.85 18,673.07 19,817.04 
divisible Union 
taxes and dutie 

• Grants-in-aid 6,020.33 7,481.56 7, 173.92 8,744.35 19,607.50 

Total 18,875.96 22,458.61 24,276.77 27,41 7.42 39,424.54 

3. Tota l revenue 
receipts of the tate 

45,928.20 57,010.76 66,913.0l 74,470.37 91,326.911 

Government 
( l and 2) 

4. Percentage of 1 to 3 59 61 64 63 57 

The above table indicates that during the yea r 2014-15, the revenue raised by 
the State Government (~ 51,902.37 crore) was 57 per cent of the total revenue 
receipts. The balance 43 per cent of receipts during 2014-15 was from the 
Government of India by way of share of net proceeds of divisible Union taxes 
and duties and gra9ts-in-aid. 

1 For details, please see Statement No. 14 - Detailed accounts of revenue by minor heads in the Finance Accounts of 
the Government of Rajastlian for the year 20 14-15. Figures under the head 0020 - Corporation tax, 0021 - Taxes on 
income other than corporation tax, 0022 - Taxes on agriculture income, 0032 - Taxes on wealth, 0037 - Customs, 
0038 - Union excise duties and 0044 - Service tax - share of net proceeds assigned to State booked in the Finance 
Accounts under A - Tax revenue have been excluded from revenue raised by the State and included in tatc's share 
of divisible Union taxes in this statement. 
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1. 1.2 The detai ls of the budget estimates (BE) and the actual receipts in 
respect of the tax revenue raised during the period from 20 I 0-1 1 to 2014-15 
are given in the tab le 1.1.2. 

Tablel. l.2 
~in crorc) 

Taxes on sales, BE 11 ,5 14.82 13.088.08 I 5,402.08 19,528.00 24,120.00 
trade,etc. 

Actual 11.901.24 14,665.63 17,214.34 19,834.72 22,644.89 (+) 14 

Central sales tax BE 2 15.18 401.92 1.147.92 1,522.00 1,505.00 

Actual 728.35 1,100.80 1,360.31 1,380.79 1,525.02 (+) 10 

State excise BE 2.450.00 2.623.00 3,250.00 4,500.00 5.330.00 

Actual 2.861.41 3,287.05 3,987.83 4,981.59 5,585 .77 (+) 12 

Stamp duty and registration fee 

Stamps-jud1c1al BE 35.60 43. 15 60.14 I 05.40 156.66 

Actual 43.07 79.40 144.27 104.59 54.27 (-) 48 

tamps- BE 1.379.48 1.577.08 2,264.97 3.268.57 2,823.35 
non-judicial 

Actual 1,522.01 2, I 53.68 2,693.13 2,577.76 2,705.10 (+) 5 

Registration fee BE 234.92 279.77 474.89 526.03 520.00 

Actual 375.96 41 .29 497.47 442.98 429.52 (-) 3 

Taxes on motor BE 1,450.00 1,650.00 1,900.00 2,500.00 2,800.00 
vehicles 

Actual 1.612.25 1,927.05 2,283.13 2,498.90 2,829.86 (+) 13 

Taxes and duties BE 778.80 846.64 1,505.25 1,512.61 1,697. 18 
on electricity 

Actual 905.81 1,094.48 1,570.06 948.93 1,534.51 (+) 62 

Land revenue BE 185.06 196.06 196.06 185.5 1 324.69 

Actual 222. 17 209.01 304.55 337.98 288.58 (-) 15 

Taxes on goods BE 252.00 265.00 280.00 300.00 360.00 
and passenger~ 

Actual 230.69 220.13 248.57 287.9~ 956.52 (+) 232 

Other taxes and BE 74.99 78.74 50.99 55.00 99.99 
duties on 
commod111cs Actual 64.43 43.4-t 48.4' 68.46 113.68 (+) 66 

and services 

Other taxc~ '.etc BE 450.00 300.00 300.00 50.00 50.17 

Actual 290.73 178.09 1 50.S::~ 13.01' 5.15 {-) 61 

Total BE 19,020.85 21,349.44 26.832.30 34,053.12 39,787.04 

Actual 20,758.1 2 25.377.05 30,502.65 33,477.70 38,672.87 15.52 

Percentage of increase of actual o'er 22.25 20.1 9 9.75 15.52 
pre"ious year 

Other iaxc, include, taxc' on income and expenditure. tax on profoss1ons trade,. callings and employmenh and land 
ta\ 

') 



Chapter-I: General 

There has been continuou increase in the collection of tax revenue during the 
last four years. The growth of revenue was 15.52 per cent during 2014- 15. 

T here was increase (62 per cent) in ' taxes and duti es on e lectricity ' which was 
mainly due to I"Diore receipt under taxe on consumption and sale of electr icity 
and increase (232 per cent) in ' taxes on goods and passengers ' w hich was 
mainly due to more receipt of tax on entry of good into loca l area . The 
increa e of (66 per cent) under ' other taxes and duties on commodities and 
services ' was due to more rece ipts under entertainment tax and luxury tax and 
decrea e (6 1 per cent) in ' other taxe , etc.', was due to exemption of the land 
tax in the State while the decrease in land revenue ( 15 per cent) wa due to 
less receipts on ~a le proceeds of waste lands. 

l.1.3 T he deta ils of the budget e ti mates (BE) and the actua l receipts m 
respect of the non-tax revenue rai ed during the period from 20 10-1 1 to 
20 14- 15 are given in the table 1.1.3. 

Tablel.1.3 
~in crore) 

llci1ds of BE 20IO-ll 2011-12 2012-13 2013-14 2014-15 Pcrccntai:c of 
rc\cnuc .\ctual incrcasl' (+ )/ 

decrease(-) in 
2014-15 O\l'r 

2013-14 
- - -

on-ferrous BE. 1,760.00 2.060.00 2,500.00 3.2 10.00 3,566.00 
mining and Actua l 1.929.58 
meta II urg1ca I 

2.366.32 2.838.59 3.088.66 3.635.46 (+) 18 

industries I 

Interest receipts BE 1, 129.25 1.229 .22 1.428.79 1.933.88 1.959.83 

Actual 1.276.70 1.714.53 2.067.00 2.142.-19 2.065.39 (-) 4 

M1sccllancous BE. 216.02 195.40 324.29 576. 17 920.88 
general services Actua \ 27 1.19 353.09 686.10 8-16.36 963.85 (+) 1-l 

Pol ice BE; 200.00 150.00 165.00 170.-18 220.1 0 

Actua l 133.93 143.54 192.07 167.27 240.03 (+) 44 

Othe r BE; 61.49 60.99 78.88 89.94 107. 19 
ad111i 111st rative 
services 

Actua l 80.33 110 .99 85.50 147.38 133.2 1 (-) 10 

Major and BE 61 .27 69.2 1 122.2 1 90.62 90.90 
medium Actua l 86 0-l 9 1.83 87.2 1 80.62 67.08 (-) 17 
1m gat1on 

Forestry and BE 61 .50 6 1.60 56.05 66.67 80.20 
wild life Actual 93.20 74.95 91 .24 77.52 89.3 1 (+) 15 

Pubhc worh BE 70.00 75.75 75.75 65.00 7-l .76 

Actua l 62. 10 55.85 57.63 69.16 71.74 ( +) 4 

Medical and BS 42.78 48. 17 6 1.88 61.00 105 07 
public hea lth Actua l 45 -16 59.38 96 ()4 65 .61 116.-13 (-l 77 

( o-opcrauon BE 23.81 2 1.1 2 23.65 20 .-12 16.52 

Ac tual 16.35 22.38 22.02 18.80 16.88 ( -l I 0 

Other non-tax BEl 1.349.82 I 2.466.69 4. 114.64 6.370.2:: 6.327 0-l 
receipts Actua l 2.299.2-l 4.182.24 5.910.19 6.!Pl.~8 5.830 12 (-) 15 

Total BEl 4.975.94 6,438.15 8,951.1 4 12.654.41 13,468.41) 

Actua l 6.294. 12 9, 175.10 12. 133.59 13.575.25 13,229.50 (-) 2.55 
I 

Pe rcentage of increase of 

I 
45.77 32.24 11 .88 

I 
(-) 2.55 

actual over prc, •ious yea r I I 

Other non-ta\ receipt~ cons11tute 1111.:omc from housmg. '11lagc and 'mall industnc,. fi,henc, . di\ 1dcnd' and profit. 
co111nbut1on and rcco,cncs IO\\ ard' pcn\1011 and other retirement bencfi1s. <"/, 
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Audit observed that increase in the collection of non-tax revenue during the 
last four years has lost its pace and it turned negative in the year 2014-15 . 

There was increase (77 per cent) in revenue under the head 'Medical and 
public health ' which was mainly due to more receipts under Employees State 
Insurance Scheme and increase ( 44 p er cent) in revenue under the head 
'Police' which was mainly due to more police force provided to other 
governments and parties. The decrease ( 17 per cent) in ' major and medium 
irrigation ' was due to less receipt from sale of water for irrigation purpose 
while decrease in 'other non-tax receipts' ( 15 per cent) was due to less receipt 
of roya lty. 

1.2 Analysis of arrears of revenue 

The arrears of revenue as on 3 1 March 2015 relating to ome principal beads 
of revenue amounted to ~ 4,431.29 crore of which ~ 1,604.88 crore was 
outstanding for more than five years, as given in the table 1.2. 

Table 1.2 
~in crore) 

I. Commercial taxes 3,731 .29 1,304.85 

2. Transport 63 .13 23.71 

3. Registration and stamps 248.62 53 .52 

4. State excise 198.73 194.41 

5. Mines, geology and petroleum 189.52 28.39 

Total 4,43 1.29 1,604.88 

Source: Furnished by the concerned Depanments. 

It would be seen from the table that recovery of~ 1,604.88 crore was pending 
for more than five years. The stages at which arrears were pending for 
collection, though called (October 20 15) for, were not intimated by the 
Departments. 

1.3 Arrears in assessments 
- ---

The detail s of cases pending at the beginning of the year, cases becoming due 
for assessment, cases disposed of during the year and number of cases pending 
for finali sation at the end of the year as furnished by the respective 
Departments in respect of Commercial Taxes, Registration and Stamps and 
Mines, Geology and Petroleum are given in the table 1.3. 
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Table 1.3 

:\a me of the Opening '.'iew cases Total Cases Balance Percenta~e 

Department balance due for assessments disposed at the of disposal 
assessment due of durin~ end of (col. S to 
durin~ 2014-IS the ~·ear 4) 
2014-IS 

(I) (2) (3) (4) (S) (6) (7) 

Commercial 15 3,84,875 3,84,890 2,79,075 1,05,8 15 72.5 1 
taxes 

Registration 6,840 6,094 12,934 6,863 6,071 53.06 
and Stamps 

Mines, 10,485 14,497 24,982 15,208 9,774 60.88 
geology and 
petroleum 

Source: Furnished by the concerned Departments. 

As would be seen, the percentage of di sposal of cases was the lowest in 
Registration and Stamps Department. The Department may take necessary 
action for disposal of the cases. 

1.4 E\"asion of tax detected by the Department 

The details of cases of evasion of tax detected, cases finalised and the 
demands fo r additional tax raised, as reported by the Commercial Taxes 
Department are given in the table 1.4. 

SI. 
no. 

• 

Head of 
ren·nue 

( . aws 
pl•nding as 

011 

31 \larch 
2014 

Caws 
detected 
during 
2014-15 

Table 1.4 

Total 

.... 
Source: Furnished by the Commercial Taxes Department. 

'\umber of c:1ws in "hich 
assessment/in wst iga ti on 
com11kted and additional 
demand with penalt~· e1'". 

'\umber 
of cases 

raised 

Amount of 
demand 
(~in 

crore) 

,. 

'\umber of 
cases pending 

for 
finalisation as 
on 31 \larch 

2015 

It would be seen from the above table that 94 per cent of the total cases were 
settled during the year 2014- 15. However, the amount recovered on account of 
settlement in these cases was not intimated (November 2015) by the 
Department. 

1.5 Pendenc~· of Refunds Cases I 
The number of refund cases pending at the beginning of the year 2014-15, 
claims received du,ring the year, refunds allowed during the year and the cases 
pending at the clo e of the year 2014-15 as reported by the Departments is 
given in the table 1.5 . 
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Table 1.5 
~in crore) 

I. C laims outstanding at the 206 98.57 1,042 5. 19 
beginning of the year 

2. C laims received during the year 4,973 60 1.44 2,300 8.88 

3. Refunds made during the year 4,900 478.97 2,246 8.72 

4. Balance outstanding at the end of 279 22 1.04 1,096 5.35 
year 

It would be seen from the above that there has been increase in the outstanding 
refund cases in Commercia l Taxes Department and Registration and Stamps 
Department. Nece sary action may be taken by the concerned Department(s) 
for pcedy disposa l o f the refund cases. This would not onl y benefit the 
claimants but would also save the Government from payment of interest on the 
delayed payment of refunds. 

1.6 Response of the Government/Departments towards audit 

The Accountant General (Economic & Revenue Sector Audit), Rajasthan, 
Jaipur conducts periodical inspection of the Government/Departments to test 
check the transactions and verify the maintenance of important accounts and 
other records as prescribed in the ru les and procedures. These inspections are 
fo llowed by Inspection Reports (lRs) which incorporate irregularities detected 
during the inspection and not settled on the spot. The lRs are issued to the 
head of the offices inspected with copies to the next higher authorities for 
taking prompt corrective action . The heads of the offi ces/Government are 
required to promptly comply with the observations contained in the IRs, 
rectify the defects and omissions and report compliance through initial reply to 
the Accountant General within one month from the date of issue of the !Rs. 
Serious financial irregularities are reported to the heads of the Department and 
the Government. 

Inspection Report issued upto December 201 4 disclosed that 8,964 
paragraphs invo lvi ng ~ 3,206.77 crore relating to 2,932 !Rs remained 
outstanding at the end of June 20 15. The figures a on June 201 5 along with 
the corresponding figures fo r the preceding two years are given in the 
table 1.6 

Table 1.6 

Particulars June 2013 June 2014 June 2015 

umber of !Rs pending for settlement 2,882 2,896 2,932 

umber of outstanding audit observations 9,489 9,477 8,964 

Amount of revenue involved ~ in crore) 7,73 1.42 4,592.63 3,206.77 
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It would be seen from the above that the number of outstanding observations 
and the amount of revenue involved there in ha decreased considerably during 
the last three years. 

l.6.1 The Department-wise deta ils of the lRs and audit observations 
outstanding as on 30 June 201 5 and the amounts invo lved are mentioned m 
table 1.6. 1. 

Table 1.6.l 

SI. '.\a me of the '.\aturc of receipts '.\umber of '.'lumber of Amount 
no. Department outstandin~ outstandin~ inrnh cd 

I Rs audit Cf in crorc) 
obsen ations 

~~~~~~~~~~~~~~~~~~~~~~~~~~--~~~~-

1. Commercial Ta"esN AT on sales, 584 2,369 558.93 
taxes trade, etc. 

Entenainment tax, 20 23 7. 12 
luxury tax. etc. 

2. Transport T*es on motor 437 1,352 168.70 
vehicle 

3. Land Land revenue 11 3 300 441.70 
revenue 

4. Registration StAmp duty and 1,362 3,625 325.0 1 
and Stamps rekistration fee 

5. State excise State excise 111 224 50.27 

6. Mines, ~n-ferrous mining 305 1,071 1.655.04 
geology and an metallurgical 
petroleum industries 

Total 2,932 8,964 3,206.77 

Audit did not recei\Ae fi rst replies from the heads of offices even after expiry of 
more than one month from the date of issue in respect of 18 lRs issued duri ng 
2014-1 5. 

Though the decrease in number of outstand ing ob ervations and the amount 
involved therein as compared to preceding years is appreciable, there i still a 
need to make more efforts for rectifying the defects and irregularities pointed 
out by Audit. 
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1.6.2 Departmental Audit Committee Meetings 

The Government constituted audit committees to monitor and expedite the 
progress of the settlement of the paragraphs in the IRs. The details of the audit 
committee meetings held during the year 2014-15 and the paragraphs settled 
are mentioned in the table 1.6.2. 

SI. Name of the 
no. Department 

I. Commercial taxes 

2. Transport 

3. Land revenue 

4. Registration and 
Stamps 

5. State excise 

6. Mines, geology 
and petroleum 

Tota l 

Table 1.6.2 

Number of l"umhcr of 
audit audit sub-

committee committee 
meetings held meetings held 

3 3 

4 3 

12 

4 4 

3 

4 7 

19 29 

Number Amount 
of ~in crore) 

paragraph 
settled 

11 3 14.13 

74 2.27 

79 98.52 

141 2.41 

492 1,229.20 

899 1,346.53 

It would be seen from the above that in 19 meetings held in respect of 
commercial taxes, land revenue, registration and tamps, state excise, mines 
and geology and petroleum Departments, 899 paragraphs involving ~ 1,346.53 
crore were settled. 

1.6.3 Response of the Departments to the draft audit paragraphs 

The draft audit paragraphs proposed for inclusion in the Report of the 
Comptroller and Auditor General of lndia are forwarded by the Accountant 
General to the Principal Secretaries/Secretaries of the concerned Departments, 
drawing their attention to audit findings and requesting them to send their 
response within six weeks. The fact of non-receipt of the replies from the 
Department/Government is invariably indicated at the end of such paragraphs 
included in the Audit Report. 

45 draft paragraphs clubbed into 37 paragraphs including one Performance 
Audit were sent to the Principal Secretaries/Secretaries of the respective 
Department by name between Apri l to October 2015. The Principal 
Secretaries/Secretaries of the Departments did not send replies to 15 draft 
paragraphs and the same have been included in thi s Report without the 
response of the Department. 

1.6.4 Follo\\-up on the Audit Reports - summarised position 

The Ru les and Procedures of the Public Accounts Committee (PAC) of the 
Rajasthan State Assembly framed in 1997, prescribe that after the presentation 
of the Report of the Comptroller and Auditor General of lndia in the 
Legislative Assembly, the Departments shall initiate action on the audit 
paragraphs and the action taken explanatory notes thereon should be submitted 
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by the Government within three months of tabling the Report, for 
consideration of the PAC. lnspite of these provisions, the explanatory notes on 
audit paragraphs of the Reports were being delayed inordinately. 176 
paragraphs (including performance audit) included in the Reports of the 
Comptroller and Auditor General of lndia on the Revenue Sector of the 
Government of Rajasthan for the years ended 3 1 March 20 l 0, 20 11 , 2012, 
2013 and 2014 were placed before the State Legislative Assembly between 
26 August 2011 ~nd 25 March 20 15. The action taken explanatory notes from 
the concerned Departments on these paragraphs were received late with an 
average delay of 3 days in respect of each of these Audit Reports. The PAC 
discussed 36 selected paragraphs pertaining to the Audit Reports for the years 
from 2009-10 to 2011-12 and its recommendations on 11 paragraphs were 
incorporated in their fo ur Reports (2012-13 and 20 14-15). 

I. 7 Analysis of the mechanism for dealing with the issues raised by 
Audit jn Land Revenue Departf!1ent ___ _ 

To analyse the system of addressal of the issues highlighted in the Inspection 
Reports/ Audit Reports by the Departments/Government, the action taken on 
the paragraphs included in the Inspection Reports/ Audit Reports of the last 
l 0 years for one Department was evaluated. 

The succeeding P,aragraphs 1.7.1 to 1.7.2 discuss the performance of the Land 
Revenue Depart~ent on the cases detected in the course of local audit and also 
the cases include(! in the Audit Reports. 

1.7.1 Position~ t _ _ __ _ 

The summarised position of the inspection reports pertaining to Land Revenue 
Department issued during 2007-08 to 20 14-15, paragraphs included in these 
reports and their status as on 30 September 2015 is tabulated in the table l. 7. l. 

Table 1.7.1 

2007-08 156 199 86.48 52 136 54.57 73 124 25.52 135 2 11 115.53 

2008-09 135 211 115.53 53 87 5.31 53 122 42.29 135 176 78.55 

2009-10 135 176 78.55 211 367 174.48 87 156 73.48 259 387 179.55 

2010-11 259 387 179.55 109 230 50.90 125 243 25.23 243 374 205.22 

2011- 12 243 374 205.22 53 184 933.82 63 154 113.37 233 404 1,025.67 

2012-13 233 404 1,025.67 17 133 406.39 27 66 328.72 223 471 1,103.34 

2013-14 223 471 1,103.34 16 109 58.63 96 24 1 612.2 1 143 339 549.76 

2014-15 143 339 549.76 13 113 13.33 43 13 1 120.31 11 3 321 442.78 
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The Government arranges sub-audit committee meetings between the 
Department and the Audit Office to settle the old paragraphs. Although the 
Department has been making progress in settlement of old !Rs/Paragraphs, 
further effective and concrete steps are required to achieve substantial results. 

1.7.2 Position of paragraphs and Recovery of accepted cases 
included in the Audit Reports 

The details of paragraphs relating to Land Revenue Department included in 
the Audit Reports of the last 10 years, those accepted by the Department and 
the amount recovered are mentioned in the table 1.7.2. 

Year of 
Audit 
Report 

2004-05 

2005-06 

2006-07 

2007-08 

2008-09 

2009- 10 

2010-11 

2011 - 12 

201 2-1 3 

201 3-14 

Total 

'.'lumber of 
paragraphs 

included 

4 

2 

4+ 1 

3 

3 

7 

5 

5 

35 

'.\lone~· 

mine of the 
1rnragraphs 

3.17 

29.98 

22. 14 

239. 19 

180.00 

300.37 

23.83 

229.02 

8.22 

1,035.92 

Table 1.7.2 

:\umber of 
paragraphs 

accepted 

4 

2 

4 

3 

5 

3 

23 

'.\lone~· 

\':tine of 
accepted 

paragraphs 

1.75 

28.66 

22. 14 

196.05 

1.13 

117.55 

292.42 

8.68 

8.36 

676.74 

Amount 
reco\'cred 

during 
the year 
2014-15 

0.10 

0. 11 

0.21 

~in crore) 

Cumulatiw 
position of 
reco\·ery of 

accepted 
cases as of 

30 
September 

2015 

0.73 

14.84 

76.63 

1.1 3 

10.02 

0. 72 

7.35 

0.3 1 

111.73 

The Department could recover an amount of~ l l l.73 crore only during the 
period of 10 years against 35 observations valuing ~ 1,035.92 crore, out of 
which 23 observations of~ 676.74 crore were already accepted by it. The 
recovery was just 16.52 p er cent of the accepted amount of observations. 

The Department may take prompt action to pursue and monitor the recovery of 
the dues involved in accepted cases. 

1.7.3 Action taken on the recommendations accepted by the 
Departments/Government 

The draft Performance Audits (PAs) conducted by the Accountant General are 
forwarded to the concerned Departments/Government for their infonnation 
with a request to furnish their replies. These PAs are also discussed in exit 
conferences and the views of the Department/Government are included while 
finali sing the PAs for the Audit Reports. 
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During the last five years, two performance audits relating to Land revenue 
were conducted in which 2 1 recommendations were made for improving the 
working and system of tax collection. The Department has accepted four 
recommendations and ha taken action by adopting uniform jarib4 for 
measurement of land, use of biometric device through password for security of 
data relating to land and issuing directions for physical verification oflT assets. 
The progress made in implementation of the remaining recommendations has 
not been received (November 20 15). 

1.8 Audit Planning 

The unit offices working under various Departments are categori sed into high, 
medium and low risk units according to their revenue position, pa t trends of 
the audit observations and other parameter . The annual audit p lan i prepared 
on the basis of risk analysis which, inter-a/ia, include critica l issues in 
Government revenues and tax administration i.e. budget speech, white paper 
on State finances, Report of the Finance Commission (State and Central) , 
recommendation of the Taxation Reforms Committee, statistical analysis of 
the revenue eamiogs during the past five years, audit coverage and it impact 
during past five years, etc. 

During the year 
1
20 14-15, 437 units were planned and all units had been 

audited. One performance aud it was also conducted in Commercia l Taxes 
Department. 

1.9 Results of audit 

Position of local audit conducted during the year 

Test check of the records of 414 units of Commercial Taxes, Transport, Land 
Revenue, Registration and Stamps, State Excise, Mining and other 
Departmental offi ces conducted during the year 20 14- 15 disclosed 
underassessments, short levy/ loss of revenue, etc. aggregating to ~ 634.56 
crore in 26,5 11 cases. During the year, the concerned Departments accepted 
underassessments and other deficiencies in 16,799 cases involving 
Government revenue of ~ 179.77 crore, of which 4,655 cases involving 
~ 34.87 crore were pointed out in audit during 2014- 15 and the rest in the 
earlier years. The Departments recovered ~ 32. 14 crore in 8,593 cases during 
20 14-15. 

I. I 0 Coverage of this Report 

This Report contains 37 paragraphs (selected from the audit detections made 
during the local audit referred to above and during earlier years, which could 
not be included in earlier reports) including one Performance Audit on 
'System of Registration, As essment and collection under VAT' involving 
financial effect of~ 346.48 crore. 

The Departments/Government have accepted audit observations involving 
~ 246.76 crore out of which ~ 8.95 crore had been recovered. The replies in 
the remaining cases were ei ther not received or found unsatisfactory. These 
are discussed in Chapters JI to VII. 

'Jarib-A chain for measunng land. 
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CHAPTER-II: TAXES/VAT ON SALES, TRADE, ETC. 

2.1 Tax administration 

Sales TaxNalue Added Tax laws and rules framed thereunder are 
administered at the Government level by the Principal Secretary (Finance) .The 
Commissioner is the head of the Commercia l Taxes Department (CTD) and is 
ass isted by 26 Adtl itional Commiss ioners, 47 Deputy Commissioners (DC), 
9 1 Assistant Commis ioners (AC), 136 Commercial Taxe Officers (CTO), 
402 Assistant Commercia l Taxes Officers (ACTO) and a Financial Adviser 
(FA).They are assisted by Junior Commercia l Taxes Officers and other allied 
staff or administeripg the relevant Tax laws and rules. 

The Raja than Value Added Tax (RY AT) Act, Rajasthan Tax on Entry of 
Good into Local Areas (RET) Act, Rules framed thereunder and notifications 
issued from time to time govern the levy and collection of value added tax and 
entry tax, levy of i~terest and penalty. 

2.2 Internal audit conducted by the Department 

The Department has an Interna l Audi t Wing under the charge of Financial 
Adviser. The Wing has to conduct test check of cases of assessment as per the 
approved action plan and in accordance with the criteria decided by the 
Steering Committee so as to ensure adherence to the provisions of the Act and 
Rules as well as Departmental instructions issued from time to time. 

The position of units audited by the Interna l Aud it W ing during the last five 
years is as under: 

Year Pending Units due Total Units Units Shortfall 
units for for audit units due audited remaining in per cellf 

audit during the for audit during the unaudited 
year year 

2010-11 198 384 582 489 93 16 

201 1-1 2 93 384 477 411 66 14 

2012-1 3 66 384 450 267 183 4 1 

2013- 14 183 414 597 287 310 52 

2014- 15 310 413 723 471 252 35 

There was a shortfa ll in conducting internal audit ranging between 14 and 
52 per cent durin~ fthe years 2010-11 to 20 14-1 5. 

It was further noticed that 18,459 paragraphs of internal aud it were 
outstanding at the end of the year 2014- 15. The year-wise break up of 
outstanding paragraphs is as under: 
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Non-settlement of large number of outstanding paragraphs indicates that the 
Department is not monitoring settlement of the observations raised by its own 
Internal Audit Wing. 

2.3 Results of audit 

In 20 14- 15, test check of records of 70 units relating to VAT/Sales Tax 
assessment and other records showed underas essment of tax and other 
inegularities invo lvi ng < 224.14 crore in 1,581 cases, which fall under the 
following categories as given below: 

(~in crore) 

SI. no. Category ~umber of Amount 
cases 

I. A Performance Audit on ' System of Registration, 1 164.13 
Assessment and Collection under VAT' 

2. U nderassessmcnt of tax 502 46.53 

3. Acceptance of defective statutory forms 86 3.92 

4. Evasion of tax due to suppression of sale I 15 0.54 
purchase 

5. Irregular/ incorrect/excess allowance of Input Tax 367 4.78 
Credit 

6. Other irregularities relating to 

(i) Revenue 561 2 .93 

(ii) Expenditure 49 1.3 1 

Total l ,581 224.14 

During the year 2014-15, the Department accepted underassessrnent and other 
deficiencies of < 38.36 crore in l ,074 cases of which 86 cases involving 
< l.35 crore were pointed out in audit during the year 20 J 4-15 and the rest in 
the earl ier years. During the year 2014-15, the Department recovered/adjusted 
< 4.15 crore in 177 cases of which 18 cases involving< 1.94 crore pertained to 
the year 2014-15 and the rest to earlier years. 

The Department accepted and recovered the entire amount of < 40.49 lakh in 
eight cases pointed out by audit after issue of draft paragraphs to the 
Government. These paragraphs have not been discussed in the Report. 

A Performance Audit on ' System of Registration, Assessment and Collection 
under VAT' involvi ng < 164.13 crore and a few illustrative cases involving 
< 2.14 crore are discussed in the paragraphs from 2.4 to 2.7. 
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2.4 Performance Audit on 'System of Registration, Assessment : 
and Collection under VAT' 

Highlights 

• More than one Registration Certificate, aggregating to 742, was issued to 
366 persons against the provis ions of the RV AT Act. This resu lted in 
non-levy of tax of~ 14.73 lakh on turnover of~ 3.27crore in five cases. 

(Paragraph 2.4.9) 

• Cro s verification of information collected from Department of Mines and 
Geology revealed that l 42 mine owners/ lease holders were not brought 
under the tax net and tax amounting to ~ 9.49 crore could not be lev ied on 
turnover of ~ 189.87 crore. 

(Paragraph 2.4.l 1.2) 

• Return fonnats were inadequate to capture all essential details to ascertain 
the correct tax liabil ity. Absence of information resulted in non-levy of tax 
including interest and penalty of~ 6.37 crore on 22 dealers. 

(Paragraph 2.4.13.l and 2.4. 13.3) 

• Shortfall ranging between 36 to 67 per cent in conducting business audit 
of selected dealers was noticed. Due to shortfall in conducting business 
audit, 3,206 assessment case for busine audit got time barred. Besides, 
the shortfall in conducting the business audit provides leeway to tax 
Assessing Aut!Jorities to pick and choose the cases for actua lly conducting 
business audit ~nd may provide scope for unethical practices. 

(Paragraph 2.4.15.1) 

• It was noticed that 1,440 dea lers had co llected tax of ~ 11.39 crore but 
showed nil turnover in their returns. However, the Assess ing Authorities 
could not detect the evasion and did not levy tax including interest and 
penalty of ~ 38.95 crore. 

(Paragraph 2.4.15.4) 

• lnput Tax Credit (ITC) of~ 1.93 crore was claimed by 189 dealers, who 
had hown purchases from selling dealer whose registration certificates 
were cancelled. However, these dealers were deemed assessed by 
Assessing Autporities resulting in wrong allowance/non-levy of input tax 
credit, interest bnd penalty of ~ 6.61 crore. 

(Paragraph 2.4.19.1) 

• In 144 cases the Assessing Authorities a llowed input tax credit of 
~ 1.44 crore cla imed by the dea lers though registration certificates of the 
sell ing dea lers from whom purchases were made already been cance lled. 
This resulted in non-levy of reverse tax, interest and penalty of 
~ 4.93 crore. 

(Paragraph 2.4.19.2) 
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r Ass¢ssing Authorities did not impose penalty of ~ 3.24 crore while 
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levying reverse tax on 117 dealers who had claimed input tax credit on the · 
goods purchased from dealers whose registration certificates were 

· canc.elled. 
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(Paragraph 2.41.19.3) 

Audit noticed that 159 dealers had irregularly claimed input tax credit in 
·respect of purchases of ineligible goods. However, Assessing Authorities 
did not levy reverse tax, penalty and interest of~ 21.04 crore. 

(Pa11rngirapllll 2.41.20) 

.H was noticed that 100 dealers had either not shown re-imported goods or 
shown less amount in their returns which resulted in non-levy of tax, 
interyst and penalty of~ 5.38 crore. 

(Pairagiraplht 2.4.23) 

State' Excise Department had issued bar licences to 11 dealers as three 
stars:

1 
and above or heritage hotels CB-category). However, these dealers 

had paid tax at lower rates on the sale of food. cooked and served by them 
treating the hotels as below three star status. The Assessing Authorities 
did rrot levy tax, interest and penalty of~ 15 .18 crore. 

(Paragraph 2.4.25J.) 

;:_ 
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2.4.1 Introduction 

The Rajasthan Value Added Tax Act, 2003 (RVAT Act) and the Rajasthan 
Value Added Ta Rules, 2006 (RVAT Rules) framed thereunder govern the 
levy, assessment and collection of Value Added Tax (VAT) in the State. 
Under RVAT Ac~ tax is levied at each stage of sales with allowance of credit 
of tax paid on pur~hases (called input tax credit) to nul lify cascading effect of 
multiple taxation . Thus, all the regi stered dealers are liable to pay tax only on 
va lue addition. The RVAT Act is administered by the Commercial Taxes 
Department (Dep 1rtment) of the Government of Rajasthan (GoR). 

The RVAT Act p ovides for registration of dealers, fi ling of periodical returns, 
self-assessment by the dea lers and business audit assessment of the cases 
selected by the Department to ascertain the correctness of levy and payment of 
tax , etc. The relevant provisions in the RVAT Act are briefly mentioned 
as under: 

Filing of 
returns by 
the Dealers 

Deemed I 
Scrutiny 
Assessment 

Section 3 read with Section 11 of RVAT Act stipulates 
that any dealer whose total turnover exceeds threshold 
limit of ~ ten lakh in a year, a manufacturer of goods 
whose annual turnover exceeds ~ five lakh and an importer 
of goods sha ll not carry on business unless he possesses a 
valid certificate of registration. Any dealer whose turnover 
does not exceed the threshold limit or deals in tax free 
goods mentioned in Schedule-I of the Act, can however, 
carry on the business as un-registered dealer. 

The registered dealer has to assess his tax liabi lity and 
furnish returns in Form VAT- JO and VAT- lON l l within 
the prescribed time to the Assessing Authority. The return 
is supported by the necessary statutory forms. 

Section 23 and 24 of the Act stipulates that every 
registered dealer who has filed annual return fo r the year 
within the prescribed time is deemed to be assessed for 
that year on the basis of annua l return fi led un less any 
error is detected on scrutiny of returns based on criteria 
prescribed by the Commissioner, Commercial Taxes. If 
any error is detected and the dealer fi les revised return 
within specified period he shall be deemed to have been 
assessed. If the dealer does not rectify errors in returns 
within the prescribed period, the Assessing Authority shall 
on the basis of material available on record assess the 
dealer to the best of hi s judgment. 
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Business 
Audit 
Assessment 

Section 27 of the Act stipulates that the Commissioner, 
Commercia l Taxes may arrange for 'audit of the business ' 
of selected registered dea lers. If on audit, the returns fil ed 
by the dealers are not found to be correct, or any 
avo idance or evasion of tax is detected, the Assessing 
Authority w ill assess his tax and other liabilities. 

Section 20 read with Section 38 of the Act stipu lates that 
the dealer sha ll depos it the tax payable on the basis of his 
accounts in such manner and at such intervals as notifi ed 
by the GoR. The tax paid by a dealer or a person shall be 
adjusted against the tax assessed and the balance of the 
amount ha ll be payable by such dea ler within thi rty days 
from the date of service of the notice. 

2.4.2 Trend of Revenue 

Actua l receipt from VAT alongwith budget estimates during the year 
2010- 11 to 201 4- 15 and increase in receipts over the preceding yea r are shown 
in the follow ing table : 

~in crore) 

Year Budget estimates Actual receipts Increase in receipts over the 
preceding year (in per celll) 

2010- 11 11 ,394.2 1 11 ,638.74 23 

201 1- 12 13,653.06 14,37 1.53 23 

20 12-1 3 16,9 12.99 16,887.48 18 

201 3- 14 19,944.29 19,490.4 1 15 

20 14- 15 23,7 12.99 22,2 14.88 14 

Source: Budget document of State Government and Finance Accounts. 

Trends of revenue are shown in the fo llowing charts : 

• Budget estimates ('{ in crorc) 

• Actual receipts('{ in crore) 

25 

Pace of increase in receipts over the l 
preceding year 

(in per cent) 
~-

20 +-~~~--,..----~~~~~ 

15 +-~~~~~~~--;;;;;;::air---

10 -r-~~~~~~~~~~ 

5 +-~~~~~~~~~~ 

0 +-~--,---~-.-~-.-~--.-~~ 

rt would be seen from the above that though the revenue increased every year, 
the pace of increase in receipts during the years 2012-13 to 2014-15 could not 
maintain trend in comparison to preceding years. However, the Department 
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had increased its revenue up to 9 1 per cent as compared to 20 I 0- 11, wh ich is 
significant. 

2.4.3 Organisational set-up 

The Department functions under the control and supervision of the Principal 
Secretary, Finance Department, Government of Rajasthan. The Department is 
headed by Commiss ioner of Commercia l Taxes. He is assisted by 
26 Additiona l Commissioners. 

The Department has 15 zones, headed by Deputy Commissioners. There are 
130 circles 1 under these zones. The asse sment and recovery of tax is 
undertaken by Assessment Authori ty at the level of Assistant Conunis ioners/ 
Commercia l Taxes Officers and Assistant Commerc ial Taxes Officers posted 
in circ les and ward respectively. 

2.4.4 Audit objectives 

The Perfo rmance Audit was conducted with a v iew to ascerta in : 

• whether the system of registration of dea lers was efficient and effective to 
bring the eligible dea lers into the tax net; 

• whether the provisions ex isting in Act and Rules were adequate to 
safeguard the ~nterest of the Department; 

• the level of compliance of the provisions ex isting in Act and Rules and 
notifications/c irculars issued thereunder; and 

• the adequacy and effectiveness o f the interna l control mechanism. 

2.4.5 Audit criteria 

The audit criteria for Perfo rmance Audit were deri ved from the provisions of 
the fo llowing Actk, Ru les and notifications/circulars issued thereunder which 
govern the system of registration, assessment and collection under VAT by the 
Department: 

State Laws 

• Rajasthan Value Added Tax Act, 2003; and 

• Rajasthan Value Added Tax Ru les, 2006; 

Central Laws 

• Central Sales Tax Act, 1956; and 

• Central Sales Tax (Registration and Turnover) Rules, 1957. 

2.4.6 Scope and methodology of Performance Audit 

The Performance Audi t on 'System of Registration, Assessment and 
Collection under VAT' was conducted between January and June 2015 
covering the period 20 1. 1-12 to 20 13- 14, wherein the assessments for the 

I 

1 Special cm:les- 25, Regular circles-73, Works contracts and leasing tax circles-12. Anu-evasion circles-20. 
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financia l year from 2009- 10 to 20 11-1 2 were finalised. Out of the 98 circles2
, 

11 c ircles3 were selected on the basis of probability proportion to size 
sampling method. These 11 circles together contributed 59 per cent of the 
VAT receipts during the years 2009- 10 to 2013- 14. Records of the office of 
the CCT and data avai lable on the departmental website 'Raj VISTA ' were also 
examined. Besides information from other Government Department i.e. 
Mines and Geology, State Excise, Central Exci e and Customs were also 
obtained and cross checked with the data available on the departmental 
website. As a Perfonnance Aud it on 'Recovery of arrears in Commercial 
Taxes Department' was conducted and incorporated in the Audit Report for 
the year ended 31March 2013, the system of collection of VAT was excluded 
from this Performance Audit. 

2.4. 7 Acknowledgement 

The Indian Audit and Accounts Department acknowledges the co-operation 
extended by the Commercial Taxe Department, their officers and staff in 
providing necessary information and records to audit. 

An Entry Conference was held on 12 February 20 15 w ith Commissioner, 
Commercia l Taxes wherein objectives, scope and methodology of 
Performance Audit were explained . The Factual Statement/Draft Paragraph 
was forwarded to the Government and the Department in August/October 
2015. An Exit Conference was held on 24 November 2015 with 
Commiss ioner, Commercial Taxes and Secretary, Finance (Revenue) 
Department wherein the findings of the Performance Audit were di scussed. 
The replies received during the Exit Conference and at other points of time 
have been appropriately considered in the relevant paragraphs. 

Audit findings 

Registration 

As per Section 3 read with Section 11 of RVAT Act, a dealer, who is liable to 
get registration, shall get himself registered under RVAT Act by submitting an 
appl ication in Form VAT-0 I. The authority competent to grant regi stration , 
after making necessary enquiry, shall grant a certificate of registration in the 
prescribed Form VAT-03 . Where a dealer is liable to be registered under the 
Act but does not make app lication for the same, the authority competent to 
grant regi tration, shall compulsory register him. The dealer is however given 
a chance to explain the reason for not applying for registration and in case the 
reasons are not found satisfactory, penalty not exceeding ~ two thou and shall 
be levied. 

2 Since a Perfonnance Audit on ' Levy and collection of VAT on works contract' was included in the Audit Report 
for the year ending 2014, 12 works contracts and leasing tax circles were excluded from scope of PA and 20 circles 
involved in anti-evasion acti vities were also excluded. 

1 pecial Circl es: Bhilwara, Jaipur-Ill, Pali and Rajasthan Jaipur. 
Regular Circles: Bhiwadi-B. Jaipur-D, Jaipur-J, Jaipur-N, Jodhpur-A, Nagaur and Udaipur-8 . 
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•• • • . .. . registered under RVAT Act is given below: 

Year :\'umber of Number of Total RC Number of 
dealers in dealers Cancellation registered 

the registered of dealers dealers at 
beginning of during the during the the end of 

the year year year the year 

2009-10 3,44,852 33,3 14 3,78, 166 1,478 3,76,688 

20 10- 11 3,76,688 39,5 16 4, 16,204 6,88 1 4,09,323 

20 11 - 12 4,09,323 49,437 4,58,760 17,9 18 4,40,842 

2012-1 3 4,40.842 45,192 4,86,034 14,529 4,7 1,505 

20 13- 14 4,7 1,505 22,087 4,93,592 37,026 4,56,566 

The above table indicates that there was an increase of 1, 11 , 7 14 i. e. 
32 per cent registered dea lers during the last fi ve years despite cancell ation of 
regi tration of 77 ,832 dea ler . 

2.4.8 Verification of dealer's status 

Rule 14 of RVAT Ru les provides that the registration authority having 
sati sfi ed that the application fo r registration is complete in all respect and is 
accompanied with, the required documents shall issue registration certificate 
(RC) within twenty four hours of receipt of such app lication . Thereafter, the 
regi tration authority or the assess ing authority shall , within forty-five days of 
such issuance, conduct an enquiry to veri fy the facts and statements made in 
the application for registration. 

In fo rmation available on RajVJSTA4 as on 6 July 2015 d isclosed that 
verification of the facts and statement made in the application for 
registration was pending in 726 ca es out of 4,554 registrations processed in 
selected circles5 for a period ranging between 46 and 365 days. 

Absence of module in this system for verification of RCs: To ascertain the 
level of compliance, the month of Apri l 20 11 was selected and it was noticed 
that 422 RCs were issued in the se lected seven c ircles6

. On being enquired, 
CTOs/ ACTOs of hese circles did not furnish the date of verifi cation of the 
facts and statements as there was no module available to monitor verification 
of RCs within stipulated period by the concerned officer. In ab ence of 
required module and des ired information, the de lay in verification of RCs 
could not be ascertained. 

The Government replied (November 20 15) that due to shortage of Junior 
Commercial Taxes Officers (JCTOs), verificati on of the statu of the newly 
regi tered dealers could not be conducted in the prescribed period. It was a lso 
tated that verification of most of the cases had been done and ome ca e 

were shown pending due to non-upload ing of verification report on Raj VISTA. 
Further, it was a lso intimated that dec laration forms were not being issued 
until verification of dealer 's status. 

4 Raj VISTA : It is a website for official use only by the Department. 
s Circles: Bhiwadi-B, Jaipur-D, Jaipur-J . Jodhpur-A and Udaipur-B. 
6 Circles: Bhiwadi-B, Jaipur-D, Jaipur-J. Jaipur-N, Jodhpur-A, agaur and Udaipur-B. 
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The Department may ensure timely verification of dealer's status to avoid 
hindrances in business to genuine dealers and any tax evas ion by 
unscrupulous dealers. 

2.4.9 Business with multiple RCs 

Section 11 ofRVAT Act read with Rule 14 ofRVAT Rules provides that a 
dealer who intends to do business at one or additional places in the State shall 
be granted one registration certificate for principal place of business and 
branch certificates will be issued for the additional places. Thus, a registered 
dealer shall be allotted only one Tax Identification Number (TIN). 

Scrutiny of information available on Raj VISTA revealed that 366 persons were 
granted 742 RCs and these dealers were doing business at two or more places 
with separate RCs for each place of business in the selected circles upto March 
20 15 . However, the Department had not initiated action to cancel the 
additional RCs of these dealers. 

Impact of double registration: Scrutiny of information available on 
RajVISTA disclosed that 37 persons having 74 RCs had opted for payment of 
tax at the rate of 0.50 per cent under Section 3(2)7 of RV AT Act either on one 
RC or on both RCs during the year 20 11-12. Scrutiny of annual returns 
disclosed that there were dealers who were not eligible to opt for payment of 
tax at the rate of 0.50 per cent under Section 3(2) as gross turnover of these 
dealers was more than the el igibility criteria. Due to non-availability of 
commodity wise details, the rate of tax on these turnovers could not be 
ascertained. This resulted in non- levy of tax of~ 14.73 lakh in few cases is 
mentioned in table 2.4.9. 

Table 2.4.9 

SI. P.\~ number" Tl' number lkakr Gross Turno\cr on I Differential 
no. catei:or~ I urnO\er '' hich tax al tax le\iabk al 

lo\\ er rail' I thl· rate of 4.5 
I \\aS paid per <·e11l I I 

I. 08 130300017 3(2) 33,95.420 
AAWPA3060A 33.95,420 1,52,794 

08720246197 VAT 93,35.454 

2. 08182154484 3(2) 59.22,683 
ACXPG1695G 1,06,68,562 4 ,80.085 

08242156003 3(2) 47,45.879 

3. 08702191931 3(2) 25,40.432 
APK.PG5912L 25,40,432 1,14,319 

08452 190565 VAT 1.60.49.523 

4. 08972558006 3(2) 51.69.6 6 
AAHPL5243M 5 1.69.616 2,32,633 

0892255876 1 VAT 12.71.996 

5. 08762553805 3(2) 57,32.469 
AARFS0965P 1,09.60,663 4.93.230 

08162560537 3(2) 52,28, 194 

Total 3,27 ,34,693 14,73,061 

7 Those dealers who had their annual turnover not exceeding ~ 50.00 lakh (up to 14 April 2011 ). ~ 60.00 lakh 
( 15 April 201 1 to 8 April 20 13) and~ 75 lak.h (after 8 April 20 13) and purchase goods from a registered dealer of 
State could opt to pay tax under this Section. The rate of tax for tl1csc dealers is 0.50 per cem only. 

~ PAN means Pemrnnent Account Number allotted by Income Tax Dcpanmcnt. 
• Due to non-availability of commodity wise details. these turnovers were treated taxable at the rate of fi ve per ce111. 
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The Government accepted the audit finding and replied (November 20 15) that 
process of cancellation of RCs or issuing branch ce11ificates where more than 
one RC was issued, was under progress. It was further stated tha t the system 
had been upgraded fo r issuing only one RC on one PA . 

2.4.10 Surety to more than four dealers 

Section 15 of RV AT Act provides that at the time of grant of obl igatory 
registration to the dealers, the initial security shall be in the fo rm of surety of 
two dealers registered under RV AT Act, and where the dea ler is not in a 
position to furnish such surety, he shall ubmit security in the form of national 
saving certificate or in ca h or in the form of three years bank guarantee of a 
nationali ed bank. As per circular dated 24 March 2009, a ingle registered 
dealer cannot fu rnish urety to more than two dealers. Fur1her, vide circular 
dated 23 September 20 I 0, thi s limit was increased to fou r dea ler . 

The Department had not evolved a system in the RajVISTA or otherwise to 
ensure compliance with the above criteri a. Scrutiny of info rmation avai lable 
on Raj VISTA disclosed that: 

• In ca e of 1,92 1 dealer , the surety wa provided by 24 1 dealers. Each 
dealer had given the surety to more than four dealers ranging between 5 to 
29 dea lers in t~e selected circles. 

• ln ca e of 8,302 dealers, the RC of either both or one of the dealers who 
had given the surety was cancelled. 

The provisions of the Act were not fo llowed and in case of default, the surety 
may not be in a position to make payment in lieu of these 10,223 dealers. 

The Government accepted the audit finding and rep lied (November 201 5) that 
a system had beert developed on Raj VISTA to ensure that a dea ler does not 
provide surety to more than four dealers. It was also stated that a module was 
being deve loped to monitor cases where RCs of the surety providing dealer 
are cancelled. 

2.4.11 Identification of dealers for registration for VAT 

Section 11 (6) of RVAT Act provides that when a dealer, who is liable to get 
regi tration, does not make applica tion for registration, the authori ty 
competent to grant registration, after affording an opportunity of being heard 
to uch dealer, shall grant him a certificate of registration under this Act. 
Survey is an important tool to detect unregistered dealers and to widen the tax 
base. The CCT instructed (September 20 I I) to conduct surveys to bring 
eligible dealers under the tax net. 

2.4. 11.1 To eva luate the level of compliance of the above instructions, 
info n11ation regarding urveys conducted by 41 AAs of se lected circles 10 wa 
sought. However, the desired information was not prov ided by I 0 AAs and 
26 AA intimated that no survey wa conducted. Five AAs had granted 
regi tration to 92 dealers on the basis of surveys conducted during the period 

1° C ircle : Bh1wadi-B. Ja1pur-D. Jaipur-J. Jaipur- . Jodhpur-A. agaur and Udaipur-B. 

23 



Audit Report (Revenue Sector) for the year ended 31 March 2015 

201 1-12 to 2013-14. Result of test check disclosed that 84 per cent AAs did 
not conduct surveys to widen the tax ba e. 

2.4.11.2 To detect unregistered dealers, infonnation was collected from 
Departments of Mines and Geology, Central Excise and Customs for the year 
2011 -1 2 and cross checked with the infonnation available on RajVISTA. PAN 
was used for cross checking the infonnation. The find ings are discussed in the 
following paragraphs. 

• Non-registration of mining lease holders 

Department of Mines and Geology, Government of Rajasthan allots mining 
lease to various persons/entities. Infonnation co llected from 14 Mining 
Engineers/Assistant Mining Engineer was cross checked with the infonnation 
made available to Aud it by Commercia l Taxes Department and it was noticed 
that 142 mine owners/ lease holders were not registered under RV AT Act 
though they had excavated minerals more than the value liable for their 
registration during the year 2011-12. These dealers could not be brought under 
the tax net and hence tax amounting to~ 9.49 crore could not be levied on the 
turnover of minerals worth~ 189.87 crore. 

• Non-registration of importers 

Infonnation collected from Central Excise and Customs Departments, cross 
checked with the infonnation obtained from the Department di sclosed that 390 
importer were not found registered under RY AT Act though every dealer 
who imported goods was 1 iable to be registered under RV AT Act. These 
importer had imported goods valuing ~ 306.07 crore during the year 20 11-1 2. 
In the absence of registration under the RVAT Act, levy, as essment and 
collection of tax of~ 6.05 crore could not materiali se on the total value of the 
goods imported by these dealers. 

These findings were based on the data for one year only i. e. 20 11-1 2; the 
actual volume may be higher if the turnover details of other years could also 
be captured. It is essential for the Commercial Taxes Department to 
investigate these cases thoroughly and take nece sary action as per the law. 
These finding highlight the need to devise a regular system for registering the 
dealers by way of obtaining information from other Government departments 
or by conducting surveys. 

The Government replied (November 2015) that Regional Economic 
Intelligence Council (Council) was fanned for co-operation among the lncome 
Tax Department, Centra l Excise and Customs Department and the 
Department. On the basis of information received during the meetings of the 
Council, action was being taken in tax evasion cases. 

In case of importer of goods, the Department repl ied that the importer detai ls 
of the Customs Department do not capture the destination/business palace of 
the importer. It was further stated that address mentioned in the PAN of the 
dealer can be of Rajasthan but he may be working in other State and thus the 
import cannot be taken as sa le in Rajasthan. 

The fact, however, remains that the Department had not used the infonnation 
avai lable with the other Departments to identi fy unregistered dea lers. Further, 
the department had not made any efforts to verify the business destination of 
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the importers who were importing goods in the State. The Department was, 
therefore, not vigi lant about identifying dealers who may be evading tax . 

T he Government may devise a regular system for registering the dealers by 
way of obtaining info rmation from other Government departments or by 
conducting surveys. 

Assessment 

2.4.12 Non-monitoring of dealers who had not filed returns 

2.4.12.1 Non-filing of returns by dea lers who collected tax 

Scrutiny of infonnation collected from se lected circles 11 disc losed that 
11 per cent dealers had not fi led returns during the year 20 11 -12. To check the 
poss ible evasion of tax by such dealers in the State, the Department was 
requested to generate a report for the year 20 11 -1 2 through Raj VISTA showing 
purcha es made from such dealers by other registered dealers. Scrutiny of the 
report provided by the Department disclosed that 6,776 dea ler had sold goods 
va luing ~ 4,201.46 crore and collected tax of ~ I 02.39 crore. However, these 
dealers had not fi led returns. 

Scrutiny of transactions of 11 2 dea lers of selected four circ les 12 available on 
Raj VISTA disclosed that these registered dea lers had sold goods valuing 
~ 7.52 crore and co llected tax of ~ 41.66 lak.h but had not submitted their 
retu rns. As per Demand and Collection Register (DC R) ava ilable on 
RajVISTA, no demand was raised against the e dea lers. T hi resulted in 
non-levy of tax of ~ 4 1.66 lakh besides interest of ~ 17.50 lak.h and penalty of 
~ 83.32 lakh. 

The Department shou ld investigate all the above cases invo lving tax effect of 
~ I 02.39 crore to check the revenue leakage. Further, the Raj VISTA system did 
not have a module to generate a report regarding turnover of the e dealers by 
using available information provided by the purchasing dealers. 

The Government accepted and replied (November 201 5) that a module had 
been developed fo r identi fyi ng the dealers who had not fi led returns or fi led 
return with ni l turnovers though they had sold/purchased goods. 

2.4.12.2 Non-assessment of dealers who had not filed returns 

A per Section 22 of R V AT Act, where a dealer has fa iled to deposit tax 
w ithin the notified period or to submit a return within the prescribed period, 
the AA shall assess tax fo r that period to the best of his judgment. However, 
no order under this Section shall be passed after the expiry of nine months 
fro m the last date for submission of return . 

A per info rmation available on Raj VJ STA, 2,2 12 dea lers of elected circles 
had not fi led the ir annua l returns for the year 20 11-12. Scrutiny of DCRs 

11 
Information provided by eight Circles: Bhiwadi-B. Bhilwara-Spccial, Jaipur-D. Jaipur-Special Rajasthan. 
Jodhpur-A. Nagaur, Pal l-Special and Uaipur-B. Informa tion not p rovided by three C ircles: Jaipur-J. Jaipur
and Jaipur-Special Il l. 

1 ~ Circles: Ja1pur-D. Jaipur-J. Jaipur-N and Jaipur-Special Ill. 

25 



Audit Report (Revenue Secto1) for the year ended 31 March 2015 

avai lable on Raj VISTA disclosed that AAs of eight circles 13 did not a ess 151 
dea lers. Further, scrutiny of infonnation provided by the Department revealed 
that out of these 151 dealers, I I dealers had collected tax of~ 3 .09 lakh on the 
ale of goods valued at~ 60.95 lakh fro m 51 registered dealers. This resulted 

in non-levy of tax, interest and penalty of~ 10.67 lakh. 

The reasons fo r non-assessment of these cases were not available on 
RajVISTA. All these cases had become time barred in February 20 14. 
Consequently, evasion of tax and los of revenue cannot be ru led out due to 
non-assessment of these cases and similar cases in other circles. 

The Government repl ied (November 201 5) that all assessments fo r the year 
2011 - 12 had been made under Section 23 and 24 of RV AT Act and where 
dealers had not submitted their annual returns, the assessments had been made 
on the basis of quarterly returns. 

The reply was not acceptable a details of assessment of the above mentioned 
cases were not avai lable in the OCR on RajVISTA which is the principal 
document for monitoring the raising of demand. 

----

2.4.13 Inadequate Return format 

The bas is for levy and collection of tax under the VAT system is the fil ing of 
co1Tect and complete return by the dealers. It is, therefore, necessary that the 
returns should be prescribed in such a manner so as to capture all the relevant 
information. Audit observed several defi ciencies in the format of the VAT 
returns as discussed below: 

2.4.13.1 Absence of information in Form VA T-1 0 relating to name of 
exempted commodity 

Goods exempted fro m tax class ified in 136 entries were mentioned in 
Schedule-I of RVAT Act. These entries were available on the Department' 
website 'Rajtax' with open access to all. For transparency and a ses ment of 
correct tax, it is essential to mention the name of the exempted commodity in 
the return fi led by the dealer. 

lt was observed that there were columns to mention the name of the taxable 
commodity. However, no co lumn was prescribed to mention the name of 
commodi ty sold as exempted goods by the dealer in the quarterl y return Form 
VAT- 10. Scrutiny of the information ava ilable on RajVISTA revealed that 
7, 101 dealers of the selected c ircles had sold goods worth ~ 37,601.02 crore as 
exempted goods during the year 2011-1 2. In absence of the name of goods, 
Audit could not ascertain whether the dea lers had correctly c lass ified the 
goods as exempted. 

Scrutiny of other information ava ilable in the assessment records of the test 
checked circles disclosed that the goods mentioned by the dealers a exempted 
were not exempted under RV AT Act. A few instances are ment ioned below: 

( i) As per entry number 172 of Schedu le -IVB ofRVAT Act, ' Sacks and 
bags, of a kind used fo r the packing of goods of jute, or of other textile base 

" Circles: Bhiwadi-B. Bhilwara-Spccaal. Ja1pur-D. Jaipur-J, Jaipur-N. Jodhpur-A, Nagaur and Udaipur-B. 
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I 
fibers' were taxab e at the rate of five per cent. However, according to entry 
number 63 of Sch dule-1 of RV tT Act, 'old jute bags and old HDPE bags' 
were exempted fo levy of tax subject to the condition that the goods were 
mentioned in the C of the sellin~ dealer. 

Test check of ass ssment recor~s of Special Circle-III, Jaipur revealed that 
two dealers (Mis . K. ;Proteins ~td, TIN 08561705747 and Mis Pinkcity Oil 
Products Pvt. Lt , TIN 08601650823) declared sale of exempted goods 
valuing~ 34.62 er re in their re~ms during the y~ar 2011-12. The AA while 
finalising the asse sments erroneously treated old bardana (bags) as exempted 
goods which was . ot mentioned in the RCs of the dealers. However, the AA 
did not levy tax o ~ 1. 73 crore llat the rate of five per cent on this turnover 
besides interest of 72.66 lakh. 

(ii) Another d aler (M/s Bharat Potteries Ltd., TIN 08371652938) had 
declared sale of oods valuing ~ 4.71 crore during the year 2011-12 as 
exempted under S hedule-1. The AA while finalising the assessment did not 
levy tax on thes goods. Scrutiny of the RC of the dealer available on 
RqjVISTA reveale that the deal~r was not dealing in any goods which were 
exempted under S hedule-I. However, in absence of the name of goods, tax 
leviable on this over could not be worked out. . 

The Government eplied (Nove~ber 2015) that details regarding exempted 
goods were not be ng obtained as 11it was not feasible in absence of Harmonised 
System of Nome lature (HSN). The Government further stated that it was 
essential for the s to veriff the goods mentioned in RC in case of 
conditional exemp ion. I . . 

The reply was not acceptable as name of exempted commod1ties had already 
I 

been mentioned i the Schedule-I of RV AT Act. Further, in absence of name 
of commodity, th AAs could ,nbt ascertain the correctness of the exempted 
turnover of the de lers even in cake of conditional exemption. 

i 
2.4.13.2 Absen e of essentiali detaiils in Form VAT-10 to verify lITC 

availe by oil c~mpa~ies 
As per notificatio dated 10 N~vember 2008, where sale of high and light 
speed diesel oil a d petrol take~ place among the oil companies within the 
State, the purchas · g oil company shall be allowed to claim Input Tax Credit 
(ITC) in respect o · such purchases to the extent of five per cent (four per cent 
upto 6 June 2010) of the net rettlil sale price or purchase price, whichever is 
less. The return orm V AT-10, however, does not contain any column to 
exhibit purchase rice and net sale price of the goods related to these 
transactions. These companies Tu.ad claimed ITC of ~ 7336 crore for the 
purchases of goo s valued ~ 1,4:67 .20 crore from each other during the year 
2011-12. The AA allowed the entire amount of the ITC claimed by the oil 
companies witho verifying thel sale or purchase price. In absence of these 
details, the correc ess of the claim of ITC by the oil companies could not be 
verified by Audit. [ 

The Government eplied (November 2015) that only three oil companies are 
working in the St e and purchasf/sales made by these companies and ITC are 
fully monitored .. owever, no regular mechanism was found or prescribed-by 
the Department ti r monitoring the correctness of the ITC chiimed by these 

'' ' '' .j· :' ,:., ' ,· " '... " ' 
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companies. The reply was also not acceptab le as in absence of columns in the 
return to capture the detai ls regardi ng purchase price and net retail sale price, 
the AAs could not ascerta in the correctness of the ITC without collecting the 
related information from the companies. 

2.4.13.3 Absence of information in Form VAT-10 and lOA relating to 
sales at subsidised price 

The State Government had inserted (March 2011) a sub-section 3A in Section 
18 of RVAT Act. Statement of objects and reasons (Finance Bill 2011-12) to 
insert the sub-section was as under: 

'In certain trades, goods are being sold and tax on such sales is being 
recovered from the purchaser, but at later stage seller provides incentive to the 
purchasing dealer in the fo rm of credit notes or subsidy etc. Such purchasing 
dealers after selling goods at subsid ised rates claim refund of tax paid at 
earlier stage. In order to check this tendency, a new sub-section (3A) is 
proposed to be inserted in Section 18 of the Rajasthan VAT Act, 2003 ' . 
Accordingly, if any goods purchased in the State are subsequently sold at 
subsidised price, the ITC allowable under this sub-section in respect of such 
goods shall not exceed the output tax payable on such goods. 

To ensure compl iance of the above provisions two information were essential 
in return i.e. incentive/d iscount/subsidy received by the purchaser and 
purchase value of the goods so ld. However, scrutiny of ' Return- Forms' i. e. 
VA T-10 and lOA revealed that there was no column to show these details. To 
check the extent of compliance by dealers, details of credit notes issued for 
incentive/discount/subsidy to the purchasing dealers by a selling dealer of 
tyres registered in circle Special-Rajasthan, Jaipur were collected for the year 
20 11 - 12 and cross-checked with the VAT returns of 55 purchasing dealers 14 

availab le on Raj VISTA. lt was observed that 22 purchasing dea lers had sold 
goods at subsidised 15 rates. However, these dealers had not shown reverse tax 
in their returns amounting to ~ 1.17 crore leviable as per Section I 8(3A). 

As per information available on RajVJSTA, the AAs while finalising the 
assessments of 20 dealers had not raised any demand. Assessments of two 
dealers were not availab le on RajVJSTA. Thus, in absence of required 
info rmation in the returns, the AAs could not levy reverse tax of~ 1.14 crore 
besides penalty of ~ 2.29 crore and interest of ~ 48.06 lakh on 20 dealers. 
Further, in four cases, the dealers had not submitted trad ing accounts with 
their annual returns. As a result, the implication of Section l 8(3A) could not 
be checked by Audit in these four cases. 

The CCT during Exit Conference assured to examine the feasibi lity of 
obtaining the information in returns. 

14 Selection of purchasing dealers was based on the highest purchases made from the selling dealer during any quarter 
of 201 l- 12. 

is ale value of goods was less than the purchase value and the dealer got incentive/discounts/subsidy. 
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2.4.14 Deemed assessments without complete information in 
returns 

Every dealer is required to make e lf-assessment of his tax li abi lity under the 
Act and to file a return in prescribed time and Form. Every return filed by the 
dealer is subject to scrutiny by the AA in accordance with the directions issued 
by the CCT. Further, the CCT issued instructions (22 April 20 l 3) that where a 
dealer has filed the return in time and has paid his tax in time, the dealer shall 
be deemed to have been assessed by the Department. However, it is implied 
that every dealer sha ll furnish a correct and complete return in respect of a ll 
transactions made by him. 

To en ure the compliance of the above provis ions by the dealers as well as by 
the A As, annual returns for the yea r 2011-12 of top 550 dealers on the bas is of 
highe t turnover in the selected circles were test checked. It was noticed that 
out of these dealers, 295 dealers were deemed assessed. Scrutiny of these 
deemed assessment ca es revea led that incomplete information was given in 
the returns by the dealers i. e. trading accounts were not fumi hed in 
69 returns, details of used declaration forms were not given in 96 returns, 
difference in figures were noti ced in 20 returns and the nature of business was 
not hown in 37 returns. Despite these shortcomings, the dealers were deemed 
assessed. Hence, these cases were required to be assessed after proper hearing 
and on the basis of material available on the record. ft was observed that in all 
these cases, the AAs overlooked the missing information in the returns while 
declaring the cases as deemed a sesscd . Thus, allowance of irregular ITC and 
short levy of tax cou ld not be ruled out. 

f n this regard, provisions regarding submi sion of information by dealers in 
other States were reviewed. It was noticed that Commercial Taxes 
Department, Kamataka issued a notification (29 April 2014) regarding on line 
ubmission of details of invo ice-wise purchase/sa le of goods including any 

debit notes or credit notes is ued or received and transfer/receipt of goods 
otherwi e than by way of sa le or purchase on departmental website. 
Implementation of similar provisions in the RVAT Act/Rules may he lp the 
Department to prevent leakage of revenue. 

The Government replied (November 20 15) that trading accou nt had been 
made a mandatory part of the VA T- 1 OA since l 4 July 2014. It was further 
stated that as regard to requirement of re-assessment of such cases, Section 26 
does not permit to take action for re-assessment just on the basis of incomplete 
information. 

The reply did not indicate the measure taken by the Department for ensuring 
correct and complete scrutiny of the returns on their submission by the dealers. 

2.4.15 Business Audit assessments 

Section 27 of RV AT Act provides that the CCT may arrange for audit of the 
business of selected 16 registered dealers to promote compliance to the Act. 
During audit, if the returns filed by the dealer are not found to be co1Tcct, or 

111 CCT may select the dealer!; on the basis of application of any criterion or on random selection basis or in respect of 
whom there are reasons to believe that detail scrutiny of their business is required. 
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any avoidance or evasion of tax is detected, the AA will issue a show cause 
notice to the dealer and after considering the reply of the dealer will assess his 
tax and other liabilities and get such order approved from his immediate 
higher offi cer before its issuance to the dealer along with the demand notice. If 
the dealer fails to submit the reply, the AA will assess the liability of the 
dealer to the best of his judgment. Further, Ru le 47(3) of RVAT Rules 
provides that after completion of the audit, the auditor shall prepare an audit 
report mentioning therein the discrepancies found, if any, at the time of audit. 
Scrutiny of the information/records provided by the Department revealed the 
fo llowing deficiencies: 

2.4.15.1 Business Audit and the resultant assessments are crucial to ensure 
revenue reali sation in a smooth manner and in bridging the gap between the 
tax due and the tax declared by the dealers. Fmther, as per Section 27(6) of 
RV AT Act, no notices can be issued for Business Audit after a lapse of five 
years from the end of the relevant year. The overall position of dealers 
selected for Business Audit and audited was as under: 

Business Total :\umber of Actual number Actual number Actual 
Audit for number of dealers to be of dealers of Business Shortfall 
the \'ea r registered selected as per selected Audit conducted (s/wrtj{1/I in 

dealers norms/criteria Mwrlfall in up to the ~·car percelllfl/~e) 

percellfaKe) 2014-15 

(I) (2) (3) (4) (5) (6) 

2009-10 3,76,688 18,834 5,776 (69) 2,570 3.206 (55) 

2010-11 4,09.323 20,466 7,3 13 (64) 2,352 4,96 1 (67) 

20 11 - 12 4,40,842 22,042 1,297 94 827 470 36 

It would be seen from the above table that there was a huge short fal l ranging 
between 36 to 67 per cent in conducting the business audit of selected dealers. 
Due to shortfall in conducting business audit, 3,206 assessment cases for 
business audit got time barred. Besides, the shortfall in conducting the 
business audit provides leeway to tax Assessing Authorities to pick and 
choose the cases for actual ly conducting business audi t and may provide scope 
for unethica l practices. 

Scrutiny of zone wise position of business audit disclosed that: 

• five zones 17 had not selected any dealer for business audit for the years 
2009- 10 and 20 10-11 ; 

• five zones had not selected any dealer, s ix zones 18 had selected only 
17 dealers and two zones 19 had selected 1280 dealers i.e. 99 per cent of the 
total selection for the year 2011-12. 

The above facts indicated that the departmental officers did not fo llow the 
instructions issued by the CCT. Failure to conduct business audit adequately 
resulted in non-ensuring the correctness of the returns submitted by the dealers 
and prevention of leakage of revenue. 

11 Zones: Bhilwara, Bikaner, Jodhpur, Pali and Udaipur. 
18 Zones: Bhilwara, Bikaner, Jaipur-I, Jodhpur. Sriganganagar and Udaipur. 
10 Zones: Alwar and Kola. 
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·. I 
The Government ac epted the audit contention and replied (November 2015) 
that business audi was not coiducted as per prescribed norms during 
the years 2009-10 t 2011-12 as.claximum time of AAs was spent in solving 
the problems relate to assessment~ and ITC verification. 

I 2.4.15.2 No audi manual was prepared by the Department even after a 
lapse of nine years . corporating various procedural and other aspects of audit 
for streamlining the audit process ~nd making it effective. Such manuals were 
prepared by Comm rcial Taxes Department of Utter.Pradesh, Maharashtra and 
Andhra Pradesh. I 

The Government re lied (Noverrib6r 2015) that instructions regarding business 
' I 

audit were issued ' om time to time through letters, circulars and detailed 
instructions had bee issued on !May 2013. 

2.4.15.3 The CC prescribed nohns in 2011, 2012 and 2013 for selection of 
five per cent of tot 1 number of r6gistered dealers for business audit. During 
the examination o the database I of the Department on Raf VISTA, it was 
observed that the ata required for selection of dealers as per norms i.e. 
dealers availing be efit under incehtive/deferment schemes, dealers dealing in 
evasion prone co odities, dealets against whoin cases of evasion/avoidance 
of tax had been noti ed, etc. were Jot available. In absence of required data for 
selection of dealers; the selection' process lacked transparency. 

The Government r plied (November 2015) that online submission of return 
was not mandatory during the r~feh-ed years and hence RajVISTA system was 
not fully effective fl r this purpo~eJ It further stated that currently the selection 

' I 

of cases was being one on scientific method. 

2.4.15.4 During • he scrutiny, df the criteria. prescribed for selection of 
dealers for Busines' Audit for the year 2009-10 to 2011-12, it was found that 
instead of selection from all types of registered dealers, selections were made 
from either the tax paying dealers or dealers who had not filed their returns. 
However, no attent.· on was given 'Ito those dealers who had filed returns with 
nil turnovers. · 

To check the pos ible evasion of tax by such dealers in the State, the 
. I 

Department was re uested to generate a report for the year 2011-12 through 
RajVISTA showin purchases inJde from such dealers by other registered 
dealers. Scrutiny o this report rHealed that 1,440 registered dealers who had 
sold goods valuin ~ 176.37 crore and collected tax of~ 11.39 crore had 
shown nil turnover in their remrbs. As per DCR available on RajVISTA, no 
demand was raise against these Uealers. This resulted in non-levy of tax of 
~ 11.39 crore besid s penalty of~ 122.78 crore arid interest of~ 4.78 crore. 

Further, as per in ormation of· DCR available on RajVISTA, the AAs had 
raised demand of 18 lakh only Jgainst 145 registered dealers, who had sold 
goods valuing~ 971.52 crore and !collected tax of~ 12.03 crore but shown nil 
turnovers in their turns. This resulted in short levy of tax of~ 11.85 crore · 
besides penalty of 23.71 crore a1d interest of~ 4.98 cro~e. 
The Government r plied (November 2015) that, conducting business audit of 
dealers who had d dared nil turll~ver was not justified as such cases are dealt 
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by anti-evasion wi ngs. However, outcome of such cases dealt by anti-evasion 
wing was not furnished. 

2.4.15.5 Deficient business audit assessments 

RV AT Act was implemented in the State since 2006. However, the CCT 
belatedly issued ( I May 201 3) guide lines for conducting audit of dealers under 
Section 27 of the RVAT Act. Thereafter, in the entire State 1,818 business 
assessments were made during the year 20 13-14 as intimated by Department 
(June 20 15). 

Scrutiny of the in formation disclosed that out of 11 circles selected for PA, the 
Department had conducted business audi t of 336 dealers during 2013-14 in 
five se lected circles20

. On being asked to provide these business audit 
assessment orders, the Department could provide on ly 182 business audit 
assessment orders pertaining to four selected circles2 1

. Business audit 
assessment orders of circle Jaipur Special-Ill had not been provided by the 
Department. The remaining six circles22 did not conduct business audit 
assessments during 2013-14. Scrutiny of these business audit asses ments 
disclosed that the AAs did not fill the prescribed questionnaire in 109 cases; 
the AAs had not fo llowed the prescribed check list in 59 cases; the income tax 
return was not cross checked in 17 cases; and the AAs had not shown even the 
name of commodities dealt by the dealers in 23 cases. The gu idelines were not 
at all fo llowed in 22 cases. Further, the business audit was not conducted in 
nine cases becau e the dealers had closed the business. 

The Government accepted the audit contention and replied (November 20 15) 
that regular AAs had conducted the business audits and due to shortage of 
time and manpower, business audit was not conducted properly. It was further 
stated that two audit circles had been now estab lished in each zone to 
strengthen the business audit and detailed instructions had been issued to 
conduct business audit effective ly. 

2.4.16 Assessment of dealers without having jurisdiction 

As per order issued by CCT (3 1 March 20 l l ), ACTO could assess the dealers 
having annual turnover upto one crore. During scrutiny of info rmation 
available on RajVISTA for the financial year 2011-1 2, it was noticed that 
22 ACTOs of selected circles23 had assessed 143 dealers having turnover of 
more than one crore. The ACTOs had, therefore, assessed the dealers without 
havi ng jurisdiction to assess them. The monitoring authorities also could not 
detect this irregularity. 

The CCT during Exit Conference stated that out of above referred cases some 
cases were examined and found that these were assessed by ACs/CTOs and 
the discrepancies could be due to non-depiction of upgraded posts. 

2° Circles: Bhiwad1-B. Jaipur-D, Jaipur-J, Jaipur-N and Jaipur-Special-Ill. 
21 

Circles: Bhiwadi-B, Jaipur-D. Jaipur-J and Jaipur-N 
22 

Special Circles: Bhilwara, Pali and Rajasthan Jaipur, Regular Circles: Jodhpur-A, agaur and Udaipur-8 . 
23 

Circles: Bhiwad1-B (3 ACTOSs). Jaipur-D (5 ACTO ), Jaipur-J (3 ACTOs). Jaipur- (2 ACTOs). Jodhpur-A 
(5 ACTOs), Nagaur (3 ACTOs) and Udaipur-B (I ACTOs). 
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2.4.17 Audit of accounts 

As per Section 73 of RV AT Act, every registered dealer, other than the dealer 
who has opted for payment of tax under sub-section (2) of Section 3 or under 
Section 5 or the dea ler or class of dea lers as may be notified by the State 
Government, shall, if hi s turnover exceeds rupees one crore in any year, get 
his accounts in respect of such year audited by a Chartered Accountant/Cost 
Accountant24 within the prescribed period from the end of that year. 

However, vide notification dated 25 February 2008, the dealers who filed 
e-returns with prescribed documents were exempted from audit of accounts 
under this Section. Further, vide notification dated 9 March 20 11 , every dealer 
was liable to submit the returns electronically. The effect of these amendments 
was that no 'dealer was liable to get hi s accounts audited by Chartered/Cost 
Accountant. 

The object of the Section 73, therefore, to get the accounts of the dealers 
having turnover of more than one crore audited was rendered ineffective. 

Thus, neither the Business Audit was being conducted by the Departmental 
officers nor the Chartered/Cost Accountants audited the accounts of the 
dealers havi ng turnover of more than one crore. 

The Goverru11ent replied (November 20 15) that Form V AT-1 OA had been 
designed to obtain almost a ll the info rmation which were avai lable in VAT 
report profonna. 

The reply was not acceptable as proforma of trading account prescribed in 
annua l return VAT-lOA does not contain the information like entry number of 
schedule in which goods sold were covered, sa le of fi xed assets, capitalisation 
of fixed assets on which ITC was c la imed as capital goods, purchase against 
declaration forms (VAT-15, C Form, H Form, etc.). Therefore, either 
proforma of V Nf-1 OA should be modified or VAT audit should be made 
mandatory. 

Input Tax Credit 

As per Section 18 of RV AT Act, ITC shall be allowed to registered dealers in 
respect of purchase of any taxable goods made within the State from a 
registered dealer to the extent and in such manner as may be prescribed for the 
purposes and the claim of ITC sha ll be allowed on tbe tax deposited on the 
basis of original VAT invoice. As per Rule 19(5) of RY AT Rules, quarterly 
return shall be submitted by the dealers a long with statement of purchases in 
FormVAT-07A and statement of sa les in Fonn VAT-08A. 

Section 6 1 of RV AT Act provides that where any dealer has availed ITC 
wrongly, the AA shall reverse such credit of input tax and shall impose on 
such dealer a penalty equal to double the amount of such wrong credit. 
Scrutiny of assessment orders and informat ion available on RajV!STA 
disclosed the following irregularities: 

24 (i) A Chartered Accountant with in the meaning of the Chartered Accountants Act, 1949 (Central Act No. 38 of 
1949); and (ii) a Cost Accountant within the meaning of the Cost and Works Accountants Act. 1959 (Central Act 
No. 23 of 1959). 
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2.4.18 Allowance of ITC without \'erification 

CCT had issued instructions in August 2009 that claim of ITC must be 
verified by the AAs within six months from the date of filing of quarterly 
return. 

2.4.18.1 Scrutiny of 35 assessment cases out of 80 assessments selected in 
four circles25 revealed that in nine cases, ITC of~ 27.19 crore was allowed by 
the AAs at the time of finalisation of assessments subject to verification at a 
later stage. However, even after a lapse of two years, verification of ITC was 
not done in these cases. Further, in 26 cases, ITC of~ I 0.56 crore was allowed 
by the AAs, without making any statement in the assessment order that 
verification of ITC was done. In these cases, Audit was not able to ascertain 
whether lTC was allowed after due verification. 

2.4.18.2 During test check of assessment records in circle Jaipur-J, it was 
noticed that a dealer M/s Omega Enterprises (TlN: 0834410 l 089) (purchasing 
dealer) had shown purchases of~ 2.40 crore from Mis Rishabh Computronics 
Ltd. (TIN: 08742200154) (selling dealer) and claimed ITC of~ 33.59 lakh 
during the year 20 10-11 and 2011-12. It was noticed that the selling dealer did 
not deposit the collected tax. Thus, as per provision of Section 18(2) of RY AT 
Act, the purchasing dealer could not avail ITC. To check the overa ll effect on 
the revenue in this case, the sa les made by the selling dea ler were cross 
verified with the ITC claimed by other purchasing dealers. 

Cross verification revealed that nine purchasing dealers had availed ITC of 
~ 84.39 lakh for the purchases made from the selling dealer (M/s Rishabh 
Computronics Ltd.) during the years 2010-11 and 2011-12. However, at the 
time of assessments of these purchasing dealers, the AAs of eight circles did 
not levy reverse tax of ~ 84.39 lakh besides interest of ~ 42.34 lakh. This 
resulted in non- levy of reverse tax amounting to ~ 1.18 crore besides interest 
of~ 59.56 lakh. 

Had the instructions of CCT regard ing verification of ITC been complied by 
the AAs, the above mentioned cases of ineligib le claim of ITC by the dealers 
could have been easi ly identified by the Department. 

The CCT during Exit Conference stated that the cases were being examined. 

2.4.19 Incorrect grant of ITC on purchases made from dealers 
whose RCs were cancelled 

To avoid penalty for irregu lar claim of ITC on the goods purchased from 
dealers whose registrations were cancelled, the website Rajtax provides 
facility to check the registration status (active/cancelled) of any dealer 
registered under RVAT Act. Further, RajVJSTA also had a module to assist the 
AAs to check such irregular ITC. Audit scrutinised the data/information 
available on Raj VISTA to ascerta in the genu ineness of the claim of ITC and 
allowance thereof. The results are discussed as under: 

25 Circles: Bh1lwara Special, Jaipur-D, Jodhpur-A and Udaipur-B. 
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2.4.19.1 It was noticed that during the period 2011-12, 189 dealers of 
I 0 selected circles26 had shown purchases of goods va lu i ng ~ 39.58 crore from 
the selling dealers whose R Cs were cancelled before the date of transacti ons. 
These dealers had claimed ITC of ~ 1.93 crore in thei r return . The e 
purchasi ng dea lers were deemed assessed by the Depa11ment. A a result, 
there was wrong allowance of ITC of ~ 1.93 crore and non- levy of penalty of 
~ 3.87 crore beside interest of ~ 8 1.24 lakh. 

2.4.19.2 In 144 cases of scrutiny assessments, it was noticed that the dealers 
had shown purcha es of good valuing ~ 20.89 crore during the year 20 11-1 2 
from the se lling dealers whose RCs were cancelled before the date of 
transactions. These dealers had claimed ITC of ~ 1.44 crore in their returns. 
However, while fina lis ing the scrutiny assessments of these purchasi ng 
dealers, the AAs of selected circles neither detected the irregularitie nor asked 
the dealers to revise the return or levied rever e tax of ~ 1.44 crore besides 
penalty of ~ 2.88 crore and interest of~ 60.58 lakh fo r claiming irregu lar ITC. 

2.4.19.3 It wa noticed that 11 7 dea lers had purcha ed good valued at 
~ 22.44 crore during the year 20 11 - 12 from the se lling dealers whose RCs 
were cance lled before the date of transactions. These purchasing dealers had 
c laimed ITC of ~ 1.62 crore in their returns. The AAs while fi nalising the 
a essments levied reverse tax fo r c la iming irregular ITC. However, the AAs 
did not impose penalty of~ 3.24 crore on irregular claim of rTC. 

In pite of availabi lity of relevant module on Raj VISTA. the AAs did not levy 
reverse tax, intere t and pena lty of ~ 14. 78 crore on the dea lers. 

The CCT during Exit Conference stated that the cases were being examined. 

2.4.20 Irregular claim of ITC 

As per Section 18( I) of RV AT Act, ITC sha ll be allowed to registered dealers 
in respect of purchases of any taxable goods made within the State from a 
registered dealer for being u ed as raw material in the manufacture of goods 
other than exempted goods for sa le withi n the State or in the cour e of inter
State trade or commerce and for being used in the State as capital goods27 in 
manufacture of goods other than exempted goods. 

2.4.20.1 There was a provision fo r hewing name of goods while c laiming 
ITC in quarterly return. However, it was noticed that the dealers did not 
mention the name of good for which ITC was claimed. Due to lack of 
in fo rmation, the AAs could not levy reverse tax on wrong availment of ITC on 
ineligible goods. To assess the impact, few commoditi es i.e. generator sets, 
firefighting equipments and transformers which were ne ither u ed as inputs 
nor used as capita l goods in manufacture were se lected fo r cross-verificati on. 
For cross-verification, 16 selling dea lers of these commodities were selected 
from the stati sti cal abstract publ ished by the Department and other avai lable 

2~ C ircles : Bh1wadi-B. Ja1pur-D. Jaipur-J. Jaipur- . Jodhpur-A. agaur. Udaipur-B Special-Bhilwara. pecial-Jaipur-
111 and Special-Pali. 

27 A;, per ection 2(7) of RVA T Act, ·capnal goods' means plam and machinery including pans and accessories 
thereof, meant for use in manu facture unless otherwise notified by the State Government from time to time in the 
Official Ga7ette. 
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information. Sales shown in VAT-08A by these dea lers were cro s verified 
with VA T-07 A of the purchasing dea lers. It was noticed that 152 dealers had 
claimed ITC of~ 64.80 lakh in respect of purchases of the ineligible goods 
valuing ~ 9.84 crore during the period 2011-12. As per information available 
on Raj VJ STA, no demand was raised against these purchasing dealers. Thus, 
ITC of~ 64.80 lakh claimed by the dealers was to be reversed and a penalty of 
~ 1.30 crore besiees interest of~ 27.22 lakh was leviable. 

The CCT during Exit Conference stated that the cases were being examined . 

2.4.20.2 Scrutiny of assessment records of se lected circles and results of 
cross veri ft cation of ITC ava iled by dealers revealed that seven dealers had 
cla imed ITC for the ineligible goods as di scussed in the fo llowing tab le: 

2. 

3. 

4. 

Mi s Hindustan Zinc 
Ltd 

T l : 080590 17658 

Year: 20 I 0-12 

Circle: Udaipur-
Special 

Mis Govind Sweets 
Pvt. Ltd. 

T l 

08434 10 1961 

Year: 20 10-12 

Circle: Ja ipur-J 

Mis Honda 
Motorcycle and 
Scooter India Pvt. 
Ltd., 

TIN: 08 13420 1066 

Year: 20 11 -12 

Circle: Bhiwadi-B 

(i) Mi s Shree Balaj i 
foods 

T IN: 08302 156940 

Air-
conditioners, 

Generator 
sets, EPABX 
system, 
fi refighting 
equipment, 
etc. 

Generator 
sets 

Wheat 

Mis Indian Oil Corporation Ltd, Bhi lwara Tl 
08041 002395(Circlc: Bhilwara-Special) had 
sold explosives to the dealer Mis Hindustan 
Zink Ltd. during the years 20 I 0-11 and 20 11 - 12. 
Cross verifica tion of the transactions disclosed 
that the purchasing dealer had cla imed ITC of 
~ 5 . 16 crore in his returns on these purcha es. 
Business o f the purcha ing dealer was mining, 
manu facturing and sell ing o f non-ferrous and 
precious metals. Since explosive was not used as 
raw materia l in the goods manu factured by the 
dealer, ITC wa not admissible to the dea ler. 
However, while finalising the assessment, the 
AA had not levied reverse tax of ~ 5. 16 crore, 
intere t of ~ 2.5 1 crore and penalty of 
~ I 0.32 crore. 

The dealer was manu facturer and seller o f 
sweets. Since these purchased goods were not 
meant for use in manu facturing o f sweets, ITC 
was not admissible. 

However, while fina lising the as essment the 
AA had not levied reverse tax of~ 4.86 lakh, 
interest of ~ 2.33 lakh and penalty of 
~ 9.73 lakh. 

The dealer was manufacturer and seller of two 
wheelers. Generator set were not capital goods 
for the dealer and hence the AA disallowed the 
ITC on generator sets. However, the AA levied 
reverse tax of ~ 6.50 lakh only instead of 
~ I 0.82 lakh and did not levy pena lty for 
irregular availment o f ITC. This resulted in hort 
levy o f reverse tax o f~ 4.33 lakh besides interest 
of~ 1.82 lakh and penalty on 2 1.64 lakh. 

The dealers were manu facturers of wheat flour. 
These dealers had availed ITC of ~ 7.68 lakh on 
the purchases of wheat during the year 20 I 0 - 11 
which was subsequently used for manufacturing 
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(i i)M/s Anand Flour o f exempted commodity i.e. wheat flour during 
Mills Bassi Tl the year 20 11 - 12. Thus, ITC was not admissible 
08504 100 129 to the dea lers. However, while finali sing the 

(iii)M/s Radha assessment, the AA had not levied reverse tax of 

Govind Food < 7 .68 lakh, interest of< 3.69 lakh and penalty 

Products of< 15.36 lakh. 

Tl :08024 100489 

Year20 11- 12 

Circ le: Jaipur-J 

5. Ml Param Products Rubber rings T he dea ler was manufacturer and seller o f pipes 
Pvt. Ltd and fittings. The dea ler purchased rubber rings 
TfN:082 I 1650892 and availed ITC o f < 3.29 lakh at the rate of 14 

Year20 1 l - 12 per cent. However, the dealer had not sold any 

Circ le: Jaipur 
goods taxable at the rate of 14 per cent. Rubber 
rings are finished goods and could not be used in 

Special-I II 
manufacturing of pipes. T hus, ITC availed by 
the dealer was not admi s ible. However, while 
fina lising the assessment, the AA had not levied 
reverse tax o f < 3.29 lakh, interest of< 1.38 lakh 
and penalty of< 6.58 lakh. 

The above cases ind icate that the dealers had availed ITC for inadmissible 
goods. However, the AAs could not detect the irregulari ty in six cases and in 
one case, the AA did not levy correct amount of reverse tax. This resulted in 
non/short levy of reverse tax, interest and penalty amounting to ~ 18.82 crore. 

The CCT during Exit Conference stated that the cases were being examined. 

2.4.21 Refunds 

As per Section 53 of RV AT Act, where any amount is refundable to a dea ler 
under the provisions of the Act, after having duly verifi ed the fact of deposit 
of such amount, the AA shall refund to such dealer the amount to be refunded. 

2.4.22 Increase in VAT refunds 

Year-wise pos ition of VAT receipts and refunds was as under: 

2010- 11 11 ,638.74 1.24 

20 11 - 12 14 ,37 1.53 14.47 

20 12-1 3 16,887 .47 88 .94 

20 13- 14 19,490.41 323.37 

It would be seen from the above table that there was onl y 106 per cent 
increase in VAT receipts during the period 2009- l 0 to 20 13- 14. However, 
there was an alarming increase of 7,086 per cent in VAT refunds duri ng the 
same period. 

The reasons for abnormal increase in refunds during the year 201 3-1 4 were 
not analysed by the Department. Audit also could not veri fy the reasons 
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behind the abnormal increase in refunds because of non-furnishing of detailed 
information by the Department. 

Lev)· of tax 

2.4.23 Escaped turnover 

Information co llected from Central Excise and Customs Department for the 
year 2011-12, cross checked with the data available on RajVJSTA disclosed 
that I 00 registered dealers had either not shown their transactions related to 
re-import of goods or shown less value of transactions The findings are 
discussed as under: 

2.4.23.1 Eighty eight registered dealers had re-imported goods worth 
~ 11 2.84 crore. However, these dealers had not shown these transactions in 
their trading accounts submitted with annua l returns. This resulted in non-levy 
of tax of ~ 1.13 crore besides interest of ~ 47.39 Jakh on escaped turnover and 
penalty of ~ 2.26 crore. 

2.4.23.2 Twelve registered dealers had re-imported goods worth 
~ 54.40 crore. However, these dealers had shown goods returned amounting to 
~ 9.90 crore only in thei r annual returns. This resu lted in non-levy of tax of 
~ 44.50 lakh besides interest of~ 18.69 lakh on escaped turnover and penalty 
of~ 89 lakh. 

The Government rep lied (November 20 15) that the re-import data of three 
dealers had been examined by the anti-evasion team and it was found that all 
the re-imported goods had been shown in the books and thus taken into stock. 

The reply wa not acceptable as the dea lers had not shown or shown Jes va lue 
of transactions related to re-import in their annual returns which form the basis 
of assessment. 

2.4.24 Goods held in stock at the time of cancellation of RC 

Section 17( 4) of RV AT Act provides that every person whose registration is 
cancelled under this Act shall pay tax in the manner prescribed in respect of 
every taxable goods held in stock and capita l goods on the date of such 
cancellation. 

During the period 2013 - 14, 20 14 dealers had got their RCs cancelled with 
effect from April 201 1 or thereafter in the selected circles28

. The info rmation 
regarding submiss ion of returns, verification of RCs and turnover according to 
last return was called for but the desired information was not provided by 
any circle. 

To assess the level of compliance, a sample of 1,532 dealers who e 
registrations were cancelled with effect from 3 1 March 2012 or 1 April 2012 
was selected. Scrutiny of infornrntion available on Raj VISTA revealed that out 
of these 1,532 dealers, 1,24 7 dealers had not filed their returns and 18 dealers 
had not submitted trading accounts with their annual returns for the year 

·• Circles: Bh1wad1-B, Jaipur-0, Jaipur- , Jodhpur-A. agaur and Udaipu1-B. 
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20 I 1-12. However, no demand was lev ied by the AAs in these case . Further, 
in seven cases, though the dea lers had dec lared c losing stock but the AAs had 
not levied tax, interest and penalty. 

It was noticed that provision of the RV AT Act regarding levy of tax in respect 
of goods/capital goods held in stock at the time of stoppage of bus iness was 
not given effect to in such cases. ln such circumstances, the possibi lity of the 
stock held at the time of stoppage of busine s, being sold ubsequent ly thereby 
causing loss of revenue to the Government on account of non-payment of tax, 
cannot be ru led out. 

2.4.25 Application of incorrect rate of tax 

As per Section 4 of RV AT Act, ale of goods is taxab le at the rate specified 
in the Schedules appended to the Act. Further Section 8(3) of RVAT Act 
provides that the State Government, by i sue of notification, may exempt from 
tax the sa le or purchase by any person or c lass of persons as mentioned in 
Schedule-II , without any condition or with such condition a may be pecified 
in the notification. To assess the level o f compliance, two commodities ;.e. 
cooked food and capita l good for which conditional exemption were provided 
were selected. The results of test check are discussed as under: 

2.4.25.1 The rate of tax on cooked food was J 4 per cent. However, the State 
Government v;de notification dated 9 March 20 J 0 exempted the restaurant and 
hotels below three stars category from payment of tax to the extent the rate of 
tax exceeded five per cent on the sa le of food cooked and served. 

Information regarding hotels having bar li cences issued by State Excise 
Department as three stars and above category hote ls or heri tage hotels 
(8-category) was collected. Scrutiny of returns submitted by these dea lers for 
the year 20 I 1- 12 revealed that 1 I dealers had paid tax at the rate of 5 per cent 
instead of correct rate of tax at 14 per cent on cooked food. This resulted in 
short payment of tax of ~ 4.39 crore bes ides interest of ~ 2.02 crore and 
penalty of~ 8.77 crore. The info rmation avai lable on Raj VISTA revealed that 
no demand wa raised by the AA at the time of as essments of these cases. 

Secretary Finance (Revenue) during Exit Conference informed that a 
committee had been constituted fo r issuing status certificates to hotel s. 

2.4.25.2 The State Government v;de notification dated 27 Augu t 2008 
exempted fro m payment of tax to the ex tent the rate of tax exceeded five 
per cent on the purchase of capital goods, their parts and accessories by a 
manufactu ring registered dealer ubject to the condition that such purchasing 
dealer of the State shall furni h a prescribed declaration fo1m to the elling 
registered dea ler of the State. 

(i) Scrutiny of the asse sment record of e lected circles29 revealed that 
five dealers had sold plant and machinery as capital goods amounting to 
~ 1.97 crore at the rate of fi ve per cent without obta ining prescribed 
declaration forms from the purchasing dealers during the period 20 J 1- 12. 
While finali sing the a sessment , the AA did not levy the correct rate of tax 

2'> Circles: Bhiwadi-B and Udaipur-B. 
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i.e. 14 per cent. This resulted in short levy of tax of~ 17.69 lakh besides 
interest of~ 7.43 lakh and penalty of ~ 35.39 lakh. 

(ii) Generating sets are used for generation of electrici ty. Thus, a selling 
dealer cannot e ll the generating sets as capital goods against declaration 
forms. During scrutiny of assessment records of circle Bhiwadi-B, it was 
observed that a dealer (Mis Honda Motor Cycle and Scooter India Pvt. Ltd. 
TIN 08134201066) had purcha ed generating sets at the rate of five per cent 
fro m selling dealer (M/s Sudhir Power Projects Ltd., TIN 08401764617). 
Cross verification of these facts with the returns of the sell ing dealer ava ilable 
on Raj VISTA revealed that the sell ing dealer had sold generating sets of 
~ 1.93 crore at the rate of fi ve per cent as capital goods during the year 
2011- 12. Further scrutiny of OCR avai lab le on Raj VISTA revealed that the AA 
(Circle Jaipur-B) did not raise demand aga inst the selling dealer for charging 
lower rate of tax. This resulted in short payment of tax of ~ 17.41 lakh besides 
interest of~ 7.3 1 lak.h and penalty of~ 34.82 lakh. 

The above observations revealed that the Department had not developed an 
effective system to check the misuti lisation of declaration forms30 issued by 
the purchasing dealers for purchase of goods at concessional rate. Further, 
there was no provision in the RY AT Act regarding imposition of penalty for 
misuti li ation of declaration fonn s by purchas ing dealer. 

2.4.26 Irregular allowance of exemption from tax 

As per Rule 2 1(1) of RVAT Rules, a dealer. who c la ims partial or fu ll 
exemption from payment of tax on sale of goods to another dealer in the State 
or in the cour e of export of goods out of the territory of India, shall fumi h 
declaration form/certificate prior to the date of filing of annua l return. 
Provided that the CCT on being satisfied and after recording reasons for doing 
so, may by notification in the Official Gazette, extend the period of fu rnishing 
such declaration form/certificate for a period not exceeding one year. Provided 
further that fo r the as essments completed up to 30 September 2012, 
the dea lers were allowed to fumi h declaration forms/certificates up to 
30 June 20 13. 

During test check of assessment records of selected circles31
, it was noticed 

that demand of~ 1. 15 crore was reduced during the year 2013-14 by AAs on 
submission of declaration forms by eight dealers after prescribed time. It was 
noticed that these dec laration fonns were accepted in-contravention of above 
mentioned rule. Th is resulted in irregu lar reduction of demand of 
~ 1.1 5 crore. 

The Government rep! ied (November 20 15) that Rules had further been 
amended on 9 March 20 15 as fo l lows ' Prov ided further that for the assessment 
completed upto September 30, 20 14 the dealer may furni sh the declaration 
fo rms or certificates upto June 30, 20 15 '. ln the light of above amendment, the 
declaration forms/certi ficates submitted during the year 20 13- 14 was valid. 
The reply was not correct as the amendment for ex tension of time period was 

JO The purchasing dealer can issue a self-printed declaration fonn for purchase of capital goods on concessional rate 
without any penn1ss1on from the Depanment. 

" Circle: Bhtlwara-Special. Jaipur-Spectal-111, Ja1pur-J and Uclaipur-B. 
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noti tied on 9 March 20 15 and the AAs were not empowered to reduce prior to 
the notification the demand. Thu acceptance of declaration wa incorrect. 
This was again pointed out to the Department and Secretary Finance 
(Revenue) directed the Department to prescri be a time limit for ubmission of 
declaration forms/certificates. 

2.4.27 Short/Non-levy of intere~t _ _ _ _ ___ _ _ 

As per Section 55 of RY AT Act, where any dealer commits a default in 
making the payment of any amount payable by hi m w ithin the specified time, 
he sha ll be liab le to pay interest on such amount at 12 per cent per annum for 
the peri od commenc ing from the day immediately succeeding the date 
pecified for such payment and ending with the day on wh ich such payment is 

made. 

Scrutiny of the records of selected circles31 revealed that in 408 case , the 
dealers had deposited demand of ~ 1. 15 crore with delay ranging between 
3 to 232 months. It was noticed that neither the dealer had depo ited the 
interest at the time of depo iting the demand nor the AAs demanded the 
interest fo r the delayed depos it of the demand even at the time of making 
entries in the next year's OCR. This resulted in non-ra ising of demand for 
interest of ~ 49.55 lakh. 

2.4.28 Non-mQnitoring of declaration required to be carried with 
the goods in movement for import ______ _ 

As per Rule 53 of RVAT Rule , a regi tered dea ler, (i) who imports from any 
place outside the State, any taxable good , as may be notified by the State 
Government, for sale; or (ii) who receives any taxable good as may be 
notified by the State Government, consigned to him from outs ide the State or 
by way of branch transfer/depot tran fer/stock transfer; or ( ii i) who intends to 
bring, import or otherwise receives any taxable goods as may be notified by 
the State Government, from outside the State for use, consumption, or di posal 
otherwise than by way of sa le; sha ll fu rni sh or cause to be furn ished a 
declaration in form VAT-47, completely fi lled in all respect in ink and ensure 
that the value, date and month of use of such forn1 sha ll be punched at the 
pecified place provided for in the fo rm. The counterfoi l of the dec laration 

form shall be reta ined by such dea ler and its portions marked as 'Original' and 
'Duplicate' sha ll be carried with the goods in movement. Further, the registered 
dealer shall submit a statement of import of goods in Form VA T-48 along 
w ith the duplicate portions of Form VAT-47 and in case the origina l portion of 
the Form VA T-47 has not been reta ined by any officer, it shall al o be 
furn ished along with dupli cate portion of Form VAT-47 to the as ess ing 
authority along with the return. 

Scrutiny of 284 VA T-4 7 form s used and available in the asses ment records of 
22 dea lers of selected circles33 d isclosed that the dealers had subm itted 
incomplete fo rms as shown in the fo llowing table: 

12 C ircle: Bhiwadi-B, Jaipur-D. Jaipur-J , Jaipur-N and Udaipur-B. 
" C ircle: Bhiwadi-B (6 dealers), Jaipur-J (6 dealers). Jaipur Special-Ill (5 dealers) and Pali-Special (5 dealers). 
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SI. Description of shortcomings '.'lumber of '.'lumber of 
no. dealers forms 

I. Del.ai ls were not fi lled by the con igner 22 174 

2. Details were not fi lled by the transporte r 19 98 

3. Dealers had not punched the value 22 254 

4. Dealers had not punched the date of the 22 254 
use of the forms 

With a view to prevent or check avo idance or evasion of tax, check-posts were 
set-up by CCT at 63 places in the State. However, these check-posts were 
abolished with effect from I May 2008. Due to non-ex istence of any check
posts, VAT-47 fo rm is the only control in ex istence to check unauthori sed 
movement of the goods. The above VA T-4 7 fo rm declared movement of 
goods worth< 38.08 crore. However, due to the above de fi ciencies, possibili ty 
of non-accounting/short accounting of goods purchased from outs ide the State 
by these dealers cannot be ruled out. 

The Government replied (November 20 15) that with effect from I July 2015, 
the dealer having annual turnover of < 25 lakh in the year 2014-1 5 or any 
succeeding year is under obligation to generate V AT-4 7 A through offi cial 
website. Therefore, no blank or incomplete form can be generated. 

The Department may monitor the declaration forms used prior to 1 July 20 15 
to prevent any leakage of revenue and ensure submission of statement in form 
VAT-48 alongwith used VAT-47 forms. 

2.4.29 Internal control system 

Internal controls are intended to provide reasonable assurance of proper 
enforcement of laws, rul es and departmenta l instructions. Monitoring is the 
key component of the internal control system. The ex istence of continuous and 
effecti ve monitoring system is essential to secure the success of the internal 
control system. In order to ensure effecti ve tax management, CCT issues 
in tructions to the fie ld formations regarding jurisdicti on for assessments, 
scrutiny of returns, verification of ITC, business audit etc. However, non
adherence to such instructions by the fi eld fonnation as di scussed in preceding 
paragraphs and non-monitoring of its compliance by the higher authorities is 
indicative of weak control mechani m. Further, the fo llowing shortcomings 
were noticed : 

2.4.29.1 As per Secti on 24 of RV AT Act, every return furnished by a 
registered dealer hall be subject to such crutiny as may be determined by the 
CCT, to verify its correctness and if any error is detected, the assess ing 
authority shall serve a notice in the prescribed form on the dea ler to rectify 
the error. 

It was noticed in the selected circles that no register was ma intained by any 
AA to monitor the compliance of the notices issued to the dealers. In absence 
of such register, it was diffi cult to ensure that compliance was made by the 
dealers and in case of non-compliance, if any, penal action was taken. 

Further, the AAs issue pre-revision notices whenever they find defects in the 
completed assessments. The Department had no mechanism to watch w hether 
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any action had been taken on such notices issued by the AAs. Consequently, 
tax evas ion by the dea lers who did not comply with the notices cannot be 
ruled out. 

Secretary Finance (Revenue) during Exit Conference directed the Department 
to issue all notices through the online system. 

2.4.29.2 CCT issued ci rcu lar (3 January 2008) and instructed AAs to 
maintain OCR in the prescribed form. Scrutiny of DCRs maintained by five 
AAs of circle Jaipur-J revealed that these AAs had kept 52 seri al numbers of 
DCRs (20 12-13 and 2013-14) blank at the time of making entries regarding 
assessments orders. Further, these AAs had used one seri al number of DCR 
twice by using sub-number in case of making entries of 30 assessment orders. 
These irregularities put a question mark on the authentic ity of the DCRs. 

CCT during Exit Conference stated that presently DCRs were being 
maintained on RajV!STA. 

2.4.29.3 It was noti ced that there was no control mechanism to watch 
whether all entries of outstanding demands had been carried forward by the 
AAs in the OCR of the current year. During test check of DCRs 
(Year 20 13- 14 and 20 14-1 5) of circles Jaipur-J and Jaipur-N, it was noticed 
that demand of~ 3.96 lakh outstanding in 28 cases was not carried forward in 
the DCRs of the next year by two AAs34

. This resulted in deletion of demand 
of~ 3.96 lakh from DCRs. 

CCT during Exit Confe rence stated that presently DCRs were being 
maintained on Raj VISTA. 

2.4.29.4 RV AT Act provides for tax deduction at source, its timely 
remittance to Government account by the awarder and in case of violation of 
statutory provisions, penalty on the awarder. It was noticed that neither any 
control register r.;ior individual files of the awarders were prescribed for 
monitoring the submission of monthly statement up to the year 20 13. As a 
result, the AAs did not have any mechanism to ensure that awarders had 
correctly deducted TDS and deposited it in time. Thereafter, CCT issued 
(19 July 20 13) instructions to maintain prescribed registers to monitor the 
awarder' s liabilities. On being enquired by Audit, the prescribed registers were 
not provided by the selected c ircles35 for scrutiny. It could not, therefore, be 
ensured whether registers were maintained by these c ircles or how the 
awarder' s liabilities were ascertained by AAs. 

2.4.30 Conclusion and Recommendations 

VAT is a significant component of the State revenues. Any leakage of tax wi ll 
have a serious impact on the Government' s revenue and its ability to balance 
budget. A sound system for registration, assessment and collection of VAT is, 
therefore, essential for successful implementation of taxation system. The 
Department has introduced some significant changes like online filing of 
returns by dealers and assessment thereof, verification of ITC claims through 
IT module, etc. However, the fo llowing areas require special attention: 

3' C ircle: Jaipur-J ACTO ward Ill and Ja ipur-N ACTO ward Ill. 
31 Circle: Bhilwara-Special. Bhiwad i-B, Jaipur-D, Jaipur-J , Jaipur-N. Jodhpur-A. Jaipur-Special 111, Pali Specia l. 

agaur and Udaipur-B . 
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· 1t
1 Mecnanisms in the Department · to unearth ·dealers who are liable for 

registration were inadequate. The Government may consider incorporating 
a provision in RVAT Act for obligatory registration of every mining lease 
holder of taxable minerals and requesting the Central Excise & Customs 
Department to add a column in the 'bill of entry form ' for TIN of the 
importing dealers to easily identify the importers. The Government may 
also consider devising a system to use ieformation available with other 
departments/within the department so as to bring eligible unregistered 
dealers into tax net. 

01 Returns formats were inadequate to capture essential details to· ascertain 
the correct tax liability of the dealers. Further, the dealers had furnished 
incomplete returns or contradictory information in the returns. 
Enforcement of provision relating to scrutiny of returns as well as 
monitoring was poor. The Government may consider _modifying the 
prescribed format of the returns in order to make them more compatible 
with the provisions of the RVAT Act/Rules. The Government may also 
consider -improving the system of RajVISTA to ensure that incomplete 
returns are not accepted Till such change is made in the RajVISTA, the 
CCT may direct the AAs to scrutinise incomplete returns. 

I 

il ! There' was lack of compliance to the provisio:n of RV AT Acts/Rules and 
large numbers of dealers who had collected tax were either not filing 

i returns or filing returns with nil turnovers. The Government may consider 
formulating modules in RajVISTA to check tax evasion by dealers who file 
returns with nil turnovers or do not file returns. The.Government may also 
considering incorporating a provision in RVAT Rules to upload 
invoic(!-Wise details of all purchases, sales, purchase returns, sales 
returns, credit/debit notes by dealers as provided by Commercial Taxes 
Department, Karnataka; 

• Business Audit being a vital part of the tax administration was neglected, 
as there was shortfall in conducting business audit up to 67 per cent of 
selected cases and 3 ,206 cases got time barred. The Government may 
strengthen the process of Business Audit to plug leakage of revenue. It may 
also consider preparing a Business Audit manual to streamline the 
Business Audit process~ 

I 
These recommendations were also discussed dilling Exit Conference. The 
Secretary, Finance (Revenue) assured to adopt the recommendations after due 

I 

examinatibn. · 
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2.5 Non-levy of Penalty 

As per Section lOA read with Section lO(d) of the Central Sales Tax Act 
(CST Act), 1956, if any person, after purchasing any goods for any of the 
purposes specified in clause (b) of Section 8(3) fai ls to make use of the goods 
for any such purpose spec ified, the authority who granted to him a certificate 
of registration under this Act, after giving him a reasonable opportunity, may 
impose upon him by way of pena lty a sum not exceeding one and a half times 
the tax lev iable in respect of sale of the goods w ithin the State. 

During test check (June 2014) of assessment records of Commerc ial Taxes 
Officer, Circle B, Udaipur, it was noticed (Ju ly 20 14) that a dealer (Mis The 
Lake Palace Hotel & Motels Pvt. Ltd.) who dea ls in hotel business, purchased 
electri cal & electronic goods, furniture, lift and bath fitting accesso ri es, etc, 
from other State in support of form 'C ' valuing ~ 139.58 lakh during the years 
2010- 11 and 20 l 1- 12. These goods were not used for the purposes as specified 
in clause (b) of sub-section (3) of Section 8. The dealer was, therefore, liable 
for a penalty of~ 29.3 1 lakh , i.e. one and half time of tax leviable at the rate of 
14 per cent on these goods. The Assessing Authori ty while finali sing the 
assessments (Febrnary 20 13 and March 20 14) of the dea ler did not take any 
action for imposition of penalty. 

The omission was pointed out to the Department (July 20 14) and reported to 
the Government (March 2015). Government intimated (July 20 15) that 
demand of VAT and CST of~ 60.29 lakh had been raised and ~ 6.03 lakh had 
been recovered. Reply on remaining recovery is awa ited (November 20 15). 

2.6 Incorrect grant of benefit of Composition Scheme to the 
Petroleum dealers 

-------- - - -- - --- - - - ~ - -- -

Government by issue of a notification dated 9 M arch 2007 under Section 5 of 
the RV AT Act, 2003 noti fied a Composition Scheme for registered dea lers 
havi ng retail outlets of petroleum companies, permitting such dealers to opt for 
payment of composition amount in lieu of tax on sale of lubricant, yellow 
cloth , and fan belt. According to paragraph 5.04(i i) , where a dealer has fa iled to 
deposit the compos ition amount in the period specified, he shall be a llowed to 
continue to avail the benefit of the scheme on fulfillment of condition that he 
shall deposit the whole of the amount which has become due under the scheme 
along w ith interest thereon at the rate notified under RV AT Act. Besides, he 
shall also deposit a late fee amounting to 25 per cent of the due compos ition 
amount if he deposits the due insta llment w ithin three months of the due date. 
This late fee shall be 50 per cent of due amount if he deposits the due 
instalments after aforesa id period of three months but before 3 1 March of the 
relevant financial year, and thereafter he sha ll not be e ligible fo r the benefits 
under the scheme. 

The Government vide notification dated 2 1 June 20 12, amended the above 
notification dated 9 March 2007 and a llowed benefits of scheme to the dea lers 
who had fu rnished the details of the ir turnover to the assessing authority for the 
peri od prior to 3 1 March 20 11 but fa iled to deposit composition amount or late 
fee or interest before 3 151 March of relevant year. It was requ ired in the 
amendment that the defaulting dealer sha ll depos it the w hole of the amount 
which had become due under the scheme along w ith interest thereon at the rate 
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notified under RV AT Act in addition to a late fee amounting to 100 per cent of 
the due composition amount by 15 Jul y 20 J 2. 

During test check (June 2014) of the assessment records of Commercia l Taxes 
Officer, Circle 'C' Bhilwara fo r the period 2011 - 12 to 2013-14, it was noticed 
(June 2014) that fi ve dealers who had opted for Composition scheme for 
registered dea lers having retail outlets of petroleum companies, failed to 
depo it the prescribed compo ition amount and late fee within the specified 
period . Due to non-compliance of condition of the scheme, the dealers were 
not e ligible for the benefit under the scheme. However, the Assessing 
Authority did not initiate action against the dea lers for regular assessment 
under RVA T. This resulted in non-levy of di fferential amount of tax of 
~ 13. 19 lakh and interest of~ 5.57 lakh . 

The omiss ion was pointed out to the Department (Jul y 20 14) and reported to 
Government (April 201 5). The Government replied (July 2015) that demand 
of ~ 13 . 19 lakh fo r tax and ~ 7 . 14 lakh fo r interest had been raised and 
~ J 0.62 lakh had been recovered. Reply on remaining recovery is awaited 
(November 20 J 5). 

2.7 Non-levy of Entry Tax 

By i sue of notifications dated 8 M arch 2006 and 9 March 20 I I under 
Section 3(1) of the Rajasthan Tax on Entry o f Goods into Local A rea Act, 
1999, the State Government specified the tax payable by a dealer in respect of 
the spec ified goods brought into any local area for consumption or u e or sa le, 
at such rates as shown in the notification . 

During test check (between June 2014 and February 2015) of Entry Tax 
asses ment records with VAT assessment record of eight Commerc ia l Taxes 
Offi ces36

, it was noticed that 16 dealers purchased various goods amounting to 
~ 35. 7 1 crore from outside the State during the period 2009-1 0 to 20 12-1 3 for 
consumption or use in business on which entry tax was leviable. However, 
these dea lers did not pay any entry tax. The Assessing Authority, while 
fi na lising the entry tax assessment of the dealers, fail ed to link the purchases 
made by these dea lers with the purchases hown in the documents enclosed 
with VAT returns (Form VAT-47, 'C' form, Audit Report and VAT- IOA) to 
levy entry tax. This resulted in non-levy of entry tax of ~ l.2 1 crore and 
interest of~ 45.41 lakh (up to March 2014). 

The omission was pointed out to the Department (between July 2014 and 
Apri l 20 15) and reported to the Government (April 201 5). The Government 
replied (August 201 5) that demand of~ 1.60 crore (entry tax ~ 7 1.02 lakh, 
interest ~ 32.53 lakh and penalty ~ 56.65 lakh) had been raised and 
~ 49.35 lakh had been recovered. Reply on remaining recovery is awaited 
(November 20 15). 

'
6 CTO Spl. Pali, CTO Sikar, C'TO 'B' AJmcr, CTO (WT) Bharatpur . CTO 'B' Udaipur, CTO Spl.-Vll Jaipur, CTO 

Spl- 11 Bh1wadi and CTO 'C' Jaipur. 
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CHAPTER-III 
TAXES ON VEHICLES, GOODS AND PASSENGERS 

3.1 Tax administration 

The receipts from the Transport Department are regu lated under the provis ion 
of the Central and the State Motor Vehic le Acts and rules made thereunder and 
are under the administrati ve contro l of the Transport Depa1tment. The rece ipts 
fro m road tax and spec ial road tax are regu lated under the provisions of the 
Rajasthan State Motor Vehic les Taxation (RMVT) Act 195 l , the rules framed 
thereunder and notification issued from time to time which are administered 
by the Transport Comm is ioner of the State. 

The Transport Depart ment is headed by the Transport Commissioner and is 
as isted by 5 Additiona l Transport Commiss ioners and 13 Deputy Transport 
Commissioners. The entire State is di vided into 11 regions, headed by 
Regional Tran port Officers (RTO) cum ex officio Member, R egional 
Tran port Authority. Besides, there are 37 vehic les registration cum taxation 
office headed by District Transport Officers (OTO). 

3.2 Internal audit conducted by the Department 

The Department has an Internal Audit Wing under the charge of Financial 
Advi er. This Wing has to conduct test check of cases of assessment as per the 
approved action plan and in accordance with the criteria laid down by the 
Steering Committee o a to ensu re adherence to the provis ion of the Act and 
Rules as well as Departmental instruction i sued from time to time. 

The pos ition of last fi ve years of internal audi t was as under: 

Year Units Units due Total Units audited Units S llO'rt fa II 
pending for audit units during the remaining in 
for audit during the due for )·ear unaudited per cent 

year audit 

20 10-11 6 43 49 49 - -

20 11 - 12 - 43 43 43 - -

20 12-13 - 43 43 43 - -

20 13- 14 - 43 43 39 4 9.30 

20 14-15 4 5 1 55 45 IO 18.18 

It was noticed that 13,039 paragraphs upto 20 I 4-1 5 were outstanding at the 
end of 20 14-15. T he year-wise break up of outstanding paragraphs of internal 
audit reports is as under: 

There were 8,485 paragraphs of internal audit reports which pertained to the 
period prior to 2009-10. The huge number of outstanding paragraphs indicates 
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that the Department needs to pay more attention for settlement of the 
observations raised by the internal Audit Wing. 

The Government may issue appropriate instructions to the Department fo r 
early di sposal of outstanding observations raised by the Internal Audit Wing. 

3.3 Results of audit 

During test check of the records of 28 units during the year 2014-1 5, audit 
noticed irregularities in 7,470 cases invo lving ~ 33.48 crore. These cases 
broadly fall under the following categories: 

~in crore) 

A Paragraph on ' Road Safety measures 
Transport Department ' 

2. on/short payment of tax, penalty, interest and 3,934 10.64 
compounding fees, etc. 

3. on/short determination o f tax, computation of 3,5 13 12.90 
motor vehicle tax/special road tax. 

4 . Other irregulari ties 22 0.43 

Total 7,470 33.48 

During the year, the Department accepted underassessment and other 
irregularities of ~ 14.72 crore in 6,004 cases, of which 1,766 cases involving 
~ 5.08 crore were pointed out in audit during the year 2014- 15 and rest in 
earlier years. During the year 2014-1 5, an amount of ~ 5.03 crore wa 
recovered in 2,29 1 cases, of which ~ 1.25 crore in 421 cases were po inted out 
in 2014-15 and the rest in the earlier years. 

A paragraph on 'Road Safety measures in Transport Department' involving 
revenue of ~ 9.51 crore and few illustrative cases involving ~ 26.1 5 crore are 
discussed in the paragraphs from 3.4 to 3.9. 
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3.4 Road Safet~· measures in Transport Department. 

3.4.1 Introduction 

The Central Government approved a National Road Safety Policy ( 15 March 
20 10) which outlines the policy initiati ves to be undertaken by the 
Government at all level to improve the road safety and traffic management 
activiti es in the Country. The policy in itiatives included, inter alia, rais ing 
awareness about road safety issues, ensuring safer road in frastructure, safer 
vehicles, safer drivers, enforcing safety law , etc. 

No road safety policy has been fonnulated in the State so fa r. However, the 
Government of Raja than constituted ( 18 March 20 I 0) a high power 
commi ttee under the chairmanship of Additional Chief Secretary to make an 
action plan fo r enhancing road safety mea ures and reducing road accidents. 
The committee prepared short term and long tenn action plans that were 
circulated ( 16 August 20 10) by the Government to concerned Departments for 
compliance. 

Though it was the joint re ponsibi lity of concerned Departments 1 to ensure 
that action plans were implemented within the allocated timeframes, the 
Transport Department was responsible for formulating plans and programmes 
fo r en uring road safety and monitoring their implementation. The sal ient 
fea tures of the action plan relating to the Transport Department, in which 
compliance was not en ured properly within the prescribed time limit, were a 
below: 

(A) Short Term Action Plan 

I. Strengthen the proces o f issuing dri vi ng licences. 2 Months 

2. Mandatory use of he lmets in the State for driving two wheelers; 6 Month 
Provide breath analyser to fl ying squad of the Department fo r test of 
drunken driving. 

3. Strict prevention of over loaded goods vehicles; Ensure s trict act ion 
against use of mobile during driving; lnvestiga1e the reasons of Continued 
accidents. 

(B) Long Term Action Plan 

I. Establish a Road Safety Fund for road afety measure ; Strengthen the 
Department to make the scheme for investiga tion of accident cases 
under Section 135 of the MV Act 1988. 

2. Establish checking plaza and computerised weighbridges at tax 
collection centres on interstate boundaries and res identia l motor 
drivers tra ining ins ti tu tes at zonal and district level; Make available 
modern equipment viz. inte rceptors, speed radar gun, breath analyser 
etc. with all fl ying sq uads for testing of vehicles; Create wayside 
amen itie for rest and recuperation of driver at hig hways. 

I Year 

2 Years 

1 Finance, Police, Public Works. Education. Health. District Administration. National I lighway Authority. Non -
Government Organisations ( GOs), etc 
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3.4.2 Objectives and scope of Audit . 

T he audit of road safety measures undertaken by the Transport Department 
was taken up with a view to ascertai n the efficiency and effectiveness of the 
Department in implementati on of the action plan made for augmenting road 
safety measures . Out of 33 districts in Rajasthan, we selected eight districts2 

(25 per cent selection) on the basis of probabil ity proportion to size sampling 
(PPS) method. Records perta ining to five RTOs and three DTOs for the period 
from 20 J J -12 to 20 13- 14 were test checked during audit. 

3.4.3 Trend of road accidents in the State vis-a-vis causes 

The number of road accidents in the State and resultant casualties dming 
2011- J 2 to 2013-14 vis-a-vis the a 11 India statisti cs on road accidents are given 
below: 

(In numbers) 

Year: State statistics !'iational statistics 

No. of road Loss of Persons No. of road Loss of Persons 
accidents lives injured accidents lives injured 

2011 23,245 9,232 28,666 4,97,686 1,42,485 5, 11 ,394 

201 2 22,969 9,528 28,135 4,90,383 1,38,258 5,09,667 

20 13 23,592 9,724 27,424 4,86,4 76 1,37,572 4,94,893 

Total 69,806 28,484 84,225 14,74,545 4,18,315 15, 15,954 

Source: Ministry of Road Transport and llighways, Gol and Statistical Abstract of the Department. 

It may be seen from the above that in 69,806 road accidents in the State, 
28,484 lives were lost. This was s ignificantly higher than the national average 
loss of li ves in accidents as the fatality ratio in the State was one against 2.45 
accidents as against the national ratio of one is to 3.52 accidents. The details of 
the causes of road accidents are given in the table below: 

(In numbers) 

Year Fault of Fault of Bad road Bad M"han;<al Catt!•/ I Olhm I Total 
driver passengers condition weather defects in cattle 

vehicles carts 

2011 22,576 5 282 14 16 - 352 23,245 

2012 21 ,939 16 209 30 28 4 743 22,969 

20 13 22 .120 - 203 76 72 14 1.107 23,592 

Total 66,635 21 694 120 116 18 2,202 69,806 

Source: Statistical Ab; tract of the Department. 

It would be seen from the above that 95 per cent of the road acc idents were 
due to fa ult of drivers wh ich necess itated better licensing system and its 
enforcement alongwith training and education for drivers. 

However, it was noticed in eight test checked R TOs/DTOs that enforcement 
measures were lacking and there were many shortcomings in compliance of 
action plans as well as in other remedial measure essential for road safety as 
di scussed in the succeeding paragraphs. 

2 RTO : Bikancr. Dausa. Jaipur. Kota and Udaipur: OTO: Banswara. Jhunjhunu and Rajsamand. 
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Audit Findings 

3.4.4 Short Term Action Phm 

3.4.4.1 Compulsory wearing of helmets for driving two wheelers 

As per Section l 29 of MV Act, 1988 read with Rule 8.28 of RMV Rules 1990, 
every person driving or riding on a motor cycle includ ing any two wheeled 
motor vehicle shall, wh ile in public place, wear a protective headgear, i.e. 
helmet conforming to the standards of Bureau o f Indian Standards to protect 
from injury in the event of an accident. The State Government vide 
notification dated 5 July 2002 granted relaxation in case of pillion riders and 
Sikh drivers wearing turban and exempted areas other than the municipal 
limits of all district headquarters of the State. Further, as per action plan of the 
Government regarding road safety po licy, wea ring of helmet by drivers of two 
w heeled vehic les in the who le State was to be implemented w ith in six months. 

During scrutiny of fi les regarding District Level Traffic Management 
Committecs3 (TMC) meetings at selected units, it was noticed that action plan 
fo r wearing of he lmets by dri vers of two wheeled vehicles was discussed 
repeatedly in TMC meetings. It was further noticed that the State Government 
granted ( I A pril 20 15) relaxation to pi llion riders in areas other than the 
municipal limits of Divis iona l Headquarters o f the State and exempted areas 
other than the municipal limits of all municipali ties of Rajasthan State. Finally, 
the Government implemented (28 October 2015) the prov isions of the said 
rule in the w hole State by rescinding the notification dated I April 20 15. The 
delay in implementation of the action plan relating to mandatory use of 
helmets in the State reflected slackness on the part of Department/ 
Government. 

Ana lysis of data regarding vehicles involved in road accidents disclosed that 
almost 22 per cent of acc idents invo lved two wheelers but no challan for not 
wearing helmets by two wheeler drivers was found to have been made by the 
Transport Department in test checked challans at the se lected units. 

3.4.4.2 Creating public awareness through observance of Road 
Safety Week 

Road Safety Week (RSW) is observed throughout the country during the first 
week of January every year. In Rajasthan also, various activities such as 
advertisement on road safety, street plays, cycle rallies, quiz competitions, 
debate competitions are organised by RTOs/DTOs during RSW. 

Audit noticed that duri ng the period 201 1-1 4 , though programmes of the RSW 
were prepared by the Department and the concerned TMCs, yet no funds for 
the purpose were allocated to RTOs/DTOs by the Department except 
allocation of~ I 0.50 lakh during 20 12- 13 to four RTOs/DTOs

4
. 

' Constituted by the State Government on 28 June 2008 under Section 215(3) for each district in the Stale to 
discharge functions relating to the road safety programmes. 

• RTO: Chhitorgarh and Jaipur; DTO: Bharatpur and Dholpur. 
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Some welfare organisation/NGOs were asked to develop aud io visual 
presenlations, films in local language, interactive games, quizzes, folk songs, 
etc. to create road safety awareness amongst the people. The expenditure of 
~ 30.08 lakh incurred on these activities by 12 NGOs during 2012-13 was 
funded by the Government. 

3.4.4.3 ~on-implementation of V AHA!\ Enforcement Module 

Manual documentation of enforcement activity against vehicles/drivers po es 
a challenge in maintaining/retrieving a history of offences/offenders. The 
V AHAN software was designed by NIC to automate the management of complete 
infonnation related to vehicle registration. Enforcement Module of V AHAN 
software was designed to capture the worki ng of the enforcement wings. With 
the launch of VAHAN enforcement module, offence cases were to be fed daily 
in the computer database. The database was to be shared on the State and 
Nationa l Register of vehicles for easy retrieval of history of offences and for 
identifying and taking stringent action against repeat offenders. 

During test check of selected offices, it was noticed that though 'VAHAN ' 
was functional in al l field offices, yet enforcement modu le was not in 
operat ion. It was further noticed that offline entries of challan issued against 
the offending vehicles were being captured subsequently in Enforcement 
Module of V AHAN at RTO Jaipur. Such entries were not made in the 
remaining selected offices. 

3.4.4.4 Composite checking of vehicles 

As per administrative report of the Department, campaign for composite 
checking is conducted from time to time by joint team of the Transport 
Department, Police and District Administration for prevention of unauthori sed 
operation of passenger vehicles in view of road safety measures. Analysis of 
performance data during the period from 20 I 1-1 2 to 2013-14 disclosed that 
almost 86 per cent checking of vehic les pertained to trucks wh ile their 
involvement in road accidents was below 20 per cent. Involvement of 
car/jeeps in road accidents was almost 28 per cent while checking of these 
vehicles ranged between 3.99 to 5.20 per cent which indicated that the focus 
on other passenger vehicles was lacking. 

3.4.4.5 Overloading of vehicles 

As per Section l 13(3)(b) of MY Act, 1988, no person shall drive or cause or 
allow to be driven in any public place any motor vehicle or trai ler, the laden 
weight of which exceeds the gross veh icle weight specified in the certificate of 
regi stration. 

Scrutiny of records disclosed that there was an increasing trend of overloading 
of vehicles when compared to the total number of vehicles checked during the 
period from 20 I 0-11 to 20 13- 14 as evidenced from the details below: 
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\'car 

2010-11 

2011-12 

2012-13 

2013-14 

Total 
number of 

\'Chicles 
registered 

79,87,355 

89,85,568 

1,00, 72,035 

1,11,84,430 

"o. of 
\Chicles 
checked 

36, 13,662 

30,63.995 

26,4 1555 

2 1,44,742 

Source: Statistical Abstract of the Depanment. 
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Percentage 
of vehicles 
checked 

45.24 

34.10 

26.23 

19.18 

'.'lo. of 
challans 
made for 

overloaded 
\'chicles 

1,55,80 1 

1,43,324 

1,42,7 17 

1,38,495 

Composition money 
realised from O\'erloaded 

vehicles 

Total 
composition 
(f in crore) 

11 4.96 

86.94 

89.78 

9 1.80 

Per challan 
composition 

(Amount in ~) 

7,379 

6,066 

6.29 1 

6.628 

Performance of flying squads in checking of vehicles 

For compliance of MV Rules, there were 265 fl ying squads (including 48 
Enforcement flying squads) in the Department during 20 12-13. A separate 
Enforcement Wing was also constituted in the Department with effect from 
23 July 20 12 which was headed by the Additional Transport Commissioner 
(Enforcement). The mai n duti es of the officers of the Enforcement Wing are to 
ensure proper enforcement of the provisions of the MV Act and Rules made 
thereunder, by checkjng vehicles on road. 

It may be seen from the above table that the number of vehicles checked and 
challans issued by the fl ying squads of the Department showed a decreas ing 
trend from the year 20 10-11 to 20 13-14. Though the number of vehic les 
registered in the State increased by 40.03 per cent in 201 3- 14 when compared 
to 20 10-11, the performance of fl ying squads in checking of vehicles 
decreased to 19. 18 per cent from 45.24 per cent of total vehicles registered in 
the State during the same period. 

It was intimated by the Department that as against 265 sanctioned fl ying 
squads, only 158 flying squads were worki ng as on 3 1 March 2014. The 
Department needs to strengthen its enforcement activiti es to ensure road 
safety. 

Relaxation granted by the State Government in minimum fine for 
overloading 

Section 194 of MV Act, 1988 prescribesd minimum fine of< 2,000 and an 
additional amount of< 1,000 per ton of excess load, together with the liability 
to pay charges for off-loading of the excess load. 

It was observed that the State Government substituted the above provis ions 
and prescribed a pena lty of < 500 upto three ton , < 1,000 above 3 ton to 
10 ton and < 1,500 above 10 ton of excess load in July 2010. As a result, the 
per challan composition money realisation from overloaded vehicles also 
decreased from< 7,379 in 2010-11to<6,628 in 201 3- 14. 

The deterrent impact that was sought to be achieved by imposing minimum 
and additional fine was, therefore, diluted in 20 l 0. Besides, the State 
Government was deprived of revenue of < 84.9 1 crore in 4,24,536 cases of 
cha llans issued during the period 20 11-14 due to removal of minimum fine of 
< 2,000 for overloading. 
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Overloaded vehicles were allowed without off-loading 

Under Section 114 of MY Act, 1988 read with Rule 8.3 of RMV Rules, 1990, 
if a goods vehicle or trailer is found contravening the restriction imposed, then 
the driver may be directed to off-load the excess weight at his own risk and not 
to remove the vehicle or trailer from that place until the laden weight has been 
reduced. 

It was noticed that excess weight in case of overloaded vehicles was not being 
off-loaded as no proof of off- loading was found mentioned in test checked 
challans of selected units. The statistical data of the Department showed that 
number of vehicles off-loaded was almost 50 per cent during the period from 
20 11-1 2 to 20 13-14 as per detail s given below: 

I. 2011-12 1,43,324 74,769 68,555 47.83 

2. 2012-13 1,42,7 17 72,57 1 70,146 49. 15 

3. 20 13-14 1,38,495 65,842 72,653 52.46 

ource: Stat1s11cal Abstract of the Department. 

It may be seen from the above that almost 50 per cent overl oaded goods 
vehicles were being allowed to pass without off-loading the excess weight as 
no action was taken by the Department for off-loading the excess load which 
not only would have caused significant damage to the road surface but also 
endangered lives of the road users. 

Lack of action against overloaded vehicles involved in mining activities 

We collected information regarding vehicles involved in mining activities 
during the month of March 20 14 from the Mining offices of seven selected 
district 5

. We selected 100 vehicles of highest gross vehicle weight per district. 
Cross verification of gross vehicle weight of these vehicles with the registered 
laden weight specified in the certificate of regi stration di sclosed that all the 
se lected vehicles were overloaded but no action regarding off-loading the 
excess load and imposing fine was found initiated by the Transport 
Department aga inst such vehicles. These overloaded vehicles are hazardous to 
traffic and human li fe. If the Department had initiated action against such 
vehicles, revenue of ~2.25 crore6 could have been realised as fine/composition 
amount from these 700 overloaded vehicles. Thus, possibi lity of realisation of 
huge revenue from the overloaded vehicles involved in mining activities in the 
entire State cannot be ruled out. 

' Banswara. Bikancr. Dausa. Jaipur, JhunJhunu. Rajsamand and Udaipur. 
6 

The amount has been calculated in accordance with the notification dated 22 July 2010. 
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3.4.4.6 ln\'estigation of the reasons of accidents 

Section 135 of the MY Act, 1988 empowers the State Government to frame 
schemes for the investigation of accidents. Further, as per action plan of the 
Government relating to road afety, the Department was to investigate the 
reasons of each acc ident, prepare report and find out solutions to check 
recurrence of road accidents. During test check of records in selected units, it 
was noticed that no such works were undettaken by RTOs/DTOs. The 
Department intimated (June 2015) that no scheme under Section 135 of the 
MY Act had been framed so fa r. 

It was a lso observed that no system was evolved in RTO/DTO offices to share 
or exchange the info1111ation regarding road accidents in their jurisdiction with 
the di strict police for working out measures to control the ri sing menace of 
road accidents. Though TMC meetings were conducted with participation of 
various takeholder involved in execution of the action plans regarding road 
safety, neither any inforn1ation nor any mechan ism for effective coordination 
was put in place at selected units. 

3.4.4. 7 Discrepancies in monthly progress reports 

For monthly review of work done by RTOs/DTOs, a monthly progress report 
in 36 mandatory tables was to be submitted to TC. During test check of two 
tables related with road safety in selected units, it was noticed that: 

• Table number 35 was prescribed for measures taken by RTOs/ DTOs 
regarding road safety. This table was found blank in all the selected units. 
No information regarding number of meetings held at panchayat to district 
leve l, awareness programs organised, eye testing of driver , testing on dri vi ng 
track, testing of chool vehicle , etc. was furnished in the monthly progress 
report. The monthl y progress report, therefore, did not indicate the road safety 
measures undertaken at RTOs/DTOs level. 

• Table nwnber 34 regard ing road accidents in the district was also 
furnished blank. No mechanism was found at RTOs/DTOs level to get 
information regarding road accidents from district police. In absence of 
infonnation regarding road accidents in the di strict, the RTOs/DTOs were not 
in a position to identify or address the reasons behind road accidents. 

3.4.5 Long Term Action Plans 

3.4.5.1 Allocation and utilisation of funds for road safety 

The State Government announced creation of a Road Safety Fund in its budget 
speech of2012- 13 by initial contribution of~ 10.00 crore. The fund was meant 
fo r implementation of decisions of State Road Safety Counc il (SRSC) relati ng 
to road safety measures undertaken in the State. The Fund was to be utilised 
mainly for uch works of road safety for wh ich regular budget provis ion was 
not made or if there was shortage of fund for road safety measures in 
concerned Departments. 

Audit noticed that no budget was allotted prior to 20 12-13 for road safety 
measures. During 20 12-13 and 20 13- 14, an amount of~ 500.08 lakh each year 
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was allocated under Road Safety Fund and an expenditure of ~ 7 5. 79 lakh and 
~ 24 .28 lakh respectively was incurred by the Department towards road safety 
measures and the remaining amount was surrendered without utilisation of the 
same fo r the purpose for which it was allotted. The Department intimated 
(June 20 15) that the budget was surrendered due to non-a llotment of the 
amount in time. As the sanctioned amount was allotted at the fag-end of the 
financial years, many road safety measures like e-challan, modernisation of 
traffi c police and orientation programme for road safety suffered. 

3.4.5.2 Non-establishment of computerised weighbridges 

As per action plan of the Government , computerised we igh bridges were to 
be established at tax collection centres (TCC) on interstate boundaries for 
strict prevention of overloading of vehicles. During scrutiny of challans and 
in fo rmation supplied by the Department, it was noticed that no computerised 
weighbridges were established by the Department and no portable 
weighbridges were supplied to test checked RTO /DTOs fo r detection of over 
loading of vehicles. It was also observed that challans were issued and fine 
realised but there was no proof that the weight of vehicles was measured as no 
slip of weighbridge or other proof of weight measured was found enclosed 
with 1,697 challans out of 2,400 test checked challans issued in case of 
overl oaded vehicles. Overloaded vehicles were, therefore, allowed to pass 
after verifying the overloading manuall y as there was no alternative 
arrangement for weighment of vehicles. The Department stated (June 2015) 
that insta ll ation of computerised weighbridge at 16 TCCs was under process. 

3.4.5.3 Driving Licences 

As per Section 3 of MY Act, 1988, no person shall drive a motor vehicle in 
any public place unless he holds a va lid driving licence issued to him by the 
competent authori ty. The defi ciencies regarding driving licences are discussed 
below: 

• As per Section 9(3) of MV Act, 1988, no driving licence sha ll be 
issued to any applicant unless he passes to the satisfaction of the licensing 
authority such test as may be prescribed by the Central Government. Norms of 
such test are prescribed in Ru le 15 of CMV Rules, 1989. Such test was to be 
taken mandatorily on dri ving tracks in compliance of the Department's order 
dated 2 February 2009. As per information furn ished by the Department, it 
was noti ced that there was no dri ving track in 21 out of 5 1 OTO offices 
(February 201 5) which clearly indicate absence of required infrastructure for 
cond ucting tests before issue of driving licences. 

• As per action plan of the Government regarding road safety policy, 
residential motor drivers' training institutes at zonal and district level for 
imparting training with a view to prepare expert drivers in the State were to be 
established upto March 2013. During scrutiny of records at selected un its and 
information suppli ed by the Department, it was noticed that on ly two 
residential motor drivers' training institutes were established in Ajmer and 
Udaipur zone. Despite elapse of two years, the scheme was, therefore, not 
fully implemented. 
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• As per Section 180 and 181 of MY Act, 1988 a llowing unauthorised 
per ons to drive vehicle and driving vehicles without having an effective 
driving li cence respecti vely shall be punishable with imprisonment for a term 
which may extend upto three months or app licable fine or w ith both. It was 
noticed from 180 out of 5,200 test checked challans conta ined with offence of 
plying of vehicles by dri vers without hav ing va lid driving licences that the 
vehicles were released by impo ing fine only. No action was fo und to have 
been taken against owner of the vehicles putting the public li fe and property at 
jeopardy. 

3.4.5.4 Non-availability of equipment with Flying Squads 

A per action plan of the Government regarding road safety policy, strict 
action should be ensured against drivers us ing mobile phones during driving 
and for drunken dri ving. Driving by a drunken person or by a person under the 
influence of drugs shall be punishable under Section 185 of MV Act, 1988. 
Further, under Section 11 2 of MY Act, 1988, no person shall drive a motor 
veh icle or allow a motor vehicle to be driven at any place at a peed exceeding 
the max imum speed or be low the minimum speed fi xed for the vehicle. The 
State Government or any other authority authorised on thi s behalf by State 
Government may, if sati tied that it is necessary to restrict the speed of motor 
veh icles in the interest of public safety or convenience or because of the nature 
of any road or bridge, by notification in officia l gazette or by causing 
appropriate traffic signs to be placed or erected at suitable place fi x such 
maximum/ minimum speed limits as it thinks fit for the motor vehic les or 
specified class of motor vehicles. 

Interceptors may be used by the Department to detect use of seat belt, use of 
mobile phones during driving, over speeding, lane jumping, dangerous 
driving, etc. and breath analysers may be used for test in case of drunken 
driving. 

As per information provided (June 2015) by the Department, fi ve interceptors 
and 17 breath anal ysers were issued to 5 7 and I 08 RTOs/DTOs respectively. 
However, the concerned RTOs Bikaner, Dausa, Kota and Udaipur intimated 
that no such equipment were available in their jurisdiction, which requires 
investigation. 

The flying squads, therefore, lacked necessary equipment to enforce road 
safety measures relating to over-speeding, drunken dri ving, etc. 

3.4.5.5 Certificate of Fitness 

U nder Section 56 of MY Act, 1988 read with Rule 62 of CMY Rules, 1989, a 
transport vehicle hall not be deemed to be validly regi stered unless it carries a 
certificate of fitness (FC) issued by prescribed authority in the prescribed 
form. Further, under Rule 4.2-A of RMV Rules, 1990, a transport vehicle sha ll 
not be deemed to be validly registered after the expiry of 15 years from the 

7 One interceptor to each RTO Ajmer, Chinorgarh, Pa li , Sikar and OTO Banner. 
~ RTO Bikancr (2). Jodhpur (2). Alwar (2). Udaipur (2), S1kar (2). Pali (I). Kota (2). Oausa ( I). Ajmer ( I) and OTO 

Bhilwara (2). 
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date of its first registration until the vehicle is re-registered . The deficiencies 
regarding FCs of motor vehicles are discussed in the succeeding paragraphs. 

• on-renewal of Certificate of Fitness of transport vehicles 

As per Rule 8 1 of the CMV Ru les 1989, FCs in respect of a new transport 
vehicle shall be valid for two years; otherwise it sha ll be renewed every year 
against payment of prescribed fees of ~ l 00. 

During analysis of registration and mechanical fi tness of vehicles in the State, 
it was noticed that FCs in respect of 7,25,854 vehicles registered within 
15 years under transport category had not been renewed during 2011-1 2 to 
2013- 14 as mentioned in the table below: 

(In number) 

SI. Particular' 2011 - 12 2012-13 2013-1..i Total 
no. 

I. Transport vehicles registered during 4. 13,933 4.58,002 5,09.580 13,8 1.5 I 5 
the period from last 2 to I 5 years 
which were due for fi tness during 
the year 

2. Total FCs issued during the year 2,96,859 3,06,501 2,64.5 10 8,67,870 

3. FCs of new registered vehicles 7 1.666 76.613 63.930 2, 12.209 
during the year 

4. FCs of old vehicles renewed during 2,25,193 2.29.888 2,00.580 6,55.661 
the year (2-3) 

5. FCs of old vehicles not renewed 1.88,740 2.28, 114 3,09,000 7,25.854 
during the year after due ( 1-4) 

6. Non realisaton of minimum FC fees 1,88.74,000 2,28. I 1.400 3,09,00.000 7.25,85.400 
at the rate of ~ I 00 per vehicle 

Source: S1a11st1ca l Abstrac1 of the Department. 

lt is seen from the above that transport vehicles were plying w ithout having 
va lid FCs and hence these were hazardous to traffic and human life. This also 
re ulted in non-realisation of FCs renewal fee of~ 7.26 crore. 

• Non-establishment of fitness centres at RTOs/DTOs level 

As per proviso under Rule 62 of the Central Motor Vehicles Rules 1989, 
renewal of a fitness certificate sha ll be done only after the specified tests have 
been carried out by the Inspecting Officer or authorised testing stations. 

It was noticed that no vehicles fi tness centres were established by the 
Department at selected units. The concerned RTOs/DTOs stated that no 
equipment for specified te ts were provided at RTOs/DTOs level to ensure 
proper mechanica l condition of vehic les which al o resulted in plying of 
vehicles w ithout proper fitness. As per information furnished (June 201 5) by 
the Department, one private fitness centre at Kota and two at Udaipur under 
'Vehicle Fitness Inspection Centre Regu lation Scheme-201 1' were authorised 
fo r conducting the specified tests. 

3.4.6 Conclusion and Recommendations 

The Central Government approved a national Road Safety Policy in March 
20 l 0. A committee constituted by Government of Rajasthan promptly made an 
action plan for enhanc ing road safety measures. The Government made helmet 
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mandatory for two wheeler riders across the state with effect from 28 October 
2015 by rescindin exemption notification issued earlier. However, several 
shortcomings in · mplementatio~s of the action plan by the Transport 
Department were oticed. The !Department may focus its attention on ·the 
following issues; I . 

• 

0 

There was no riving track ih 21 out of 51 DTOs for conducting tests 
before issue o driving licen~es. Further, with a view to prepare expert 
drivers, reside tial motor dri~ers' training institutes at zonal and district 
level for impart· g training were to be established. 

The Govemm t may strenlthen the system of driver licensing and 
training to im rove the competence and capability of drivers. It may 
augment the re uired infrastructure by establishing drivers testing tracks. 

Sufficient fund for observancb of Road Safety week was not provided in 
the annual bu get of the Dbpartment which showed that road safety 
measures were not given due priority by the Department. 

The Governm t may allocdte sufficient fund for creating awareness 
among public b suitable audib visual media and other means. 

Enforcement Jdule of V ~ software which was designed to capture 
the offence cas s was not in operation. · 

The Governme t may take e}ective steps for earliest implementation of 
VAHAN enforc, ment module fn all RTO/DTO offices for easy retrieval of 
history of offen es and for taking stringent action against repeat offenders. 

Sufficient equi ment were n~t provided to RTOs/DTOs for detection of 
over speeding, angerous and lliunken cases. 

The Governme t may take stlps to provide essential equipment to flying 
squads for det~ tion of over speeding, dangerous and drunken driving, use 
of mobile phon s during driviAg, etc. · · 

Fitness Certifi ates in resp~ct of 7,25,824 vehicles registered within 
15 years under transport category had not been renewed during 2011-12 to 
2013-14. Nov hicles fitness tentre was established by the Department at 
selected units nd necessary ~quipment were not provided at RTOs/DTOs 
level to ensure roper mechanicaLcondition o(yehicles. 

The Governme t may considei implementing a facility to issue notice/SMS 
alert to vehicle owners not hating valid Fitness Certificates on the basis of 
MIS report o Vahan databhse. It may also take immediate steps for 

I . 
establishment fitness centers at RTOs/DTOs level. 

@ No comptiteris d weighbridgJs were established by the Department at tax 
collection cent rs on interstatl e boundaries for detection of over-loading 
cases. 

The Governm nt may estab{ish computerised weigh bridges for strict 
prevention of verloading o-1 vehicles. It may take strict action against 
overloaded, ov r height, over 'dimensioned and overcrowded vehicles. 

I 

I 
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3.5 Non/short reco\'er~· of One Time Tax in respect of non
transport vehicles 

As per notification dated 9 March 2010 as amended vide notification dated 
26 March 20 12, One Time Tax (OTT) is to be levied and co llected on all non
transport vehicle used or kept for use in the State, at the rates prescribed by 
the State Government. Further, vide notification dated 9 March 20 11, 
surcharge at the rate of 10 per cent i also leviable on tax payable. 

During test check of the records (between September 20 14 and March 20 15) 
of 13 RTOs/ DTOs 9 for the years 20 12-1 3 to 20 13- 14, it was noticed that in 
respect of I 08 non-transport vehicles, OTT and surcharge were either not paid 
or short paid by the owners of these vehicles. This resulted in non/ hort 
realisation of OTT and surcharge amounting to ~ I . 18 crore. 

After this was pointed out (between September 2014 and June 201 5), the 
Government replied (July 20 15) that in respect of 14 vehicles, ~ 62.29 lakh 
was not recoverable as these vehicles were covered under the defini tion of 
construction equipment vehicles by virtue of their speed limitation. 

The reply is not acceptable because as per the offi cial website of manufacturer, 
the speed of the vehicles was more than 50 kilometre (Km) per hour and as per 
explanation given below Rule 2(ca) of Central Motor Vehicles Rules, 1989, a 
vehicle can be treated as construction equipment vehicle if its speed does not 
exceed 50 Km per hour. The objected amount, therefore, is leviable from these 
vehicles. 

3.6 Non/short realisation of outstanding instalments of lump-sum 
tax 

Under Section 4-C of the Rajasthan Motor Vehicles Taxation Act, 195 1, a 
lump-sum tax on transport vehicles shall be levied at the rates prescribed by 
notifications issued from time to time by the State Government. The lump-sum 
tax payable may be paid in full or in three equal instalments within a period of 
one year. Further, as per notification dated 9 March 20 I 1, surcharge at the rate 
of 10 per cent is also payable on tax. 

During test check of the records (between June 2014 and March 201 5J of 
10 Regional Transport Offices (RTOs)/District Transport Offices (DTOs) 1 for 
the years 20 11 -12 to 201 3-14, it was noticed that owners of 312 transport 
vehicles opted for lump-sum payment of tax in three equal instalments. 
However, it was observed that either second and/or third instalments were not 
paid or paid short by the owners of these vehicles. The taxation officers also 
did not initiate any action to realise the amount of due tax. This resulted in 
non-realisation of lump-sum tax amounting to ~ 1.35 crore. 

After this was pointed out (between September 2014 and June 201 5), the 
Government stated (July 201 5) that in respect of 37 vehic les, ~ 12.41 lakh had 
been recovered. Replies in respect of remaining vehicles are awaited 
(November 201 5). 

9 RTO: Chittorgarh and Pali; DTO: Baran and Kotputli . 
10 RTO: Jodhpur, Pali and Udaipur; OTO: Banner, Bcawar. Jaisalmcr, Jalorc, Sirohi, Sriganganagcr and Rajsamand. 
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3. 7 Embezzlement of Government Money 

As per Rules 7 and 27 of General Financial and Accounts Rules (GF&AR), 
the Control ling Officer has to see that a ll dues of the Government are correctly 
and promptly assessed, coll ected, accounted for and paid into the treasury 
expeditiously. Further, as per Rule 48(5), when the Government money in the 
custody of the Government servant is pa id into the treasury or the bank, the 
Head of Office making such payment shall compare treasury/bank records 
with the entry of the cash book before attesting it to satisfy himself about 
authenticity of such payment. Transport Department vide its office order no. 
34/2004 dated 3 Jul y 2004 prescribed that in case fees and taxes received on 
registration of vehic les were sho1t realised or short deposited, the dealer would 
have to deposit the differenti al amount alongwith penalty and interest. The 
Government vide S.O. 50 dated l May 2003 prescribed that penalty at the rate 
of 1.5 per cent per month or part thereof shall be levied on the due amount. 

The Transport Commissioner vide office order 45/2002 dated 9 October 2002 
and 50/2002 dated 23 October 2002 prescribed that the money co llected by the 
office should be deposited by next working day in the Government Account. 

3.7.1 (i) During test check of Cash Books, Bank Revenue Collection Register 
(R.C.R) and T.Y-11 of the OTO, Sriganganagar for the period from 
April 2011 to March 20 14 , it was observed (March 20 15) that the Government 
money was received and shown in cash book as deposited in bank but the 
actua l deposit took place w ith a delay ranging from I to J 9 1 days by the 
cash ier. Th is resu lted in temporary embezzlement of < 11 . 74 crore on which 
penalty of< I 1.26 Jakh was chargeable. 

(A mount in~) 

I. 20 11 -12 3,25,02,480 2 to 32 days 3,05,785 

2. 20 12-13 1,5 1,59,700 11 to 30 days 1,02, 150 

3. 20 13- 14 6,96,91 ,3 10 I to 191 days 7, 18,466 

Total 1J ,73,53,490 11,26,401 

(ii) Test check of Cash Books for the period from March 2011 to March 20 14 
d isclosed that the tota l amount of opening balance of Cash Book was not 
deposited in bank wi thin the prescribed time limit. Substantial amount was 
withheld and partial amounts were depos ited on next day without assigning 
any reason. This resulted in delayed deposit of < 16.63 crore by one to five 
days and penalty of< 24.95 lakh . 

S imilar observations were po inted out to the Department through our 
Inspection Report for the period of A pril 20 I 0 to M arch 20 J l wherein del ayed 
deposit of < 2 1.66 crore and loss of interest < 32.50 lakh was highlighted. 
However, the irregu larity sti ll persists ind icating that the Department had not 
taken any corrective measures. 

Thus, poor internal control system and non-compliance of the provision of 
rul es resu lted in delayed depos it of Government money into bank caus ing loss 
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of ~ 68.7 1 lakh during the period from April 2010 to March 2014. 

The cases were pointed out to the Department and reported to the Government 
(between March 201 5 and June 201 5). The Government stated (August 201 5) 
that efforts were being made for recovery of ~ 11 .26 lakh from defaulting 
person. 

3. 7 .2 During test check (March 2015) of cash books, bank revenue collection 
register (R.C.R) and T.Y-11 of DTO, Sriganganagar for the period from 
20 11-1 2 to 20 13-14, it was observed that as per the cash book, the cashier had 
collected ~ 32.74 lakh but had not deposited the same into the treasury. The 
cash thus remained out of cash chest which resulted in the embezzlement of 
Government money of~ 32. 74 lakh due to non-compliance of the instructions 
issued by the Transport Commissioner and prov isions of GF&AR by the DTO 
Sriganganagar. The summarised position of amount not depos ited in bank is 
given below: 

I. 3 1.10. 11 54 20,35,000 Cash book not certifi ed by OTO 

2. 2. 11.11 54 7,96,000 Cash book not certi fied by OTO 

3. 25. 10.12 40 4,43, 100 No remarks 

Total 32,74,100 

The mater was reported to the department (between March 201 5 and April 
201 5) and the Government (between March 201 5 and June 201 5). The 
Department stated (August 2015) that~ 12.74 lakh had already been deposited 
by cashier on different dates but the amount was erroneously not entered in the 
cash book. It was a lso stated that ~ 20.00 lakh had been deposited in the last 
week of March 201 5. This indicates that the amount was deposited after be ing 
po inted out by audit on 12 March 2015. Further, scrutiny of challans submitted 
by the department disclosed that an amount of ~ 4.43 lakh was deposited on 
16 October 201 2, prior to its receipt in cash book on 25 October 2012. This 
indicates that the challan pertained to other transactions. Non-depiction of the 
cash transaction in cash book shows major system deficiencies in verifying the 
cash balance with balance as per cash book. 

3.8 Taxes on motor vehicles not realised 
- --- -- --

Under Sections 4 and 4B of the RMVT Act, 195 1 and the Rules made 
thereunder, motor vehic le tax and special road tax are to be levied and 
collected on all motor vehic les used or kept for use in the State at the rates 
prescribed by the State Government from time to time. Further, vide 
notification dated 9 March 2011 , surcharge at the rate of 5 per cent on tax is 
also payable. 

During test check of the registration records, tax ledgers and general index 
registers of e ight RTOs 11 and 16 DTOs 12 for the period 2011 - 12 to 201 3-14, it 

11 Alwar, Aj mcr, Bikancr, Chittorgarh. Jodhpur, Kota, Pali and Udaipur. 
12 Banner. Baran. Bcawar, Bundi. Didwana. Jaipur Jaisalmcr. Jalore. Jhunjhunu, Karauli. Kotputl i. Pratapgarh. 

Rajasamand, Sirolli. Sriganganagar and Sawai madhopur. 
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wa noticed (between May 2014 and March 2015) that in respect of 5,538 
vehicles for the period from April 20 I I to March 20 14, tax was not paid by the 
owners of these vehicle . There wa no evidence on record to prove that the 
vehicles were off the road or were transferred to other District/States. The 
taxation officers did not initiate any action to realise the due tax. Thi re ulted 
in non/sho1t realisation of tax and surcharge amounting to ~ 18.05 crore as 
mentioned below: 

-

SI. Catcgor~ of '.\o. of Period Amount Name of offices n here irreJ!ularitics 
' no. 'chicles \'Chicles of tax (~in crore) noticed 

I. Goods vehicles 1,54 7 

2. Contract carriages 2, I 03 
(seating capacity 
upto 13 per ons 
excluding driver) 

3. Contract carriages 8 1 
(seating capacity 
more than 13 
persons excluding 
driver) 

4 . Stage carriages 575 

5. Articulated goods 44 1 
vehicles 

6. Passenger 97 
vehicles kept 
without pem1its 

7. Dumper /tipper 694 

Total 5,538 

April 
20 11 

to 
March 
20 14 

April 
20 11 

to 
March 
2014 

April 
20 11 

to 
March 
2014 

April 
20 11 

to 
March 
2014 

April 
20 11 

to 
March 
2014 

April 
20 11 

to 
March 
2014 

Apri l 
20 11 

to 
March 
2014 

3.04 

3.85 

2. 13 

3.90 

1.42 

1.1 9 

2.52 

18.05 
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RTOs - Alwar. Ajmer. Bikancr, 
Chittorgarh. Jodhpur. Kota, Pali and 
Udaipur: DTOs - Banner. Baran, 
Beawar. Bundi. Didwana, Jaisalmer. 
Jalore. Jhunjhunu. Karaul i, Kotput li . 
Rajasamand, Sirohi. Sriganganagar 
and Sawai madhopur. 

RTOs - Alwar, Ajmcr, Bikancr. 
Chittorgarh, Jodhpur. Kota, Pali and 
Udaipur: DTOs - Banner. Baran, 
Beawar. Bundi, Didwana. Jaisalmer, 
Jalore, Jhunjhunu, Karauli, Kotputli , 
Pratapgarh, Rajasamand. Sirohi , 
Sriganganagar and Sawai madhopur. 

RTOs - Alwar, Jodhpur, Chittorgarh 
and Udaipur; DTOs - Bam1cr. 
Bcawar, Bundi and Jhunjhunu . 

RTOs - Alwar. Aj mer. Jodhpur and 
Udaipur: DTOs - Barmer. Baran, 
Didwana. Jaipur. Jalore. Jhunjhunu. 
Karauli , Rajasamand, Sriganganagar 
and Sawai madhopur. 

RTOs - Ajmer. Bikaner. Chittorgarh. 
Jodhpur. Kola. Pali and Udaipur; 
DTOs - Bea war. Oidwana. 
Jhunjhunu. Kotputli. Rajasamand. 
Sirohi, Sriganganagar and Sawai 
madhopur. 

RTOs - Alwar, Jodhpur and Bikaner; 
DTOs - Jaipur. Jhunjhunu, Karauli. 
Kotputli and Sriganganagar. 

RTO - Alwar. Aj mer. Bikancr. 
Chinorgarh. Jodhpur. Kota, Pali and 
Udaipur: DTOs - Bam1cr. Baran. 
Beawar. Didwana, Jaisalmer, Jalore, 
Jhunjhunu, Kotputli. Rajasamand, 
Sirohi. and Sawai madhopur. 
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After being pointed out (between June 2014 and June 20 15), the Government 
stated (July 2015) that in respect of 900 veh icles, ~ 2.24 crore had been 
recovered and in respect of 67 vehicles, ~ 0.30 crore was not recoverable due 
to deposit of lump-sum tax, etc. The report on progress of recovery in the 
remaining cases was awaited (November 20 15). 

3.9 Short realisation of special road tax (SRT) and surcharge in 
respect of stage carriage vehicles of Rajasthan State Road 
Transport Corporation (RSRTC) 

As per the Government of Rajasthan, Transport Depa11ment 's notification 
dated 11 June 2008, special road tax on stage carriages owned by a fleet owner 
shall be payable at the rate of 2.05 per cent of the cost of chassis of the entire 
fleet of vehicles used or kept fo r use as stage carriages. Further, as per 
notification dated 9 March 201 1, surcharge as prescribed was also leviable on 
the tax payable. The monthly tax was required to be depos ited on or before 
I 41

h day of each month. 

Scrutiny of monthly returns (between October and November, 2014) of RTO, 
Jaipur for the year 201 3- 14 disclosed that SRT in respect of operational 1,738 
stage carri age vehicles owned by RSRTC (the fl eet owner) was not levied due 
to non-reconciliation of the position of vehicles, registration of which were 
surrendered or released during the month , with reference to the pos ition of 
vehicles available for taxation during the preceding month. This resulted in 
non-levy of SRT and surcharge amounting to~ 4.56 crore. 

After this was pointed out (between October 201 4 and June 201 5), the 
Government in its reply (July 20 15) furnished revised position of new RCs 
issued, RCs cancelled and vehicles available with RSRTC. However, reasons 
for differences were not explained. Further, the revised position furnished by 
the Government did not tally with the returns submitted by RSRTC. 
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CHAPTER-IV: LAND REVENUE 

4.1 Tax administration 

Assessment and co llection of land revenue are governed under the Rajasthan 
Land Revenue Act, 1956 and rules framed thereunder. Land revenue ma inly 
comprises rent on land, lease rent, premium, convers ion charges and receipts 
from sales of Government land. 

The Revenue Department functions as the Administrative Department of the 
Government and it administers all matters relating to assessment and 
co llection of land revenue. The overall control of revenue related judic ial 
matters along with supervision and monitoring over revenue offi cers vests 
w ith the Board of Revenue (BOR). The BOR is assisted by 33 Collectors at 
the district level, 289 Sub-Divis ional Officers (SDOs) at the sub-division leve l 
and 3 14 Tehsildars at the Tehsi/ level. The BOR is also the State level 
implementing authority fo r computerisation of land records in Rajasthan. 

The Rajasthan Land Revenue Act, 1956, the Rules made thereunder and the 
notifications issued by the Government from time to time govern the allotment 
of land and other related issues. 

4.2 Internal audit conducted by the Department _ _ ____ __ _ 

The Financial Adviser, BOR is the head of the Internal Audit Wing. There 
were 14 internal audit parties . The position of number of units due for audit, 
number of units actua lly audited and number of units remaining unaudited 
during the period from 20 I 0-1 I to 20 14-15 is as under: 

Yl•ar l' nits l nits due Total units l'nits LI nits Shortfall 
pending for audit due for audited remaining in 
for audit during the audit during the unaudited per cent 

~car ~·car 
---------------------- -------- - -

20 10-11 172 570 742 707 35 5 

20 11 -12 35 624 659 589 70 11 

20 12-13 70 672 742 670 72 10 

20 13-14 72 672 744 586 158 21 

20 14-15 158 672 830 551 279 34 

Source: Information provided by the Board o f Revenue, Ajmer. 

The number of units remaining unaudited at the end of the year was growing 
year after year and the short fa ll in coverage of units due for audit has also 
increased from fi ve per cent at the end of 2010- I 1 to 34 per cent at the end of 
20 14-1 5. 

The Department stated that the arrear in audit was due to short fa ll in internal 
audit parties and deployment of staff in general e lection . 

It was noticed that 20,090 paragraphs were outstanding at the end of 2014-1 5. 
Year-wise break up of outstanding paragraphs of Interna l Audit Wing follows: 
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Source: lnfonnation provided by the Board of Revenue, Ajmer. 

9,085 paragraphs of Internal Audit Wing pertaining to the period upto 2009-10 
were pending for want of compliance/corrective action. The reason given for 
slow pace of disposal of paras was the shortage of posts in various cadres. 

The Government may take steps to ensure expeditious compliance with the 
outstanding observations raised by the Internal Audit Wing. 

-

4.3 Results of audit 

During test check of records of 10 units of Land Revenue Department 
conducted during the year 20 14-1 5, audit noticed non-recovery 
and other irregularities amounting to ~ 7.70 crore in 1,092 cases which fall 
under the following categories: 

~ in crore) 
----

SI. no. Category !'Oo. of Amount 
cases 

I. Non-recovery/short recovery of premium and lease rent 11 5.34 
from State Government Departments 

2. Non-recovery/short recovery of conversion charges from 839 1.85 
khatedars1 

3. Other irregularities 242 0.5 1 

Total 1,092 7.70 

During the year 20 I 4-15, the Department accepted audit observation of 
~ 12.41 crore in 9 16 cases which were pointed out in earlier years. The 
Department recovered ~ 5.53 crore in 264 cases during the year 20 14- 15 
which related to the earl ier years. 

The Department also reverted land valuing ~ 2.43 crore to the State 
Government after issue of a draft paragraph to the Government. 

A few illustrative cases involving ~ 2.30 crore are discussed in the paragraphs 
from 4.4 to 4 .6. 

1 Khatedars are tenants oa Governm ent land to whom land is given for agricultural purpose. 
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4.4 Non-recovery of difference in market value of allotted and 
surrendered land 

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

4.4. t The State Government accorded sanction (October 20 12) fo r allotment 
of land to Mis J.K. Cement Works with a condition that the company would 
su1Tender equiva lent land in favour of the State. ln case of difference in rates 
prescribed by District Level Committee (DLC) in respect of land allotted by 
the Government and private land surrendered by company in lieu of pasture 
land, payment/adjustment would be made. As per foot note 3 of relevant DLC 
rates, two times of maximum rate of agricultural land in the vi ll age are 
payable for mining and probable mining land . 

During crutiny of records of District Collector, Chittorgarh, it wa noticed 
(September 2014) that 9-13 bigha pasture land ituated at village Mangrol was 
allotted (October 20 12) to Mi s J .K. Cement Works under Rajasthan Land 
Revenue (Allotment of land for Industri al Area) R ules, 1959 in exchange of 
9- 13 bigha khatedari land2 surrendered by the company. lt was found that cost 
of the land surrendered by the company worked out to ~ 19.46 lakh 3 as per 
DLC rate which was lower than the value of land allotted by the Department. 
Since the land allotted by Department wa fo r mining purpose, the value of 
land worked out to ~ 86.48 lakh4 as per DLC rate. Due to acceptance of 
su1Tendered land having lower market va lue as per DLC rate, revenue of 
~ 67.02 lakh was required to be recovered. 

The matter was brought to the notice of the Department (December 20 14) and 
reported to the Government (March 20 15); thei r reply i awaited 
(November 2015). 

4.4.2 The State Government accorded sanction (Ju ly 201 2) to a llot a piece of 
land to Mis Hindustan Zinc Limited w ith the condition that the company 
wou ld surrender in favour of the State Government equivalent pasture land in 
the same village. 

During te t check of records of District Collector, Rajasmand, it was noticed 
(December 20 14) that 53- 13 bigha pa ture land si tuated at village 
Mahenduria, Tehsil Rai lmagra was allotted (March 20 13) on lease for 99 
years to Mi s Hindustan Zinc Limited for establishment of Smelting and Power 
Plant Industry. The Company surrendered 53- 13 bigha khatedari land situated 
in villages Mahenduria and Katiya ka Khera. 

It wa further noticed that the land surrendered by the Company was not in 
accordance with the terms and conditions of sanction accorded by the State 
Government (Ju ly 2012) which required that equivalent land should have been 
surrendered by the Company in the same village. Besides this, the market 
va lue of land allotted to the Company was~ 135.73 lakh5 at the rate prescribed 
by the DLC, whereas the market value of the land surrendered by the 
Company worked out to~ 65 .66 lakh6

. Due to acceptance of surrendered land 

Khatedari land is Government land lo be given exclusively for agricuhural purpose. 
1 9- 13 bigha land al Lhe rale of~ 2.01.62, - per bigha = ~ 19A5,7 10'-
J 9- 13 bigha land al lhe rate of ~ 4.48,063/- per bigha x 2 = ~ 86.47.6 16/-
• 53-13 biglw land al lhe rate of~ 2.53 lakh per higha for Mahenduria-A = ~ 135.73 lakh. 
• Land al village Mahenduria @ ~ 1.5 1.800/- per bigha for Mahenduria-8 for 28- 14 biglw = ~ 43 .56,660/-

Land al village Katiya ka Khera @ ~ 88.550/- per bigha for 24-19 bigha = ~ 22.09.322/-
Toial = ~ 65.65 .982/-
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in different vi llages having lower market value, there was a loss of revenue of 
~ 70.07 lakh. 

The Distri ct Collector replied (June 2015) that demand for the differential 
amount had been raised. 

The matter was brought to the notice of the Department (January 20 15) and 
reported to the Government (March 2015); their reply is awai ted 
(November 2015). 

4.5 Short recovery of conversion charges 

As per Rule 7 of Rajasthan Land Revenue (RLR) (Conversion of Agricultural 
Land for non-agricultural purposes in Rural Areas) Rules, 2007, premium for 
conversion of agricultural land for non-agricultural purpose shall be charged at 
the presc ribed rates. Conversion charges for industrial purpose would be 
charged at ~ five per square metre (psqm) or five per cent of rate of 
agricultural land prescribed by DLC or fi ve per cent of purchase cost of 
agricu ltural land as mentioned in registered sa le deed, if any, whichever 
is higher. 

Further, under Rule 13, a person who had used agricultural land for non
agricultural purpose without permission can apply for regularisation of case by 
depositing four times of the conversion charges. 

4.5.1 During test check of records of Collector, Chittorgarh , it was noticed 
(September 2014) that in one case, the Khatedari land measuring 1.67 lakh 
sqm area bearing nine khasra7 numbers was used for industrial purpose 
without obtaining permission for conversion of land. The Department 
recovered premium and penalty of~ 3 l .40 lakh for change of land use of one 
khasra measuring 0.40 lakh sqm land instead of the entire area of l .67 lakh 
sqm spread over nine khasras on which ~ 73.29 lakh was leviable. This 
resulted in short recovery of premium and penalty of~ 41 .89 lakh. 

The District Collector replied (June 20 l 5) that the conversion charges were 
recovered on Khasra on which the company had made unauthorized 
construction and the audit objection was for the entire area which was not as 
per rules. The reply was not acceptable because conversion orders for the 
entire area were issued for which the State Government had granted 
permiss ion for exemption from the operation of the Rajasthan Imposition of 
Celling on Agricultural Holdings Act, 1973 prior to issue of conversion 
orders. As such, penalty should have been imposed on the entire area. 

The matter was brought to the notice of the Department (December 2014) and 
reported to the Government (March 2015); their rep ly is awaited 
(November 20 15). 

4.5.2 Test check of records of Collector, Chittorgarh also revealed 
(September 2014) that I .37 lakh sqm Khatedari land in Tehsil Nimbahera was 
converted for non-agricultural purpose in favour of Mis Lafarge India Pvt. 
Ltd. on 8 January 2014. 

It was noticed that the Department applied incorrect rate for calculating 
premium to be levied by applying rate of five per cent of rate of agricultural 

7 A type of index of field-book map, popularly known as khasra wherein all facts about crop arc mentioned. 
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land prescribed by DLC at < 9 psqm whereas it should have been ca lculated at 
fi ve per cent of purchase cost of< 3.39 crore as mentioned in the registered 
sa le deed. Thus, a total premium of < 16.94 lakh was recoverable. 

It was also observed that the Department worked out premium of< 12.34 lakh 
out o f which it recovered onl y < 6. 17 lak.h after allowing rebate of < 6 .1 7 lakh 
on the basi of entitlement certificate issued by the lndu tries Department for 
land other than the land for which pen11iss ion for conversion was sanctioned. 
Thu , premium of < I 0.77 lakh was hort recovered due to incorrect 
ca lcu lation of premium and irregular allowance of rebate. 

The matter was brought to the notice of the Department (December 20 14) and 
reported to the Government (March 20 15); their reply is awaited 
(November 20 15). 

4.5.3 During test check of records of Collector (Land Records), Uda ipur, 
Bhilwara and Chittorgarh, it wa noticed (between May 20 14 and November 
2014) that in 49 cases, the Department ca lculated premium of< 27.54 lakh 
instead of < 55.56 lakh for conversion of agricultural land for non-agricultural 
purposes by applying incorTect DLC rates or non-application of DLC rates. 
Thus, convers ion charges of < 28.02 lakh were hort recovered, as detailed 
below: 

~in lakh) 

SI. l\o. l lnit/ '.'Oo. of Con\'ersion Con\'ersion Con\'ersion Remarks 
cases charges charges charges 

le\'iablc lc\'icd short lc\'icd 

I. Collectoracc 15.49 10 .6 1 4.88 Four case of 
Bhilwara/ 13 residential 

co lony. two for 
re idential 
purpose, SIX for 
industrial and one 
for commercial 
purposes. 

2. Collectorate 29.99 14.69 15.30 Three cases of 
Chittorgarh/35 re idential 

colony, 10 for 
re idential 
purpose. 15 for 
industrial and 
even for 

commercial 
purposes. 

3. Collectorate 10.08 2.24 7.84 One case of 
Udaipur/ I residential 

purpose. 

Total 49 55.56 27.54 28.02 

The matter was brought to the notice of the Department (between Augu t 2014 
and January 201 5) and reported to the Government (March and April 20 15); 
their reply is awaited (November 20 15). However, the District Collector 
Chittorgarh and Bhi lwara replied (June 20 15 and Ju ly 20 15) that in three cases 
an amount of< 0.37 Jakh had been recovered. 
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4.6 Non-re\'ersion of land to Go\'ernment 

As per Clause 3(3) of tenns of Allotment of Unoccupied Government 
Agricu ltural Lands for Buildings of Public Util ity as notified on 20 Jul y 1963 , 
construction of building for which the land was allotted shall commence 
within six months from the date of handing over possession. The allottee shall 
be liable to complete the construction of building and also put it to use fo r the 
purpose for which the land was allotted within two years and in case of breach 
of any conditions mentioned in Clause 3, the land shall revert to the State 
Government as per Clause 3(7) of the terms of a llotment. Rule 7 of Rajasthan 
Industrial Area Allotment (RIAA) Rules, 1959 provides that industries shall 
be set up within a period of two years on the land allotted for the purpose, 
failing wh ich the land shall revert to the Government unless the period of two 
year is extended by the allotting authorities for val id reasons. 

During test check of records of District Collector, Udaipur, it was noticed 
(October 2014) that Government land of4,600 sqm situated at village Umarda 
was a llotted to Fine Florocam, Madari Purohitan, Udaipur in 1997 for 
industrial purpose. It was noticed that the land was not used within the 
prescribed period. However, the authority failed to take any action to revert 
the land to the State Government. As a result, land valuing ~ 11.97 lakh8 

remained unutilised and the intended benefits could not be achieved. 

The matter was brought to the notice of the Department (January 20 15) and 
reported to the Government (March 20 15); their reply is awaited 
(November 2015). 

1 4.600 sqm land :11 the rale of~ 260.12 psqm = ~ 11 .96.552. 
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CHAPTER-V: STAMP DUTY AND REGISTRATION FEE 

5.1 Tax administration 

Receipts from Stamp Duty (SD) and Registration Fee (RF) in the State are 
regulated under the Indian Stamp Act, 1899, Registration Act 1908, the 
Rajasthan Stamp (RS) Act, 1998 and rules made thereunder. The SD is 
leviable on execution of instruments and R F is payable on registrati on of 
instruments. 

The Secretary, Finance (Revenue) is responsible for determination of policy, 
monitoring and control at the Government level. The Inspector General , 
Registration and Stamps (IGRS) is the head of the Registration and Stamps 
Department. He is assisted by two Additiona l Inspectors General in 
administrative and enforcement matters and by a Financial Adviser in 
financial matters. Besides this, one Additional Inspector General, Jaipur is 
entrusted with admi ni stration work. The entire State has been divided into 
18 circles, headed by Deputy Inspector Genera l (DIG) (Stamps). There are 33 
District Registrars (DRs), 114 Sub-Registrars (SRs) and 409 ex-officio SRs1

• 

5.2 Internal audit conducted by the Department 

The Department has an Internal A udi t Wing under the charge of the Financ ia l 
Adviser. Planning for internal audit of uni ts is made on the bas is of importance 
and revenue realisation. The position of the interna l audit conducted and units 
rema ining unaudited during the years 2010-11 to 2014- 15 was as under: 

\'ear Pending Units due Total Units Units Shortfall 
units* for audit units due audited remaining in 

during the for audit during unaudited per celll 
)'ear the )'ear 

20 10- 11 - 369 369 132 237 64.22 

20 11 -12 - 369 369 149 220 59.62 

2012- 13 - 369 369 183 186 50.40 

20 13-14 - 369 369 11 7 252 68.29 

20 14-15 - 523 523 16 507 96.94 

Source: Information provided by the IG. Regis tration and Stamps. Ajmer. 

* Audit has been conducted from the month of las t audit to preceding month of current audit. 

The short fall in coverage of units due for audit ranged between 50.40 per cent 
and 96.94 per cent during 2010- 11 to 2014-1 5. The Department stated that the 
short fall in aud it during 20 14- 15 was due to the fact that concerned audit 
parties were diverted for other departmenta l work. 

It was noticed that 10,353 paragraphs of internal audit reports were 
outstanding at the end of 2014- 15. Year-w ise breakup of outstanding 
paragraphs of interna l audit reports is as under: 

1 Tehsildars and Naib Tehs ildars have been declared as ex-officio SRs. 
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Source: lnfomiation provided by the JG, Registration and Stamps, AJmcr. 

The number of outstanding paragraph is increasing year after year due to 
diversion of internal audit parties to other departmental functions. Action on 
these paragraphs would become increasingly difficult with passage of time. As 
such, these need immediate and focused attention of the Government. 

The Government needs to strengthen the Internal Audit Wing so that timely 
detection and correction of errors in levy and collection of revenue are 
ensured. Further, efforts may be made for expeditious settlement of 
outstanding issues raised by the Internal Audit Wing. 

5.3 Results of audit 

During the year 2014-15, test check of record of 242 units of the Regi tration 
and Stamps Department disclosed short reali sation of SD and RF amounting 
to ~ 200.28 crore in 6,732 cases, which broadly fall under the following 
categories: 

SI. Catej:!ories 
no . 

• - Incorrect determination of market value of property 

• • . . .. . . 
3. Other irregularities 

Total 

:\ umber of 
Cases 

... 
3,306 

1,962 

6,732 

~in crore) 

..\mount 

110.11 

66.62 

200.28 

During the year 2014-15 the Department accepted underassessment and other 
deficiencies of ~ 5 1.56 crore pertaining to 2,995 cases, of which 735 cases 
involving~ 23.72 crore were pointed out during the year 20 14-1 5 and the rest 
in the earlier years. The Department recovered ~ 4.75 crore in 2,273 cases 
during the year 2014- 15, of which 90 cases involv ing ~ 0.23 crore related to 
the year 2014-15 and rest to the earlier years. 

A few illustrative cases involving~ 51.65 crore are discussed in the paragraphs 
from 5.4 to 5.13. 
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5.4 :\on-levy/short len of SD and surcharge on transfer of immo\'able . . 
propert~ and change of land use 

As per Article 2 1 (i) of the Schedule to the RS Act, 1998, SD on the instrument 
of conveyance relating to immovable property shall be levied on the market 
value of the property. Section 17 of the Registration Act, l 908, prov ides that 
other non-testamentary instruments which purport or operate to create, 
declare, assign, limit or extingu ish whether in present or future, any right, title 
or interest whether vested or contingent, of the va lue of ~ 100 and above, to or 
in immovable property, are requ ired to be compulsorily registered. 

The State Government vide notification dated 25 February 2008 reduced SD 
chargeable on the instrument of immovable property executed by the State 
Government, Rajasthan Housing Board, Jaipur Development Authority (JOA), 
Urban Improvement Trust (UIT), RIICO, Municipa lity, Municipal Council or 
Nagar Nigam, after change of land use. The SD was to be charged on the 
difference of market value of land calculated on the basis of previous land use 
and changed land use. Vide notification dated 14 July 20 14 a provision was 
made in supersession of above notification to the effect that SD chargeab le on 
order of land use change issued under the Rajasthan Urban Areas (change of 
land use) Rules, 2010 or under any other relevant rules, shall be reduced and 
charged at the rate of l 0 p er cent of the amount of charges or fee for land use 
change, subject to a minimum of ~ 500 in each case. Further, it was clarified 
that the provisions of notification would also be applicable to all conversion 
orders issued prior to the date of issue of this notification. 

5.4.1 During test check of the records of SR, Jaipur-III and information 
col lected fro m JOA, it was noticed (November 2014) that one commercial 
lease deed (document no. 6 195 dated 6 June 2013) measuring 72,967 square 
metre (sqm) (total area 74, 147 sqm minus surrendered land for road 
l , 180 sqm) land was registered in favour of Mis Jai Drinks Private Limited 
(JDPL). Scrutiny of the lease deed and Jamaband/, disclosed that initially 
205 .40 bigha land (5. 19 lakh sqm inc luding Niji Khatedari3 land) at village 
Jhalana Dungar was allotted to Mis Capstan Meter Company (India) Limited 
(CMC) on 99 years lease basis for industria l purpose on 23 April 1965 and 
19 October 1965. The CMC had thereafter executed a sub-lease for 45 acres 
( 1.82 lakh sqm) out of the said land in favo ur of JDPL fo r 98 years with effect 
from 1 April 1966 for the same purpose with the approval of the Government 
of Rajasthan. 

JDPL on behalf of CMC applied for change of land use of 74, 147 sqm land 
(69,43 1 sqm Ni.Ji Khatedari and 4,716 sqm Government land) from industria l 
to commercial purpose. Permission fo r convers ion of 72,967 sqm land was 
accorded in favour of CMC. However, pa/ta ( lease deed) was issued in favour 
of JDPL on instruction of Government (UDH Department) and l , 180 sqm land 
was surrendered for public road. The SR, Ja ipur-III charged SD at the rate of 
conveyance on 71.99 crore ~ 4 1.66 crore convers ion charges and 
~ 30.33 crore cost of Government land) deposited by the applicant fo r 
commercial pal/a. However, the SD at conveyance rate of five per cent should 
have been charged on the cost of the Government land plus other charges 

2 Ja111aba11di is a revenue record containing the names of tenants from whom land revenue is to be recovered. 
1 Niji Klwtedari land means agricultural land held by Khatedar as per Jamabandi. 
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(lease amount) paid in addition to I 0 per cent SD on conversion charges. This 
worked out to < 6.25 crore including surcharge whereas SD of < 3.96 crore 
including surcharge was only paid. Thus, SD and surcharge of < 2.29 crore 
were short levied. 

It was also fo und that the land measuring 69,43 1 sqm belonged to CMC and 
application fo r change of land use was moved on behalf of CMC, though the 
patta was issued to IDPL. Audit could not ascertain fro m the records avai lable 
whether the lease deed executed earli er with the CMC was cancelled, or the 
land was transferred by the CMC to JDPL on receipt of con ideration prior to 
issue of patta to JDPL, which would have attracted SD at the rate of 
conveyance. The value of the land was < 53 1.41 crore on which SD of 
< 29.23 crore4 wa leviable. 

The matter wa brought to the notice o f the Department (December 201 4) and 
reported to the Government (May 201 5). The Government replied (November 
201 5) that the case had been registered with DIG (Sta mp ). 

5.4.2 Section 37(4) of the RS Act, 1998, prescribe that when a per on 
incharge of a public offi ce, during the course of inspection or otherwise, 
detects an instrument or copy thereof or when it appears therefrom to a per on 
referred to in Sub-section ( I) that the instrument is not dul y stamped, such 
person shall forthwith make a reference to the Collector in that matter. The 
IGRS also issued circular dated 2 November 20 I 0 in this regard. 

Scrutiny of records of public offices5 and departmental offices of six d istricts6 

out of 33 districts covering the period between 2008-09 and 201 3-14 and 
regular audit conducted during May 2014 and March 20 15, disclosed that the 
orders for change o f land use were i sued in 2 12 cases. Audit ob erved that in 
203 cases, the provisions of Section 37(4) were not followed by the person 
incharge of the concerned public offices, which resulted in non-levy of SD of 
< 5.07 crore. Further, in nine cases, SD of< 1.32 crore was short levied as 

' SD chargeable @ fi ve per cent on market value of~ 5,3 1,4 1,09,878 ([v DLC of ~ 69,580 psqm ( I 0 per ce111 extra 
for comer plot) and surcharge = ~ 29,22,76,043 ~ 26,57.05.494 SD + ~ 2,65,70.549 SC). 

' The State Government vide notification dated 16 December 1997 declared agar igam, UIT, Development 
Authorities. Rajasthan Industrial Investment Corporation (RllCO) and other authorities as public offices. 

" Ajmcr, B1kaner. Jaipur. Jodhpur, Kota and Uda ipur. 
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SI. '"m"· 
no. of 

public 
nflin· 

I. RllCO 

2. Na gar 
Nigam 

3. Na gar 
Nigam 

4 JDN 

ADA' 

5. JD /\J 

ADA 

6. JDN 

ADA 

7 UIT 

8. UIT 

Chapter-V: Stamp Duty and Registration Fee 

deta iled below: 
~ i n lakh) 

rhanJ,:l' of land "'"' ,0. c ·un\~f\ion S il Sil SC ' "·of ''"'- ' o. of ~hurt l olal 

of rhari:c.·' rh:.1ri.:1.·:1hk duar,,: .. ·d C3\l'\ 1 ... , ~ of n l\l'' l l'\ ~ rl'('O\l' f -

Ci.l\l' \ puid " 10•. of SI> SC of S il s hh• 

From To ron\ 1.·r,ion umount 
1.·hargl"'' ( +, SC 

\ llfrlUl f J!l' 

Industrial Commercial 
27 4.457.70 486.03 138.63 20 222.75 7 124.65 347.40 

Residential Commercia l/ 

Mixed USC 
136 2.725.60 229.94 0 136 229.94 0 0 229.94 

Rcs1den11al lnstiru1ional 
32.60 3.59 0 3.59 () 0 3.59 (Hospital) 

Rcs1den11al Commercial 

Mixed USC 9 108.41 11 91 0 7 4.2 1 2 7.71 11.91 

lndustnal Residential 
2 178.89 19.68 11.96 2 7.72 0 0 7.72 

lns11ru11onal Commercial 
12.1 0 1.33 0 1.33 () () 1.33 

Rc;idcntial Commercial 35 309.44 34.03 0 35 34.03 0 0 34.03 

Rcs1dcn11al lns1itu11onal 35. 10 3.86 0 3.86 0 0 3.86 

Tota l 
2 12 7,859.84 790.38 150.59 203 507.43 9 132.36 639.79 

The matter was po inted out to the Department and reported to the Government 
(June 201 5). The Government replied (September 20 15) that ca e had been 
registered with DIGs (Stamps) in 44 cases; recovery was pending in two cases 
after decision of DIGs (Stamp ); notices had been issued in 53 cases and rep ly 
was awaited from DIGs in 76 ca e . In four cases, documents were stated to 
have already been registered and in 32 cases, recovery had been made. The 
Government did not fu rn ish detail s of dec ision in one case. 

5.5 Non-levy/Short levy of SD and RF on development agreements 

As per Article 5(e) of the Schedu le to the RS Act, I 998, SD on an agreement 
or memorandum of an agreement relating to giv ing authority or power to a 
promoter or a deve loper, by whatever name called, for construction on, or 
development of, or sa le or transfer (in any manner whatsoever) of any 
immovable prope1t y, shall be charged as on a conveyance on the market value 
of the property. The State Government vide notification dated 6 March 2013 
reduced SD from five per cent to one per cent of the market value o f the 
property from the date of issue o f notifi cation. 

Further, as per Article 2 1 (i) of the Schedu le to the RS Act, 1998, SD on the 
instrument of conveyance relati ng to immovable property sha ll be levied on 
the market value of the property. 

7 Ajmer Dcvclopmcol Authority. 
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5.5.1 Misclassification and Underva luation 

5.5.1.1 Misclassification 

During test check of records of five SRs8
, it was noticed (between July 20 14 

and December 20 14) from the recitals of 19 documents that these documents 
were titled as development agreements and the SRs had registered the same 
according to their title despite the fact that the developers had either rece ived 
consideration va lue from the owners or a certain percentage of share was 
transferred to the developers together with land, basement and open area. The 
deve loper could sell their hare without intervention of owners. The deta ils 
are as under: 

~ in crore) 

SI. :\ature of irre~ularit~ :\u. of SD and SD and Short 
no. documents surcha rge surcharge lc\'y of 

C~o. of lc\'iable lc\'ied SD and 

SRs) surchaq~c 

I. Certain percentage of share I 0 (2) 0.49 0.2 1 0.28 
in constructed area was 
transferred together with 
land, basement, open area 

2. Consideration amount 9 (5) 5.28 0.63 4.65 
received; villa and fl ats 
received as consideration; 
joint ownership from ground 
floor to other floors 

Total J 9 (7) 5.77 0.84 4.93 

As such, these documents should have been treated as conveyance and SD 
should have been charged at the rate of fi ve per cent of the market value as per 
Article 2 1 of the Schedule to the RS Act, 1998. Due to this mi class ification, 
SD and surcharge of ~ 4.93 crore was short levied . 

5.5.1.2 Undervaluation 

During te t check of record of four SRs9
, it wa noticed (between September 

20 14 and November 2014) that in eight development agreements, the market 
va lue of properties was considered on lower s ide due to incorrect application 
of DLC rate despite the fact that the agreements were made for construction of 
residential building/mixed purpose, re ulting in short levy of SD, surcharge 
and RF of ~ 3 1.77 lakh . 

This resulted in short levy of SD, surcharge and RF aggregating to 
~ 5.25 crore. 

The matter was brought to the notice of the Department (between August 201 4 
and January 2015) and reported to the Government (May 20 15). The 
Government rep lied (July 2015) that cases had been registered with DJ Gs 
(Stamps) in 14 documents; notices had been i sued in two cases; factua l 
position had been called for in eight cases; recovery was pending in two 
decided cases and one case was under consideration. 

~ Jaipur-II, Jaipur-VI. Kotkas1m, Neemrana and Tapukara. 
• Udaipur-1, TiJara, Behror and ecmrana. 
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5.5.2.1 During iest check o~ records of SRs Bhilwara, Jaipur II, 
Udaipur-I and Ud "pur-11, it wasl noticed (between July 2014 and October 
2014) from the re "tal of six salci deeds that development agreements were 

I 
executed between t e owners of the property and the developers to develop 
residential/commer 1 ial building bn plots/agricultural land. There was no 
evidence of payme t of SD on the~e development agreements. This resulted in 
non-levy of SD and surcharge amo~nting to ~ 83 .23 lakh. 

5.5.2.2 As per Article 44(ee) df the Schedule to the RS Act, 1998, when 
power of attorney l(PoA) is giveJ, without consideration to sell immovable 

. I 
property to-

(i) the father, other, brother,1 sister, wife, husband, son, daughter, grand-
son or grand-daugh er of the exectitants, SD of~ 2,000 would be chargeable, 

(ii) any other p rson, SD at th~ rate of two per cent of the market value of 
the property, which is the subject rhatter of PoA, would be chargeable. 

I 

As per Article 44( ee) of the ScHedule to the RS Act, 1998, when a PoA is 
given to promoter r developer ht whatever name called, for construction, or 
development of, r sale or tran1sfer (in any manner whatsoever) of, any 

I 

immovable propert , SD at the rate as on conveyance on the market value of 
the property would be chargeable. ! 

. - I 

During test checkjo~ records of ~R P~rbatsar, it was noticed (Au~st 2014) 
that a Po~as-r gistered on 16 Apnl 2012 for development of mtegrated 
residential colony. The SR charg6d SD and RF of~ 0.49 lakh on the market 
value of ~ 22.24 1 kh by misclaskifying the document as PoA given without 
consideration to s511 the -immova~le property under Article 44 ( ee) (ii). The 
document should Ive been classified under Article 44 ( eee) on which SD of 
~ l.12 lakh10 was hargeable13es:ides this, it was found from the recital of the 
document that a evelopment agreement was also executed between the 
parties for the abo e purpose. HoFever, there was no evidence of payment of 
SD of~ 6.04 lakh11 on the development agreement. This resulted in non-levy/ 
short levy of SD a d surcharge agb-egatingto ~ 6.67 lakh12

• 

The matter wasp inted out to ttle Department (August 2014 and November 
I 2014) and reporte

1

d to the Government (February 2015). The Government 
replied (July 2015) that in six doc~ments, cases had been registered with DIGs 
(Stamps) and in re aining one case, action for registering the case was being 
undertaken. I 

I 

I 

I 
I 

I 

10 SD chargeable@5 per ent on market value of~ 22,23,971=~1,12,318 
SD charged @ 2 per ce ton market value ~Hf 22,23,971 = ~ 48.930 

Difference of SD = ~ 63.388 -----------A 
II I 

SD chargeable@ 1 per ent on current market jValue of~ 5,48,64,591= 
~ 5,48,646 SD -tj ~ 54,864 SC=~ 6,03,510 -----------B 

12 
Total A+ B = ~ 6,66,89 I 

I 
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5.6 ~on-le,·y of SD on transfer of immovable properties to 
partnership firms 

As per Article 43( 1)(c) of the Schedule to the RS Act, 1998, inserted on 
26 March 201 2, in case of instrument o f partnership where share contribution 
is brought in by way of immovable property, SD should be chargeable as on 
conveyance on the market va lue of such property. 

During test check of records of 11 SRs 13, it was noticed (between July 2014 
and January 20 15) that 20 sale deeds were executed between partnership 
firms/companies and the purchaser wherein individuals had made capita l 
contribution or contributed tota l land to partnership firm in cons ideration of 
their share. Thus, the SD and surcharge was chargeable but the SRs had not 
taken into account this fact at the time of registering the sale deeds by the 
partnership firms and the SD was not recovered as per extant provision on 
market value of ~ 54.59 crore. This resul ted in non-levy of SD and surcharge 
of ~ 3.00 crore. 

The matter was brought to the noti ce of the Department (between August 20 14 
and February 201 5) and reported to the Government (February 201 5 and June 
20 15). The Government replied (September 201 5) that in 14 documents, cases 
had been registered with DIGs (Stamps); in one document, notice for recovery 
had been issued and action in accordance w ith decision of DlGs (Stamps) was 
awaited in remaining fi ve cases. 

5. 7 Non-recovery of exempted SD on breach of conditions 

As per Clause 5 of Raj asthan Investment Promotion Scheme (RIPS) 20 I 0, an 
enterprise to which Entitlement Certificate has been issued shall be eligible to 
claim 50 per cent exemption on the SD payable on the instruments executed 
fo r the purchase or lease of land. C lause 3 of the scheme stipulates that the 
scheme shall be applicable to a new enterprise, sick industrial enterprise for its 
reviva l and ex isti ng enterprise making investment for modernisation/ 
expansion/divers ification subject to the condition that the enterprise shall 
commence commercia l production or operation dur ing the operative period of 
the scheme. 

Annexure- 1 of the scheme includes a list of enterpri ses not eligible for benefits 
of subs idies and/or exemptions under the scheme. This includes enterprise 
established at the s ite of an ex isting enterprise exc luding sick industrial 
enterprise. As per Clause 8(D), where on scrutiny or inspection by the officer 
of Commercial Taxes/Industries Department, it is found that the enterprise 
which has ava iled the benefits under the scheme is not eligible for such 
benefits, a reference shall be made to the appropriate Screening Committees. 
On being satisfi ed with the genuineness of the reference, the Committee may 
take appropriate dec isions including withdrawal of benefits and recovery of 
the benefits a lready availed with interest at the rate of 18 per cent per annum. 

During test check of records of SRs Behror, Sambher and Jaipur-III , it was 
noti ced (A ugust 20 14 and November 2014) that in three cases, benefits of 
50 per cent exemption on SD were ava iled by the purchasers but they either 

1' Jaipur-II. awa1madhopur, Bhiwad1, Badgaon, Srimadhopur, Uda1pur-l. Uda1pur-ll. Jhunjhunu, Jodhpur-111. Sikar 
and Jaipur- I. 
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failed to fulfill conditions/requirement or were not eligible for availing such 
benefits, as deta iled below: 

~in lakh) 

SI. '.'Oame of Name of Party Amount of SD Remarks 
no. SR (Document no.) and surcharge 

1. Behror Mis Sidhi Multi 
Trade Pvt. Ltd. 

( 4308/26. 7.201 3) 

2. Jaipur-lll M/ s Varity Craft 
Export 
(7750/ 19.7.20 13) 

3. Sambher Mis Oshiya Steel 
Pvt. Ltd. 

(256 1/4.1.20 12) 

Total 

103.99 

6.32 

12.03 

122.34 

Purchaser purchased sick 
industrial unit for revival but 
sold a part o f land and 
executed a development 
agreement on remaining land 
without revival of sick unit. 

Purchaser purchased existing 
enterprise (not sick industrial 
enterprise) for new investment 
and hence not e ligible to claim 
exemption in SD under Clause 
3 and Annexure- 1 of the 
scheme. 

Purchaser so ld the land on 
19 June 2013 without 
establishing the unit. 

Thus, due to breach of conditions mentioned in the scheme or lack of 
eligibility, the beneficiaries were liab le to refund the SD and surcharge of 
~ 1.22 crore. 

The matter was pointed out to the Department (September 20 14 and December 
2014) and reported to the Government (February 2015). The Government 
replied (October 20 15) that cases had been registered with DIG (Stamps) in all 
documents. 

5.8 Short levy of SD and RF due to undervaluation of properties 

As per Article 2 1 (i) of the Schedule to the RS Act, 1998, SD on the instrwnent 
of conveyance relating to immovable property shall be levied on the market 
va lue of the property. Ru le 58 of the Rajasthan Stamp Rules, 2004, provides 
that the market va lue of the land shall be assessed on the basis of the rates 
recommended by the District Level Committee (DLC) or the rates approved 
by the TGRS, whichever is higher. 

During test check of records of eight SRs 14
, it was noticed (between May 20 14 

and February 201 5) that the market va lue of properties was considered on 
lower s ide despite the fact that such properties were purchased for 
commercial/institutiona l/residential purposes or located at the site where 
higher rates of DLC were applicable. The SRs va lued the properties 
transferred through these documents at the rates lower than the rates which 
were most appropriately app licable based on description or location of 
properties. This resulted in short levy of SD and RF amounting to~ 1.59 crore 
in 15 cases. 

14 Kurawad. Udaipur- 11, Chomu, Tapukara. Luni. Newai, Jaipur-I and Phalodi. 
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The matter was pointed out to the Department (between June 201 4 and 
January 201 5) and reported to the Government (May 201 5). The Government 
repl ied (October 201 5) that cases had been registered with DIGs (Stamps) in 
five documents; notices for recovery had been issued in nine documents and in 
remaining one case, recovery of~ 0.59 lakh had been made. 

5.9 Short levy of SD and RF due to incorrect application of rates 
___ _ in valu~~io_n of_pr<!p!r_!!es __ ________ __ _ 

5.9.1 Industrial purposes 

The Department vide Circular No. 112009 made a provision that in case of 
land used or converted for industrial purpose at the time of execution of 
document, the valuation should be done at industrial rate and in case the land 
was situated out of RJICO area, valuation should be done at industrial rate 
prescribed by the DLC and if DLC rates had not been prescribed then the 
valuation should be done at prevalent reserve price of nearest RJICO area or 
the rates prescribed by the DLC, whichever was higher. 

During test check of records of SRs Sanchore, Asnawar, Chaksu and Kolayat, 
it was noticed (October 2014 and December 2014) that 21 documents were 
registered between May 20 12 and March 2014 for purchase of land converted 
for industri al purpose and agricultural land for industrial purposes. It was 
found that the lands were situated beyond five Km from RIICO area and hence 
SD was chargeable at industrial rate as per provision of Circular No. 112009 
but the SRs valued the lands at agricultural and residential rate. The SRs 
charged SD and RF of ~ 71.34 lakh instead of~ 11 6 lakh resulting in short 
recovery of SD and RF of~ 44.66 lakh. 

Further, it was noticed (November 2014) that SR Srimadhopur, had applied 
lower rates in valuation of land converted for industrial purpose in three 
documents. Application of incorrect rates in valuation resulted in short 
recovery of SD and RF of ~ 5.42 lakh. 

This resulted in short levy of SD and RF aggregating to~ 50.08 lakh. 

The matter was pointed out to the Department (between November 2014 and 
March 2015) and reported to the Government (May 2015). The Government 
replied (September 201 5) that notices for recovery had been issued in 
18 documents and cases had been registered with DIGs (Stamps) in s ix 
documents. 

5.9.2 Properties purchased by companies and educational institutions 

The State Government vide notification dated 9 March 2011 specified that SD 
on instrument of transfer of land for institutional purposes for which rates are 
not recommended by the DLC shall be charged on consideration amount 
mentioned in the document or 1.5 times of the rates of residential land, 
whichever is higher. As per substituted Rule 58 of the Rajasthan Stamp Rules, 
2004, inserted vide notification dated 8 May 201 2, the rates of land for 
institutional purposes shall be equal to 1.5 times of rate of residential land. 

The State Government issued a notification on 8 May 2012 superseding the 
notification dated 9 March 201 1 prescribing that the rates of agricultural land 
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purchased by companie or partnership firms for the purposes other than 
industrial , tourism, residential or commercial sha ll be l.5 times of the rate of 
residential land of that area with the condition that these rates shall be 
applicab le where the rates for uch land have e ither not been recommended by 
the DLC or rates recommended by the DLC in respect of the ame are less 
than the aforementioned prescribed rates . 

During test check of records of SRs Nasirabad, Wair and Kanod, it was 
noticed (July 20 14 and August 2014) that s ix sale deeds were executed 
between September 20 11 and July 201 3, wherein lands were purchased by 
companies and educationa l institutions. The SRs had determined the market 
va lue of properties as hown in documents/at agri cultural rate instead of 
considering 1.5 times of Re idential Rate (RR) as per extant prov1s1on as 
detail ed be low: 

Nasirabad 9 March 3 13.05 190.6 1 
and Wair 20 I I 

Ka nod 8 May 20 12 3 934 650.15 

Tota l 6 22.39 840.76 

0.8 1 11.57 

0.61 37.19 

1.42 48.76 

~in lakh) 

I 0. 76 I. SD calculated at 
consideration 
amount menlloned 
in document 
instead of 
valuation at 1.5 
limes of RR. 

2. SD calculated 
on market value at 

agncuhural rate 
instead of 
valuation at 1.5 
times of RR. 

36.58 SD calculated on 
market value at 

47.34 

agncuhural rate 
instead of 
valuation at 1.5 
limes of RR. 

This re ulted m short levy of SD, surcharge and RF amounting to 
~ 4 7 .34 lakh. 

The matter was pointed out to the Department (between July 2014 and 
September 20 14) and reported to the Government (February 2015). The 
Government replied (October 20 15) that cases had been registered with DIG 
(Stamps) in three documents; notices for recovery had been issued in two 
documents and in remaining one document, the amount had been recovered . 
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5.10 Short levy of SD and RF on agreement to sell with transfer of 
possession 

Section 2(xi) of the RS Act, 1998 defines conveyance as a conveyance on sale 
by which property or any estate or interest or any property is transferred to or 
vested in, any other person, intervivos. As per Altic le 21 of the Schedule to the 
RS Act, 1998, SD on conveyance of immovable property would be charged at 
the rate of five per cent of the market value. As per Artic le 5(c) of the 
Schedule to the RS Act, 1998, SD of three per cent of the total consideration 
of the property would be chargeable on agreement to purchase or sell an 
immovable property when possession is neither given nor agreed to be given. 

During test check of records o f SR Nathdwara, it was noticed (January 20 15) 
that a document (No. 1349 dated 24 April 201 3) was registered as an 
agreement to sell without possession for a land converted for the purpose of 
agricultural trade unit on which SR charged SD and RF of ~ 1.27 lakh on face 
value of ~ 29.50 lakh. On recita l of the document, it wa noticed that the entire 
amount of consideration had been received at the time of handing over 
phys ical possession of the land. As such, the document was squarely covered 
under the category of conveyance. It was not made clear in the document 
whether the land was initiall y converted for agricultu ral processing or for 
marketing of crop. Audit therefore, worked out the va luation of the property at 
a rate applicable for agricultural plot, on which SD and RF of ~ 26.29 lakh 
was payable. This resulted in short levy of SD and RF of~ 25.02 lakh. 

The matter was pointed out to the Department (February 20 15) and reported to 
the Government (April 201 5). The Government replied (August 2015) that the 
case had been registered with DIG (Stamps). 

5.11 Short levy of SD due to misclassification of mortgage deed as 
agreement of loan 

The State Government vide notification dated 7 March, 1994 specified that 
the SD chargeable on mortgage deed executed in favour of any bank or 
co-operative society for obtaining loan for non-agricultural purposes sha ll be 
reduced to one per cent of the loan amount or~ l 00, whichever is higher. 

During test cheek of records of SRs Jodhpur-1, Udaipur-11 and Kishangarh 
(Ajmer), it was noticed (between September 2014 and December 2014) that in 
fou r cases, the documents were titled as mortgage deeds wherein the 
borrowers had mortgaged the ir properties in favour of banks/loan provider 
company as securi ty o f the loan taken by them with the condition that in case 
of default in payment of the amount of loan, the loan providers shall be free to 
sell out the properties so mortgaged. In these cases, SD and surcharge of 
~ 20. I 8 lakh at the rate of one per cent on the market value should have been 
charged but the SR levied SD and surcharge of ~ 2.02 lakh at the rate of 
0.1 per cent of market value treating the documents as agreement of loan. In 
another case in which the document was titl ed as depos it o f title deed , the SR 
levied SD and surcharge of ~ 0.37 lakh at the rate of 0.1 per cent considering 
the document as agreement of loan instead of mortgage deed on which SD and 
surcharge of~ 3. 74 lakh at the rate of one per cent of the market value should 
have been charged as the recital of the document tated that the borrower had 
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mortgaged his property in favour of banks/loan provider company as security 
of the loan taken by him with the condition that in case of default in payment 
of the amount of loan, the loan providers sha ll be free to sell out the property 
so mortgaged . This resulted in short levy of SD and surcharge of ~ 2 1.53 lakh. 

The matter was pointed out to the Depattment (between October 20 14 and 
January 20 15) and reported to the Government (April 2015). The Governm ent 
replied (October 20 15) that cases had been registered with DI Gs (Stamps) in 
a ll the fi ve cases. 

5.12 Short levy of SD and RF due to undervaluation of properties 
registered as farm houses 

The ub-rule l of Rule 58 of the Rajasthan Stamp Ru les, 2004, provides that 
the market va lue of the land shall be as essed on the basis of the rates 
recommended by the DLC or the rates approved by the IGRS of Stamps from 
time to time, whichever is higher. As per point 7 of circu lar 5/20 1 I issued by 
the lGRS on 3 1 March 20 11 , it would be appropriate to make valuation at 
res identia l rate in case of re-transfer of lease for farm house due to its 
non-agricu ltura l purpose. 

During te t check of records of SRs Udaipur-1, Udaipur-II and Badgaon, it was 
noti ced (September 20 14) that in 13 cases, lands were so ld after getting the 
agricultural land converted into fann houses. On scrutiny, it was noticed that 
the SRs va lued the land in eight cases al 35 per cent of residential rate of that 
area and in five cases at face value. However, the va luation should have been 
done at res idential rate as per the above provisions because the rates 
pre cribed by the IG vide C ircu lar 5/201 1 wa higher than the rate prescribed 
by the DLC. This resul ted in short levy of SD and RF amounting to 
~ 23.30lakh15

. 

The matter was pointed out to the Department (October 20 14) and reported to 
the Government (April 20 15). The Government replied (June 20 15) that in 
l 0 documents, cases had been registered with DIG (Stamps) and in case of 
three documents, recovery of~ 2 .74 lakh had been made. 

5.13 Short levy of SD and RF due to undervaluation of gift deed 
and by extending benefit of concessional SD 

As per Article 3 1 of the Schedule to the RS Act, 1998, the SD on instrument 
of g ift i chargeab le as conveyance on market va lue of the property, w hich is 
the subject matter of g ift. The State Government vide notification dated 
9 March 20 11 prescribed that the SD chargeable on gift deeds of immovable 
property executed in favou r of re latives specifi ed in the notifi cation, sha ll be 
reduced to 2.5 per cent. 

The State Government vide another notification dated 9 March 20 11 amended 
the Rajasthan Stamp Rules, 2004 and specified that stamp duty on instrument 
of transfer of land for institutiona l purposes fo r w hich rates are not 
recommended by the DLC shall be charged on consideration amount 

is SD/ RF chargeable on valuation of~ 630.40 lakh = ~ 37.77 lakh 
S D/RF charged on valualion o r ~ 230.6 1 lakh = ~ 14.47 lakh 
S D/RF short levied = ~ 23.30 lakh 
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mentioned in the document or 1.5 times of the rates of residential land, 
whichever is higher. 

During test check of records of SR Atru (Baran), it was noticed 
(November 2014) that two bigha land was given through a gift deed to Indian 
Education Society,Chardana to fac ilitate education at co llege level. 

Audit ob erved that valuation was done at aggregate value of ~ 5.75 lakh for 
levying of SD/RF though the transferred land was to be used for running a 
college. The SR worked out the va lue of land applying the agricultural rate of 
~ 2.87 lakh per bigha instead of 1.5 times of res idential rate of that area. The 
valuation of the land should have been ~ 196.26 lakh , on wh ich SD and RF of 
~ 11.29 lakJ1 was leviab le. 

ft was also found that the SR charged SD of only ~ 0.2 1 lakh on the val uation 
of ~ 5. 75 lakh after allowing rebate of ~ 0. 15 lakh e1Toneous ly by treating the 
land given as gift in favour of pecified person as per notification dated 
9 March 2011. The land was neither gifted to a specified person nor gi vcn for 
agriculture purpose. Thus, SD of ~ 11.08 lakh 16 was short levied due to 
incorrect valuation of land and by extending benefit of concessional SD. 

The matter was pointed out to the Department (December 20 14) and reported 
to Government (February 2015). The State Government repl ied (Ju ly 2015) 
that notice for recovery had been issued by the SR. 

16 SD chargeable @, live per ce/11 on market value of~ 1,96,26,240 (iii DLC of ~ 570 psfl ( 1.5 x 380 psfl) for 34,432 
sfl. surcharge and RF = ~ 11 ,29,443 (9.81,3 12 SD + 98. 131 SC + 50,000 RF) 
SD charged (q 2.5 per ce111 on market value of~ 5, 74,600 @ DLC of ~ 2.87.300 per bigha for two bigha land. 
surcharge and RF = ~ 21,560(14,370 SD + 1.440 SC + 5.750 RF) 
Short levy = ~ 11.07,883 
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CHAPTER-VI: STATE EXCISE 

6.1 Tax administration 

The Secretary, F inance (Revenue) is the administrative head at Government 
level. The Department is headed by the Excise Commiss ioner (EC). The 
Department has been di vided in seven Zones which are headed by the 
Additional Exc ise Commissioners (AECs). District Excise Officers (DEO) and 
Excise Inspectors working under the conh·ol of the AECs of the respective 
Zones are deputed to oversee and regulate levy/co llection of excise duties and 
other levies. 

6.2 Internal audit conducted by the Department 

The Department has an Internal Audit Wing under the charge of Financia l 
Adviser. This wing has to conduct test check of cases of assessment as per the 
approved action plan and in accordance with the cr iteria decided to ensure 
adherence to the provisions of the Act and Rules as well as Depa1tmental 
instructions issued from time to time. 

The position of last five yea rs of internal audi t is as under: 

Vear Pending Units added Total Units audited Units Percentage of 
units during the units during the remaining units remaining 

year year unaudited unaudited 

20 10- 11 70 40 II 0 83 27 25 

2011-12 27 40 67 60 7 10 

20 12-13 7 41 48 41 7 15 

2013-14 7 41 48 42 6 13 

20 14-15 6 41 47 47 0 -

During 20 14-15, all the units due fo r audit by Internal Aud it Wing had been 
covered. 

It was also noticed that 627 paragraphs were outstanding at the end of 
20 14- 15 of which 133 paragraphs were outstanding for more than five years. 
Year-wise break up of outstand ing paragraphs of internal audit reports is as 
under: 

• lnfonnat ion awaited. 

The pendency of paragraphs for a long period defeated the very purpose of 
internal aud it. The Government may consider strengthening the functioning of 
the Interna l Audit Wing and take appropriate measures on outstanding 
paragraphs for plugging the leakage of revenue and for ensuring compliance 
with the provisions of the Act/Rules. 
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6.3 Results of audit 1 

Test check of the records of 21 units of the State Excise Department conducted 
during the year 2014-15 disc losed non/short recovery of Excise Duty and 
Licence Fee, interest on security deposit, loss of Excise Duty on account of 
excess wastages of liquor and other irregularities involving ~ 62.29 crore in 
3,870 cases which fall under the following categories: 

~ in crorc) 

A paragraph on 'Arrear of State Excise Department ' 

2. on/short realisation of Exci c Duty and Licence Fee 403 17.79 

3. Loss of Excise Duty on account of Excess Wastages of 678 0.89 
Liquor 

4. Non-Recovery of Interest on Security Deposits 6 10 0.17 

5. Other irregularities 2, 178 4.75 

Total 3,870 62.29 

The Department accepted deficiencies in 3,844 cases involving ~ 10.62 crore, 
of which 1,797 cases involving ~ I .64 crore had been pointed out in aud it 
during 2014- 15 and the rest in earlier years. The Department recovered 
~ 2.7 1 crore in 2,700 cases, of which 668 cases involving ~ 0.5 I crore had 
been pointed out in audit during the year 20 I 4-15 and the rest in earlier years. 

A paragraph on 'Arrear of State Excise Department' involving revenue of 
~ 38.69 crore and few illustrative cases invo lving ~ 9.59 crore are discussed in 
the paragraphs from 6.4 to 6.8. 
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1 6.4 Arrear of State Excise Department 

. 
I 6.4.1 Introduction 

State Excise revenue consists of duty, tax, fine , fee or composite fee and 
includes exc lusive privilege amount leviable on liquor, spirit, hemp (bhang), 
lanced poppy heads (LPH) and other such articles on which the State 
Government is empowered to impose such levy. Whenever uch amount is not 
paid despite demand of departmental authority, it becomes arTear of the 
Department. As on 3 1 March 20 15, arrears amounting to~ 198.73 crore were 
outstanding in 20 1 cases perta ining to the period from 1967-68 to 20 14- 15. 

Section 40 of the Rajasthan Excise (RE) Act, 1950 and Section 256 of 
Rajasthan Land Revenue Act, 1956 provide that all excise revenue, including 
a ll amounts due to the State Government by any person on account of excise 
revenue, may be recovered from the person primaril y liable to pay the ame or 
from his surety as arrears of land revenue. The DEOs are empowered to 
recover the due amount under the provisions mentioned in the above sections. 

A performance aud it on ' Recovery of arrear under the Land Revenue Act, 
1956 ' by various Departments including Excise Department was included in 
CAG's Audit Report on Revenue Rece ipts for the year 2002-03. The Aud it 
Report has been discussed in Public Accounts Committee (PAC) and 
recommendations have been received. 

I 6.4.2 Organisational set-up 

The Exc ise Commissioner (EC) is the admini trative head of the State Excise 
Department. He is assisted by seven Additional Excise Commissioners at 
Zonal Headquarters (Jaipur, Ajmer, Jodhpur, Udaipur, Bikaner, Kota and 
Bharatpur) and 36 DEOs in 33 Districts besides two DEOs (Prosecution) at 
Ja ipur and Jodhpur to oversee the matters of recovery pending with High 
Courts. 

I 6.4.3 Audit Objective and Scope 

The audit was conducted to ascerta in whether prompt and appropriate steps 
were undertaken to recover the arrears and to ascertain the action taken on 
recommendations made by the PAC. 

A ll 53 ca es pertaining to the se lected e ight DEOs 1 were selected for scrutiny. 
Besides, the reco rds at the two DEOs (Prosecution) and EC office were 
examined. The arrears amount involved in these cases was ~ 90.63 crore. 

I 6.4.4 Position of Arrears 

As per the information furni shed by the Department, arrears aggregating to 
~ 198.73 crore were outstanding as on 3 1 March 201 5. Major share of arrea r 
acc umulated in the years 1999-200 l which was attributed to flaws in Excise 
policy applicable at that point of time. The year wi e position of arrears for 
the period from 20 I 0-11 to 20 14-15 is given in the fo llowing table: 

1 Aj mer, Bundi , Churu, Jalorc. Jodhpur, Kota, Pali and Sirolu. 
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Year Arrear at Additions Total Recoveries/ 
the during adjustments 

beginning the year during the 
of the year 
year 

(I) (2) (3) (4) (5) 

2011-1 2 2 17.40 :·--11111 1.38 

3 1.70 17.60 

20 12-1 3 231.50 4.58 - 16.36 

20 13-1 4 2 19.72 4.53 224.25 4.42 

2014-1 5 2 19.83 3.90 223.73 25 .00 

Percentage 
of 

recoveries 
!Column 
(5) to (4)1 

(6) 

0.63 

7.07 

6.93 

1.97 

11.1 7 

~ in crore) 

Arrears 
of 

revenue 
atthe 
end of 

the year 

(7) -23 1.50 

2 19.72 

219.83 

198.73 

The recovery of arrears was only in the range of 0.63 to I I . 17 per cent of the 
total recoverable arrears. 

6.4.4.1 Age-wise Analysis: The age wise details of pendency of arrears are 
as given below: 

~ in crore) 

Pendenc~· of arrears '.'io. of cases Amount Percentage of arrears 

Less than 5 years old 27 4.07 2.05 

Between 5 and I 0 years old 72 18.74 9.43 

Between 10 and 15 year old 37 136.28 68.58 

Between 15 and 20 years old 32 2 1.28 10.70 

Over 20 years old 33 18.36 9.24 

Total 20 1 198.73 100.00 

As could be seen, out of total arrears, ~ I 94.66 crore i.e. 97.95 percent were 
pending for more than fi ve years. The main reasons behind such accumulation 
of arrears were acceptance of fraudulent solvency certificates2 and inaction/ 
lack of timely action by the Department to recover amount of ' risk and cost' 
payable by the defau lting bidders. Since the Department had not laid down 
any norms/targets for clearance of arrears, recovery of such arrears may 
become difficult with the passage of time. 

6.4.4.2 The stages at which the arrears are pending are as follows: 

~ in crore) 

Categories 31 March2014 31 March 2015 
I 

Number of Amount Number of Amount 
cases involved cases involHd 

Recoveries under LR Act 109 98.65 104 97.75 

Under write ofT 66 35.52 64 35.32 

Stay under various courts 40 85.66 33 65.66 

Total 2 15 21 9.83 20 1 198.73 

~ Ceni ficaie showing 1he value of properties owned by hccnsccslguarantors duly certified by the revenue authonuc.,. 
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The arrears locked up under the category of 'Recoveries under LR Act' 
amounting to~ 97.75 crore or 49 per cent of arrea rs as on 3 1 March 20 15 were 
yet to be recovered despite the fac t that such arrea rs were again t uch 
defaulter li censees whose whereabouts and prope1ty details had been identified 
by the Department. Scrutiny of such 27 cases amounting to ~ 44.20 crore in 
elected units disclosed that the Department failed to auction/dispose of ·uch 

propertie in time de pite issuing repeated notices to auction the properties. 
A few of uch cases are discussed in succeeding paragraphs. 

Audit also observed that the Exci e Commi ioner had identified 64 cases 
involving ~ 35.32 crore pertaining to the period 1967-68 to 2006-07 for 
write-off. Out of these 64 cases, 55 files were provided to audit. Scrutiny 
disclosed that in these cases, ei ther the defaulters had no property or their 
whereabouts were not known. No decision fo r write off was taken in these 
cases despite elapse of 21 to 3 15 months as of 3 1 March 20 15. The Department 
had forwarded 24 case to the Finance Department for write off. Out of these, 
19 cases were returned w ith remarks that efforts may be remade for recovering 
the arrear by the Department. The remaining five cases were still pending with 
the Government for dec is ion (July 20 15). 

Further, the department infonned (July 2015) that 33 cases of recovery from 
defaulter licensees/guarantors were pending in Courts. Scrutiny of such 
13 cases pending with couris3 in se lected offices disc losed that the licensees/ 
guarantors had obta ined stay against auction of their attached properties. The 
Department had not made efforts to get the tay orders vacated despite elapse 
of 1 to 17 years. Some of the ca es are discussed in detail in succeeding 
paragraphs. 

6.4.5 Follow-up action on PAC's Recommendations 

Mention regarding arrears of State Excise Department was made in CAG 's 
Audit Reports (Revenue Receipts) for the years 2001-02 and 2002-03. The 
PAC, in its recommendation reports (number 98, 168, etc.) had recommended 
that arrears should be recovered expeditiously. It was also recommended that 
uitable action aga in t departmental officials who were responsible for 

accumulation of arrears may be taken. 

• In compliance of the recommendations of PAC dated 26 August 20 I 0, 
the Excise Commis ioner identified 46 case invol ving ~ 183 .65 crore and 
directed (November 20 I 0) Addi tional Excise Commissioners4 for speedy 
recovery. It was noticed that ~ 8.98 crore had been recovered up to 3 1 March 
20 15 in 15 cases. In 31 cases, no recovery was made. 

• Di cip linary acti ons were initiated aga inst 53 officia ls of Excise and 
R evenue Department , involved in 20 cases having arrear of ~ 82.82 crore, 
who had e ither verified incorrect value of properties or had not obtained 
required security depos its or fa iled to cancel the licences on non-fulfillment of 
terms and conditions of licences . The matter was closed against 16 per on . It 
was stated while concluding the cases that charges could not be establi shed 
against 14 officials and two officials retired . Four officials were penalised and 

ine in High Court. one in DM Court. two in District Consumer Protection Forum and one in RaJasthan Tax 
Board. 

' Jaipur. Ajmcr, Kota. Bikaner. Uda1pur and Jodhpur. 
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action against remaining 33 officials was pending at the Department or the 
State Government level. 

1-6.4.6 Non-attachment of identified property of defaulter 

Under the provisions of Section 228 to 257 of the Rajasthan Land Revenue 
Act, 1956, the DEO can attach and sell movable and immovable property of 
the defaulter if he fails to deposit the amount due. It was noticed that identified 
prope1ties of defaulters were not attached in the following cases: 

6.4.6.1 Demand of~ 28.82 crore was pending against a defaulter licensee 
(Shri Parasram) of liquor group Kota during 1999-0 I . During the period 
2000-01, the DEO Kota attached 13 properties shown in the solvency 
certificate of the licensee. Against this, the co-owner of a property (M/s K.K. 
Industries Bottling Plant, Kota) approached the Rajasthan High Court. The 
Court directed (20 March 2002) to release the property from attachment 
against bank guarantee of~ 50 lakh. The co-owner submitted (27 March 2002) 
bank guarantee of ~ 50 lakh to the Department and accordingly the property 
was released (3 1 March 2002) from attachment. lt was noticed that the bank 
guarantee exp ired on 27 March 2006 and the Department had made no efforts 
for its renewal or to obtain fresh bank guarantee. The Rajasthan High Court 
directed (9 December 20 11 ) the DEO Kota to decide the representation of the 
petitioner within two weeks from the date of order or within one week from 
the date of receipt of order and till then the recovery against petitioner was 
stayed. 

The petitioner submitted his representation on 13 January 2012. The DEO 
Kota decided ( 12 June 2014) the case and fixed the liability of the petitioner 
but in absence of the bank guarantee, the amount could not be recovered. 
Further, no action was taken to reattach and auction the property. 

6.4.6.2 Demands of ~ 3.15 lakh and ~ 5.02 lakh were pending against two 
defaulter licensees (Shri Shambhu Lal Mali and Shri Mishri Lal) of liquor 
group Andheri Devari , Ajmer during 2007-09 and 2009-11. The DEO, Ajmer 
issued attachment warrants for properties on 2 July and 28 November 20 14. It 
was noticed that the DEO kept issuing reminders to Circle Inspectors (Cls) for 
attachment of the properties but no action was taken by the concerned Cls to 
execute the warrant and attach the properties (August 2015). 

J 6.4.7 Delay in auction of attached property 

Section 40 of Rajasthan Excise Act, 1950 provides that all excise revenue due 
to the State Government by any person on account of any contract may, 
without prejudice to any other mode of recovery, be recovered from the person 
primarily liable to pay the same or from hi s surety as arrears of land revenue 
or in the manner provided for the recovery of public demands by any law for 
the time being in force. 

As per Section 239 of the Rajasthan Land Revenue Act 1956, action fo r sa le 
of the attached properties through public auction is to be taken within 30 days 
or period mentioned in the proclamation of sale. For sa le of property, wide 
publicity is to be given to attract the bidders. 
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I 
Scrutiny of record of 53 default cases disclosed that the defaulters owned 
properties in 30 ases involvink arrear of ~ 84.22 crore. Out of this, 
~ 12.6.0 crore was ecovered as a/ re.sult of auctio~ and by other ~eans. This 
compnsed ~ 8.90 c ore towards auction of properties of defaulters m 23 cases. 
ill the remaining c ses, property [could not be auctioned even after lapse of 
4 to 14 years. A fe cases are disc

1

ussed in detail: 

6.4.7.1 One of tJe licensees (Sliri Hajari Ram S/o Sahi Ram) of LPH group 
Hanumangarh in 1Q99-01 presentdd the solvency certificate of~ 42.30 1akh on 
the basis of an agtjculture land arid a house in Jaipur. The licensees defaulted 
in payment of exclusive privilegd amount which resulted in accumulation of 
arrears of~ 12.18 ore at the end :of the licence period. As per the undertaking 
given by the licens e, he was not allowed to alienate or encumber the property 
before payment o arrears. Howdver, the licensee sold the property and the 
purchaser got the 1 nd converted *nder Section 90 (B) of RLR Act, 1956 vide 
Deputy Commissi ner, JDA's order dated 16 January 2006. The Department 
belatedly filed an appeal (2008) [ in the Court of Divisional Commissioner, 
Jaipur which was r jected (Decemher 2009) on the ground that the Department 
was aware of the s le of property 1since beginning as the conversion order was 

I 

passed after invi ing public objections through two newspapers. The 
Department had led an appeal I (2011) against the decision of Divisional 
Commissioner, Ja pur in the Rajasthan High Court, whose decision was 
awaited. / 

6.4.7.2 The Exci e Commissioner issued (October 1988) instructions that 
after attachment, t e property coiild not be kept under the possession of the 
original owner. In case of any income generated from the property, the same 
was required to be eposited into the Government account. 

I · .. 
Two properties5 o the defaulter licensee (Shri Parasram) of liquor group Kota 

I 

for the year 1999- .001 having solvency amount of~ 1.60 crore were attached 
I 

during the period 000-01 by DEO Kota. It was noticed that the properties 
were still in the p ssession of tHe defaulters even after lapse of 14 years in 
contravention to d . partmental instructions to keep the attached property under 
possession of Exe ·1se Departmentl Scrutiny of the records also disclosed that 

I 

the concerned D 0 had issued j more than 20 auction notices for sale of 
attached properties However, efforts to auction the properties did not fructify. 

6.4.7.3 The DE Bundi had abached the properties of the two guarantors 
(Shri Bhagwan ingh and snit. Rajni Dogra) of a defaulter licensee 
(Shri Parasram) of liquor group Bundi for the year 1999-2001. The guarantors 
had given the gua antees of~ 25j lakh and ~ 60 lakh respectively in October 
2000. Scrutiny of the records disclosed that the DEO failed to auction the 
property in time ough almost I/ 100 notices to auction the properties were 
issued during th period 2001 to 2013. The guarantors approached the 
Rajasthan High ourt, Jaipur ~in the year 2009 and 2013 respectively) 
whereupon the co directed (23 November 2013) that the properties of the 
guarantors may no be auctioned ~ill the finalisation of liability of the defaulter 
licensee by the de . artment as per[ decision of Supreme Court in similar nature 
of case pertaining o DEO, Kota. It was noticed that the State Government had 

I 

already finalised ( 7 October 2010) the liability of the licensee in pursuance of 
I 

5 (1) Mayur Hotel, Near Na apura Bus Stand, Kot~. (2) Commercial Plot (No.8, 9 and 10), Motor Market, Kota. 
I 
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the orders passed by the Supreme Court. The Government had fixed the 
liability of ~ 28.83 crore against the defaulter. The DEO Bundi also did not 
make efforts to find out the status about finalisation of liability of the defaulter 
licensee from DEO Kota and kept the auction pending by treating the orders of 
High Court as stay order on the disposal of properties. 

6.4.7.4 ln another case of DEO Bundi , properties of a guarantor 
(Shri Bal beer Singh) who had given the guarantees of~ 40 lakh in the fo rm of 
two pieces of agricultural land at Dabi village, Kota and a residential house at 
Kota were attached in October 2000. Scrutiny of the records disclosed that two 
properties were auctioned (2003 and 2007) but auction notices for sale of the 
remaining piece of agriculture land were not issued after March 2009. 

6.4.8 Auction at prices below the amount shown in Solvency 
Certificates 

As per condition number 14. l of tender notice for grant of licences of liquor 
groups for the year 1999-2001, the li censees were required to furnish the 
sound financial position certificate and surety bond/certificate equivalent to 
30 per cent of the accepted Unified Privilege Money before start of the shops. 

The whereabouts of properties mentioned in the so lvency certificates of the 
licensees and their sureties were required to be verified by concerned DEOs at 
the time of granting licences as per circular issued (27 May 1997) by Excise 
Commiss ioner so that the sale proceeds received in auction of such properties 
may commensurate w ith the va lue of property declared in so lvency 
certificates. 

Scrutiny of auction of 11 properties out of 34 properties revealed that the 
DEOs had not carried out any exercise to ascertain the va lue of the properties 
before ini tiating the process of auction. Further, the properties were auctioned 
without w ide pub lication in print and electronic media and no reserve price 
was fixed . As a result, they were auctioned at prices (~ 72.59 lakh) lower than 
the value of properties (~ 197 .72 lakh) declared in solvency certificates. Out 
of 11 properties, eight properties were auctioned at prices (~ 57.46 lakh) even 
lower than the prevalent District Level Committee rates (~ 83. 15 lakh) as 
notified by the District Collector for that area. Review of records of five 
DEOs6 disclosed that the auction amount of ~ 1.90 crore real ised by the 
Department in auction of 34 properties was much less than ~ 4.19 crore which 
was the value of these properties declared in solvency certificates. 

6.4.9 Failure in identifying properties of defaulter licensees 

Scrutiny of records of 53 cases disclosed that the Department could not 
identify the properties of the defaulter bidders in 12 cases involving arrear of 
~ 8.95 crore. The Department tried to enquire about the whereabouts of the 
defaulter bidders and their properties in some cases through the revenue 
officials i.e. Patwari, Tehsildar of stations concerned where the defaulters 
owned the property or were last residing. Revenue officials, however, reported 

• Bundi. Churu, Jodhpur. Kata and Pali. 
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that no property ofit'e defaulter bikers could be identified in their respective 
areas. Thus, no recovery could [be made from such defaulters and the 
Department submitt d four cases fo the Government for write off. A few of 
such cases are discu sed in the folldwing paragraphs: · . 

6.4.9.1 In DEO J dhpur, a demJnd of~ 1.61 crore was pending against a 
defaulter licensee Shri Dilip Shhrma) of liquor group Phalodi and .Luni 

I 

(Rural) for the yea ·1999-2001 .. Scrutiny of the records disclosed that the 
Department was ha ing a solvency[ certificate of~ 6 lakh of a property located 
in Jaipur. The prop rty could not f e auctioned by DEO Jaipur as it was not 
demarcated and the licensee depo&ited ~ 6 lakh in 2005 against the solvency 
certificate which . 

1

as accepted tjy DEO. No further action was taken to 
recover the rema· ·, g arrear of~ 1.55 crore by identifying other properties of 

, - I 

the licensee byco-o dinatingwith DEO Dholpur despite knowing the fact that 
he was the domicile of Dholpur (A~ril 2000). 

6.4.9.2 In DEO ota, it was nohced that a demand of~ 20.77 crore was 
pending against a lfaulter licensJe (Shri Parasram) of liquor group Kota for 
the year 1999;..2001 even after audtioning of nine properties for~ 5.84 crore 
out of attached 13 roperties. Foili- properties amounting to ~ 7.35 crore as 
mentioned in sol ency certifidte were pending for attachment/auction 
(July 2015). Scrutitly of records fdrther disclosed that the DEO had not made 
any efforts to ide tify other mpvable and immovable properties of the 
d.efaulter licensee through pursuance with the offices of Tehsil, UIT, 
Municipality, M · cipal Corpodtion, Income Tax Department, Rajasthan 
Housing Board, etc in the DistrictJ 

I 
6.4.9.3 In another case in DEO Kota, a demand of~ 39.68 lakh was pending 
against a defaulte licensee (Shii Kailash Chand Kabra) of liquor group 

I • 
Sangod at Kota r the year 1996-97. It was noticed that no solvency 

I 
certificate was obt ined by the Department at the time of grant of licence. 
Scrutiny of t~e recprd_s disclosed that the DEO w~s informed about specific 
_seven p:opert_1es 7 ~d mves~ents of the defaulter hcensee through a letter by 
'Rashtnya Sikh S ngat RaJasthan (RSSR)' (December 2006). The DEO 

. I 

(between July 200 rand June 2001) made inquiry regarding property details of 
the licensee from ehsildar LadpjUfa, UIT, Municipal Corporation and RHB 
Kota without ment · oning the specific details of the properties as pointed out in 

· -the letter of RSSR ·These agencibs informed that no property existed in the 
name of licensee · their jurisdictibns. · 

6.4.9.4 In DEO ' undi, a dem~nd of ~ 1.60 crore was pending against 
I 

· defaulter licensees (Shri Babu Than and party) of liquor group Indergarh-
1 

Lakheri- KeshoraYfatan at Bundi for the year 1996-97. On scrutiny of records, 
i~ was found that ~s per informatf on provi~ed by Excise Insp~~tor, Kota~ the 
licensees and gu~antors who ~ere relatives, had been res1dmg at Jaipur, 
Chittorgarh, Ch and Nagaur districts. However; no efforts were made by 
the department to md out the. p~operties of defaulters at these places dther 
through revenue a thorities, municipal authorities, other local bodies, etc. or 
guarantors residin1 at these plac,, . · 

I 
7 House (40' x 60'), House (20'x 60'), House (20'x 90'), House (20'x 50') .Furniture Showroom, Seed Godown 

(15'x 50')andplot(30'x O')inKota. 
1 
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6.4.9.5 During test check of the records of LPH group 2006-07 at Sirohi, it 
was noticed that an applicant (Shri Rampa!) applied for licence at the 
exclusive privi lege amount of ~ 1.27 crore and deposited demand drafts of 
~ 5.9 1 lakh as earnest money. The applicant backed out and did not execute 
the licence. As per the Excise Policy, the backed out applicant had to pay the 
risk and cost amount equivalent to the amount which was short received in 
re-auction. Thus, a demand of ~ 42. 11 lakh was raised (9 May 2006) aga inst 
the licensee. The applicant represented (24 May 2006) that he had not applied 
for the licence. It was noticed that the Department had not made any efforts to 
identify the whereabouts of impersonating persons from the Banks whose 
demand drafts were sub mitted as earnest money. 

6.4.10 Non-\'acation of stay order _ 

Scrutiny of 13 pending cases out of 33 cases of selected units disclosed that an 
amount of ~ 3 .50 crore was under stay for 1 to 17 years in various courts. 
However, no concrete efforts were made to vacate the stay orders even after 
lapse of many years. No time frame was fixed by the Department fo r filing 
counter affidavits/appeals in court cases. Some of the cases are discussed 
below: 

6.4.l 0.1 Three partners of the liquor group Sardarshahar under DEO Churu 
in 1999-2001 , presented so lvency certificate of ~ 83 .50 lakh including that of 
six guarantors. The licensees defaulted in payment and an arrear of ~ 1.31 
crore accumulated at the end of the licence period. Due to non-verification of 
title of properties of licensees/guarantors, properties of one li censee 
(Shri Bhanwarlal) and two guarantors (Shri Jugal Kishor and Shri Omprakash) 
could not be auctioned as co-owners of the properties approached SDM 
Courts in Ratangarh, Ramgarh Sethan and Fatehpur respectively against the 
auction. The concerned SD Ms granted (2001 ) stay in all the three cases. 
Though a period of 14 years had elapsed, the stay was still effective 
(July 2015). As such, recovery of ~ 46.00 lakh could not be rea lised due to 
non-vacation of stay order. 

6.4.10.2 A licensee (Shri Anjl Kumar) of liquor group Abu Road- Pindwara 
ofDEO Sirohi for the period 1995-97 had arrears of~ 23 .41 lakh at the end of 
licence period. It was noticed that the demand of ~ 23 .41 lakh was raised 
(March 1999) against Shri Ani l Kumar when he was the licensee of liquor 
group Sirohi-Revdar in J 997-99. It was stated in the notice that on fai lure 
of the licensee to deposit the demand, the recovery would be adjusted 
against the secur ity depos it for the period 1997-98. The licensee obtained 
(26 March 1999) a stay from Raj asthan High Court, Jodhpur against recovery 
of arrears of ~ 23.41 lakh by forfeiting his security deposit. Though the court 
had stayed the forfeiture of security deposi t only, the Department did not 
initiate any action to get the stay order vacated and recover the amount. 
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6.4.11 Incorrect raising of demand 

[n five cases of three selected units, it was noticed that the demand was short 
raised which resulted in short depiction of arrears to the tune of ~ 65.83 lakh 
as detailed below: 

6.4.11 .1 During te t check of the records of LPH group 2002-03 at Churu, it 
was noticed that an app licant (Shri Jagannath) app lied for licence at the 
unified privi lege amount of~ 2.52 crore. Due to non-submission of security 
deposi t and so lvency certificates, the licence was cancell ed (12 April 2002) at 
the risk and cost amount equi va lent to the amount short received in re-auction. 
Against the original bid amount of~ 2.52 crore, the licence was awarded to 
subsequent bidder at ~ 1.40 crore. Aga inst the leviable amount of ~ I. 12 crore, 
a demand of on ly ~ l .03 crore was raised against the licensee resulting in short 
raising of demand by~ 0.09 crore. Reason fo r short raising of demand was not 
found on record . 

6.4.11.2 As per the Rajasthan Distill ery Rules 1976, on expiry, cancellation 
or suspension of licence of a di tiller, the disti ller was bound to pay the duty 
on, and to remove a ll sp irit remaining within the disti llery in accordance with 
the ru les in force. The Department destroyed (3 1 December 2011 and 7 June 
2013) the stock of one licensee (Interlink Bottling Plant, Sirohi) who e licence 
was not renewed s ince J April 2005 and issued a notice ( 15 April 2013) to the 
licensee for depositi ng excise duty of~ 37.83 lakh on the closing stock of 
spirit and liquor. rt was noticed that duty of ~ 77.96 lakh was leviable on the 
stock available at the bottling plant as on J Apri l 2005. This resulted in short 
realisation of ~ 40. 13 lakh. Meanwhile, the Rajasthan High Court stayed 
(6 March 2014) the recovery till the next li sting date, i.e. 19 March 2014. 
No fu11her progress in the case was available on the record. 

6.4.11.3 fn DEO, Ajmer, three composite shops/groups8 were shown outside 
five Km from municipal limit and composite fees was deposited accordingly 
by the licensees during the years 2006-07 to 20 J 1-1 2. However, such shops 
were found within five Km in an enquiry made by the department in April 
20 I 0 and November 20 I I . According to excise policies, higher compos ite fees 
were recoverab le from these li censees. 

It was observed that though the department had recovered the differential 
amount of composite fee since 2009-10, the compos ite fee for 2006-07, 
2007-08 and 2008-09 was not recovered. As such, demand of~ 16.70 lakh was 
raised hort, which resu lted in understatement of arrears. 

6.4.12 Conclusion and Recommendations 
- -

Non-verification of title, value and location of movable and immovable 
properties of the licensees and thei r guarantor at the time of granting licences 
resulted in non-recovery/short recovery of arrear. The DEOs did not make 
adequate efforts to identify properties of defaul ters through active pur uance 
with the offices of Tehsil, U IT, Municipal Corporation, Income Tax 
Department, Raja than Housing Board, etc. in who e jurisdiction the 
defaulters owned property or were last residing. The efforts made to dispose 

3 Tabiji ~ 7.90 lakh) for 2006-09. Byawarkhas ~ 3.15 lakh) for 2007-09 and Pa Ira ~ 5.65 lakh) for 2007-09. 
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the identified properties of defaulters did not bear fruits in absence of wide 
publicity. No reserve price was fixed prior to initiation of auction process . As 
a result, sale proceeds received in auction of attached properties were not 
commensurate with the value of property declared in solvency certificates. The 
Department also did not pursue the cases diligently with various Courts to get 
the stay orders vacated. 

The Department needs to vigorously pursue recovery of long outstanding 
arrears by coordinating with the offices of Tehsil. UIT, Municipal Corporation, 
Income Tax Department, Rajas than Housing Board, etc. in whose jurisdiction 
the defaulter owned property or were last residing. It may also follow up the 
cases pending in courts and get the stay order vacated expeditiously. 

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

6.5 Non-levy of excise duty on short delivered beer exported to 
other States · 

Rule 4 1 of the Rajasthan Brewery Rules, 1972 provides that no beer shall be 
removed from a brewery until the duty imposed under Section 28 of the 
Rajasthan Excise Act, 1950 (Act) has been paid or until a bond under Section 
18 of the Act in form R.B.11 or R.B.12 has been executed by the brewer for 
export of beer outside the State. Condition number (2) of the bond provides 
that if the quantity of beer mentioned in the bond has not been delivered at the 
destination, the brewer is liable to pay for any loss of duty, which the 
Government may suffer by reason of such non-delivery or short delivery and 
will have to pay on demand the duty at the rate applicable. Further, there is no 
provision in the Rules regarding allowance of wastage of beer in transit and 
payment of duty in importing states. 

During the scrutiny of the Excise Verification Certificates of beer exported by 
five breweries9 during the period 201 3-14 under DEOs, Behror and Alwar, it 
was noticed (between September 2014 and February 2015) that during the 
course of export of beer outside the State under bond, 95,186.96 bulk litres 
(12,204 cartons) of beer were short delivered at the destination. The duty on 
this quantity of beer exported was neither paid by the brewers nor demanded 
by the Excise Department. This resulted in non-levy of excise duty amounting 
to ~ 42.02 lakh. 

After it was pointed out (November and February 2015), the Department 
stated (March 20 15) that excise duty was not payable as per the condition and 
terms of the bond executed by the licensees. 

The reply is not correct as the condition of the bond stipulated that the brewers 
were liable to pay excise duty on the beer short delivered at the destination. 
The reply of the Government is awaited (November 2015). 

9 Mis Mount Shivalik India Pvt. Ltd. Behror, Mis Deewan Modem Breweries Ltd. Behror, Mis United Breweries 
Ltd. Bhiwadi and Mis Arian Breweries Ltd.Bhiwadi. M/s Carlsberg India Pvt. Ltd., Alwar. 

96 



Chapter-VI: State Excise 

6.6 Short recovery of hotel bar licence fee 

As per rule 3 of the Rajasthan Excise (Grant of Hotel Bar/Club Bar licenses) 
Rules, 1973, for the purpose of hotel bar licenses, the hotels are broadly 
categorised in three categorie i.e. luxury, heritage and other. Luxury hotels 
are further categorised as fi ve star, four star and three star. Different rates of 
licen e fee have been prescribed for hotel bar licenses for the year or part 
thereof 

During scrutiny of records of hotel bar/club bar licenses at DEOs, Jaipur City 
and Ajmer for the year 20 12- 13 and 2013- 14, it was noticed (between August 
20 14 and November 2014) that two hotel 10 in j uri sdiction ofDEO Jaipur City 
were advertised as 'five star ' category on their own websites. Another two 
hote ls11 in jurisdiction of DEO, Ajmer had been categorized in ' four star ' and 
' three tar' category, as per the offi cial webs ite of Ministry of Tourism, 
Government of India. The Department however, charged hotel bar license fee 
of 'other' category hotel in tead of ' star' category and issued/renewed hotel 
bar license. This resu lted in short recovery of hotel bar license fee of 
~ 36.50 lakh as per details given below: 

~ in Iakh) 

SI. Name of Name of Hotel Category Period Licence Licence fee Short 
no. DEO Bar Licensee of Hotel fee due recovered recovery 

I. Ajmer Country Inn & Four Star 201 2- 13 10.50 3.50 7.00 
Suites 

201 3- 14 10.50 3.50 7.00 

2. Ajmer Ananta Spa & Three S tar 201 2- 13 8.50 7.00 1.50 
Resorts 

2013- 14 8.50 7.00 1.50 

3. Jaipur Shiv Vilas Five Star 201 3-14 15.50 3.50 12.00 
City Resort Kukas 

4. Jaipur Royal Orchid, Five Star 201 3- 14 15.50 8.00 7.50 
City Durgapura 

Total 69.00 32.50 36.50 

After it was pointed out (between September 20 14 and February 2015), the 
Government stated (March 20 15) that an amount of ~ I 7 lakh had been 
recovered from the two hotels under DEO, Ajmer. In case of one hotel 
(Shiv Vilas Resort Pvt. Ltd.) under DEO, Jaipur City, notice for recovery had 
been issued and the matter of another hotel (Hotel Royal Orchid) was under 
consideration of Hon'ble Court. The progress of recovery on remaining 
amount is awaited (November 20 15). 

6.7 Non-levy of licence fee for wholesale vend of country liquor 

As per serial number 12(a) of table below Rule 68 of the Rajasthan Excise 
Rules 1956, inserted vide notification of April 20 11 , licence fee at the rate of 
~ 5 lakh per year is to be levied for wholesale vend of country liquor from 
bonded warehouse established at the place of manufacture. Further, an entry at 
serial number 13 of table below Rule 68 authorises levy of~ 5 lakh per year as 

'° Shiv Vi las Resort Pvt. Ltd., Jaipur and Hotel Royal Orchid, Durgapura- Jaipur . 
11 Hotel Ananta Spa & Resons, Ajmer and Country Inn & Suits, Ajmer. 
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annual licence fee for who lesale vend by manufacturers of liquor to wholesa le 
vendors. 

During test check of licence file of a distill ery 12 under the juri diction of the 
DEO, Behror, it was noticed that the unit was manufacturing and vending 
Ind ian Made Foreign Liquor (IMFL) and country liquor in wholesale from the 
place of manufacture despite the provision Rule 4 of the Rajasthan Disti lleries 
Rules, 1976 that the distiller who is licenced to manufactu re JMFL shall not be 
a llowed to manufacture potable or non-potab le products of any other kind on 
the same premises. The Department levied licence fee of ~ 15 lakh for the 
period 2011-12 to 20 13- 14 under Rule 68(13) for the wholesa le vend of 
foreign liquor and beer. However, the licence fee of ~ 15 lakh for the same 
period for wholesale vend of country liquor under Rule 68(12)(a) wa not 
levied. This resulted in non-levy of licence fee of~ 15 lakh. 

The matter was pointed out to the Department and reported to the Government 
(March 2015). The Government stated (April 2015) that licence fee for 
wholesale vend of country liquor under Rule 68( 12) (a) was not payable as the 
licensee was a manufacturer and wholesale vendor of IMFL/Beer and country 
liquor and accord ing ly licence fee for who lesale vend of liquor was recovered 
under Rule 68( 13). 

The reply is not correct as the entry at seria l number 12(a) of tab le below Rule 
68 authorises levy of licence fee fo r wholesale vend of country liquor besides 
ex isting Rule 68(13). Further, licences for wholesale vend of IMFL/Beer and 
country liquor were issued separately to the unit and as per conditions of the 
li cences no other liquor was to be stored in the warehouse except for which the 
licence was granted. Thus, licence fee for wholesale vend of country liquor 
under Rule 68( 12)(a) was payable by the unit. 

6.8 Non-levy of licence fee from wholesale and retail on vendors 
of foreign liquor _ ___ _ 

As per Rule 47(4) of the Rajasthan Excise Rules, 1956, licence for wholesale 
vend by traders or dealers of fo reign liquor bottled in foreign countries to 
wholesale vendors may be granted by Exc ise Commissioner (EC) on such 
terms and conditions as State Government may specify. Accordingly, the EC 
granted such licences to two who lesale vendors i.e. Mis Rajasthan State 
Beverage Corporation Ltd. (RSBCL) and Mis Canteen Stores Depa1tment 
(CSD), for import of fo re ign liquor bottled in other country, popularly known 
as BIO brands. Further, Rule 5-A of the Grant of Hotel Bar/C lub Bar Licences 
Rules, 1973 allows Hotel Bar/C lub Bar licensees to import foreign liquor into 
Rajasthan from outside Ind ia under an import licence with the prior 
permission of the EC. 

As per Rule 68 ( 13-C) of the Rajasthan Excise Rules, 1956 notifi ed on 1 April 
20 12, licence fee of ~ 6 lakh up to 10 brands and ~ l 0,000 per brand above 
10 brands is to be charged for the term or part thereof, for wholesale vend by 
manufacturers or their authorised dealers of BIO brands for their own 
who lesale vend or other wholesa le vendors and retai l vendors. 

12 M/s Globus Spirits Limited. Bchror. 
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During scrutiny of ermits issued[ to the wholesale vendors and retail on 
vendors i.e. Hotel B r/Club Bar licensees for import of foreign liquor bottled 
in other country by ctncemed DEO~, it was observed (between June 2014 and 
January 2015) that ,he two wholeble vendors imported 65 BIO brands of 
foreign liquor for v rious depots dnd 106 retail on vendors imported 2,841 
BIO brands during t e year 2013-V4. However, the licence fee for import· of 

I 
foreign liquor had b en neither pai~ by these wholesale and retail on vendors 
nor demanded by t e Department.I This resulted in non-levy of licence fee 
amounting to~ 8.65 rore. 

. . I 
After it was pointed ut (between June 2014 and March 2015), the Department 
intimated (August 2115) that recov~ry of~ 22.30 lakh on import of BIO from 
Rajasthan State Be erages Corpor~tion Limited had been made. The action 
taken in recovery of · the rem~ining amount has not been received 
(November 2015). / 

I 
I 
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CHAPTER-VII: NON-TAX RECEIPTS 

7.1 Tax administration 
---

At the Government level, the Principal Secretary, Mines and Petroleum, Jaipur 
and at the Department level the Director, Mines and Geo logy (DMG), Udaipur 
are responsible for administration and implementation of the related Acts and 
Rules in the Department. The DMG is assisted by fi ve Additional Directors, 
Mines (ADM) and three Additiona l D irectors, Geology (ADG) in 
admini trati ve matters and by a Financia l Advisor in financial matters. The 
ADMs exercise contro l through seven c ircles headed by Superintending 
Mining Engineer (SME). 

There are 39 Mining E ngineer (ME)/ Assista nt M ining Engineer (AME), 
who are responsible for asse ment and collection of revenue besides 
prevention of illega l excavation and despatch of minera l from areas under 
their control. The Department has a separate vigilance wi ng headed by Deputy 
Inspector General (Vigilance), Jaipur for prevention of illega l excavation and 
despatch of minerals. 

17.2 Internal audit conducted by the Department 

Internal audit is an important mechanism to ensure that the Departmental 
operations are carried out in accordance w ith the applicable laws, regulations 
and approved procedures in an economical, effic ient and effecti ve manner and 
that subordinate offices are ma inta ining va ri ous records and registers properly 
and accurately be ides taking adequate afeguards agai nst non-co llecti on, 
short coll ection or evasion of revenue. 

Scrutiny of records o f the DMG, Udaipur disclosed that audit of almost a ll the 
mining units was pending since 2004-05 . In absence of internal audit, the 
Departmenta l authorities were not aware of the areas of the weaknes in the 
system which resulted in evasion or leakage of revenue. The matter was 
pointed out in the Comptroller and Auditor General' s Audit Report 20 13- 14. 
However, no action was taken by the Department. 
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7.3 Results of audit 

Test check of the records of 43 units of the Department of Mines and Geology 

and Department of Petroleum conducted duri ng the year 20 14-1 5 revealed 

non-recovery/short recovery of revenue amounting to ~ 106.32 crore in 5, 766 

cases, which broadly fa ll under the fo llowing categories : 

~in crore) 

SI. Number of Amount 

no. 
Category 

cases 

I. Unauthorised excavation 1,12 1 52.45 

2. Non/short recovery of dead rent and royalty 183 28.73 

3. 
Non/short recovery of Environment 

409 13.03 
Management Fund (EMF) 

4. Non-levy of penalty/ interest 304 5.74 

5. Other irregularities 3,749 6.37 

Total 5,766 106.32 

During 20 14- 15, the Department accepted short realisation, etc. of 
~ 52. 10 crore in 1,966 cases, of which 271 cases invo l ving ~ 3.08 crore were 
pointed out in audit during 2014- 15 and the rest in earli er years. The 
Department recovered ~ 9.97 crore in 888 cases, out of which three cases 
involving ~ 0.04 crore were of current year and the rest were of earl ier years. 

A few illustrative cases involvi ng ~ 39.49 crore are discussed in the paragraphs 
from 7.4 to 7.12. 
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7.4 Loss of revenue due to rejection of highest valid __ offer _ 

Provis ions of Excess Roya lty Collection Contract (ERCC)/ Royalty Collection 
Contract (RCC) have been laid down in Rules 32 to 37 of the Rajasthan Minor 
Mineral Concession Rules (RMMC), 1986. Rule 35(vi)(c) provides that every 
tender sha ll be accompanied by an affidav it stating that no dues of the 
Department are outstanding against the tenderer/all partners of the firm/all 
members of association of pe rsons/a ll d irectors of the company or fa mily 
members 1 of the tenderer/partners/members of association o f persons/ 
directors, as the case may be. Such affida vit should not be o lder than 15 days 
from the date of its submiss ion. Further, Rule 35(ix) provides that tender 
opening committee shall provisiona ll y select the highest valid offer given by 
the tenderer. Furthermore, Rule 35(xii ) provides that competent authority shall 
take decision for sanction or rejection of the provisionally selected bid. 

During audit of records of office of ME, Bikaner, it wa noticed 
(January 20 14) that the Mining Department invited tenders for ERCC/RCC fo r 
collection of the excess royalty pertaining to minera l Bajri, etc. for a period of 
two years (2012-14). The tender opening committee selected the highest bid 
amounting to ~ 13.94 crore per year aga inst the reserve price of ~ 10.28 crore. 
The bid was provisiona lly se lected (9 February 20 12) and the contractor 
complied with all provis ions of Rule 32 to 35. Accordingly, the ME 
recommended the name of the contractor to the DMG fo r award of the 
contract. However, the DMG rejected (30 March 2012) the proposa l under the 
provisions of Rules 35(xii) on the ground that dues of the department were 
outstanding aga inst a firm in which the wife of the proprietor of the bidder 
firm was a partner on the date of ubmiss ion of the bid and the proprietor o f 
bidder firm submitted fa lse affidavit and concealed facts. 

The wife of the proprietor of the bidder firm was once a partner in the above 
sa id firm against which dues of the department were outstanding. But 
subsequently she relinquished all her interest in the said firm through a 
retirement deed dated 3 1 December 201 I. It was also noticed that the 
outstanding amount alongwith interest was also depos ited ( 16/1 7 March 2012) 
before passing of the rejection order (30 March 20 12) by the DMG and no 
dues certificate was issued to the said firm ( 19 March 2012). These facts were 
brought to the notice of the Department but the DMG rejected the proposal. 
Aggrieved with the orders of DMG, the bidder approached the High Court 
which decided that the rejection of the tender was incorrect. 

Rejection of the highest bid without considering fu ll facts re ulted in 
collection of royalty of~ 89.77 lakh only through departmental nakas aga inst 
the recoverable amount of~ 2.75 crore during the period from I April 2012 to 
11 June 201 2. Incorrect decision taken by the DMG, therefore, resulted in loss 
of~ 1.85 crore2

. 

The matter was brought to the notice of the Department and reported to the 
Government (June 2015). The Government replied (August 2015) that the 
decision for rejection of bid was taken after taking legal and financial opinion. 
The legal and financia l opinion taken by the Department was not produced to 

1 As per rule 3(xi ii-b) of RMMC Rules, 1986 family means husband, wife and their dependent children. 
2 Proportionate contract amount ~ 2. 75 c rore (~ I 3.93,93,939/365 days x 72 days) - Collection ~ 0.90 crorc through 

departmental Nakas = Loss of ~ 1.85 crore. 
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Audit. The fact remains that the rejection of the tender was not a prudent 
decision and it adversely affected the collection of royalty by the Department. 
This was also confirmed by the Additional Counsel while giving lega l opinion 
on the scope of further appeal. The counsel opined that there was no error 
factually as well as legally in the order passed by the High Court and, 
therefore, it was not a fit case for further appeal in the matter. 

7.5 Non-recovery of royalty 

As per Rule 37 A(ix) of the RMMC Rules, 1986, a contractor shall not recover 
royalty and/or permit fee for the minerals used in construction and renewal of 
Mega Highways, four or six lane roads and laying and repair of Railway 
tracks. For such works, separate short term permit shall be issued and if the 
minerals are obtained from existing leases, separate paid rawannas3 shall be 
issued to the lessee. 

During the audit of the records of ME, Makrana, it was noticed 
(December 2014) that construction of a Mega Highway4 was sanctioned in 
November 20 12 by Rajasthan State Road Development and Construction 
Corporati on Limited. The royalty was required to be collected by department 
through the paid rawannas. However, the Excess Royalty Collection 
Contractor5 (ERCC) collected roya lty amount of~ 58.05 lakh on the mineral 
used in the works of Mega Highway aga inst the above provisions. The ME 
did not detect the mistake and assessed the minera ls used in the work as 
royalty paid. 

The works contractor should have got issued the rawannas after paying the 
advance royalty of ~ 58.05 lakh to the ME office. The amount was required to 
be deposited in the Government account. The details of the amount are 
as under: 

I. Gravel 1,58, 154 26.89 

2. Sand/Bajri 13.689 2.74 

3. Crusher grit 1,46,888 24.97 

4 . Ballast 20,269 3.45 

Total 3,39,000 58.05 

The matter was pointed out to the Department and reported to the Government 
(June 2015). The Government accepted the fact and replied (August 2015) that 
the action fo r recovery was being initiated. 

' Rall'wma means delivery challan for removal or despatch o f mineral from mines. 
4 Jaipur-Nagaur via Jobner-Kuchaman 63/500 Km (Bhatipura) to I 0 1/700 Km (Narayanpur Tiraha). 
5 

Excess royally collection contractor is a contractor authorised 10 collect the royalty for a ccnain period on payment 
of a lump sum amount. 
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7.6 Non-raising of demand for unauthorised excavation and 
despatch of mineral out of leased area 

Rule 48(5) of the RMMC Rules, 1986 provides that whenever any person, 
without a lawful authority raises mineral, the cost of mineral alongwith royalty 
shall be recovered. The co t of mineral will be computed as I 0 times of the 
roya lty at the preva lent rates. 

During audit of the records of office of the ME, Jal ore, it was noticed 
(March 20 14) that a complaint of ill egal mining was received against the 
holder of lease No. 448/02 (Shri Narendra Kumar). On an enquiry conducted 
(18 July 20 12) by Senior Foreman of the office of ME Jalore, it was found that 
the lease holder had illega ll y excavated 5,040 MT minera l gran ite out of the 
lease area, of which 4,873 MT mineral wa despatched and the remaining 
167 MT mineral was seized by the Department. The ME did not serve notice 
to the lessee even after lapse of three years to recover the cost of 
illega ll y excavated mineral granite, which worked out to ~ 85.28 lakh. Action 
for di sposal of the seized minera l was a lso not taken. 

The matter was pointed out to the Department and reported to the Government 
(June 20 15). The Government stated (August 201 5) that show cause notice 
(23 July 2015) had been issued to the lessee. 

7.7 Non-raising of demand of interest and excess royalty _ __ 

Section 9(2) of the Mines and Mineral Development and Regulation 
(MMDR) Act, 1957 provides that the holder of a mining lease shall pay 
royalty in respect of any mineral removed or consumed by him from the 
leased area at the rate specified in the second Schedule of the MMDR Act in 
respect of that mineral. Government instructions issued in April 2000 and 
March 2008 provide that competent authorities should ca lculate royalty in 
respect of despatched mineral on monthly bas is, raise demand and initiate 
action for recovery thereof. Further, under Rule 64(A) of MC Rules, 1960, 
simple interest at the rate of 24 per cent per annum on roya lty due to 
Government is chargeable from the s ixtieth day of the expiry of the due date 
fi xed for payment. 

During the course of audit of ME, Pratapgarh, it was noticed (February 20 J 5) 
that payment of excess royalty on mineral despatched was delayed by seven 
lessees. The demand of interest on delayed payment of dues which worked out 
to ~ 21 .21 lakh was not raised by the ME. Out of these seven cases, in two 
cases, the demand for excess royalty which worked out to ~ 4.22 lakh was a lso 
not raised. 

The matter was pointed out to the Department and reported to the Government 
(May 2015). The Government stated (September 2015) that in four cases, the 
amount of excess royalty of~ 0.08 lakh and interest of~ 12. 19 lakh had been 
depos ited/adjusted under ' Amnesty Scheme 20 14'. Progress of recovery, in 
respect of remaining three cases wherein excess royalty of ~ 4.14 lakh and 
interest of~ 9.02 lakh was involved, is still awa ited (November 20 15). 
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7.8 Production of mineral without obtaining consent to operate 

Under Section 21(1) of the Air (Prevention and Control of Pollution) Act, 
198 1 and Sections 25 and 26 of the Water (Prevention and Control of 
Pollution) Act, 1974, a lessee is required to obtain 'consent to operate' from 
the Rajasthan State Pollution Control Board (RSPCB) determining quantity of 
minerals that can be excavated during the prescribed period. Further, as per 
Rule 18( 10) of the RMMC Rules, 1986, the lessee shall abide by all ex isting 
Acts and Rules enforced by the Government of India or the State Government 
and a ll such other Acts or Rules as may be enforced from time to time in 
respect of working of the mines and other matters affecting safety, health, 
environment and convenience of the lessee's employees or of the public. 

During audit of records of the office of AME, Kotputli and ME, Pratapgarh, 
it was noticed (December 2014 and February 2015) that two lessees of mineral 
marble and 27 lessees of mineral masonry stone excavated 3,985 MT mineral 
marble and 2.29 lakh MT masonry stone without obtain ing consent to 
operate which resulted in illegal excavation of minera l worth ~ 5.82 crore, 
as detailed below: 

I. AME, Kotputli Masonry stone 

2. AME, Marble block 
Pratapgarh 

Total 

27 

2 

29 

2,29,263 22 504.38 

3,985 195 77.7 1 

2,33,248 582.09 

The matter wa pointed out to the Department and reported to the Government 
(June 20 15). ln case of AME, Kotputli the Government stated (August 20 15) 
that min ing without consent or even after lapse of earlier consent can be 
regularised by charging the applicable annual consent fee for the default 
period of operation at the time of grant or renewal of subsequent consent to 
operate by Rajasthan State Pollution Control Board Office as per circular 
dated 18 November 2006. The facts remain that no coordination existed 
between Mining Department and Pollution Control Board and the excavation 
was carried out without the approval of Pollution Control Board. 
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7.9 Production of minor mineral without Mining Plan 

As per Rule 37(B) of the RMMC Rules, 1986, Mining Plan is a pre-requisite 
to the grant of mining lease, quarry licence or short tenn permit. Further, as 
per Rule 37G(l), existing lessees sha ll carry out mining operations in 
accordance w ith approved mining plan/simplified mining scheme. The lessees 
have to submit plan/s implified mining scheme for approval within one year 
from the date of enfo rcement ( 19 June 2012) of the Rule. 

During audit of the records of the office of AME, Kotputli , ME, Bundi-I and 
ME, Jhunjhunu, it was noticed (December 20 14, January 20 15 and March 
20 15) that 65 lessees were existing as on 19 June 2012. These lessees were 
requ ired to submit mining plan by 18 June 20 13 which were not submitted . 
Despite this, the lessees were allowed to excavate mineral in violation of the 
Rule. The Department also inco1Tectly issued rawannas for despatch of 
5.88 lakh MT masonry stone and sand stone va lued at ~ 15.56 crore as 
detailed be low: 

SI. Name of Name of No. of Quantity of Rate of Cost of 
no. office mineral lessees mineral royalty mineral 

excavated per MT JO times of 
(MT) (in~) royalty 

~in lakh) 

I. Bundi Sand stone 28 35,788 95 339.99 
division-] 

2. Jhunjhunu Masonry 11 1,73,32 1 22 38 1.31 
stone 

3. Kotputli Masonry 26 3,79,268 22 834.39 
stone 

Total 65 5,88,377 1,555.69 

The matter was pointed out to the Department and reported to the Government 
(June 20 15). The Government stated (July 20 15) that Rule 18(2 1) of RMMC 
Rules, 1986 is applicable in cases of AME, Kotputli and ME, Jhunjhunu 
where penalty of twice the amount of annua l dead rent may be imposed. In 
case of ME, Bundi-I, it was stated that mineral was despatched in a lawful 
manner after obtai ning rawannas and therefore such despatch did not fall 
under the category of illegal mining in any manner. 

However, in the above cases the rep ly was silent about the issue of rawannas 
w ithout approval of the Mining Plan w hich was pre-requisite for carrying out 
mining activities. Since it involves environmental issues, the Department may 
consider issuing of rawannas only after approval of the mining plan . 
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7.10 Non-recovery/short recovery of Environment Management 
Fund (EMF) 

Rule 3 7T(5) inserted in RMMC Rules, 1986 by Government of Rajasthan 
through notification dated 19 June 2012 provides that every lessee/licensee of 
marble, granite and limestone (dimensional stone) of Kota and Jhalawar 
districts shall deposit a sum of~ 10 per ton and lessee/licensee/short permit 
holder of other minerals shall deposit ~ five per ton towards Environment 
Management Fund (EMF). The rate of EMF amount for ordinary earth was 
reduced to ~one per MT from ~ five per MT with effect from 9 October 2012. 
The EMF is required to be used for carrying out environment protection work 
as per Environment Management plan. However, these provisions were 
declared illegal, without jurisdiction and ultra vires with directions that the 
amended rule shall not be implemented any further as decided on 9 April 20 15 
by the Rajasthan High Court, Jodhpur. However, if a contractor/ lessee had 
collected EMF amount from consumer or lifter of mining material , he was not 
entitled to retain the said amount and had to deposit the amount in 
Government exchequer. A few instances where EMF amount was not collected or 
co llected but not deposited in the Government account are mentioned in the 
following paragraphs. 

7.10.1 Non-recovery of the Environment Management Fund from public 
works contractors 

During audit of records of ME, Bhilwara, it was noticed (November 2014) that 
28 public works contractors obtained Short Tenn Pennits (STPs) for 4.54 lakb 
MT gravel, masonry stone, sand and 2.75 lakh MT ordinary earth on advance 
payment of royalty. The ME, however, did not recover the EMF amount on 
the above quantities which worked out to~ 25.47 lakh. Similarly, during audit 
of records of AME, Tonk, it was noticed (January 2015) that construction 
work of roads6 was awarded (14 October 2009) to Modem Road Makers 
Private Limited by National Highway Authority of India. It was further 
noticed that the contractor was issued STPs for 11 .60 lakb MT ordinary earth 
during the period from 21 June 2012 to 28 June 2012 without realis ing the 
EMF amount of ~ 58 lakh. Furthermore, during the audit of records of AME, 
Jhalawar, it was noticed (February 20 14) that three public works contractors 
obtained (June and July 2012) STPs for 90,600 MT gravel, masonry stone, etc. 
and 1,70,000 MT ordinary earth on advance payment of roya lty. The ME did 
not recover the EMF amount which worked out to~ 13.03 lakh. Thus, the total 
recoverable amount worked out to ~ 96.50 lakh. 

The matter was pointed out to the Department and reported to the Government 
(May and June 2015). The Government stated (July 20 15) that in four cases of 
ME, Bhilwara and in one case of AME, Tonk, ~ 2.68 lakh and ~ 11 .60 lakb 
respectively had been recovered. Besides, in case of AME Jhalawar, the 
Government stated that EMF would be recovered by Works Department as per 
instructions issued vi de letter dated 18 September 2012. 

6 Construction of four lane work on Jaipur to Deoli section of NH- 12 from km 63 to 114 - package II. 
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7.l0.2 Short recovery/non-recovery of Envi ronment Management Fund 

During crnti ny of the demand regi ter , a essments fi les and month ly return 
ti le of ix MEs/ AMEs, it was noticed (September 2013 to March 20 15) that 
the EMF amount of ~ 1.6 1 crore was not recovered or short recovered from 
le sees, brick earth permit ho lder and royalty collection contractors a 
deta iled below: 

SI. l\;ame of office Name of Period Quantity of EMF 

no. Mineral 
From To 

Mineral (~in 
(in MT) lakh) ·------2. AME, Marble 19.6.20 12 3 1.3.201 3 33,049 3.30 

imbahera Granite 19.6.2012 3 1.3.201 3 380 0.04 

Masonry 19.6.20 12 3 1.3.2013 2, 121 0. 11 
stone 

Limestone 19.6.20 12 3 1.3.201 3 2,91 ,873 14.59 

3. ME, Jhunjhunu Brick earth 19.6.20 12 31.3.201 4 4 ,09, 175 20.46 

Ma onry 19.6.20 12 31.3.201 3 3,54,433 17.72 
stone 

4 . ME, Ja lore Granite 19.6.20 12 31.3 .20 13 1,36,6 19 13.66 

5. ME, Sikar Brick Earth 19.6.20 12 3 1.3.201 3 8,82, 150 44. 11 

6. ME, Dholpur Sandstone 19.6.2012 29. 10.201 2 2,84,73 0 14.24 

Masonry 19.6.20 12 29.10.2012 34,460 1.72 
stone 

Total 161.10 

The matter wa pointed out to the Department and reported to the Government 
(June 201 5). The Government accepted (August 2015) the facts and tated that 
in fi ve ca es7

, ~ 46.53 lakh had been recovered . 

7.11 Non-raising of demand for cost of minerals illegally excavated 
and despatched 

Ru le 48(5) of RMMC Rule , 1986 provides that whenever any person without 
a lawful authority raises any mineral from any land and mi neral so raised has 
already been consumed or despatched, the cost of mineral along w ith royalty 
shall be recovered. The cost of minera l w ill be computed as ten times of the 
royalty payable at the preva lent rates. 

During scrntiny of records vi~. panchnamas8 of ME, Karauli, it was noticed 
(October 20 14) that ME served the show cause notices to the defaulters in 
even cases for the recovery of cost of minerals illega ll y excavated and 

de patched during A pril 20 12 to October 201 3 but the defaulters did not 
depo it the cost of mineral. The ME ubmitted only three cases to the SME for 
according approval for ra is ing the demand of cost of mineral but no proposa l 
was ubmitted in the remaining four cases. Thus, demand for~ 19. 12 lakh in 
all the seven cases could not be ra ised against these defaulters even a fter 

7 ME Bundi-I. Jhunjhunu, Jalore. Sikar and AME imbahcra. 
~ Verification note made by the inspecting officer on the spot regardi ng illegal excavation. 
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passage of one to two years as detailed below: 

SI. 
no. 

Number 
of cases 

'.\ame of 
'.\1ineral 

Quantit)· illegall~· 

exca\ated 
Cost of 
mineral 

(in '.\1T) 

Rate of 
ro~· alt~ per 
\IT (in~) (~in lakh) 

I. Brick Earth 4,769 18 8.58 

2. 2 Masonry Stone 280 17 0.48 

3. 4 Sandstone 875 115 10.06 

Total 19.12 

After this was pointed out, the ME, Karauli accepted the fact and stated 
(November 20 14) that the demand would be raised and intimated to audit. 

The matter was pointed out to the Department and reported to the Government 
(February 2015). The Department replied (May 20 15) that in one case, the 
ME, Karauli sent a proposal to SME, Bharatpur seeking approval for raising 
the demand and other six cases were under departmental enqui ry. 

7.12 Non-raising/short raising of demand of cost of brick earth 

As per notification issued on 10 June 1994 issued under Rule 65A of the 
RMMC Rules, 1986, the kiln owner shall obtain permis~ion for the brick earth 
to be used in making bricks. The permission shall be at least for one year and 
maximum for five years. The royalty on brick earth shall be recovered on the 
basis of annual metric ton quantity of earth u ed as per a given formula 
( 150 days x 3.5 MT x number of ghories). Further, Rule 48 of the ibid Rules, 
1986 provides that whenever any person raises, without lawful authority, 
any mineral , he shall be liable to pay cost of the mineral so excavated along 
with royalty. 

During test check of the records of MEs, Jaipur, Ajmer and Bharatpur, it was 
noticed (between June 20 13 and October 20 14) that in 52 cases, ki ln owners 
used brick earth illegally without obtaining requisite permits and paying 
royalty. The Depa1tment, however, raised demand of~ 1.57 crore on the basis 
of actual quantity of bricks found on the spot at the time of inspection 
whereas, the recoverable cost worked out to ~ 13.48 crore. This resulted in 
short recovery of ~ 1 1.8 1 crore as detailed below: 

SI. 
no. 

I. 

2. 

3. 

Name of 
office 

ME, Jaipur 

ME, Ajmer 

ME, Bhartpur 

Total 

No. of Month of 
cases pane/mama 

39 May 2012 to 
July 2012 

5 April 2012 to 
November 

2012 

8 May 20 13 to 
February 20 I 4 

52 

110 

Recoverable 
cost 

I ,041.39 

102.9 1 

203. 18 

l ,347.48 

Demand 
raised b)· 

the 
Department 

130.63 

14.68 

11 .90 

157.2 1 

~in lakh) 

Short 
raised 

demand 

910.76 

78.88 

191.28 

J,180.92 
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The matter was pointed out to the Department and reported to the Government 
(June 20 15). The Government accepted the fact and stated (July 20 15) that in 
respect of ME, Ajmer and ME, Bharatpur, notices were issued for recovery. 
However, in case of ME, Jaipur, it was stated that the demand was raised on 
the basis of mineral found at the time of inspection by the techn ical staff and it 
would not be correct to assume that kiln worked for the whole year. The repl y 
is not acceptable as the demand of cost of minera l found on site was raised 
without taki ng into consideration the quantity which had already been 
excavated, used in kiln and despatched from site. 

J AIPUR, 

T he 9!0l ·a3.:1 9<: 

26FEB. 2016 

NEW DELHI, 
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