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PREFATORY REMARKS 

The Audit Report on Revenue Receipts of the Government 
of Haryana for the year 1991-92 is presented in this separate 
volume. The Report has been arranged in the following order : 

(i) 

( ii ) 

Chapter I refers to trend of revenue receipts classi­
fying them broadly under tax revenue and non - tax 
revenue, the variations between the Budge estimates 
and the actua l rece ipts under principal heads 

of revenue, the revenue in arrears for col lection, results 
of audi t and the aud it objections and inspection 
reports outstanding for settlement. 

In Chapters 2 to 5 are set out some of the important 
irregulari t ies wh ich came to the notice of Audit 
during test check of records relating to Sales Tax, 
Stamps and Registration Fees, Other Tax Receipts 
and Non-Tax Receipts. 

(v) 
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1. 

( i) 

( ii ) 

( iii ) 

(iv) 

OVERVIEW 

General 

During the year 1991 -92, reven ue raised by the State 
Government. both Tax (Rs. 1,300 crores) and Non-Tax 
(Rs. 546 crores) amounted to Rs. 1846 crores as against 
Rs. 1581 crores during the previous year. Receipts 
under Sales Tax (Rs. 620 crores) and State Excise 
(Rs. 342 crores) accounted for a major portion of receipts 
of Tax revenue. Under Non-Tax revenue, main receipts 
were from Road Transport (Rs. 172 crores), Interest 
Receipts (Rs. 140 crores) and Miscellaneous General 
Serv ices (Rs. 133 crore~). 

Receipts from Government of India during the year, 
inc luding grants-in -aid of Rs. 176 crores, aggregated to 
Rs. 395 crores. 

(Para 1 . 1) 

110549 assessment cases were pending finalisation 
under Sales Tax and Passengers and Goods Tax at the 
end of March 1992 as ag3inst 99,459 cases pending . on 
31st March 1991. 

(Para 1 . 3) 

Arrears of revenue pending collection at the end 
of 1991 -92 under some heads of accounts amounted to 
Rs. 142 crores, out of which Rs. 37 crores were outs­
tanding for more than 5 years. 

(Para 1 . 4) 

1,727 inspection reports (issued up to December 1991) 
containing 4,792 audit objections with money value 
of Rs.2,6491akhswerenotsettled up to June1992. Out 
of these, 413 inspection reports containing 854 objec­
ti ons w ith a value of Rs. 777 lakhs were outstanding 
for more than 5 years. 

(Para 1 . 9) 

(vii) 



(v) 

(viii) 

As a resu lt of test audit conducted during 1991 -92, 
under-assessments and losses of revenue amounting to 
Rs. 20 crores were noticed in 29,996 cases and the 
departrnent accepted under-assessment in 13,720 cases 
involving Rs. 13 . 30 crores. The under-assessments/ losses 
of revenue relate to Sales Tax (Rs. 4. 77 crores) 
Stamp Duty and Registration Fees (Rs. 1. 41 croresY, 
State Excise (Rs. 7. 89 crores), Ta xes on Motor Vehicles 
(Rs. 1 . 50 crores) and Non-Tax Receipts (Rs. 4 . 43 

crores). 
(Para2.1,3.1,4.1 &5 . 1) 

(vi) This report includes cases of non - levy/short levy of 
tax, duty, interest, penalty etc. and audit findings of two 
reviews involving a financia l effect of Rs. 423 . 63 lakhs 
noticed during test check in 1991 -92 and earlier yea rs. Of 
this, under-assessment of Rs. 381 . 72 lakhs was accepted 
by the departments of which Rs. 74. 70 lakhi; was recovered 
t ill August 1992. In respect of one audit objection with 
monetary value of Rs. 0 . 58 lakh, the department had not 
accepted the audit point for which their refutation has 
been incorporated in the relevant paragraph. In remaining 
cases involving ta x effect of Rs. 41. 33 lakhs, replies of the 

2. 

( i) 

( ii) 

departments have not been received. 

Sales Tax 

Irregular grant of exemption to 
resulted in under-assessment of tax 

non-manufacturers 
of Rs. 17 . 51 lakhs. 

(Para 2 . 2) 

Under-assessment due to short/ non- levy of purchase 
tax and incorrect deduction resul ted in short levy of tax 
and interest amounting to Rs. 8·.:t~ lakhs. 

(Para 2. 3 and 2. 7) 

(iii) Grant of excess rebate resu lted in under-assessment 
of tax and interest of Rs. 4. 97 lakhs in 5 cases. 

(Para 2. 4(a) & (b) ) 

(iv) The application of incorrect rate of sales tax in 5 
cases resulted in short levy of tax and interest amounting 
to Rs. 3. 87 lakhs. 

(Para 2. 5(a) to (d)) 

I - I 
. I 

I 

I 
\ !. 



(ix) 

3 . Stamp Duty and Registration Fee 

Short recovery of stamp duty and reg istration fee 
amounting to Rs. 9. 82 lakhs was noticed in 13 cases due to 
under valuation of property, irregular exemption and mis­
classification of instruments etc. 

(Para 3 . 2 to 3.7) 

4. Other Tax Receipts 

Taxes on Motor Vehicles 

The review on taxes on motor vehicles revealed the 
following : 

- Registra tion foe/ transfer of ownership fee and hire 
purchase agreement fee amounting to Rs. 3 . 09 lakhs was 
either short recovered or not recovered from the ow ners of 
vehic les. 

(Para 4. 2.10) 

-Permit fee/ countersignatures of permit fee amounting 
to Rs. 2 . 02croreswascharged short in the offices of Regional 
Transport Authorities. 

(Para4.2.12) 

-1 mproper maintenance of r.ecords/non .reconciliation of 
receipts with treasury in 16 offices test checked, resulted in 
presentation of 166 interpolated challans. 

(Para 4. 2. 13) 

5. Non-Tax Receipts 

(A) Irrigation 

The review on 'Receipts from Canal Waters' revealed the 
following aspects : 

- Non-provision in the Act/ Rules for levy of penal 
interest for non-payment/delayed payment of abiana (water 
rates) resulted in accumulation of huge arrears. 

(Para 5 . 2. 7) 
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(x) 

-Lack of co-ordinat ion and non- reconciliation of 
figures between the I rriga t ion and Revenue Departments 
resulted in non-recovery of revenue amounting to Rs. 72 . 72 
lakhs in ten Irrigation Divisions test checked. . 

(Para 5 . 2 . 8) 

- 1 ncorrect app lication of rates resu lted in short re ­
covery of water charges amounting to Rs. 2. 22 lc; khs. 

(Para 5 . 2. 9) 

( B) Mines and Geology 

-Contract money and interest amounting to Rs. 4 . 24 
lakhs was not recovered from the contractor. 

(Para5 . 3) 

- rnterest of Rs. 6. 70 lakhs was not charged o r short 
charged. 

(Para 5 . 5) 

(C) Agricu lture 

Purchase tax on sugar ca ne and interest amounting to 
Rs. 20 . 52 lakhs was not recovered from sugar mills. 

(Para 5 . 6 and 5 . 7) 

(D} Co-operation 

Audit fee amounting to Rs. 5 . 14 lakh s w as not demanded 
from co-operative societies. 

(Para 5. 8) 

' ., I 



CHAPTER f 

GENERAL 

1 .1 Trend of revenue receipts 

The tax and non- tax revenue raised by the Governmen t of 
Haryana during the year 1991-92, t he share of taxes and 
grants-in -aid received from the Government of Ind ia during the 
year and the corresponding figures for the preceding t wo years 
are given below : 

1989-90 1990-91 1991 -92 

( In crores of rup ees) 

I . Revenue raised by the 
State Government 

(a) Tax revenue 910 . 12 1069.54 1300 . 21 

(b) Non-tax revenue 445 . 93 511 . 1 0 546 . 09 

Total ( !) 1356 . 05 1580 . 64 1846. 30 

II . Receipt~ from Government 
of India 

(a) State's share of net 
proceeds of d iv isible 
un ion Taxes 154 . 11 185 . 90 219 . 45 

(b) Grants- in -a id 97 . 08 146 . 88 176.04 

Total ( 11) 251 . 19 332 . 78 395.49 

111 . Tota l receipt s of the 
State (I + II) 1607.24 1913 . 42 2241 . 7 9 

IV. Percentage of I to 11 I 84 83 82 
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(i) The detai ls of the ta x revenue raised during the year 
1991 -92, alongwith f igures for the preced ing tw o years, 
are given below and reflected in bar chart I : 

1. 

2. 

3. 

4. 

5. 

6 . 

7. 

8. 

1989-90 1990-91 1991-92 Percent age 
of increase 
( + ) o r de­
crease (-) 
in 1991-92 
over 1990-
91 

( In crores of r upees) 

Sales Tax 415 .18 494.70 620.30 ( + )25 

State Excise 236.68 286 . 35 341.87 ( + ) 19 

Taxes on Goods and 
Passengers 100. 88 102 . 10 119 . 83 ( + )1 7 

Stamps and 
Registration Fee 92 . 55 101 . 50 97 .72 (-)4 

Taxes on Veh icles 21 . 39 35 . 78 68.47 ( + )91 

Taxes and Dut ies 
on Elect r icity 29 . 42 34.36 38 . 49 ( + )12 

Land Revenue 00 . 73 00.94 01 .09 ( + )16 

Other Ta xes and 
Duties on Commo-
dities and Services 13 . 29 13 . 81 12 .44 (-)1 0 

Total 910 .12 1069.54 1300.21 -( + )22 

Reasons for var iations, as stated by the ;espective depart-
ments, are given below : 

(a) Increase (25 pe; cen t) in receipts under Sales Ta x was 
due to increase in tradi ng activities, price escalation/ checking 

~ 

\ 
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of evasion of sa les tax, checking of assessment cases by the 
assessing authorities at the higher side and due to normal 
growth rate dur ing 1991 -92. 

(b) Increase (19 per cent) in receipts under State Excise 
was due to more auction money received during 1991-92 
as compared to 1990-91 and more consumpti on of liquor. 

(c) Increase (17 per cent) in rece ipts under Taxes on Goods 
and Passengers was due to general increase in annual growth 
rat e. Hike in bus fares at the rate of 15 per cen t is also the 
major fac tor in the increase in Passengers and Goods Tax during 
1991 -92. 

(d) Increase (91 percent) inreceiptsunderTaxeson Veh icles 
was due to opening of three more offices of Regional Transport 
Authorities in the field and imposition of to ll tax. 

(e) Increase (12 per cent) in receipts under Taxes and Duties 
on Electr icity was partly due to adjustment of old pending 
arrears during 1991-92 and sa le of more powe; as compared 
to last year. 

('f) Increase (16 per cent) in rece ipts under Land Re·Jenue 
was due to recovery of deficiencies detected during audit 
of the field off ices. Heceipt on accoun t of mutation fee and 
copying fee was more t han estimated. 

( g) Decrease (1 O per cent) in receipts under Other Taxes 
and Duties on Commodities nnd Serv ices was due to non­
deposi t of purchase tax by Sugar M ills. 

( ii) The deta ils of major non-tax revenue received during the 
year 1991-92, alongwith figures for the preced ing t wo yas1s 
are g iven below and reflected in the ba: chart 2 : 

1. Road Transport 

1989-90 1990-91 'l 991-92 Percentage 
of inc rease 
(+)o r de­
crease(.--) 
!n 1 S91 -92 

ovei" 
1 S9C-9'1 

2 3 4 

{ In crores of rupees) 

142.69 146. 13 171 .62 (+)17 
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2 3 4 

2. Miscellaneous 
General Services 105 . 35 138 . 49 133 . 47 ( - -)4 

3. Interest Receipts 114 .19 127 . 05 139. 79 ( + )10 

4 . Non-ferrous Mining 
and M etallurg ica l 
Industries 8 . 40 9 . ·15 9 . 90 ( + )8 

5. Medica l and Public 
Health 5 . 51 5.25 6.93 ( + ) 11 

6. Others 69. 79 84.02 84.38 (+ )4 

445.93 511 .10 546.09 ( + )7 

Reasons fo r varia tion as stated by the respective depart­
ments are given below : 

(a) fncrease (17 per cent) in receipts under Road Transport 
was due to rev ision of bus fares with effect from 1 
December 1991 resu lting in increase of revenue over last 
year. 

(b) Increase (10 per cent ) in receipts under I nterest Re ­
ceipts was m:iinly due to larger interest receipts from 
departmental commercial undertakings, Public sector and 
other undertakings, Co-operative societies and other receipts. 

(c) Increase (8 per cent) under Non- Ferrous M ining and 
M etallurg ical Industries was due to effective collection of 
royalty/ contract money, enha ncement in rates of royalty on 
major minera ls with effect from 17 February 1992 and 
special efforts made in l iquidating the past arrears. 

(d) Increase (11 per cent) in rece ipts under Medical and 
Public Health was mainly due to intensive checking and 
inspection of f ield offices, expansion of X- ray p lants and 
laboratories tests in medical institutions and effective rea lisa t ion 
of medical fees from driv ing licenses under the Revised 
Motor Vehic les Rules, 1989. 
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1 .2 VariDtions between Budget estimates and Actuals 

The variat ion between the Budge t estimates of revc11uc 
for the year 199·1-92 and Actual receipts in respect of the 
principal heads of ta x and non-tax revenue and the reasons 

thereof as stated by the respective departments are g iven 
below : 

Serial Heads of 
Number reven ue 

Budg et Actuals 
esti-

Variat­
ions 

Per ­
cent­

age of 
varia­
tions 

mates 

1 2 3 4 

In­
crease 
( + ) or 
De­
crease 
( - ) 

5 6 
(In crores of rupees) 

1. Sales Tax 620.37 

2. State Exci se 352. 27 

3. Ta xes on 
Goods and 

Passengers 120. 00 

4. Stamps and 
Registrat ion 
fee 110 . 00 

5. Taxes on 
Vehic les 

6. Taxes and 
Duties on 
Electricity 

7. Land 
Rev enue 

8. Other Ta xes 
and Duties 
on Commo-

63.92 

38.00 

0 . 95 

dities 13. 66 
9. Road 

Transport 187. 32 

620. 30 ( --)0 . 07 Negligible 

341.87 ( - )10.40 (-)3 

1 19.83 (-)0. 17 Negligible 

97. 72 ( ·-·)12. 28 (-- )11 

68.47 (+)4.55 ( + )7 

38 . 49 ( + )0 .49 Negligible 

1.09 ( + )0 . 14 (+)15 

12. 44 

171 .62 

(-- ) 1 . 22 ( --)9 

(-)15.70 ( -)8 
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10. Interest 

Receipts 
11 . Non-ferrous 

Mining and 
Metallurgical 
Industries 

12. Medical and 
Public 
Health 

3 

140.36 

10 . 00 

7 .07 

6 

4 5 6 

139. 79 ( - ) 0. 57 Negligible 

9.90 ( -)0. 10 Negligible 

6.93 (-)0.14 ( ·-)2 

(a) Decrease (11 per cent) in receipts under 'Stamps and 
Registration Fees' was due to less receipt of conveya nce deeds. 

(b) Increase (7 per cent) in receipts under Taxes on Veh icles 
was due to creation of more regional transport offices and due 
to opening of A udit cell and intensive checking . 

(c) Increase (15 per cent) in receipts under Land Revenue 
was due to recovery of shortfall pointed ou t in audit and 
receipt on account of mutation fee and copying fee more than 
estimated. 
(d) Decrease (9 per cent) in rec eipts under Other Taxes and 
Duties on Commodities was due to non-deposi t of purc hase 
tax by Sugar Mills. 
(e) Decrease (8 per cent) under Road Transport was due to 
less coverage of kilometres due to delay in fabricatio n of bus 
bodies. 

1.3 Assessments in arrears 

The number of assessment cases finalised during the year 
1991-92 and pending at the end of 1991-92 alongsid e 
f igures for the preceding year, are given below : 

( i ) Number of 
assessments 
due for comp­
letion during 
the year 

Sales Tax Passengers and 
Goods Tax 

1990-91 1991-92 1990-91 1991 -92 
1 2 3 4 

• I 
I 
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1 2 3 4 

(a) Arr ear cases 83619 107930 214 585 

(b) Current cases 144220 149666 422 296 

(c) Remand cases 1371 1796 5 3 

(ii) Number of 
assessments 
completed 
during the 
year 

(a) Arrea r cases 47908 68977 89 316 
(b) Curren t cases 81257 79175 243 188 
(c) Remand cases 895 1070 1 

(iii ) Number of 
assessments 
pending 
finali sation 
at the end 
of the year 

(a) Arrear cases 35711 38953 125 269 
(b) Current cases 62963 70491 179 108 
(c) Remand cases 476 726 5 2 

Year- w ise break up of the pending assessments as at the 
end of t he year 1991 -92 is given below : 

Number of cases 

Sa les Tax Passengers and 
Goods Tax 

Up to 1986-87 454 27 
1987-88 1648 20 
1988-89 10308 40 
1989-90 28286 96 
1990-91 69474 196 

Total 110170 379 
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1 .4 Uncollected Revenue 

As on 31st March 1992, arrears of revenue pending 
collection under principa l heads of revenue, as repo rted by t he 
departments, were as under 

Heads of revenue Total 
arrears 

Arrears 
outstanding 
for more 
t han five 
years 

(In c rores of rupees) 

1. Sa les Tax 

2 . Taxes and Dut ies on Elec trici ty 

3 . State Excise 

4. Other Taxes and Duties on 
Commodities and Services 

( i) Receipts under t he sugar .. 
cane (Regu lations, Supply 
and Purchase Control) Ac t 

( ii ) Receipts under the Punjab 
Enterta inment (Cinemato­
graph Shows) Act 

5. Stamps and Registrat ion Fee 

6 . Non-ferrous M ining and 
M etallurgical Industries 

7. Taxes on Goods and Passengers 

8. Co-operation 

9. Land Revenue 

Total 

94.37 

24 .34 

8. 10 

3.32 

0. 12 

2 . 87 

./ 1 . 84 

4 .07 

2.29 

0. 21 

141.53 

23.93 

6.97 

3.83 

0 .21 

0.03 

0. 18 

v 
0 . 76 

0.49 

0.82 

0.06 

37.28 

l 1 
i I 
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Year -w ise brea:< up of uncollected revenue was as under 

Amount 
(In er ores of rupees) 

Up to 1986-87 37.28 

1987 -88 13.46 

1988-89 15 .96 

1989-90 15 . 58 

1990-91 19. 37 

1991 -92 39. 88 

Total 141 .53 

Accurding to t he informetion furnished by the departments 
(September 1992), t he .:imount of arrears as on 31st Ma rch 
1 992 W2.S in the fol lowing stages of action : 

1. Recover ies stayed by appellate 
au thorities/ courts 

Amount 
{ In cro res of rupees) 

43.43 

2. Amount covered by recovery certificates 9. 44 

35 . 91 

52 . 75 

141 .53 

3. Amolmt likely to be written off 

4. Other stages 

Totu I 

Analysi s of arrears 

(a) Sa !es T ax 

Sales tax demand raised but not collected as on 31st 
March 1992 amounted to Rs. 94. 37 crores as against Rs. 
82. 72 crores outstanding on 31st March 1991 . The increase 
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in arrears by Rs. 11 . 65 crores (14 . 08 per cent) w 2s stated to 
be due to increase in number of cases as~essed and more 
dealers hav ing left the State resulting in issue ot recovery 
certificates. Year-w ise brea k up of the outsta nding amount 
as on 31 st March 1992 is given below : 

Year Amount 
(In crores o f rupees) 

Up to 1986-87 23 .93 

1987-88 11 .05 

1988-89 8 . 19 

1989-90 9.48 

1990-91 14. 26 

1991 -92 26 .46 

94. 37 

Recovery of Government dues exceeding Rs. 2 lakhs was 
outstanding in respect of 377 ca ses involving a sum of Rs. 
63 . 87 crores. 

District- w ise position of individua I cases w ith recovery 
due exceeding Rs. 5 lakhs was as under : 

District N umber of Amount 
cases ( In lakhs of r upees) 

Bhiwani 2 115 . 20 

Faridabad(E) 21 306 . 29 

Faridabad (W) 55 1,433 . 12 

Gurgaon 5 90. 61 

Hisa r 16 261 . 26 



1 i 

Jag,ldhn1 i 1G 140. 47 

J ind 7 104.34 

Kaith al 5 33 .88 

Karna! 22 1,651 . 70 

Kurukshetra 3 32.28 

Rewari 13 841 . 13 

Rohtak 13 274.37 

Ambala 8 132.24 

Pan ipat 4 284 . 71 

190 5,701. 60 

The arrears had also accumulated due to late f inali sation of 
assessments. A few such cases am mentioned below by way 
of illustra ti ons : 

(i) The assessments of a d ea ler of Faridabad for the years 
1986-87 and 1987-88 were final ised ex-parte in Ju ly 1990 
and A ugust 1990 crea ti ng additional demands of Rs. 10 . 75 
lakhs and Rs. 38. 33 lakhs respectively. The 'firm c losed down 
its bus iness and its assets were already sold by th e Haryana 
Financia l Corporation in July . 1990. No other . assets or 
property w ere left /available to recover the arrears of sa les tax. 
Recovery of Rs. 36,000 was made from two sureties up to 
August 1992. Registration Cert ificate was not renewed 
from Apr il 1990 as the dea ler fai led to furnish sureti es for Rs. 
50,000 each under both the A cts. The department did not 
t ake any act ion to get the amount recovered as arrea rs of 
land revenue. 

Delay in assessment and fa ilure t o t ;11<e action to recover 
tho amoun t resulted in accumulation of tax nrrears of Rs. 
48 . 72 lakhs. 
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(ii) Assessment of a dea ler of Sonipat for the years 1984-85, 
1985-86 and 1986-87 were fram ed on best j udgement 
basis in March 1990 creating an additional demand of 
Rs. 10.65 lakhs (Rs. 0 . 45 lakh for 1984-85, Hs. 7. 14 lakhs 
for 1985-86 and Rs. 3. 06 lakhs for 1985-87). Registration 
certificate was cancelled in December 1986. The amount could 
not be recovered as t he fi rm was bogus and whereabouts of t he 
dea ler were not known to the d epartment. The arnount could 
also not be i ecovered from the suretit?s <ls the ;,3me were 
also not genuine. Recovery certificate issued t o the collector, 
Delhi in August 1990 was received back with the remarks 
that the dealer was not avui lable at the g iven address. 

Failure to verify the genuineness of the dealer and sureties 
at the time of grant of regist ration ce1tificate •rnd delay in 
assessment resulted in no n- recovery of tax amount ing to 
Rs. 10. 65 lakhs. 

( i ii) A dea ler of Fa ridabad was granted reg istration cer ti ­
fi ca te in July 1983 for trad ing in iron and steel. The reg is­
tration certificate was cancelled in J uly 1986 as the dealer 
was found to be making clandestine transactions. He 
filed retu rns disclosing tu1 novers of Rs. 35. 97 lakhs ond 
Rs. 18 . 56 lakhs for th e years 1983-84 and 1984-85 aga inst his 
actual turnovers of Rs. 175.00 lakhs c: nd Rs . 140.00 lakhs 
respectively . The assessments were fina l ised in December 
1989 and M arch 1990 on turnovers of Rs. 175. 00 lakhs and 
Rs. 140 . 00 lakhs and demands worth Rs. 7. 00 lakhs and 
Rs. 5. 60 lakhs were created ag e; inst the dea ler ; hovveve; , 
the demands cou ld not be recovered ;;s the d eo le; was found 
to be bogus. A sum of !ls. 35,000 wns recovered from t l 11"! 
sureties. 

Failu re of th e depart ment to ver ify th e genu ineness ot the 
dealer at the tim e of grcint of registration certificate and delay 
in f inalising t he assessments soon after cancellation of re­
g ist ra tion certif icate resu lted in loss of revenue of Rs. 12 . 25 
lakhs. 

(b) Ta xes and Duties on E;ectri c ity 

The amount of a1·rears o-f taxes and duties on electr ici ty to 
be rea lised at the end of f\/i 2rch 1 992 was Rs. 24 . 34 crores as 
against Rs· 20. 63 crores outstand ing at the end of rv~.:i rch 1991. 
Year-wise d et<.1 il s of the outstanding dues are given below : 



Year 

Up to 1986-87 
1987-88 
1988-89 
1989-90 

1990-91 

1991-92 

13 

Amount 

(In crores of ru peas) 

6.97 
1 .28 
4.92 
4. 12 
3.32 

3.73 

24 .34 

The arrears were stated to be outstanding aga inst the 
Haryana State Electricity Board. Non-recovery in some cases 
was attributed to the following reasons : 

( i) Deferred recovery of duty of Rs. 3. 15 crores is likely 
to be written off due to weak financial position of the 
assessees. 
(ii) Pendency of 3 cases involving duty of Rs. 0. 26 crore 
in the civi l courts and with the arbitrators. 

(iii) The balance amount of Rs. 20 . 93 crores was out­
stand ing partly due to non-adjustment of misclassified amount 
by the Harya na State Electricity Board. 

( c) State Ei<cise 

Arrears of revenue relating t o State Excise as on 31st March 
1992 amou nted to Rs. 8. 10 crores as against Rs. 4. 29 crores 
outstanding on 31st iVlmch 1991. Year-wise detail s of 
the outstanding dues <i re fJiven below 

Up to 

Year Amount 

1986-87 

1987-88 
1988-89 
1989-90 
1990-91 
1991 -92 

Total 

(In er ores of rupees) 

3.83 
0.25 
0 . 27 
0 . 05 
0.03 
3.67 

8.10 
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According to the information supp lied (September 1992) 
by the department, the amount of mrears as on 31st Ma1·ch 
1992 was in the following stages of action : 

( i) Recoveries stayed by the appelk1 tc 
authorities/ courts 

( i i) In the process of recovery by issue 
of recovery certificates 

(i i i) Amount l ikely to be written off 

(iv) Other stages 

Total 

1 . 5 Frauds and evasions of taxes 

Amount 

(In crores of rupees) 

4 . 13 

0.44 

0 . 34 

3. 19 

8 .10 

The table below indicates the amounts of taxes/ receipts 
assessed during the year 1991-92 in cases of frauds and evasions 
of taxes/ rece ipts detected by the departments concerned during 
1991 -92 and earlier years : 
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Nature Cases Number Number Number Amount 
of t ax / pen- of cases of cases of cases of tax, 
receipt ding detec- finalised pending interest 

as on ted during as on and 
1st during the year 31st penalty 
April the year March levied 
1991 1992 

Out Out Out Out 
of of of of 

Col. Col. Co l. Col. 
2 3 2 3 

( In lakhs of rupees) 

Sa les Tax 251 2397 163 2238 88 159 142. 68 

Passen-
gers and 
Goods 
Tax 208 1671 13 875 195 796 24 . 31 

M edica l 1 

Entertain-
ment Duty 
and Show 
tax 13 19 19 13 0 . 31 

State Excise 60 60 1 . 61 

Animal 
Husbandry 1 0.66 

Stamp Duty 
and 

Registration 
fees 661 253 124 45 537 208 50.38 

1.6 Refunds 

Position of refu nds allowed during the year 1991-92 
is g iven below 



Claims 
outstan-
d ing as 
on 1st 
April 
1991 

Clar ms 
roceived 
d uring 
tho year 
1991 -
9 2 

Refunds 
made 
during 
the 
year 
1991"-
92 

Balance 
out -
sta!"ding 
at the 
end of 
the 

year 

Sales Ta x State 
Excisa 

16 

Passen- Entertain­
g ers and ment 
good s duty 
Tax and show 

tax 

A nima l 
Husban 
dry 

Stamp 
d uty 
and 
Reg is­

t ration 
f ee 

Num - Am- Num· Am· Num - Am - Num-Am - Num-Am-Num-Am­
ber ou nt ber ount b er o u n t b er oun t ber ount ber ount 
of of o f of of of 
cases cases cases cases cases cases 

( in lakhs of rupees) 

421 49.77 0 .12 - 0.12 1 0.33 

1909 297.40 9 0 .80 83 1.54 0 .10 - 4378 465.53 

2,018 290.20 7 0. 70 -- - 1 0.10 - 4377 462. 74 

31 2 55 97 3 0 .22 a:: 1.54 1 012 0 .33 2 . 79 
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1.7 Cost of Co llection 

Expenditure incurred on co llection of the major 
revenue receipts during th e year 1991-92 (with figures 
for the preceding two years) is given below 

Heads of Year Gross Expen- Per- All 
Revenue Collec- diture cen- India 

ti on tage per-
of ex- cent-
pendi- age 
ture to of 
gross cost 
col!ec - of 
ti on co lie-

ct ion 
for 
the 
year 
1990-
91 

(In crores of rupees) 

1. Sales Tax 1989-90 415 . 18 8 . 97 2. 16 
1990-91 494.70 9.60 1. 94 
1991 -92 620.30 10. 45 1 '68 2 

2. State 
Excise 1989-90 236. 68 0.84 0 .35 

1990-91 286.35 0.93 0.32 
1991 -92 341 .87 0 .99 0 . 29 2 

3. Stamp and 
Registra-
t ion fee 1989-90 92.55 0 . 41 0 . 44 

1990-91 101.50 0.65 0.64 
1991-92 97.72 0 . 57 0 . 58 4 

4. Taxes on 
Vehicles 1989-90 21 .39 0.65 3.04 

1990-91 35.78 0 .85 2.37 
1991 -92 68.47 1 '16 1 . 69 3 
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1.8 Results of Audit 

Test check of the records of Sales Tax, Stamps and 
Registration Fee, State Excise, Motor Vehicles, Mines and 
Geology, Irrigation, Agriculture and Co-operation depart­
ments conducted during the year 1991 -92 revealed under 
assessments/short levy/ loss of revenue amounting to Rs. 
20 crores in 29996 cases. During the course of the year 
1991-92, the concerned departments accepted under-asses­
sments etc· of Rs. 22.18 crores involved in 32897 cases 
of which 13720 cases involving Rs. 13.30 crores had been 
pointed out in CJud it during 1991-92 and the rest in 
earl ier years. An amoun t of Rs. 17.73 lakhs in 563 
cCJses had <ilready been recovered. 

48 draft p;:irauraphs includinu two review:; involvinu 
,1 11 amount ot Rs· 423.63 lakhs nnd relatin g to important 
mistakos/ irrugularities noticed during 1991 -92 c:i nd earlier 
years, wh ich were ident ifi£:d for possible mention in 
Audit Reports, were issued to Government of w hich 2641 7 
cases involving Rs. 381.72 lakhs were accepted by the 
Departments. Recovery made in these cases amounted 
to Rs. 74.70 lakhs up t o August 1992. An audit ob­
j ection with a total revenue effect of Rs. 0.58 lakh in 
1 case which has not been accepted by the department/ 
Government but their contention has been found at 
varia nce w ith the fact s or lega l position has been appro­
priately commented upon in the relevant par.agraph. 
No reply has been 1 cceived in 10 cases involving Rs. 
41.33 lakhs. 

1.9 Outstanding Inspect ion Reports 

Aud it observa tions on fin ancial i rn~:.i ul Jr ilius, defects 
in initial accounts and under -assessments of tax, noti ced 
during loca l audit are communicated to the heads of 
the offices and to the next higher departmental autr-.ori­
ties through local audit inspection reports and f irst 
replies thereto are required to be sent w ithin six weeks 
from the date of issue. The more important 
irregularities are also reported to the heads of the de.-
partments and Government. Half-yearly reports of audit 
objections outstanding for more than six months are also 
forwarded to Government to expedite their settlement. 
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(1) At the end of June 1992, 1,727 inspection 
reports (issued up to December 1991) containing 4792 
audit objections w ith money va lue of Rs. 2,649.02 lakhs 
remained outstanding, out of w hich 413 inspection re­
ports containing 854 objections w ith money va lue of 
Rs. 777.35 lakhs were outstanding for more than 5 years. 

( ii) In respect of 159 inspection reports issued 
between April 1991 and March 1992, even t he first 
replies had not been received (September 1992) despite 
issue of instruct ions by the Finance Department in Feb ­
ruary 1992 to a!J the Heads of Departments for 
sending rep lies to the Audit office w ithin the prescribed 
per iod. 

The m:Hter regard ing non-receipt of init ia l rep I ies 
from the departments was reported to the Government 
in September 1992; their reply has not been received 
(October 1992) . 

( ii i) Relatively, large number of audit objections 
were outstand ing under the fo l lowing major heads : 

1. Sales Tax 

Year 

up t o 1986-87 

1987 -88 

1988-89 

1989-90 

1990-91 

1991-92 

Number 
of Ins-
pect ion 
r eports 

80 

21 

20 

23 

23 

14 

181 

Number Amount 
of audit ( In 
objec- lak.hs 
tions of ru -

p ees) 

189 175 . 84 

164 26 .06 

183 86 . 95 

231 254.20 

217 105.97 

189 344 . 91 

1173 993 . 93 
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2. Taxes on vehicles 
Up to 1986-87 23 28 1. 00 

1987-88 18 30 9 . 39 

1988-89 16 22 1 . 08 

1989-90 30 70 1 . 78 

1990-91 48 145 12. 16 

1991-92 23 81 0 . 83 

158 376 26 . 24 
3 . Stamps and Registration Fee 

Up to 1986-87 $2 115 24 . 50 

1987-88 35 56 13 . 10 

1988-89 52 123 45 . 44 

1989-90 63 146 17 . 87 

1990-91 70 163 36 . 63 

1991-92 48 150 35 . 62 

350 753 173.16 
4. State Excise 

Up to 1986-87 36 51 112. 38 

1987-88 09 13 4 . 03 

1988-89 11 15 42 . 63 

1989-90 13 22 27 . 17 

1990-91 13 57 25. 30 

1991 -92 24 3G 257 . 21 

106 194 468.72 
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5. Taxes on Goods and Passengers 

Up to 1986-87 24 39 4 . 82 

1987-88 12 26 2 . 12 

1988-89 13 40 2 . 09 

1989-90 16 54 8.38 

1990-91 18 74 6 . 46 

1991 -92 20 83 0 . 69 

103 316 24.56 

6 . Major and Minor Irrigation 

Up to 1986-87 20 101 38.68 

1987-88 14 52 05.92 

1988-89 

1989-90 22 120 0.91 

1990-91 

1991-92 72 168 

128 441 45.51 

7. Public Works (B & R) 
Up to 1986-87 9 45 27.42 

1987-88 21 27 4 . 99 

1988-89 

1989-90 34 84 22 .89 

1990-91 26 46 

1991-92 

90 202 55.30 
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8. Non-ferrous Mining and Metallurgica! Industries 

Up to 1986-87 18 40 119. 71 

1987-88 8 22 15. 06 

1988-89 10 20 15.92 

1989-- 90 11 34 00 .63 

1990-91 11 32 

1991-92 12 49 72 . 54 

70 197 223.86 
9. Co-operation 
Up to 1986-87 18 28 1 . 67 

1987-88 17 30 0.74 

1988-89 

1989-90 20 36 15 . 56 

1990-91 

1991 -92 4 28 17 . 77 

59 122 35.74 
10. Land Revenue 

Up to 1986-87 9 10 1 . 25 

1987-88 

1988-89 4 8 0.26 

1989-90 8 10 12.85 

1990-91 8 16 3.95 

1991-92 6 5 2.72 

35 49 21.03 
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The more important types of irregularities noticed 
during local audit of Sales Tax (Yamuna Nagc:r and Hisar 
districts) and t hose relating to receipts under the heads, 
State Excise and Mines and Geology which are still (June 
1992) to be settled, are given below 

(a) Sales Tax 

Nature of irregularity Number A mount 
o'f inv olved 
cases (In !akhs 

of r upees) 

1. Under-assessment under Central 
Sales Tax Act 33 21 . 70, 

2. I ncorrcct compu talion o'f turnover 156 132.26 

3. Non/short levy of penalty tl 1 124.45 

4. Non-levy of interest 53 41. 41 

5. Application of incorrect rate of tax 25 17. 08 

6. Others 94 46 .72 

Total 402 383.62 

These objections remained unsettled main ly clue to : 

( i) Non-submission of final replies 

(i i) Delay in fina lising assessments 
by the appellate authorities 

( iii) Other reasons 

Total 

Number Amou nt 
of )invol-
cases ved 

320 

23 

59 

402 

. ( In 
lak.hs of 
rupees) 

264 . 59 

27.79 

91.24 

383 .62 
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{b) State Excise Duties 

Nat ure of irregu larity Number Amount 
of invol-
cases ved 

{In 
lakhs of 
rupees) 

1. Loss of excise duty due to excessive 

wastage 291 1926 .36 

2. Loss of excise duty on re-a uction 

of vends 25 163 .09 

3. Non-recovery/short rncovery ot 
penalties 602 5 .20 

4. Non-·recovery/short recovery of 

interest 155 3. 07 

5. Other irreg ularities 241 490.89 

1314 2588.61 

These objections remained unsettled due to : 

Number A mount 
of invol-
cases v ed {In 

Jai,hs of 
rupees) 

{a) Want of replies 437 1756. 43 

(b) Want of ·recoveries 626 464.66 

(c) Other reasons 251 367. 52 

1314 2588 . 61 
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( c ) M ines an(l Geology 

Nat u re of i rregu :arity Number Amount 
of invo l-
cases v ed ( In 

lakhs o f 
rupees) 

1 . Short/non-real isation of royalty 3031 177 . 99 

2. Non-recovery of contrnct / lease 
money 1170 290.66 

3. Short/ non-levy of interest/ penalty 496 38 . 58 

4. Un-authorised/ illega l extract ion of 
minera ls 1860 170. 90 

5. Other irregularit ies 734 65 . 50 

7291 743.63 

These objection s remained unsettled due to : 

Number Amo unt 
of invo l-
cases ved (In 

lakhs o f 
rupees} 

Want of replies 1786 252. 40 

Want of recoveries 4806 409.34 

Other revsons 699 81 . 89 
7291 743.63 

1 .10 Interna l Control and Internal Audit 

An Internal audit system exists in the Department 
of Excise and Taxation (Sa les Ta x) which admin isters 
the A cts relating to Sales Tax, State Excise Duty_ and 
Show Tax, Revenue Department, w hich admin isters Land 
Revenue and Stamp Duty and Registraticm Fee· and the 
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Transport Department wh ich deals with taxes on Motor 
Vehicles. However, the internal audit system is not effec ­
tive as proper records were not be ing maintained for 
pursuance of inspection reports/paras. Government has 
intimated (September 1992) that setting up of their 
Interna l Audit Organisation was still under consideration . 

On th e basis of information supp lied by these 
departments, the posit ion of audit condu cted and objec ­
tions ra ised with money va lue and objections cleared in 
respect of some of thec;e heads of revenue is given 
below 

1.10.1 Perfor mance of Intern a I A1..1di t System 

The 11umbor ot units to be audited duri11g eJ<. h uf 
the three years 1989-90 to 1991-92 and arrears in in ­
ternal audit in respect of Stamp Duty and Regist ration 
Fees and Taxes on Motor Vehicles at the end of March 
1992 are given below : 

Year 

1989-90 

1990-91 

1991 -92 

The receipt-wise break 

Receipt Head 

1 . Stamp Duty and 
Registration Feo 

2. Taxes on vehicles 

Number Number Nu111 ber 
of units o f units of uni-t :; 
( including audited rerr.a!ned 
units in un-audi -
arrears) ted a t 
to be t he end 
audited of the 

year 

176 139 37 

202 145 57 

205 80 1 25 

up of t he units in arrears was as under : 

Year 

1989-90 1990-91 1991 -92 

2 1 103 

37 36 22 
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1.10.2 Outstanding audit objections in Internal Audit 

The number of internal audit reports issued, objections 
raised and amount of revenue involved therein, objections 
cleared and those pending at th e end of the year 1991-92 
were as under 

Year Number of Audit Number of Audit Number of Audit 
reports / obj ections reports / object ions re ports/ objections 
issued with money c leared up to 31st outstanding as on 
va lu e March 1992 with 31st March 1992 

money value with money value 

Au::l i t Obj ec- Money Au:Jit O oj e~ · Money Audit Objec· Money 
r ep · tions value rep . tions value rep· tions value 
or ts er t s o rts 

(Jn lakhs of rupees) 

1989·90 224 1188 283.02 23 147 14.90 201 1041 268.12 

1 990 .~ I 181 1084 118.26 19 75 3 .77 162 1009 114.49 

., <J9 1 - ~l2 184 985 117. 26 G 77 2.05 179 908 115.21 

589 3257 51 8.54 47 299 20.72 542 2958 497 .82 

1.10.3 De lay in issue of Internal Audit Reports 

As per the normal pract ice, interna l audit reports 
are required to be issued with in 30 days of. completion 
of audit. It was, however, noticed (September 1992) 
that there w as de lay in issuance of internal audit reports 
betw een Apr il 1989 and Marc h 1992 as deta iled below: 

N a m e of Head Total 
number 

o f aud i t 
reports 

Taxes on Motor 
vehicles 179 

Number 
of audit 
reports 
issued 
late 

97 

Percen­
tage of 
delayed 
reports 
to the 
total 
number 
of 
reports 
issued 

54 

Delay in 
issuance 
of 
reports 

3 days to 
502 days 
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Despite considerable delay in the issue of internal 
audit reports, no monitoring mechanism hcd been devised 
by the Department to ensure that thesa were issued within 
the prescribed period. It was also noticed that no internal 
audit manual had been framed. 

The respective departments stated (October 1992) 
that delay in issue of reports w as due to shortage of 
staff . 
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SALES TJ\X 

2.1 Resu l t s o f /.i.ud !'t 

Tast chJck of s31es tax ;=.ssEssments znd u th£:1r record:> 
of 28 u:1its co nducted during th9 year 1991 -92 revealed 
under-assessme:1t of tax of Rs . .!1, 77. 43 la khs in 11 31 
cases, wh ich broadly fa ll und.:.r t he fo llow ing cc:.t ego riEs : 

De ta i :s 

1 . Incorrect computatio n 
of turnover 

2. Under-asS<;;ssmcnt under 
the Centra I Sales Ta x 
Act 

3. Interest r.o t charced on 
non-pa yment/de la~ye d 
payment c:f t -.x 

4 . A!Jp lication of incu rE: ct 
rate of tax 

5. Nc n/short levy of pc n1.i l ty 

6. Other irreg ulari lies 

Number o'f 
ca$as 

305 

162 

78 

70 

358 

1131 

Amo unt 
(in iakhs 

of rupees) 

170.21 

58 .92 

54.53 

30 . 85 

88.64 

74 .28 

477.43 

During t he• cowse of th.: .. ye: r 1991 -92 the depa rt­
ment acc:;ptea ur.c1e ;-assessm<0 n t of Rs. 83 . 96 lakhs involved 
in 401 c:i ses nf whi ch 389 cJ si.£ i nvo lvin ~J Rs. 76 . 22 
lakhs h :1d b : en Po inted o ut in au:! it during 1991-92 and 
th 3 rest i r: car!ier yec:rs, out of which an amo unt of Rs. 
8.78 lakhs has betih recove:red. 28 draft pa fagraphs and 

29 
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one review involving fi nci ncial effect of Rs. 52.e4 lakhs 
a rod bringl11£! o ut major irregularities nG tic eel duri r. g t h& year 
or earlier Y~·a rs W< re issued to the Gcvc.1 nment f c r their 
comments The departmen t has accr:p tC: d the observatio ns 
in 28 caS€S i nvo lving Rs . 52.64 lakhs of which Pis . 5.26 
lakhs have bee n recovered up to fa.ug ust 1992. A f i:,w 
i llustrat ive ca ses are g iven in the fc llowi r.g parc::grni::,hs : 

2 .2 Und er-assessment due to irreg ular gra!"lt of ex·em­
ption to non-ma nufacturers 

To encour'1 gE- Tiny Rural I ndusHi0s in Haryc. na, Gcvern­
m::. nt issued no t ifications deted 2 J une 1979 ar.d 5 P..ugust 
1985 undar sect i;:, n 13 of Harya r.a Ge;1eral Sales Tax Act, 
1973, allowing exemption to Ru ra i Tiny Industrial units 
from the pa yment o f tax on the purchase or sale c· f goods. 
The entitlemen t of exemption was subj&ct to t he con­
ditions t hat (i) the goods purchased are used in the man u­
facture/produ ctio n of goods for sa le wi t hin t he State (ii) the 
capi tal investment on machinHY and equipment of t hd 
un it should not exceed rupe<: s one iakh ( i ii) a certi i icati:.l 
of gen uineness is issued by the Industries Depart ment 
Har yana. 

A dealer o f Jind who was granted exemption certificace:: 
(va lid from 20 M arch 1 985 to 14 February 1987) 'for a 
rura I t iny industria l unit for the manufacture of cat tl•.: 
feed, must ard oi l a ,1d basrn. made huge purchases of Kh c. l. 
w haat, bajra , bi no I;:,, pu ls~s, Sarson . cia !, jovvar . g uar , gra rr:, 
etc .. without paymE;nt of tax from w ithin the State duri ng 
the yea rs 1 985-86 c:nd '1986-87 and so ld the goods cs 
such witho ut undertaking c:ny man ufacturing process. The 
assessing authority erro neously allo·Ned (March 1989) 
exemption from payment of tax on his sales tu rnover of 
Rs. 2 01 .44 lakhs t 1985-86 : Rs. 195.53 lakhs and 1986-87 : 
Rs. 5.91 lakhs). As the dea ler had sold t he g·:)Qds without 
undertaking any manufocturing process, t he exemption 
from payment o f tax was not admissib le. l rreg ulc. r grc:nt 
of exemption resulted in shon assessment of t a>: of Rs. 
11.71 lakhs and in:erest of Rs. 5.80 laklls. Besid~s. 
penalty not exce:::-ding Rs. 17 .56 lakhs for short p :lyrnent 
of tax a lon ~3 with returns w as n lso lev iab!e. 

The Departmen t accepted the audit objection (September 
1991 ;:ind December 199'1) and raised an ad di tional demand 
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of Rs. 11.71 lakhs ( 1985 -8!3: Rs. 10.10 lakhs fi nd 1986-87: 
Rs. 1.61 lc: khs). Report on action to levy interest and 
pena lty has no t been received (Aug ust 1992) . 

2.3 Under-assessment due to short/non- levy of 
purchase t ax 

(a ) Under t he Harvani'l General Sa les Tax Act . 
1973, a dealer is liable to pay t ,ix on the sale or purchase 
of goods mad r: in the St:-te at the stages specified in 
the /!.ct. Bcsid •~s. penalty no~ cxcr:: edi;1g <. ne and half 
times the amount of tax ossr~ sse :-l. interest is cilso charge­
able at one p.Jr c e11 t 1J o·r month for the f irst month 0nd 
u! on') and a h CIH per cent per month ti·.e1t'!;;f Lir for non­
payment of tax. 

(i) A denier o f Faridab<!d rran sferretl 1824 Nos. of 
a ir condi :ion0rs d uring the year 1986 ·87 to his bra nches 
outside ti1e S tate of H·:iry:i na. Out of 1,824 air con­
ditio. ie;s, 1.440 'Nere manufactured from goods f)<lrtly 
purc11ased f rom out o f Hary:rn:i n nd partly from w ithi n 
Haryr.i ,1a arid the r e111 <: in :ng 334 air-conditioners were rnanu­
bctu red .;xchsively from the materi;i l purchased fro m 
H:iryana . Whil13 framin~J assessment (Mnrch 1980), the 
nss9ssing 0uthority ieviod purchase t ax on 1440 air r.o n­
d ition r~rs only a:-i d t he remn i ni1~g 384 t1 ir condit ion,; rs escaped 
asse>sment. The mistake resulted in under-assessment of 
purchase tf!X ot Rs. 1. 77 la ~hs ani interest of Rs. 89,335. 
Besides. penalty up to Rs. 2.6o lakh.:; fo r short payment 
of tax d ue alongwith roturns was a !so leviable. 

On the omission being pointed ou t (February 1 991 ) 
in audit, t he departmant re ferred (June 1 991 ) the case for 
taking suo moto action. Further re11ort on action ta ken 
has not been received (Aug ust 1992). 

The case wa s reported to Government in A pril 1991; 
thair rep ly has not been received (Aug ust 1992). 

(ii) A dealer of Jind purchased . w ithou t payment of 
ta x, paddy chilka , waste paper. old gunny bags a nd oth~r 
consum;:ible stores Vi1 !ued at Rs. 45 .90 l::ikhs cl uring the year 
1987-88 and used the same in the manuf,1ctu re of paper so ld 
w ithin the State, as well as in the course of inter··Sta te t rade o r 
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commerce or sent 0 11 r:o nsignment basi s/ branch transfers. 
While tram ing assessment (M arch 1989) , the Assessir.g 
Authority did not levy P Jrchase tax on p 01rchases mad a in the 
State of 1-!aryana. The mistake res ulted in short levy of tax 
of Rs. 82,312, besides interest and penalty. 

On t he omission being pointeJ out (September 1989) in 
aud it, the depar tment referred the cas~ (April 1990) to the 
Rev isional Authority fo r takinq suo moto act ion . After verifi­
cat ion the Revisio na l Authority in his order ( Nov ember 1991 ) 
determined p urc heses as m~do w.thin i-lory3 na State at Rs . 
27.87 la!d1<> and created add:tional demand of Rs. 58,12.9 . 
The balance purchases ware either made f ro!11 outside the 
Sta te or related i o purchase of m::i chinery and as such were 
not taxable. Action t 0 levy interest amounting to Rs. 9,296 
Hnd penalty up to Rs . 87,194 is awa ited (Augusl 1992). 

The case was repo rted to Excise and tax<! tion Commissi-
oner in J '.l nuary 1990; tbeir reply hi1S no t been received 
(,'~ ug ust 1992) . 

( b) As per the pro v isions of the Harya na Ge!leral Sales 
Ta x Act, 1973. a dealer can purcr.ase, c.n the strength of 
certi f ica te o f registration and iJy furnishing a declaration in the 
prescribed form ST-1 E without payment of tax, good s (o ther 
than those on whici1 ta x is leviable at first stage) for re-sale in 
t he State or sale in the comse of inte r-st2tc trade 0r commerce 
or for use in the manufacture of goods ( other t han ta x free 
goods) for sale in the State or sa le in the course of inter-State 
trade o ~ c.;ommerce or sale i n t h·.3 course o f export out of terr itory 
of India. I f o dealer, who has purchased g oods w ithout 
payment of tax, fails to use t he goo ds, so pu chased, 
fo r the sp eci f ied purpos ~ s. hs is liable to pay tax on t he purchase 
va lue of such goods at the :«: tes notified under sz ction 15 of tile 
State Act. Further , for fa ilu re to pay the tax due by the stipulatGd 
el ate, t he d::; alEr is liable t0 pay inter%t at the rate of e nc pe1 
cent for the first month and <. tone ;rnd a h::i lf per cent re r 
month t hereaf ter under the State ft.ct. 

A dea!er •::if Hisar p urch::i ser:I wooden cra te<.> value d ;:;t Rs . 
8.66 lakhs during the years ·t 985-86 and 1986 -87 by fu rnishing 
declarn tion in form ST-1 5 without paymer: t of tax . The items 
so purchd st.d WE.re neit hE. r sole nor used in t ha manufacture c.. ·f 
goods . These w ere. thus. iiab!e to be assessed to tax. While 
framing assessments (July 1989 and Jar.uary 1990), the 
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assessing author ity fa iled to levy tax o n these purchases. The 
omission resulted in under-assessment of t c; x amounting to 
Rs. 70,671 and interest of Rs. 39 ,035. 

On the omission being po inted out (May and June ·1991} 
in audit, the department referred (Mc.y 1992) the case to the 
Revision <l I Authori ty for suo moto action. 

The matter was rep orted to Government in January 1992; 
their reply has not been received (August 1992). 

(c) Under the provi sions of Haryana General Sales Tax 
Act, 1 973, transfer of property in g·_1ods for cash or deferred 
payment or other valuable considuations including transfer of 
property in goods (whether as goods or in some other forms) 
involved in the execution of a works contract is a sale and is 
exig ible to Sa !es Tax . Further. interest is a !so chargeable for 
shmt/non -payment of tax alongwith returns . 

A dealer of Farid abad purchased raw materia l valued at 
Rs. 1 . 22 la khs without payment of tax and used the same in the 
job work during 1984-85. While finalisin g assessment 
( November 1985), the assessing authority fail ed to levy ta x on 
these purchases. The omission resul ted in under-assessment 
of tax amountiug t o Rs . 9,992 and interest Rs. 11 ,950. 
Besides, pen51ty not exceeding Rs . 14,988 was also leviable . 

On the omission bei ng pointed out in Audi t (August 
1987 ), the department referred (April 1991) t he case for suo 
moto action . The Revisional Authority on verification deter­
mined the purchases at Rs . 4.67 lakhs (including purchases 
va lued at Rs. 3.50 la khs made against 'C' form from outside 
the State) and created (June 1991) additional demand of Rs. 
83,630 (tax Rs . 38,100and interest Rs. 45 ,530). The dea ler 
deposited Rs. 10,000 and filed an appea l against thase orders . 
Further progress has no t been intimated (August 1992). 

(d) U ndar the provisions of Harya na Gen era I Sales Ta x 
Act. 1973, oil seeds (Sarson) when imported, tax is leviable at 
the fi rst sale by a dealer l iable to pay ta x under the Act. 
Further, in terest at the prescribed rate is also chargeable for 
short/ non-payment of tax alongwith the rnturns. 

Adea l~.ir of Hisar p urchased Sc:rson va lued at Rs. 12 .09 
lakhs from ou tside the State of Haryana dur ing 1986-87 whi ch 
was partly sold as such to registered dealers and part ly crushed 
to manufacture oil . While fin -: lising as sc s~m€n t (February 



34 

1990) , the asssssing authority allowed rebate of tax on the 
en' ire purchases of Rs. 1 2. 09 lakhs instead of restricting the 
sam= in propc rtion to sarson used in the meinufacture of oil. 
No reb? te W3S admissible in respect of imp.)rted oil seeds sold 
as such to ''e·1 istered dealers. Th~ mistake r esu lted in under­
ass<) ssment o f tax of Rs. 39,464. Besi:!e5. in terest of Rs. 
19,355 was also ch::irgeabb fo i' no:1-payment of tax alongwith 
the returns . 

On the o ,n ission bei ' g pointed out (July 1991) in audit, 
the department referred (December 1991) the case t o the 
Rev isio nal Authority for ta king suo moto action. Further report 
has not been re ce iv~d (August 1992). 

The case w as reported to Government in September 1991 ; 
their reply has not been received (August 1992) . 

(e) Under the provisions of Haryana Genera l Sales Tax 
Act, 1973. every dea ler is lia ble to pay tax under the Act on 
the sa le or purchase of goods in the State at the stage spe ci­
f ied in the Act . Further , interest at the rate of one per cent 
for the fi rst month an J one and a half per cent p er month 
thereafter and penalty is also chargeable for non/short payment 
of t ax alongw ith returns . 

A dealer of Rewa ri purchased goods valued at Rs. 2.60 
la khs from within the State during the year 1987-88 w ithout 
payme:1t of tax, an -J used them in the mrnufacture of ta x free 
and t'lxab!e goods sold wi thin the State, in th~ course of 
in ter-State trade o r commarc~ as well as in goods sent to 
brn nch o ffices . Whil e frarning assessment (November 1990), 
the assessing authority did not le .;y the purchase ta x. The 
m i:; ~a ke re3Jl ted in undH-ass33~men t of tax of Rs . 20,529 and 
iil te~est of Rs. 3,123 ba:;idas penalty not exceedi ng Rs. 30,794. 

On f i e om'ssion bainJ pointsd out (October 1991) in 
audit. the i:l ?partment referred (January 1992) t he case to the 
Revisional Authority for t aking suo-moto action . Further report 
has not been received (Aug ust 1992). 

The case was reported to G:Jvernment in December 1991 ; 
their reply has not been received (August 1992). 

2 .4 Under-assessment due t o excess rebate 

(a) Under the Haryana General Sales Tax Rules, 1975, a 
regis tarer:l dea l:; r may re duce t he amount of tax paid under the 
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Act at the first stage of sale of goods purchased by him, from 
the amount of ta x payable by him on such gooris or goods 
manufactured or processed therefrom, when sold w ithin t he 
State or in the course of inter-sta ta t rade or commerce, or in 
the course of export outside India. For non/short payment of 
tax alongwith the re turns, however, intcrEst at prescribed rates 
is ch <: rgeable from the dealer. 

(i) A dealer of Faridab::; d purchased g lass bottles (tcix­
a ble at the stage of first sab) valued at Rs. 17.33 lakhs duri;1g 
the year 1988-89 after payment of tax . Th;; bo: !les were used 
in the packing of taxable goods so ld within the state, in the 
course of inter-sta te trade or com:Tle;ce and in the course of 
export outside the te:·ritory of India ns well as in goods sent on 
consignment basis/ branch transfers. A t the time of assessment 
(April 1991 ), the ci ssessing authority allowed rebate o f 
tax on the entire purchases of Rs. 17 .33 lakhs, instead of limit­
ing it in proportion of goods sold w ithin the state or in the 
cour&a of inter-state sale or export outside tha teni tor y o f 
India. No tax ret>ate was admissible for manu factured good:> 
sold on consignment basis/branch tra nsfers. The m:stal<e 
resulted in under-assessment of tax of Rs. 2 .67 la!<hs. 

On tha omission being pointed out (October 199·1) in 
audit, the department referred (November 1991 ) t he ca se t o t he 
Revisional Authority for s~o mJto action , w ho decided the 
case in March 1992 and crea ted an aridit iona l demand of 
Rs. 2 .95 lakhs (tax Rs. 1 .85 l.:i khs .a nJ inte"est Rs. 1 10 lakhs) 
which was deposited by the d:ialer in A.Jril ·1992 . Penalty o f 
Rs . 25000 was levi ed on 29 Aor il 1992 und3r Secdon 47. 
Further report on recovei y has not been received (Sep Lem~er 
1992). 

The case was reported to Government in December 1991 · 
their reply has not been received (August 1992 ). ' 

(ii) A dealer of Dabwc;l i purchased cot tcn seeds valued 
at Rs. 38.17 lakhs during the year 1988-89frorn wi thin HJrya na 
State after payment of t ax o f Rs. 1 .53 lakhs at first stage of 
sale . Cotton seeds valued at Rs. 15 .37 lakhs w ere used by 
him in the manufacture of oil valued at Hs. 9 64 lakils sent on 
consig nment basis. Whi le fin alising assessment (March '1930) , 
the assessing authority datermined value of cotton se.1 ds used 
in the manufacture of oil, s::int.on consignment basis as Rs 8.87 
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lakhs instead of R•. 15.37 lakhs and worked out the iefund to 
be allowed to the de;i ler as Rs. 35, 717. It was, however, 
noticed in audi t (Novernber 1990) that the dealer was entitled 
to refund of Rs. 9,788 only . Thus refund of Rs. 25,929 was 
found to have been allowed in excess. 

On the mistake being pointed out (November 1990) in 
audit, the Revisional Authority took the records from the 
assessing authority in Decamber 1990 for ta king suo moto 
action. The Revisional Authority while decidir.g the case in 
J une 1991 , held that t he dea ler mainly sent tha cctton seed 
oil for sale on consignment basis outside the State of Haryana 
and disallowed the entire rebate and created add itiona I demand 
of Rs. 85,387. 

The dealer W.3 nt in a,Jpea l b;fore the Tribunal against the 
orders of the Revisional Authority after depositing {February 
1992) fif~y pei cent o f the c:.ddi tional demand so created viz. 
Rs . 42,720 and by submitting surety bond for the balance 
am:iunt. Further report has not been received (August 1992). 

The case w.:is reported t o Government in January 1991 ; 
their reply has not been received (August 1992). 

(iii) A de :; ler of Hisar m3de tax paid purchases of hot 
roll ed coils valued at Rs. 135.86 lakhs during the year 1988-89 
from w ithin H3ryan3 S tate after payment of tax o f Rs . 5.46 
lakh ; a nd us..::d ·the same in the manufacture of goods sold 
w ithin t he State, in the course of inter-state trade or commsrce 
as well as in the goods sent on consignment ba sis. While 
f inalising (March 1990) assessmmt. the assessing au thority, 
however. erroneously dete;m ined t he value of tax paid purchases 
as Rs. 142 .60 lakhs instead of Rs. 135.86 lakhs. The 
mistake resulted in under-assessment of tax of Rs. 26.959 , 
bt:sides int-are st of Rs. 6, 750. 

On the omiss'on b3ing point ed o ut (June 1991) in audit. 
the depa rtment referred (December 1991) the case to the 
Revi sional Authority for suo mote action. Furthsr report has 
not been received (August 1992). 

The case w as repor ted to Gov€ rnment in Sep tGmber 1991 ; 
their reply has not been received (August 1992). 
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(iv) A dealer of Karna! purchased maida, veg 11table ghee, 
wrapper and refined oil (taxable at the stage of first sale) valued 
at Rs . 14.43 lakhs during the year 1989-90 from within 
Haryana State after payment of tax. The goods were used in 
the manufacture of bread sold within the State, srnt on con­
signment basis and branch transfers . While finalising (December 
1990) the assessment, the ascessir g authority erroneously 
allowed rebate of tax paid on the entire purchases, instead of 
allowing the same in propcrtion to the goods sold in the 
State, no rebate being admissible in respect of man ufactured 
goods sold on consign mont basis o ; t ra nsferred to branch 
offices. The omission re- suited in under-assessment of tax of 
Rs. 28,585, besides interest of Rs. 3,289. 

On the omission being pointed out (Juna 1991 ) in audit, 
the department referred (January 1992) the case to the Revis­
io nal Authority for suo moto action . Further rep ort has not 
bern received (August 1992). 

The case was reported to Government in September 1991 : 
their reply has not been received (August 1992). 

(b) Under the Haryana General Sales Tax Act, 1973, on 
sale of rice, tax is leviable at the point of first sale in the 
State and on purchase of paddy at the point of last purchase 
in the State. The sales tax lev ied on rice is, however, reduced 
by the amoun t of purchase tax paid in the State on paddy out 
of which such rice has be en produced . Further, for n on/short 
payment of tax due as per returns interest at one per cent per 
mon th for the first month and at one <i nd a half per cent per 
month thereafter is also leviable. 

A dealer of Panipat husked L7,934 quintals of paddy 
valued at Rs . 56 .53 lakhs during the year 1989-90. The 
average purchase price of paddy used in husking rice worked 
out to Rs. 202 .38 per quintal. Out of rice obtainE d from the 
paddy, the dealer sold 15136.06quintalsof rice valued at 
Rs . 55 . 29 la khs to the District Food and Supplies Controller 
(D. F.S.C .) and in the local market. While finalising assess­
ment ( December 1990), the assessing authority allowed rebate 
from the tax assessed on sale of rice by taking average pur­
chase price of paddy at Rs. 225 per quintal instead of at 
Rs. 202 . 38 per quintal resu lting in excess relief of tax of 
Rs. 21,E57 totheassessee. Besides, interest of Rs . 4,752 for 
short payment of t ax was also levia ble . 
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On the omission b~ ing pointed o ut (Apri l 1991 ) in audit , 
the assessing author ity ra ised (February 1992) additiona I 
dema.-.d o f Rs . 26,309 \tax Rs. 21,557 <Jnd interest Rs. 4,752). 

The case wa s reported to Government in January 1992; 
their reply has not been received (August 1992) . 

2 . 5 Application of incorrect rate of tax 

{a) As per Haryana Government r.otification issued in 
December 1987, 'accumulators' are taxab le at t he rate of twelve 
per cent up to 5 September 1989 . The Excise and Taxation 
Commissioner, Hcryana, issued clarification in December ·1990 
th at batteries ware covered by the term ·accumulators'. Further, 
for non-paymen t of tax due alongw ith returns, the dealer ii 
l iable to pay interes t at one per cen t Per month for t he first 
month and a t one and a half per cent per month thereafter . 

A deale; o f Rohtak sold batteries amounting to Rs . 63 .13 
lakhs dur ing April 1989 to August 1989. Wh ile finalising (May 
1990) t he assessment for the year 1989-90, the assessing 
authority erro neously assessed the sa les of Rs . 63.13 lakhs of 
ba tteries (c: ccumul ators) at the rate of ten per cent instead of 
the co; rect rate of tax of tw.:: lve per c.a nt . The mistake resulted 
in short levy of ta x am~ un ting to !1 s. 1.39 lakhs. Besides, 
in te rest of Rs . 1 6,43 6 w as also chargeable for short payment 
of tax alongwith the returns. 

On the omissb n being pointed out (December 1991) in 
audit, the assessing au th or ity did not accept the objection and 
stated that tho batteries were not covered under the term 
'accumulators'. However, on a subsequen t rd erc: ncG by Audit 
in April 1992, t he department referred (April 1992) the case 
to the Revisi :rn al A u:hority for taking suo moto action. Further 
report has not been received (AUG ust 1 992) . 

The case w as reported to G overr, ment in April 1992; their 
reply has not been rece iv ed (August 1992). 

(b ) Under the provisions of Haryana General Sales Tax 
Act, 1973 , water coolers and electronic vo lta ge correctors 
(E.V .C.) being electrical appliances are taxable at the rate of 
tw elve per cent . Further, ~. s per Horyana Government notifi­
cation issued in December 1987. tax on electrical appliances 

~ I 
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is leviable at the first stage of sale in Haryana and deducticn 
fro m turnover on account of sale of such goods to registered 
dealers against declaration forms is not ac missible . 

In the case of a dealer of Faridnbad, the assessing 
authority whi le finalising (March 1990) cssessment for the year 
1988-89, erroneously lev ied tax on the sale of water coolers 
va lued at Rs . 2 .41 lakhs at the rate of ten per cent instead of 
the correct rate of tweive per cent and also allowed ded uction 
amounting to Rs. 1 .63 lakhs from his gross turnover on 
account of sale of water coolers and elec tronic voltage correc­
tors (taxa ble at the f irst stage of sale being electrical appli­
ances ) to registered dealers. The mistake on both the counts 
resulted in under-assessment of Rs. 33,486 (tax Rs. 26,786 and 
interest Rs. 6,700). Penalty up to Rs. 40,179 for short pay­
ment of tax due alongwith returns was also cl1argeable . 

On the omi5sion being po inted out (February 1991) in 
audit. t he department ref erred (June 1991) the case for suo 
moto action to Revisional Authority who raised ( December 
1991 and January 1992 ) additior aldemand of Rs . 1. 15 lakhs 
(tax Rs . 43,077, in terest Rs. 23,893 and penalty Rs. 47 ,786). 
The d ea l >:lr , however , filed an appeal before the Sales Tax 
Tribuna I, Harya na who ordered (June 1992) to deposit t he 
amount of ta x of Rs. 43,077 by the en d of Augu st 1992 and 
sta yed the recovery of int erest a r:d pena lty . The dealer, 
however, deposited (June 1992) Rs. 14,500 . Report on re­
covery of balance amount hzs not been received (August 
1992). 

The case was repo rted to Government in April 19::t1 : 
their rep ly has not been received (August 1992). 

(c) Under the Harvana Genera I Sales Tax Act. 1973, a 
dealer is liable to pay tax on the sale or purchase of goods 
made in the State at th2 stage sp.ocified in t he Act . Further, 
for short pa yment of tax dui? a longw ith r6t urn s, the assessee is 
liab le to pay interest at one per cent for the fi rst month and at 
one and a half per cent per month thereafter in addition to the 
pena lty not exc~ed i ng one and a half tim es the amount of tax 
assessed or liable to be assessed. 

A dealer of Sonipat purchased , w i tho ut p ::iyment of tax, 
chemicals valued at Rs. 8.90 lak hs during the year 1987-88 
from with in the State and used the same in the job work 
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(Processing of goods). While finalising the assessment 
(November 1990), the assessing aut hority levied tax at the rate 
of 4 per cent instead of the correct rate of 8 per cent. T he 
mistake resulted in under-assessment of tax of Rs. 36,820 and 
interest of Rs. 20,240. Besides, penalty for short payment of 
tax alongwith returns not exceeding Rs . 55.230 was also 
chargeable. 

On the omission being po inted out (Ma rch 1992) in audit, 
t he departmen t re;ftrred (May 1992) the case to Revisiona l 
Authority for suo moto action . The Revisional Authcrity 
decided the case in August 1992 and created an additional 
demand of Rs. 36,820. Further report has not been received 
(Aug ust 1992) . 

The case was report ed to Go1iernment in May 1992; their 
reply has not been received (September 1992). 

(d) Under the Central Sa les Tax Act, 1956, inter-State 
sa les to Government departments ere taxable at the concess­
ional ra te of four per cent when such sa les are supported by 
valid declarations fu rnished by <.l n authorised officer of the 
Government department. The concession is not admissible in 
respect of inter-State sa les to a utc nomous bodies or other non­
Government insti tuti ons. They are l iable to pay tax at the 
full rate (ten per cent). Further, for short payment of tax the 
dealer is also liable to pay interest at one per cent per month 
for f irst month and at one and a half per cent per month thue­
after so long as the defau lt conti nues. 

(i) On the inter-S ta te sa les valued at Rs. 4.90 lakhs, 
made by a dealer of Faridabad during the year 1989-90 to the 
Ganga Pollution Prevention Division, Uttar Pradesh Ja l Nigam. 
Va ranasi, tax was levied (Februa ry 1991) at the concessiona l 
rate of four par cent. Jal Nigam being an autor.omous body 
tax was actually levi able at the rate of te n per cent. The 
mistake resulted in under-assessment of tax of Rs. 29,416. 
Besides, interest of Rs . 6,928 was also lsviable for short pay­
m3nt of tax alongwi th the returns. 

On the omission being pointed out (January 1992) in 
audit, the department referred (June 1992) the case to Revis­
ional Authority for suo moto action . Further report on action 
taken has not been received (August 1992) . 
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Th9 case was report -d to Government in Ap ril 1992; th eir 
reply has not been received (Augu si 1992) . 

( i i) A d _.aler of Gurgaon mada int :; r-State sa les val ued at 
Rs. ::. 60 la!<hs during the y.rnr 1987-88 to t he Co llege of Tech­
nology ;; nd Agricu l tura l Engineering, Udaipur (a cons tituent 
cullege of Ra j;; s than Ag ri cul tural University, Bikaner) and 
Rura l Development Agency, Jaiselmer (Ra jasthc: n) which are 
autonomous bodies c. nd are not Government departments . The 
assessing authority, whil.:: fin s I ising assessment (December 
1989) levied ta x on th2 sales c t the concession2I rate of 
four per cen t instead o f th< correct rate o f ten per cent consi­
dering th :. buye1s as Government departments. The mistake 
resul ted in under-assessrne nt of tax of Rs. 22,328 ( Tc. x 
Rs. 15,620 and in t•: res t Rs. 6,708) . 

On the omission being p o inted out (November 1990) in 
audit, t he asse:;si ng aut hority reiteratsd (June 1 991) that these 
institu tions w ere Government departmi:: nts and were financed 
by S iat i /Cen: ra l Governrnenti. The reply of the ass<: ssing 
authority was not tenabl<J because both the institutions w ere 
c0nsti tuents of autonomous bodies which were fin anced 
through g rant-in-aid fro m Government but w~ re not Govern­
ment departments. The matter w as repo rted to the Excise and 
Taxatio n Commissioner Hc.ryana in July 1991 for comments 
w ho c:ccepted the objection and directed (July 1992) the 
assessing au thority to re as~ : ss the c t: ses a nd submit the final 
f indings . Th3 assessing authority created additiona l demand o f 
Rs .23,194 (tax Rs. ·is,030 and inte rest Rs.5,164) in June 
1992. Fu rther r~port is awaited (August 1992). 

1110 case was reported to Gc1vernment in M il rCh 1991 ; 
t heir 1&plY h;:is not b - en rc.ceived (August '1992). 

2 . 6 Su1Jpre~s io 11 of pmchases 

Und <: r the provisions of H ~rya na Genera l SalEs Tax Act, 
1973, if a d~ab r has m.;. intaine. d falsa or incorrect accounts, 
with a view to suppr3ssing his sa las, purchas&s or 
stocks of goods or has concealed any particulars of his sales 
or pu;chas0s or has furn ished to or produced before any 
authority unC:cr tha Act, Bny <1ccount. rEturn or info rma tion 
which is fa lse or i nco1r,,ct in '; ny ma terial 1~ articulu r, he is liable 
to p3y, by w ay u f pena lty, i 11 add it ion to the tax which he is 
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assessed or is liable to be assessed an amount, w hich shall 
not be less than twice and not more than ten times (f ive times 
from 17th April 1984 and 3 timES from 1st Ja nuar y 1988) th e 
amount of tax whi ch would have bEen avo idEd , if the t urnover 
as returned by such dealer , had been accepted as corrnct. 

A dealer of Rew ari p urchased (Novembe.r 1988) cor:::per 
valued at Rs . 8 .17 lakhs without payment of tax by furnishi ng 
the prescribed declaration in form ST-15 from another dea lEr 
of the same district . The selling dealer w2s <~ !lowed dEduct inn 
on the aforesaid transaction in assessment for the yFa r 1988-89 
but the purchasing dE:aler did not account for the purchases in 
his gross tu rnover for t he year 1988 -89. It remained unc'etect­
ed at the time of assessmBnl fina lis€d in Janua ry 1991 . Failure 
to cross veri fy the t1a:1sact1011 by tile r- sssssing authority resultEd 
in short levv o f tax by Rs. 71,899 be. ~;ides . min imum penalt y o f 
R~ . 1.44 lakhs for supp ression o f purchases. 

On the omission being pointed out (October 1991) in audi t 
the department referred (January 1992 1 the case t o the Revis­
ional Autherity for taking suo moto action. Further report has 
not been received (Aug ust 1992). 

The case w as reported to Government in December 
1991; their reply has not b Jen received (August 1992). 

2.7 Under-assessment due t o shor t levy o f p~1 ;chasa 
tax and in correct deduction 

Under t he Haryana General Sales Tcix Act, 1973 . a 
dealer is lia ble to pay tax on the sale or purchase of goods 
made in the State , nt the appropriate stage specified i n t he 
Act. For non-payment of tax alongwith returns, the dealf: r 
is liable to pay interest at the rate of oru per cent per 
month for the first month and one and a half per cent per 
month thereafter. Further a regist ered dealer may deduct 
from his g ross turnover , sale value of goods sold to r e~ i ­
stered dealers after furnishing the prescribed de clarations in 
form ST-15 . The assessing au:hority, before allowing 
deduction, may examine the genuineness or otherwise of 
any such scile or declaration form . wit h refere nce among 
other things, to the financia l position. capacity to make 
purchases, nature and extent of business and subseq uent 
dispos3 I of goods by the re~ istered dealers to whom the 
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sale is shown to have been made against the declaration 
forms. Furthe;, penalty not less than twice and not more 
than five times the amount of tax involved is leviable on 
the assessee for the offenca of maintaining false or incorrect 
accounts with a view to suppressing his sales or purchases 
or for producing before the assessing authority any account 
return or information w hich is false or incorrect. 

Out of purchases of Rs. 35.11 la khs of chemicals 
made by a dealer of Hisar during the year 1986-87 from 
within th <i S tate, without payment of tax , chemicals valued 
at Rs . 16. 70 I akhs were used by him in the manufacture 
of good!.i sent on consignment basis/bran ch transfers. 
While finalising assessment (July 1989), the assessing authority, 
however, determined the va lue of chemicals used in goods 
sent on consignment basis/branch transfers as Rs. 14.28 
lakhs on ly. The mistake resulted in under-assessment of 
Rs . 14,4% (tax Rs. 9 ,840 and interest Rs. 4,655). Further, 
during cro ss v erification, the assessing authority also noticed 
that sales oJ Rs. 5.24 lakhs made to a registered dealer of 
Rohtak were not supported by va lid declarations as these 
forms were neither issued by the department to the pur­
cha sing dealer nor the purchases w :: re accounted for by the 
purchasing dealer . The assessing authority instead of dis­
al lowing the claim, allowed the deduction. Thus, tax was 
neither paid ,.by the selling dealer nor by the purchasing 
dealer resulting in loss of tax of Rs . 64,1 90 . As the 
assessee had wilfully tri ed to evade tax by tiling false 
returns and by showing bogus sales to a registered dealer 
of Ro htak, minimum penalty of Rs. 1 .28 lakhs {twice of 
Rs. 64,190) was also leviable. The mistake on both the 
counts resulted in under-assessment of Rs. 2.07 lakhs (tax 
Rs. 74,030, interest Rs. 4,655 and penalty Rs . 1.28 lakhs). 

On the omission beir.g pointed out {July 1991) in 
aud it. the de;Jartment referred ( November 1991) the case to 
the Revisiona I Authority for suo moto action . Further report 
on action taken h3S not been received (August 1992). 

T he case was reported to Government (September 
1991); their reply has not been received (August 1992). 

2 . 8 Incorrect deduction from turnover 

{a) As per the Government notification issued (April 
1989) under the Haryana General Sales Tax Act, 1973, 
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ta x on components made whether who lly er pri ncipa lly of 
iron and steel when sold to a m<. nufac!ure t for use in 
t he manufacture of goorls, is levici ble at the fi rst stane 
of sale in Harya na from 7 Ap ri l 1989. -i hus, deduction 
f rom turnover on account o f sale of su ch g oods to reg i­
stered dea le1s against declararions is r.o t admiss ible from 7 
April 1989 onward . 

In the case of a dealer of Pan ipat, the assessing 
authority, while finali sing (February 1991) t he assessment 
for the year 1989-90. erroneously allowed lied uction 
amounting to Rs. 4 .92 lakhs from his g ross turnover on 
account of sa le of iron and steel components to the reg istered 
dealers. The incorrect deducti on resulted in sho1 t assessment 
of tax of Rs. 43,307. Besides, pena lty not exceeding one 
an d ha lt times the amount of tax assessed, in terest amounting 
to Rs. 10,176 fo r non-payment of tax a longwith the returns 
was also chargea ble. 

On the omission being pointed o ut (August 1991) in 
audi t, t he dapartm .m t referred t he cnse for suo moto ac tion 
to Revisional Au thority w ho raised (January 1992 and March 
1992) an addit io na l demand of Rs. 78,007 (tax : Rs. 40.007 
interest : Rs. 16.000 and penalty : Rs. 22,000). Af ter de­
posi ting (May 1992) a sum of Rs. 21,000 t he dealer fi led an 
appeal before t he Sa les Tax Tribunal against t he orders o f 
th~ Rev isiona I Aut l10•ity. Report on recovery has not been 
r eceived (August 1 992 ). 

The case was reported to Government in January 
1992; their rep ly has not beenrecelved (August 1992). 

(b) A s per the Haryana Govern ment notificat ions issued 
(May 1973 and December 1987) under the Haryana Genera I 
Sales Tax Act, 1973, tax on paper (ot her t han newsprint) 
ca rd boards, straw boards end their produ cts is leviable at 
t he point of first sale in the State. Thus, deduct ion from 
turnover on account of sale of such goods to registered 
dealers aga inst declaration is not admissible. Furthe;. for 
non-pay men t of tax due, alongwith the retu rns . t be dealer is 
liable to pa y interest at th9 rate of one per cent per 
month for t he f irst month and one and a hal f per cent per 
month thereafter . Penal ty not exceeding one c: nd a ha l f 
times t he a mo unt of tax assessed is also lev iable. 



In the case o f a dealer of Faridabad, the assessing 
authority while f inalising the assessments (between March 
1 990 and December 1990) for the -,.ears 1 986-87, 1987-88 
and 1988-89 erroneously allowed duduction amounting to 
Rs. 3.46 lakhs from gross turnovers on account of sale 
of stationery (paper products) to the registered dealers. The 
incorrect deductions resulted in short assessment of tax of 
Rs. 29.409 and in terest of Rs. 14.369. Besides, penalty not 
exceeding Rs. 44,114 for non-payment of tax due alongwith 
returns w as also chargeable. 

On the omission being pointed out (September 1991) 
in audit, the department referred (December 1 991) the case 
to the Revisional Authority for t aking suo moto action . 
Further report has not been rece iv ed (Aug ust 1992). 

The case was reported to Government in April 1992; 
their reply has not been received (August 1992) . 

2 .9 Under-assessment due to misclassification of 
goods 

Under Section 15 of Haryana··General Sale• Tax Act, 
1973, aluminium w ares being unclassified items are taxable 
at the general rate of eight per cent. Further, as per 
Haryana Government notification dated 30 December 1987, 
aluminium w ares are taxable at the point of first sale . 
Besides, penal ty not exceeding one and a half times the 
amount of tax assessed, interest at one per cent per month 
for the f irst month and at one and a half pe r cent per 
month thereafter was also chargeable for non/short payment 
of tax. 

A d ea ler of Panipat (manufacturer of bottles of pesti­
cides) sold alumin ium bottles va lued at Rs. 8.01 la khs during 
the yaars 1988- 89 and 1989-90. W hile finalising the assess­
man ts for these years in December 1989 and February 1991 
respectively. the assessing authority levied ta x at the rate 
of three p er cent instead of th~ cor rect rate of eight per 
cent . The mistake resulted in under assessm€nt of tax of 
Rs. 44,028 and in tt.r.:.st of Rs. 9.607. Penalty not exceeding 
Rs. 66,042 for short payment of tax due alongwith returns 
w as also levi.able . 
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On the omission b& ing pointed o ut (August 1991) i n 
audi t, the departmc nt referred (June 1992) t he case to the 
Revisional Author ity for suo moto action . Further repor t on 
action taken has not been received (Aug ust 1992). 

The case was reported to Govern ment in January 1992; 
t heir reply has not be en received (August 1992). 

2 .10 Inter est not c harged 

(a ) U nc!e: r t he prov isions of t he Haryana GenE; ral 
Sales Tax Act, 1973, and t he Cent ra l Sa les Tax Act, 1956, 
if t he amount sr. ecified in any notice of demand, whether 
as ta x or penal ty, is not paid w i!hi11 t he per iod speci fi ed 
in such a notice, or i n the absence of any period being 
specif ied, within 30 days from the date of service of such 
notice, the dea ler shall be liable to pay simple ir.terest 
on t he amount of tax due. at O !le per Cent per month for 
th e first month and at one and a ha l f per c::nt per month 
thereafter so long as the default continues . 

Wh ile finalising th e assessments (June 1990) in respect 
o f a dea ler of Rohta k for the yea rs 1983-84 and 1984-85, 
the assess ing authority created additional dema nds of Rs . 
63. 04 lakhs and Rs . 74. 74 lakhs respectively and the dea ler 
was served demar d notice to dEposit the amount by 
Saptem ber 3, 1990 . The d ea ler, however, dep osi ted the 
amo unt in instalments and t he last insta lmen t was paid 
in March 1991 . For delayed paymen ts of t ax , en interest 
of Rs. 11 . 71 lakhs was chargeab le but was not demanded. 

On t he omiss ion being po i ~ted out (February 1992) in 
audit, the department intimated (August 1992) that interest 
of Rs . 11 . 71 lakhs has been levied. Repo rt on recovery 
has not be:;n received (August 1992). 

The case w as reported to Govern ment in Apr il 1992; 
t heir rep ly has not bGen received (August 1992}. 

(b) Under the Harya na General Sales Tax Act, 1973 
and Centra l Sa les Tax Act , 1956, a dealer is required to 
pay t he full amount of ta x due according to his return s 
which a re to be submitted by t he µrescribed dates . In the 
ever,t of default, t he dea l1:1r is li :.i ble to pay interesr on 



47 

the amount of tax due at ore per cent per mont h for 
t he first month and at one and a half per cent there . 
afte r, so long as the default con t inues . Further for fai lu re 
t o pay the tax duB a ccording to t he retur ns, the prescribed 
authority after affording the dealer a reasonable opport­
unity o f b eing heard . may impose a pena lty not exceeding one 
and a half t imes the a mount of t ax to which he is 
assessed or is I ia ble to be asse ssed . 

( i ) fn the case of a de.::i ler of Rew2ri, the assessing 
authori ty while fi nal ising ( Mc:;rch 1991) t he assessment for 
t t- e YEar 1986-87 lev ied intr. rest shcrt by Rs. 24,687 . 

On H1f oinissicr• being po inted out (October 1991) in audit, 
the c'epartment informed ( J une 1992) th at demand of Rs . 
24,G87 has bec. n raised. Further rer:·ort on reco very has no t 
been received (June 1992). 

(ii) A dea lM of Hohtak did no t pay fu ll tax due along­
with t he returns during the yc?r 1986-87. W hile fin;J lising 
assessrnen t (A ugust 1 990), t he assessing aut ho rity creatE d 
add it ional demand o f t ax o f Rs . 4 8,554 but in terest o f Rs. 
28,91 7 fo r short pay:n.;; nt o f ta x due a long w ith returns w as 
not demanded. 

On th:i omission bR ing pointed out ( Decen1bzr 1 991) in 
a udit, t he department referred (Fe bruarv 1 992) the case to 
Revisiona l Au thorit y for taking suo mote act ic n . Report on 
action taken has not beeil received (August 1992). 

Tile cases w~re repor ted to Government 
December 1991 and April 1992; their rep ly has 
received (August 1992). 

2 .11 Short levy of p enalty 

between 
not been 

Under the provisio ns of Haryar,a Genera l Sa les Tax Act, 
1 973. it a d2<i ler has maintf. ined fa lse or incorrect accounts 
with a v iew to suppress his sc; les, p urchases er stocks o f 
goods or has concea led any particulars of his sa les or 
purchases o r has f urni shed to or produced before any authori ty 
ur,der the Act . any accour: t , return o r information whi ch is 
fa lse or inccm:ct in ar.y m c; t -:: ria l particu lar . he is l iable to 
pay. by way of penalty, in additic n to the ta x to which h~ 
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is assessed or is l iable to be assessed, an amount which shall 
not be less than twice and not more then ten times (five 
times from 17 April 1984 and three times from 1 Ja nuary 
1988) the amount of tax wh ich would have been avo idt d , if 
the turnover as returned by such dealei, had been accepted 
as correct. 

(i) In t he case of a daaler of Rewari, the assessing 
authority while finalising ( August 1990) assessment for the 
year 1985-86 detected suppression of purchases and enhanced 
the gross turnover by Rs . 25.26 lak hs and levied additior.al 
ta x of Rs . 2.06 lakhs and per.a lty of Rs. 3 .72 la khs only 
instead of th e minimum leviable pena lty of Rs . 4.12 lakhs. 
The mistake resulted in short levy of penalty of Rs. 40,300. 

on the omission being pointed out (October 1 991) in 
;:i udit. the department referred (February 1992) the case to the 
Revision a I Au thority for taking suo moto action, who raised 
(March 1992) an add itional demand of Rs . 40,300 . Further 
report on recovery has not been received (September 1992). 

The case w as reported to Government in December 
1991; their reply has not been received (August 1992). 

(ii) In the case of a dealer of Farida bad . the assessing 
authority wh ile final ising (March 1991) assessment for the 
year 1986-87 , detected suppression of sa les and enhanced 
the gross turnover by Rs 4.00 lakhs and levied tax of Rs. 
32,640 and imposed penalty o f Rs. 32,640 only as against 
the minimum leviabl9 pe nalty of Rs. 65,280. The mista ke 
resulted in short levy of penalty of Rs. 32,640. 

On the omission being pointed out (February 1992) in 
audit . the assessing au thority raised (February 1992) acldi t ionCJ I 
demand of Rs. 32,640 . Report on recovery has not been 
received (August 1 992) . 

The case w as reported to Government in Anti l 1992 ; their 
reply has not been received (Augu st 1992). 

2.12 Non-production of aHsessment f iles 

During the year 1991 -92 , out of 626 assessment f iles. 
relating to 2 6 units assessed by the assessing authorities during 
the yea r 1990-91 involving tu.<able turnovEr amounting to Rs 
13,436. 58 lakhs, 524 files w3re not produced to A udit for 
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scrutiny. In the rermiini ng 102 cases, taxable turnover was 
not found recorded in the disposal registers. No reasons were , 
however, assigned for non-production of these files. Production 
of these cases to Audit at a late stage would render audit 
scrutiny in certain cases ineffective and may result in loss to 
Government as recovery of under-assessment, if any, · pointed 
out by Audit m ight become tim:?-barred by the t ime these files 
a re produced to Audit . 

The matter was reported to the department between June 
1991 and May 1992 ; their reply has not baen received 
(August 1992) . 



CHAPTER 3 

Stamps and Registrat ion Fees 

3.1 Results of Audit 

Test check of records in departmental offices, conducted in 
audit during the yea r 1991 -92, revealed short levv and non­
levy of stamp duty and registration fee and other irregularities 
amounting to Rs . 141 .13 lakhs in 1290 cases, which broadly 
fall under the follow ing categoriei: 

Number of Amount 
cases (In lak.hs 

of rupees) 

1 . Loss of stamp duty and registrat ion 
fee due to under-valuation of 
properties. 766 111 . 73 

2 . lrreg ular exemption of sta mp 
duty and registration fee 357 9.57 

3. Non/short levy of stamp duty 
and reg istrat ion fee 123 2.17 

4 . Evasion of stamp duty and 
reg istration fee 25 8.62 

5. Other ir:'egularities 19 9.04 

1290 141.13 

During the course of the year 1991-92, the department 
accepted under -assessment etc . of Rs . 183. 90 la khs involve d 
in 1280 cases of w hich 488 ca ses involving Rs . 80.90 lakhs had 
been pointed out in audit during 1991-92 and the rest in earlier 
years, out of which an amount of Rs. 2.40 lakhs in 30 cases 
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has been recovered . 8 draft paragraphs containing 13 cases 
involvin~ financial effect of Rs. 10.58 lakhs and bringing out 
major irregularities noticed during the YE ar 1 991-92 or earlier 
years were issued to the Government for their comments. The 
department has accepted the observations in 12 cases in­
volving Rs . 10 lakhs of which Rs. 0 . 96 lakhs have been 
recovered up to August 1992. 

A few illustrative cases are given in the following 
paragraphs. 

3.2 Short levy of Stamp duty 

Under the Indian Stamp Act, 1899, conveyance includes 
conveya nee on sa le ar.d every instrumE.nt by which prcperty, 
whether movable or immo%ble, is transferred inter vivos and 
which is not otherwise specifically prov iC.:ed for by Schedule 
1-A. Further, the In dian Registrat ion Act, 1908, prcv idf.s 
that immcvable property inc ludes land , buildirg , hered itary 
allowances, rights to ways, lights, ferries, f isheries or any 
other benefit to arise out of land n n d things attached to the 
earth, but not standing timber, growing crcps nor grass. 

In Shahabad (KurukshetrD ) , a vendee purchased a factory 
for a consideration of Rs. 41.31 lakhs in auction 
conducted by 1he official liquidator attached to Delhi High 
Court . Out of the total auction cost of the factory, an amount 
of Rs. 6.91 lakhs w as apportioned for land ci nd building c; nd 
the balance amount of Rs. 34 .40 lakhs r&)presented p lant and 
machinery . While executing (Octobi:r 1990) the sale deed in 
the office of Sub-Registrar, Shahabad, stamp duty was paid on 
Rs. 6.91 lakhs viz. on the cost of land and bui lding instead 
of on the total cost of Rs. 41.31 lakhs. The omission resulted 
in short levy of stamp duty a mounting to Rs . 5.33 lakhs on 
the cost of plant and machinery. 

On the omission being pointed out (June 1991 ) in audit, 
the department referred (October 1991) the case to the 
Collector who up he Id the view poir.t of audit and ordered 
(January 1992) recovery of the balance stamp du ty of Rs. 
5 .33 lakhs The vendee has gone in appeal in the civ il 
court against the judgement of the Collectcr. Further progrE. ss 
of the case has not been rece ived (Augus t 1992). The case 
was reported (June 1992) to the Government. 



52 

3.3 Under valuation of immovable property 

Under Section 47 - A of the Indian Stamp Act, 1899 and 
the rules made thereunder, as applicable to Haryana , if the 
Registering Officer has reasons to beli€ve that the value of the 
propertv or the consideration as the case may be, has not been 
truly set forth in the instrument of transfer , he may refer the 
sdme to the Collector for determination of the value 0r consi­
deration of the property and the proper duty payable thereon . 
Further , Section 64 of the Indian Stamp Act, 1 899, provides 
that any person, who with intent to defraud Governm~nt, 
executes any instrument, in which all the facts and circum­
stances required to be set forth in such instrument und€r the 
Act are not fully and truly set forth , is punishable with a fine 
which may extend to five thousand rupees. 

(i) In 6 sale deeds registered in registering offices at 
Ferozpur Jhirkha, Rewari and Safidon during the period from 
June 1990 to May 1991, the value of the properties set forth 
in the sale deeds had been shown less than those agreed 
upon between the parties as per agreements to sell executed 
by them earlier and recorded with the document writers . This 
resulted in stamp duty being realised short by Rs. 1.95 lakhs. 

On the omission being po inted out (June 1991, November 
1991 and January 1992) in audit , the department raised 
(August, December1991 and May 1992) the damand for 
recovery. ReportonrecoverYhas not been received (August 
1992). 

The cases were reported to Government between June 1991 
and January 1992; their reply has not been received (August 
1992). 

(ii) In the office of the Sub-Registrar, Pehowa 
(Kurukshetra), a sale deed was executed during June 1989 on 
account of sale of agricultural land measuring 7.225 acres 
(57 Kana ls 16 marlas) . The value of land set forth in the 
sale deed was of Rs. 1.96 lakhs whereas, as per agreement 
executed between the affec ted parties in December 1988 and 
found recorded with the document writer, the sale value 
agreed upon works out t o R~ . 3.61 lakhs at the rate of Rs. 
50,000 per acre . This resulted in stamp duty being realised 
short by Rs. 20,690. Besides , penaltv not exceeding Rs. 
5000 for under-valuation done with intent to defraud Govtrn· 
ment was also leviable, but was not levied . 

r. 
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On the omission being pointed out (July 1990) in audit, 
the department recovered (between April 1991 and July 1992) 
Rs. 15 ,690 and intimated that efforts were being made to recover 
the balance amou11t. 

The case wa s referred to Government in Oc tober 1990 ; 
their reply has not been received (August 1992) . 

3.4 Evasion of Stamp duty and registration fee through 
power of attorney 

The Indian Stamp Act, 1899 and the Indian Req istration 
Act, 1908, as applicable to Haryana, require t hat where 
power of attorney is given for a consideration ari d i t aut horises 
the attorney to sell any immovable property, the deed is liable 
to stamp duty and registration fee as if it is an in strument of 
conveya nee for the amount of- consideration set forth t herein . 

Government instructed (October 1976) that where a person 
purchasing an immovable property for further sale did not 
get the conveyance deed executed in his favour and instead on 
payment of sale consideration, obtained a power of attorney 
from the vendor author ising him to sell the property further to 
any party, at his discretion on behalf of the vendor, the pow er 
of attorney should be subjected to stamp duty and reg istration 
fee for the sale consideration in terms of Article 48 (f) read with 
Article 23 of Schedule 1--A to the Indian Stamp Act, 1899. 

In Sub-Registry Panipat, an agreement to sell w as execut­
ted ( December 1990) after receiving full consideration and 
handing over possession of the property to the purchaser. 
Simultaneously power of attorney author ising the purchaser t o 
dispose of the proper ty in any manner and sign the sale deed 
was also given. Stamp duty and registration fee amounting 
to Rs. 1.01 lakhs was leviable on the considerat!on as appli­
cable t o sale deed, but was not levied . 

On the mistake being pointed out (September 1991) in 
audit, the department issued ( February 1992) notice of recovery. 
Further report has not been received (August 1992) . 

The matter was reported to Government in December 
1991 ; t heir reply has not been received (August 1992). 
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3.5 Irregular exemption of sta mp duty and registration 
fee 

Under the Indian Stamp Act, 1899, as applicable to 
Harya na ' mortgage deed' includes every inst rument whereby, for 
the purpose o f securing money advanced , or to be advanced, 
by way of loan, or an existing or future debt or the performance 
of an engagement, one person transfers or creates, to or in 
favour e>f another, a right over or in respect of specified pro­
perty . ·in cases where possession of property is not given, stamp 
duty is chargeable at one and a half percent of t he amount of 
loan secured by such instrument. Government v ide two 
not ificati ons issued in October 1983 under the Indian Stamp 
A ct, 1899 and l ndia n Registration Act, 1908, remitted levy of 
stamp duty and registration fee on the deeds of mortgage w ithout 
possession w hich are executed by agriculturists in favour of 
Commercial Banks for securing loans for purposes specified in 
the sai d notifications. 

One Pharmaceutical Private Limited Company se cured 
cash credit limit o f Rs. 38 lakhs f rom a scheduled Commercial 
Bank . Two agriculturists stood surety for t he payment of loan 
by t ha company and g ot registered two mortgage deeds o f Rs. 
19 lakhs each (without transfer of possession of prop~rty) in 
Regis try Offices at Pehowa and Than esar in February 1991. 
Stamp d uty and registration fee o n these mortgage deeds wa s 
not lev ied on the p lea that both the mortgagees only stood 
surety but t hey did not secure any loa n for themselves. The 
plea of t he department is not tenc. ble because the purpose cf 
mortgage did not fall under the items specified fo r exemption 
und er aforesaid notifications . The irregula r grant of exemption 
resulted in non-levy o f stamp duty of Rs. 57,000 and registra ­
tion fee of Rs. 1,000 . 

The case was reported to t he Government in August 1992; 
their rep ly hcis not been received (October 1992). 

3.6 Misclassificat ion of instruments 

Under the I ndian Stamp Act, 1899, a deed of settlement, 
inter-a lia, includes a non·testamentary disposition, in writing, of 
rnova ble or immovable property made for any religious or 
charitable purp oses and is chargeable to stamp d uty at th e rate 
higher th an that chargeable on a deed of decl ara tion o f trust 

r.. 
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which indicates expression of the desire by the author of the 
trust to vest the property in a body administering the trust as 
per his directions contained in the deed itselt. 

In Sub-Registrar office, Rewari, two instruments (by which 
immovable propert y w -:.s donated to trusts created for educat ­
ional and charitable purposes) were erroneously rEgistered 
(May 1 990) as deeds of declaration of trust, instead of as deeds 

o f settlement and assessed to st amp duty at the lowe.r ra tes. 
Stamp duty and registration fee levied short as a result of this 
misclassif ication amounted to Rs . 45,618. 

On the mistake being po inted out (August 1991) in audit, 
the department issued (December 1991 and .Ja nuary 1 992) 
notices for recovery . Theaffested persons filed (June 1992) 
a suit in the court of Senior Sub-Judge . Rewa ri against the 
notices fo r recovery. Final outcome of the ca ie is awaited 
(August 1992). 

The cases were reported to Govern meilt in November 
1991; t heir rep ly has not been re ceived (August 1992) . 

3.7 Misclassification of conveyance deed as memoran­
dum of agreement 

Under the Indian Stamp Act . 1899, conveyance includes a 
conveyance on sale and every instrument by which property, 
whether movable and immova ble is transferred inter vivos, 
and which is not otherwise specifically provided for in schedule 
I-A. 

Memorandum of agreement cc· nst itutes agreement executed 
between the parties for sa le ot property. The t erms and 
conditions of sale and details of property to be sold are set 
forth in memorandom of agreement. In the case of con­
veyance deed stamp duty is leviable at twelve and a ha lf per 
cent of the sa le value of property. The memorandum of agree­
ment is, however, reg istered on a non-judicial stamp paper of 
Rupees three. 

In the Sub-Registry Offi ce , Gurgaon, in one case a 
daughter, an excl usive owner and in possession of one 
moulder house purchased from a builder sold forty per cent of 
the undivided share of the house to her mother for a consider­
ation of Rs. 1 . 90 lakhs. The document was registered as 
MeilJ' an .fom o f Agre3ment on 15 October 1990 on the plea 
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that possession o f the said house would be handed over to 
the purchaser as and when the same was received from the 
builder . 1 n the agreement it was stated that seller was the 
exclusive owner and in possession of the said house by virtue 
of registered sale deed executed in her name in March 1990. 
The sale deed was . thus, erroneously registered as memorandum 
of Agreement instead of Instrumen t of Conveyance . The 
misclassificat ion resulted in short levy of stamp duty of Rs. 
23 ,750. 

On the omissic n being pointed out (June 1991 ) in audit, 
the department accepted the objection and issued notice for 
recovery in Apri l 1992 . Further progress has not been re­
ceived (August 1992). 

The case was reported to Government in June 1991 ; their 
reply has not been received (August 1992). 
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CHAPTER 4 

OTH ER TAX RECEIPTS 

4. 1 Results of Audit 

Test check of r ecords in departmental offices, co nducted 
in audit d uring the yea r 1991 -92, revea led short /non-recove ry 
of taxes on vehicles and of excise duty amounting to 
Rs. 938.66 lakhs in 17 .957 cases w hic h broa dly fall under the 
fo llowing categori,;s : 

Number of Amount 
cases ( In iakhs 

of rupees) 

A. Taxes on v ehicles 17,818 149. 95 

B. State Excise 139 788. 71 

17,957 938.6i 

D1J ring the course of the Year 1991-92 the departments 
accept ed under-assessment etc. of Rs. 1668.20 lakhs involved 
in 29.395 cases of wh ich 11,531 cases involving Rs. 996.51 
lakhs had been pointed out in audit during 1991 -92 and 
the rest in earlier years. out of w hich an amo unt of Rs. 1.22 
lakhs in 36 cases has been recovered. One draft review 
and one draf t parag raph containing 26,294 cases involving 
financial effect of Rs. 213 .84 la khs bringing out major 
irregularities noticed during the year 1991-92 or earlier 
years were issued to the Government for their comments. 
The department has accepted the observations in 26294 cases 
invo lving Rs · 213.84 lakhs of w hich Rs. 64 .86 lakhs have 
been recovered up to A ugust 1992. 
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A few ill ustrative cases i rc luding <1 review on "Taxes 
o n Motor Vehicles" are g iven in the follow ing parag ra phs : 

A - TAXES ON MOTOR VEHICLES 

4 .2 Review on t axes on m otor veh i cles 

4.2.1 Introductory 

Registrat ion of motor vehic les, collection of fees c·n 
account of issue of permi ts, co untersignatures of permits 
and l icences issued to drivH S £.i nd r:onductors me req ulated 
under the M0tor Vehicles Act, 1939 . Punjab Motor \Tehi clcs 
Rules, 1940 as applica ble to HarvanCJ , M otor Vehicles Ac t, 
1988 and Central M otor Vehicles Rules, 1989. All motor 
vehicles, with ca; tain except ions. are required to be reg istered 
in the State in whi ch, t he owner o f th .~ vehicle has residence 
or place of busines5 w here the vehi c l ~ is norm ally kep t. The 
levy and coll ection of road tax is u overned by t he Punjab 
Motor Vehic les Ta xation Act, 1924 (as appl ic c:. bl e to Harya na) 
and t he Rules framed thereunder. The tax is leviable on every 
motor vehicle, except certain vehicles or class o f vehicles 
specif i ca lly exempt ed under the Act/Rules and is recoverable 
in equ al instalments for the q uart erly periods commencing 
on the 1st da y of Apri l. July, Octob .;r and Janumy of each 
year at such rat :i s, as the State Gov .::rn ment may by not i­
fi cation prescribe from t ime to time. A rebate of five per 
cent is admiss ible if the vehicle owne; pays al l t he four 
quarterl y instal ments in advance . A token in acknow l: d g­
ment of ta x paid or exemption gro nted is 1eq uired to be 
issued by t he depa rtment and disp layed 0n the motor vehi cle 
by t he o w n er . 

4 . 2 . 2 Sco pe of A ud it 

A test check of records fo r t he years 1 988-89 tn 1 990-91 
was con ducted in aud it betw 2en M arch 1992 and May 1992 
in t he of f ices of 16 (ou t of 39) Reg istering Authorities ar d 
all the 6 Regiona l Tra nsport Authorit ies in t he State with a 
view to see the complia nee of orders on the sub;ect ar. d 
maintenance of records. 

4 .2.3 org ani sationa i set - u p 

The overall charge of the Transport Department vests in 
the State Transport Commissioner, Harya na. Six Regional 

f. j 
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Transport Authorities have been set up in t he State for regu­
lat ing use of transport vehicles and collect ion of fees. 
Besides, the Sub-Divisional Officer (Civ il ) perfc rms the 
fu nct ions o f a "Registering Authority' under the motor vehicles 
Act, 1939 and 1988 as well as of a "LicE2ncing Officer" under 
the Puniab M otor Vehicles Ta xat ion Act, 1924, as applicable to 
Haryana. He e.1 sures observance of ru les and maintains the 
records of registration of motor vehicles and payments of 
taxes/fees. Enforcement o f the reg ulatory prov isions of the 
Acts/Rules and checking of the ta x is carried out by Transport 
and Police Departments of the State. Road Check-Barriers 
under the charge of Transport Sub-lnspectc r w ere established 
on the borders of the naighbouring States in September 
1983 which have been abolished and transferred to sales 
tax check barri ers with effect from 1 August 1991. 

4 . 2.4 H ighl ights 

-Tax amounting to Rs. 2.49 lakhs was recovered short 
on private serv ice vehicles owned by private companies or by 
ind ividuals. 

-Registration fee/ transfer of ownership fee and hire 
purchase agreement fee amounting to Rs. 3.09 lakhs w as 
short recovered or not recovered from the owners of vehicles. 

-On 26 Haryana Roadways buses quarterly tax of Rs. 1.59 
la khs for va rious tJ eriods was not charged as the buses were 
stated t o be off the road although the vehic les had actually 
been plied during the resp ective quart ers. 

-Tax a mounting to Rs. 1.29 lakhs had not been recove red 
due to grant of irregular exemption of pay ment of token tax 
to vehicles. 

- Permit fee/counte1 signatures of permit fee amounting 
to Rs. 2. 02 crores wa s charged short in the offices of 
r:egional Transport A uthorities. 

- Improper maintenance of recorC:s/no n-reconciliat ion of 
receipts with treasury resulted in presentation of 166 inter­
pola ted chal lans amounting to Rs. 19 ,819. 
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4 .2.5 Trend of revenue 

The variations betweer. buc' get-estimates and actual 
receipts of taxes on vehicles during the years 1 988-89 to 
1990-91 a re given below : 

Year Budget Actuals In crease(~ ) Percentage 
estimates (in lakhs) Decrease(-) o f varia-
(in lakhS) tions 

--
1988-89 1706.00 1911.41 ( + )205.41 12.04 

1989-90 2094.00 2138.86 ( + ) 44.86 2 .14 

1990-91 2996.00 3578.40 ( + )582.40 19.44 

Substantia I increase in col lect ion of taxes and fees in 
1988-89 and also for wide v ariations between act ua ls and 
Budget Estimates during 1990-91 was d ue to increase in 
number of new reg istered vehicles, rev i&ion of rates of reg is­
trat1on fee and permit f ee, levy of t e ll tax on entry of vehicles 
in Haryana . 

4.2 . 6 Short real isation of token tax on private service 
vehicl es 

(a) Under M otor Vehicles Act, 1988, "Private Serv ice 
Vehicles " which inter-o lia means a motor vehicle co nstruct ed 
or adapted to carry more than six p ersons exclud ing the 
driver and ord inarily used by or o n behalf of the c wner of 
such vehicle for the purpose of ca rryi ng persons for, or in 
connection with his trade or business otherw ise than for 
hire or reward but d oes no t include a motor vehicle used 
for public purposes. 

Government of Haryana v ide notification dated 20 October 
1989 introduced the new rates of token ta x at t he rate of 
Rs. 400 p er seat per annum for such Privat e service v ehi cles 
effective from 1 October 1 989. Earlier it w as co vered under 
a comm on rate of Rs . 200 per sea t per annum. 

t: 

r 



During the test check of records in the offices of five 
Reg istering Authorities• fo r the per iod 1989-90 to 1990-91, 
i t was no tic ed that 42 bu ~es owned by various private 
bodie s ar.d us( d exclusively for t he carriage c f their employees 
token tax of Rs. 2.CO la khs was recovered short. 

On the mistake being po inted out in audit between 
July 1990 and December 1991, the department recovered 
between January 1991 and May 1992 Rs . 87,255 in respect 
of 13 vehicles . I n t he remaining 29 cases no ti ces w ere issued 
between Apri l 1992 and Mar 1992 by the department to 
recover the ba lance amount of Rs. 1.13 lakhs . 

( b) Short levy of tax due to application of incorrect 
rates 

Under t he Punja b M otor Vehic les Taxa t ion Rules, 1925, 
as applicable to Haryana, token tax on contract carriages 
owned by any factory and used exclusively for the carriage 
of its personnel was chargeable at the rate of Rs . 200 per 
sea t per an num (Rs . 400 per seat per annum from 1 October 
1 989). 

Elu ring the test check of recor ds of offi ces of five 
Registering Authorities*':' , it was noticed that eight vehicles 
owned by private bodies and used for the carriage o f their 
employees, ta x was charged at lesser rates than the prescribed 
rates, resultin g in short recovery o f Rs. 49,388 during 
1988-89. 

The department reported (May 1992) that notices we re 
issued (b3twaen April 1992 and May 1992) to recove r the 
a mount of Rs. 49,388. Report on recovery ha s not been 
received (A ug ust 1992). 

4 .2 . .7 Non-deposit of token tax 

The Punjab M otor Vehicles Taxa tion Act, 1924, and t he 
Ru les made thereunder, allow a person , exemption from 
payment of tax in respect of vehicles for a quarter if he 
proves to tha satisfaction of the Lice nsing Officer that he 

-----------------·-
'~Sonipat , Hisa r, Bhiwani . Jagadhri and Ballabhgarh. 

* * Ballabhga rh (Faridabad), Saf idon (Jind), Kurukshetra, 
Jngadhri and Ambala . 
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has not used or permitted t he use of th e vehicle t hroughout 
the said quarter and deposits the registration certificate with 
the LicE. nsing Officer ar.d also SE nds an advCl nee intimatio n 
of his inte;ntion not to use the ve hicle d ur ing the quarter for 
which exemption is claimed. 

(i) During test check of reco rds of five RE. gistering 
Authorities ~'~', it was noticad that Harya na Roadways had 
not deposited tax in respect of 26 buses betweEn April 1988 
t o March 1991 on grounds of non-use of vehicles. Cross 
verification of receipt wise registers of these v·ehicles, in 
audit, how€ v1:;r, revealed that vehicles continued to ply during 
the aforesaid period and tax amo unting to Rs. 1 .59 lakhs 
had not been demanded for the concerned quarter. 

The department reported (M ay 1992) that Rs. 61,380 had 
been recovered between January 1992 and April 1992 in 
respect of 9 buses and for the remaining cases it was inti­
mated (April -May 1 992) that notices had been issued for 
rECOVery . 

( ii) Haryana Road.~oys, Ambala had not deposited tax 
in respect o f 4 buses for various quarters (between October 
1988 and March 1989) on th e plea that registration certi ­
ficates of the vehicles were deposited with the Registering 
Aut hority on 29 September 1988. On verification (July 1990 
and May 1992) it was found that the registration cer1ifi ca tes 
of the buses were not deposi ted w ith RegistEring Authority, 
Ambala . This fact has been confirmed by the Registering 
Authority, Ambala . Thus, t ax a mountirg to Rs. 45 ,045 had 
not been d£ posited for the quarter for w hich t he vehicles had 
plied . The rei:ort on recovety has r.otbeen received so far 
(August 1992) 

4 .2.8 Irregu lar grant of exemption 

The Punjab Motor Veh icles Taxation Ac t, 1924 and the 
Rules made thereunder, provide for exemption from the liabi lity 
to pay tax in respect of motor vehicles ow ned and kept for use 
by deportments of Centra l or State Government. The exemption 
is, however, not admissible in respect of the veh icles owned 
by Government underta kings or autonomous bodies. 

- ----·----·· ·-------· -· ------- --- --
*4-Hisar, Kar nal. Ballabhgarh, Kurukshet ra a nd Ambc. la . 
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During test check of records of offices in four Reg istering 
Authorities':', it w ?.s noticed that tax amount ing to Rs. 1 . 29 
lakhs for various periods during the years 1988-89 to 1990-9 1 
was not levied in respect of 15 vehic les belong ing to auto­
nomous bodies. The department reported that the Reg istering 
Authorit ies issued notices (between April 1992 and M ay 1992) 
to t he veh icfe owners to deposit t he tax. Report on recovery 
has not been received (August 1992). 

4 .2.9 No n -rea iisat ion o-f Trade Cer ti ficate fee 

Under Central M otor Ve hicles Ru les, 1989, u mm1 1.1 -
foct 'lrnr or ;:i dealer in mo to r vehic les is requi ;·ed to obtr, in 
Tra i:fo Cer ti fi ca te on pDymen t of advance fee in respect of eac h 
vehicle w hich remains in possession of the de.:i ler during t he 
course of h is nornifll trnd e as under : ··--

1. Motor Vcli iGlr.; 

2. Invalid Carr iage 

3· Others 

f'i :;. 2£.l IJ '1C ll 

Rs. 25 each 

Rs· 100 each 

During t est check of records of three Registering 
A uthorities "' , it w as n oticed that 23 dealers did not apply r-or 
trade certif icates nor t hese were insisted upon by the department 
resulting in non- realisat ion of revenue amounting to Hs. 
64,790 during the period 1989 .90 and 1!J90-91. 

Thu departmen t reported (May 1992) that tl1(:) f'eg isteri 11 1:1 
A ut1Jori tie3, Rewari and Ba llabht1 CJ rh recovered Rs. l1025 from 8 
dealers and had issued notices (April 1992 and Mc:y 1992) to 
recover the balance amount of Rs. 53765. 

4.2.1 0 S hort real isation of reg istration 'fee/ transfer of 
ownersh ip fee/ h ire purchase agr eement f ee 

(a) Unde1 the Central Motor Vehicles Rules, 1989, an 
npp lication for t he reg istration of motor vehicles sha ll b e made 
by the vehicle owners accompanied by iJ fee specified in Ru le 
81 of t he Ru les ib id . 

* Ba llabhgarh, Hisar, Amba la and Panchkula. 
u Rewori, Ba llabhgarh and Kurukshetra. 
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During test check of records of twelve offices of Registering 
Au thorities•, it was noticed that in respect of 4949 vehicles, 
reg istration fee was charged at lower rates than specified under 
the rules ibid resulting in short rea lisation of fees amount ­
ing to Rs. 2. 47 lakhs during the years 1989-90 and 1990-91. 

The department reported (May 1992) t hat Rs. 11,675 
recovered (between March 1991 and April 1992) in 235 cases 
and issued notices to recover the balance amount (April 1992 
and May 1992) . Report on recovery has not been received 
(August 1992)" 

(b) An application for t ra nsfer of ownershir of motor 
vehicles under Centra l Motor Vehic les Rufos, 1989 may be 
made by the transferee, accompan ied by a fee specified in Ru lo 
81 of th e Ru les ibid. 

Test check of records of offices of ten Registering Author­
i t i~s '• revea led that in respect of 923 cases of t ransfer or 
ownersh ip in th e offices of Registering Authorities, fee amount­
ing to Rs. 34,223 was short rea lised during the period 1989-90 
and 1990-91 . 

The department ropo rted (May 1992) that Rs. 1115 1 c­
covcred in 26 cases between September 1991 and M c; rch 
1992 and issued no tices to recover the baf.,,nce fee (April 1992 
and May 1992) for which report on recovery is awaited. 

(c) An application for making entry of hire purchase agree­
ment in certificate of registration of a motor vehicle required 
under sub section (21) of sect ion 51 of Motor Vehicles Act, 
1988 is to be accompanied by a fee specified in Rule 81. 

Test check of records of th e o ffices of th e foui Registering 
Authorities**• revea led that in 624 cases of hire purchase 

·sonipat, Gohana, Dabwc:li, Tohana, Safidon, Jind, Gurgaon, 
Rohtak, Bhiwani, Ballabhgarh (Fariclabad), Meham(Rohtak) and 
Hansi (Hisar). 

• •Gohana (Sonipat), Rewari, Jind, Sonipat, Jhajjar, (Rohtak), 
Da bwali(Sirsa), Bhiwani, Ballabhgarh (Faridabad), Kurukshetra 
and Bahadurgarh (Rohtak). 

•
0 Sonipat, Ka rnal, Kurukshetra t1nd Ballabhgarh. 
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agreements, fee amounting to Rs. 28085 was realised sho'rt 
during the yea·r 1989-90 because the department effected 
recovery at uniform rate of Rs. 5 instead of Rs. 50 in each 
case. 

The department reported (May 1992) that Rs. 2700 have 
been recovered (between February 1991 and December 1991) 
and issued notices to recove·r the balance fee (April 1992 and 
May 1992). 

4.2.11 Short payment of token tax by H aryana Road -
ways on account of reduction of Seats 

Under Motor Vehicles Act, 1988, no owner of motor 
veh icle shall, so alter the vehicles that the particulars con­
tained in the certificate of reg istration are no longer accurate, 
unless he has given notice to the Registedng Authority. 
The State Government may, by notification authorise, subject 
to such conditions as may be specified in the notification, 
the owners of not less than ten transport vehicles to alter 
any vehicles owned by them. 

Test check of records of four Registering Authorities* 
revealed that seating capacity of 29 buses belong ing to Haryana 
Roadways were reduced without getting the sanction between 
April 1989 and November 1991 and ta x amounting to Rs. 
1 . 58 lakhs was realised short between April 1988 and 
March 1991. 

The department recovered Rs. 9801 (February 1992) in 
one case and issued notices to recover the balance amount 
(April 1992 and May 1992). 

4.2.12 Short realisation of permit/ counter-signature 
fee 

Under the Punjab Motor Vehicles Rules, 1940, as app li ­
cable to Haryana, fees at prescribed rates shall be payable for 

-~-----.. ...... --~--------..-----------

*Hisar, Jind, Ballabhgarh (Faridabad) and Karna!. 
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t he issue and renewal of permits and countersignature of per­
mits. The amount of fee is payable on the basis of number of 
regions included in permit in the State. Previously prior to 
July 1990 there were three Regional Transport Authorities 
at Ambala, Hisar and Faridabad. Later on, three more offices 
of Regional Transport Authorit ies were created at Karnal, 
Rohtak and Rewari vide Government notification dated 26 July 
1990. 

On creation of three more Regional Transport Author­
ities, the permit/countersignature fees (for a block offive years) 
was recoverable at Rs. 2625 and Rs. 1750 per heavy and light 
vehicle respectively but the same was charged at Rs. 1500 
and Rs. 1000 resulting in short realisation of fees amounting 
to Rs. 202 lakhs in respect of 19484 cases between July 1990 
and September 1991. 

The department intimated (between April and May 1992) 
that a recovery of Rs. 63 lakhs ( in 5757 cases) has been made. 
Further progress of recovery of balance amount of Rs. 139 lakhs 
has not been received (August 1992). 

4.2.13 Interpolation in treasury challans 

Fees and taxes leviable under the Motor Vehicles Act, 
1939/1988 and the Punjab Motor Vehicles Taxation Act, 1924 
and Rules framed thereunder are deposited into Government 
treasury/ bank by owners of vehicles. The financial rules 
require that the departmental authorities should maintain a 
daily collection register . At the end of each month, credits 
as entered in the register are required to b e reconciled with the 
treasury and certificate to this effect obtained from the treasury 
officer . 

In the offices of sixteen Registering Authorities test checked 
(between April and M ay 1992), it was noticed that treasury 
challans were not kept month-wise and date-wise. Challan 
registers/dai ly collection registers were not maintained properly 
in these off ices. Reconciliation of receipts with treasury 
records was not being done. Improper maintenance of 
challans register/dai ly collection ·register and non-re­
concill:Hion with treasury led to the presentation of f66 inter ­
polataJ c;1:'lllans in the o fficas of ReJistering Authorities 

" 
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Rewari, Tohana, Karnal, Sirsa and Jhajjar, amounting to Rs. 
19,819 during 1988-89 and 1990-91 which remained un­
detected by the department till it was pointed out in audit 
(between December 1989 and February 1992) . This shows 
lack of supervision by the departmental authority and of 
proper monitoring mechanism. Out of Rs. 19,819 a sum of 
Rs. 1200 was recovered by Registering Authority, Tohana. 
The remaining cases were reported to be under investigation 
with the police. Further progress in the matter has not been 
received (September 1992). 

4.2.14 Other interesting cases 

(i) Pending cases 

Under the Motor Vehicles Act, 1988, any police officer 
o·r other person authorised by the State Government may, if 
he has reasons to believe that any identification mark 
carried on a motor veh icle or any licence, permit document 
produced to him by driver or a person incharge of a motor 
vehicle is a false document within the meaning of Section 464 
of the Indian Penal Code, seize the mark or document and 
call upon the driver or owner of the vehicle of such mark or 
document. The Secretary, Regional Transport Authority has 
been declared (December 1959) as an Authorised Officer for 
this purpose under the Act. 

On 31st March 1992, 9190 cases (including 3178 cases 
pertaining to the Regional Transport Author ities, Faridabad 
and Ambala for the period up to 1988-89), where documents 
were impounded from 1988-89 to 1990-91, were pend ing with 
the Reg ional Transport Authorities, Faridabad, Hisar and 
Ambala. Non-disposal of the cases was attributed by the 
department to non-appearance of the offending vehicle owners/ 
drivers. The department further stated that the vehicle owners 
manage to get the duplicate papers prepared from the concerned 
authority as they apprehend that the composition fee for 
challans would be of higher amount. The lacuna in law needs 
to be plugged and recurrence of such cases guarded against. 

B - STATE EXCISE 

4.3 Short recovery of composite fee 

Under the Haryana Liquor Licence Rules , 1970, for grant or 
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renewal of a licence for retail vend of foreign liquor in a res­
taurant or in a bar attached to a restaurant, the Government of 
Haryana introduced a composite fee to be charged in four 
quarterly insta lments payable by the 10th of the 1st Month 
of the quarter. As per excise policy for the year 1990-91 , 
,: revised graded scale depending on population of village/ 
t uNn was introduced vide notification dated 21 February 
1990. In a town with population exceeding 75000, compo­
site fee of Rs. 2. 00 lakhs per annum is leviable for the grant of 
or renewal of a licence. Further, under the Punjab Excise 
Act, 1914 as app licable to Harya na, for contravention of any 
of the provisions of the Act, or of any rule, penalty to the 
extent of Rs. 200 is leviable. 

On the basis of population, the composite fee of Rs. 2 
lakhs at Panipat in the year 1990-91 was to be levied. A licensee 
thereof deposited the composite fee for the first three quarters 
amounting to Rs. 1 . 50 lakhs but failed to pay Rs. 50,000 for 
the last quarter ending 31 March 1991. The same was also 
not demanded by the department. No penalty for non-payment 
of the balance licence fee was levied. 

On the omission being pointed out (August 1991) in audit, 
the department intimated (May 1992) that the amount would 
be deposited by the party shortly. Report on recovery has 
not been received (Aug ust 1992). 

... 

... 



CHAPTER 5 

NON-TAX RECEIPTS 

5 .1 Results of Audit 

Test check of records of departmental offices 
dealing with assessment, collection and realisation of non­
tax receipts, conducted in audit du'ring the year 1991 -92, 
revealed under-assessment or losses of revenue amounting 
to Rs. 442.79 lakhs in 9618 cases as indicated below : 

Name of Department Number of Amount 
cases ( In lakhs 

of rupees) 

(A) Irrigation 8407 342.42 

(B) Mines and Minerals 615 46 . 97 

(C) Agriculture 8 19.97 

(D) Co-operation 588 33.43 

Total 9618 442.79 

During the course of the year 1991 -92 the de­
partment accepted under-assessment etc. of Rs . 282 lakhs 
involved in 1813 cases of which 1312 cases involving 
Rs. 176.68 lakhs had been pointed out in audit during 
1991 -92 and the rest in ear lier years, out of which an 
amount of Rs. 5.33 lakhs in 333 cases has been recovered. 
One draft review and 10 draft paragraphs containing 
93 cases involving financia l effect of Rs. 146.57 lakhs 
bringing out major irregularities noticed during the year 
1991 -92 or earl ie r years were issued to the Government 
for their comments. The departments have accepted the 
observations in 83 cases involving Rs. 105.24 lakhs and 
recovered Rs. 3.61 lakhs up to August 1992. No reply 
has been received in 10 cases involving Rs. 41 .33 lakhs. 

69 
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A few illustrative cases including a review on 
" Receipts from canal waters" are given in the fol lowing 
paragraphs. 

5.2 Receipts from cancil waters 

5.2.1 Introductory 

Levy and collection of charges for can al water 
supplied for irrigation and non-irrigation purposes is 
governed by provisions of the Haryana Canal and Drainage 
Act, 1974 and the Rules framed thereunder. Extra supply 
of cannl water for gardens and orchards is governed under 
the provisions of Punjab Government Rules, 1946 as 
app licable to Haryana and amended from time to time. 
Maintenance of revenue records are governed by the 
provisions contained in the "Revenue Manual". The rates 
charg ed for irrigation purposes are called ' water rates' 
(abiana) or ' occupier's rates' and those for non-irrigation 
purposes, 'water charges'. Besides, special charges (tawan) 
equal to 6 times the ordinary water rates are leviable on 
standing crops where canal w ater is unautho.risedly used 
for irrigation purposes or allowed to run to waste . 

The public works depa"rtment (Irrigation Branch) 
supplies water from canals both for irrigation and non­
irrigation purposes. In respect of lands irrigated by flow 
irrigation and lift irrigation, demands for water rates 
(abiana) are raised by the public works department 
(lriigation Branch) through Khatauni*. These are collected 
by the Re·..ienue Department through lambardars (Headmen 
of the villages)who are paid certain percentage of amount 
so collected as remuneration called Lam bc;rdari fee. The 
demand for water charges are raised and collected by the 
Irrigation Department. 

5.2.2 Scope of Audit 

The records relating to receipts from canal waters 
in 23 irrigation divisions (out of 29 running divisions) 

· Khatauni is a statement prepared by the Irri ­
gation Department to show demand for wa ter rates for 
irrigation purposes. 
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for the years 1987-89 and 1989-91 were test checked 
in audit during 1989-90 and 1991 -92 respectively with 
a view to ascertaining correctness of levy and collect ion 
of the receipts from canal water and compl iance of rules 
and orders on the subject. 

5 .2 .3 Organisational set-up 

For the purpose of canal administ ration, the sta te 
has been divided into 8 irrigation systems, each under 
the charge of a Chief Engineer who exercises control 
through Superintending Engineer/ Div isional Canal Officer 
alongwith the supporting staff. Canal patwaris prepare the 
field measurement papers (l<hasras) which include deta ils 
of area of irrigation under different crops, liable to water 
rates. From Khasras, statements indicating demands for 
water rates (Khataunis) are prepared and sent to the Revenue 
Department for collection. 

For the purpose of revenue administration, the State has 
been divided into four Commissionery of divisions and sixteen 
districts, each under the charge of a Commissioner and a 
Deputy Commissioner (Collector) respectively. The Deputy 
Commissioner exercises control through Tehsildars, Naib 
Tehsildars and other staff in his d istrict. Recovery of water 
rates from the cultivators is made through the vi l lage Lambardar 
(Headman). 
5.2.4 HIGHLIGHTS 

- Lack of co -ordination between Irrigation Depart­
ment and Revenue D epartment resulted i n non-rec­
overy of revenue a mounting to Rs. 72 . 72 lakhs in 10 
d ivisions test checked for t he period 1987-88 to 
1990-91. 

- No reconci iiation is bei ng d one by tile Irrigation 
Department and Revenue Department in respect of 
recoveries of abiana demands and baiance out­
st anding at the end of each year. 

-There is no provision in the A ct/Rul es for levy of 
penal interest for non-payment/ delayed payment of 
abiana (water rates) . Detai ls of the outstanding 
amount of water charges were not available w ith the 
Irrigation Depa; tment Haryana. 
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- Incorrect application of rates resulted in short 
recovery of water charges amount ing to Rs. 2.22 
lakhs. 

- Huge var iations in measurement of irrigated area 
between t h e figures adopt ed in the shudkar and fina l 
assessment resu lt ed i n ioss of revenue amounting t o 
Rs. 19.15 lakhs. 

- In 49 cases of 5 divisions, extra supply of water 
continued to garden owners even though the gardens 
were either not planted or not maintained according 
t o specifications. No action was taken to charge 
penal rat es amounting to Rs. 12. 20 lak hs. 

- In 17 d ivisions, departmenta l receipts ~· mounting 
to Rs. 182.09 lakhs collect ed during the year 1987-91 
were not deposited into the treasury up to May 
1992. 

5.2.5 Trend of revenue 

The table below indicates budget est imates, revenue 
rea li sed and shortfall, separately for w ater rates and water 
charges during the last 5 years ending 1991 -92 : 



.. 

Yoar Water rates Water charges Other M1scetlaneo us Total Percentage 
Budget Actuals Short- Budget Act- Short·· Budge t Act· Short- short-
estima- fall( ·- ) estima- uals fall(- ) estima- uals fall(-) fall(-) 
tes excess tes exces-s tes excess excess 

( +) ( +) <+ > (+1 

(In c ro: e:> o f eupees) 

1987-88 12. 94 3 .60 (-)9.34 0 .72 (- J<UZ 1 50 l . '.!<t ~+)2. 74 (-)7 .32 (-)48 

1988-89 11 . 67 10.98 (-)0 -69 1 . 20 1 .14 ( - )0.0>j 1 . 64. J .43 c+i1 .n <+)1.04 ( +)7 

1989-90 14.30 9 . 92 (- )4.38 0 .67 0 .54 (- 10.1'.l 2 04 3 .1 ! <+)1.07 ( - )3.44 (- )20 

1990-91 14 .60 13.85 (-)0. 75 0.58 ( - ,10.58 2 .1 8 3 .46 ( + )1 . 28 1- )0.05 Negligible 

1991-92 10 .52 12 .34 I -f- )1 . 82 3.07 - )'.3.0 7 ' ·+l "3.46 l + )2. 05 (-!-)0 .80 ( _;_ )5 -..J 
w 
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Overall shortfall in revenue was attributed by the Irrigation 
Department to ( i} postponement of abiana recoveries because 
of draught during 1987-88 and (ii) less recoveries of abiana 
made by the Revenue Department. 

5.2.6 Financial results 

The table below indicates the capital investment, targets 
for bringing additional land under irrigation, achievements, 
revenue collections and working expenses etc., for the last 
five years ending 1991-92. 

.. 



Year Capital Capital Targets Achie- land Total Area Reve- Work-
Budget Ex- for ved atready actu- nue ing 

Esti- pend i- bringing under ally collec- ex pen-
mates tu re ad di- irriga- cove- ti on ses 

ti on al ti on red 
land 
under 
i rriga-
tion 

(In crores of rupees) (In takhs of hectares) · (In crores of 
rupees ) 

1987-88 11 o.oo 110.00 0.28 0.21 19.23 19.44 18.81 7.84 27.39 -...J' 
01' 

1988-89 78.00 78.35 0 .28 0.15 19.44 19.59 19.58 15 .55 32.12 

1989-90 54.00 54.35 0.20 0.03 19.58 19.61 20. 23 13.57 38.15 

1990-91 72.75 76.21 0.08 0 .06 19 . 61 19.67 19.72 17.31 41 .78 

1991-92 98.18 97.45 0.37 0.08 19 . 67 19.75 20.00 15.80 64 .95 
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It would be seen thut inspite of expending tlrn entire capital 
budget estimate from year to yenr, the actual achievements of · 
targets were much below the targets fixed by the department 
for itself. Though t here hc.s been progressive increase in the 
working expenses, yet there hc:s been no corresponding in­
c rease in the revenue collections. 

5 .2.7 Arrears of Revenue 

(i) Water rates 

Section 35 of th e Haryana Canal and Drainage Act, 1974 , 
provides recovery of water rates and water charges as arrears of 
land revenue !f these dues are not paid in time . 

There is, however, no provision in the Act/ A ules for levying 
penal interest for non -pa yment/ belated payment of water rates/ 
w ater charges. 

The details of progressive ai rears of water rates as per 
figu res supplied by the Irriga tion and Revenue Depnrtm ents 
were as under : 

Year 

1987-88 

1988-89 

1989-90 

1990-91 

1991 -92 

As per Irr igation As per Revenue 
Department Department 

(In lakhs o f rupees) 

1439 

1269 

1150 

934 

1047 

603 

1124 

1069 

965 

846 

It may be seen t hat there is huge varia tion between figures 
of arrears iurnished by the Irriga t ion Department and Revenue 
Department. These var iations are reported to be as " resu lt of 
non-reconcil imion of f ig utes. 

The depc:irtment has not adopted adequate measures for 
enforcing th e recoveries as arrears of land 1 evenue from the 
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deFnulters. ResultC1ntly, ;:inears have been mounting from 
year to year. Lack ot provision of any pena l interest in the 
Act/ Rules is another contributing factor in the accumulation 
of huge arrears. The department, however, attr ibuted (August 
1992) slow progress of recoveries of arrears to natural ca lamit ies. 

( ii) Water charges 

The amount of water charges in arrears and year -wise 
break up thereof though cal led for (Apri l 1992) was not avai lable 
with the department which indicated its failu re to exercise 
effect ive control over the realisa tion of revenue. 

5.2.8 Lack of Co-ord inat ion between Irrigation and 
Revenue Departments 

The demands for water ra tes are prepared by the Irrigation 
Department t hrough 'Khataunis' and sent to t he Tehsildars of 
Revenue Department for its col lection. 

(a) A comparison of the records in ten· irriga tion d ivisions 
w ith tehsil records revealed that out of tota l demand raised 
through Khataunis for the period 1987-88 to 1990-91 , demands 
amounting co Rs. 72 . 72 lakhs were omitted to be taken up for 
recovery by Tehsildars. 

No system to compare the dema nds ra ised wi th recoveries 
made and review the outstanding recoveries at periodical in­
terva ls has been prescribed. Lack of co-ord ination between 
the two d epartments resu lted in non-recovery of revenue 
amounting to Rs. 72 . 72 lakhs. 

The department admitted the lapse in five d ivisions in 
respect of Rs. 33 . 93 lakhs for not obtaining the confirmat ion 
in fori) VI fro m Revenue Department. Subsequently, it was 
confirmed that a sum of Rs. 6 . 45 lakhs relating to Hansi W .J.C. 
Division, Hansi and Kaithal l. B. Division, Kaithal had been 

• Hansi W .J.C. Division, Hansi, Kaitha l 1.8. Division, 
Kaithal, W.J.C. Division, Jind, Rohtak and Delhi, Mohindergarh 
Cana l Division, Dadri, Faridabad G.C. Division, Far idabad, 1.8. 
Division , Bhiwani, A.B .C. Division, Hisar and I. B. Division, 
Bhattu . 



78 

got accoun ted for at th e instance of audit. Confirmation for 
the balance amount of Rs. 27 . 48 lakhs is awaited (May 1992). 
In respect of remaining five divisions reply regarding non­
incorporati on of abiana demand amounting to Rs. 38 . 79 
lakhs (Rs. 72. 72 lakhs - Rs. 33 . 93 lakhs) was awaited 
(August 1992). 

(b) Abiana demand amounting to Rs. 30. 26 lakhs and a 
amount of Rs. 15. 58 lakhs supported by Khataunis were sent 
to the Revenue Authorities of Delhi Admin istration and Revenue 
Authorities of Sonipat and Rohtak districts respectively 
bu t acceptance of demand in form VI is awa ited (August 1992). 
The department also could not confirm the recovery position . 

5.2.9 Under-assessment of wat er charges 

As per provisions of th e Act and Rules framed thereunder 
charges for canal water supp lied to Fisheries Department and 
Tourism Corporation Haryana for the purpose of d evelopment 
of pisciculture and filling of lakes respectively are chargeable 
at the rate of Rs. 5 per 2500 cubic feet. 

(i) In Rohtak W.J.C. Division, Rohtak, w ater charges for 
the supply of w ater to Fisheries Department during the period 
from March 1981 to January 1991 were cha rged at lower 
rates of Rs. 3 per 6000 cubic feet instead of Rs. 5 per 2500 
cubic feet. Th is resulted in under-assessment of water charg es 
amounting to Rs. 0 . 93 lakh. The department informed (Sept­
ember 1991) that revised bills were being issued. 

(ii) The Irrigation and Power Department in their memo 
dated August 1984 conveyed the Government's approval of 
water charges at the rate of Rs. 3 per 6000 cubic feet for tilling 
of lakes of the Tourism Department. As no Government 
notification was issued in this regard , t he department could 
not reduce the statutory water charges. However, in 
Rohtak W.J.C. Division, Rohtak it was noticed that water 
charges at the rate of Rs. 3 per 6000 cubic feet instead of Rs. 
5 per 2500 cubi c feet were charged f rom September 1984 
to March 1991 from Haryana Tourism Corr>orntinn. This result­
ed in short demand of Rs. 1. 29 lakhs. 

5.2·10 lrregu iar remission of special charges 

Divisional Cana l Officer Kurukshetra l.B. division, 

.. 
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Kurukshetra imposed (May-September 1988) µenalty of Rs. 
3. 40 lakhs in seven cases of cuts in Rajaund distri bu tory 
against the cu ltivators for irrigating their f ields un -authorisedly 
(between August 1979 and May 1986). On appea l, the 
Superintending Canal Off!cer remanded back (May 1989) the 
cases to the Divisional Canal Officer for de- nova hearing. The 
Divisonal Canal Officer decided (December 1989) the remanded 
cases by reducing the penalty to Rs. 86,378 in all the seven 
cases w ith t he observation thc:t on site inspection (August 
1989) t he banks of the channel on cut site were fou nd to be 
weak. The very fact that the penalty has been imposed 
proves that cu ltiva tors had delibera tely made cut(s) on the 
distributory. Moreover, it did not look plausible thnt the 
banks could be obse;ved weak ilftcr u lapse of 3 ---10 ycr: rs 
of the occurrence of event. Thus, t he: reduct ion in penalty 
resulting in loss of rev0nue a1110L111ting Lo Rs. 2 . 54 lakhs i~ no t 
justifiHd. 

No repl y has been received fro111 the department (August 
'1992). 

5.2.11 Less measurement of area irrigated 

Under the provisions contained in "Revenue Manua l " a 
very sma ll var iation (specific percentage not mentioned) in 
the figures of area irr igated as shown in t he shud knr and 
those taken at the t ime of final measurement (on w hich abiana 
is assessed) has been allowed. 

It was noticed (between M arch and May 1992) tha t in 
eight irrigation divisions, the variations in the fig ures of irri ­
ga tion as shown in t he Shudkar * for the month of September 
(kharif crop) and M arch (Rabi crop) and those of fina l measure­
men ts ranged between 6 per cent to 78 . 02 per cent (cases of 
variations up to 5 per cent ignored). This excessive var iation 
between Shudkar and final measuremen ts resulted in under­
assessment of ab iana amounting to Rs. 19. 15 lakhs during the 
period 1987-91. 

The department accepted the Audi t point and the seven 

'The initial record of irrigation maintained by the Patwar is 
for the crops sown. The book used for the purpose conta ins 
the initial and final measurement (Shudkar - khasrah). 
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Divisional Officers attributed reasons for voria tion to the 
following : 

( i) Wrong judgement on th e part of canal pa1waris in 
arriving at correct figures of irr igated 21 ea at the t ime of writi ng 
of Shudkar and its subsequent repo rting to the higher authorities. 

(i i) Heavy load of work on patwaris and consequent failure 
on their part to make round of each field fa lling in their areas. 

(iii) Filling in shudkar approximate fig ures just by adding 
some figures to f igures of the previous year/month and 

(iv) Shudkor fiu ures nre nlwf!ys tentcitive. 

TIH1 1 oply of th6 depC1nment is 11ot tenable becauss as per 
pa ra ·1 . 15 o f revenue manual shudkclr should always be w ritten 
month ly l..ly the Ci.tnal µa twari l..ly visi ting each field falling in 
his area . 

5.2.12 Non -plantation anti improper mai11tenant;e of 
gardens-non -levy o f penalty 

As per provisions of the Punjab Government Rules. 1946, 
ns appl icable to the State of Haryana as amended from time 
to time, for extra supply of cana l water for gardens and or­
chards, an agreement is required to be entered into between the 
Government and the owner receiving extra supply for orchard in 
the prescr ibed form (stereo l.B. 463). The clause 5(C) of the 
agreement provides that pena lty at 20 times of the water rates 
for garden in addition to water rates fo r such crops that may 
be cultivated in infringement of t he rules is leviable in all cases 
w here garden is not planted or maintained according to speci­
fication . 

In five irrigation divisions, it was noticed in audi t (be­
tween March and May 1992) that in 49 cases, gardens were 
either not planted or not maintained acco·rding to specification 
for 2 to 4 consecutive years. Though as per the recommend ­
ations made in the annua l inspection reports submitted by the 
garden inspecting committee(s) notices for w ithdrawal of 
extra water were issued to the defau lting garden owners. 
Extra supply of water wa s withdrawn in only 14 ca ses. The 
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penalty arnountiny to Rs. 12 . 20 lakhs was neither levied nor 
demanded by the department. Action taken against 35 cases 
has not been reported (August 1 992). 

The departmen t confirmed (June 1992) that all such cases 
would be reviewed and penalty imposed for which instructions 
had been issued to field offices. 

5.2.13 Utilisation of departmental receipts towards 
expenditure 

Under theState Financial Rules, utilisation of departmen­
ta I receipts towards expenditure is stri ct ly prohibited. Under the 
Treasury Rules, all moneys rece ived by or tendered to Govern­
ment servant on account of the revenue of the State Government 
shall without undue delay be paid fully into treasury or bank. 

(a) In 17 irrigation divisions, it was noticed that depart­
mental receipts amounting to Rs. 182 . 09 lakhs collected during 
the years 1987-91 were not deposited into the treasury/ bank 
till April 1992 but were utili sed to meet the departmental expend­
iture in contravention of the aforesa id rules. 

(b). In 4 divisions, departmental receipts amounting to Rs. 
9. 94 lakhs co llected during 1987-91 were deposited late into 

.t reasury/bank. The delays ranged between 3 to 9 months. 

The Divisional Officers stated (May 1992) that departmental 
receipts w ere used on emergent works when adequate letter of 
credit (L.O.C.) was not rece ived from the Government. The 
reply of th e department was not tenable since it defeated the 
very object of L.O.C. 

The above cases were reported to the Government in July 
1992 ; their reply has not been received (August 1992). 

B - MINES AND GEOLOGY 

5.3 Non -realisation of contract money and interest 

Under the Punjab Minor Minerals Concession Rules, 1964, 
as applicable to Haryana, a mining contract for quarrying is 
granted by auction o r by inviting tenders to the highest 
bidder. The contractor is required to deposit 25 per cent of the 
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annua l bid money as security and another 25 per cen t (one 
twelfth of t he bid money where contract exceeds Rs . 5 
lakhs) as advance payment immediately on the allotment of the 
contract. The balance of t he contract money is payable in 
advance in monthly/quarterly instalments. In the event of 
default in payment. the competent authority may, by 
giv ing a not ice, terminate the contract and forfeit the securi ty 
and the insta lmen ts paid in advance, if any. Besides, interest 
at th e rate of 15 per cent per annum is also recoverable for the 
period of defau lt. 

In Ambala, a contract for extract ion of boulder bazri / sand 
in Dadupur Main Line (RD 69 to tail') was gran ted to a 
contractor through auction for the period from 16 April 1988 
to 31 March 1990 for an amount of Rs. 5 . 60 lakhs per 
ann um. The contractor paid monthly insta lments late for the 
period from 16 April 1988 to 15 June 1989 and failed to 
pay th e contract money, due from him for the period from June 
1989 onwa·rds. The department, however, did not terminate 
the contrac t, which expired on 31 March 1990 and also failed t o 
recover the contract money of Rs. 2. 98 lakhs and interest of 
Rs. 1 . 26 lakhs (worked out up to April 1992) due on delayed/ 
non-payments of contract money. 

On the omission being pointed out (December 1990) in 
audi t, the department issued demand not ices (December 1990 
and April 1992). Report on Recovery has not been received 
(August 1992). 

The case was reported to Government in January 1991 , 
t heir reply has not been received (August 1992) . 

5.4 Non - r ecovery of dead rent and interest thereon 

Under t he Mines and Minerals (Regulations and Develop­
ment) Act, 1957, t he holder of a mining lease is required to pay 
r oya lty at the ra tes specified in t he second schedule to t he 
Act on any mineral removed or consumed by him or his agent 
from the leased area by the dates stip ulated in the lease deed. 
Further, as per lease agreement, t he lessee sha ll pay roya lty at 
such rates or dead rent in respect of t hat area whichever is 
higher. Under the Minerals Concession Rules, 1960, simple 

• R.D. means reduced distance. 

• 

.-

~. 
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interest at 15 per cent per annum (24 per cent with effect 
from I April 1991) is chargeable in the event of default in 
payment so long as the default continues. 

In Narnau l, the lease of Bayal Mining was granted for a 
period of ten years from April 1980 for the extraction of 
quartz. Subsequently in October 1985, the lease was trans­
ferred to another party on the request of previous lessee. The 
second lessee did not make payment of any royalty/dead rent 
from January 1989 onwards. The possession of the mine was 
handed over to the department on 22 April 1990. Dead rent not 
paid, worked out to Rs. 33,642. In addition, interest of Rs. 
16,925 was also recoverable. 

On the omission being pointed out (December 1990) in 
audit, the department stated (January 1992) that efforts were 
being made to recover the amount. Report on recovery has 
not been received (August 1992). 

The case was reported to Government in December 1990; 
their reply has not been received (August 1992). 

5.5 Interest not charged on delayed payments 

The Punjab Minor Minerals Concession Rules, 1964, as 
applicable to Haryana, require a lessee to pay instalments of 
contract money in advance by the stipulated dates. In the 
event of default, he is liable to pay interest at the rate of fifteen 
per cent per annum so long as the default continues. 

(i) In Faridabad, three lessees paid instalments of royalty/ 
contract money for the period April 1990 to May 1991 after 
the stipulated dates. r nterest chargeable on belated payments 
amounted to Rs . 1 . 82 lakhs, which was not demanded. 

On th e omission being pointed put (August 1991) in 
audit, th e department recovered Rs . 0. 57 lakh in one case. 
Report on recovery of the balance amount of Rs. 1. 25 lakhs 
has not been received (August 1992). 

The case was reported to Government in December 1991; 
their reply has not been received (August 1992) . 
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(ii) In Fa ri dabad, a lessee who was granted mining lease 
for t hree q uarries for th e ext racti on of road metal c;nd 
masonary stone for five years, paid dead rent after the stipulated 
dates during 1990-91 . The delay ranged from 310 days to 329 
days. On belated payments of amount due, interest amount ing 
to Rs. 1 . 41 lakhs was cha rgeable. but was not demanded. 

On the omission being pointed out (December 1991) in 
audit, the department stated (May 1992j tha t notices for recovery 
of interest had been issued (September 1931 ) . Report on 
r ecovery has not been received (August 1992) . 

The case was reported to Government in December 1991 
thei r reply has not been received (August 1992). 

(iii) In Ambala, contract for extraction of boulder, gravel 
and sand was granted (April 1988) t hrough auctio n for the 
period from 16 April 1988 to 31 M arch 1990. As the con­
tractor fa iled to pay monthly insta lments from 16 September 
1988 onwards, the department terminated (J uly 1989) the 
contract and took over the possession of the quqrry on 29 July 
1 989. The contract money amounting to Rs. 19. 87 lakhs 
was payable by t he contractor for the period from 16 September 
1988 to 29 July 1989 and the same was deposited by him 
between September 1989 and Apri l 1990. However, t he 
department incorrect!y worked out the recoverable amou nt 
of contract money at Rs. 18 . 97 lakhs and thus adjusted the 
amount of Rs. 0 . 90 lakh towards interest of Rs. 3 . 47 lakh s 
payable by the contractor for belated payments of contract 
money. The monthly instalments of contract money relating 
to th e period from May 1988 to September 1988 were also 
deposited late by the contractor. The interest for belated pay­
ments of entire contract money ( including Rs. 19 . 87 lakhs) 
worked out to Rs. 3. 47 lakhs as against Rs. 2. 49 lakhs ca lcu­
lated by the department and resulted in short demand of interest 
amounting to Rs. 0. 98 lakh. 

On th e omission being pointed out (December 1 990) in 
audit, the department rectified the mistake and intimated (January 
1992) that notice for recovery of interes t of Rs. 3 . 47 lakhs 
has been issued to the contractor. The recovery certifi ca te 
was also issued (January 1992) to Coll!'lctor Ambala for effecting 
recovery as arrears of land revenue. The departmen t recovered 

• 
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amount of rupees one lakh in February 1992. Report on 
balance amount of Rs. 2. 47 lakhs has not been received 
(August 1992) . 

The case was reported to Government in January 1991 
their reply has not been received (August 1992). 

C --AGRICULTURE 

5.6 Non-recovery of purchase tax and interest 

The Punjab Sugarcane (Regulation of purchase and 
supply) A ct, 1953 and the rules made thereunder as applicable 
to Haryana require the occupier or agent of a factory to pay tax 
not exceeding Rs. one and fifty paise per quintal on sugar­
cane purchased by him by the 14th of the following month. 
In the event of default, interest at the rate of fifteen per cent per 
annum shall be chargeable for the period of default. 

In Panipat, a sugar mill purchased 493342 . 66 quintals and 
580017 . 26 quintals of sugarcane in February and March 1991 , 
respectively. Accordingly, the purchase tax of Rs. 7 . 40 lakhs 
and Rs. 8. 70 lakhs was to be paid ·by the 14th March and 
April 1991 . The same was neither paid nor was it demanded . 
Further, for default in payment, interest amounting to Rs . 
2. 83 lakhs (up to May 1992) was also chargeable. In addition, 
interest of Rs . 9108 was also recoverable for late payment of 
purchase tax for November 1990 and January 1991. 

On the omission being pointed out in audit in April 1992, 
th e department stated (May 1992) that sugar mill was being 
asked to deposit the purchase tax alongwith interest . Report 
on recovery has not been received (August 1992). 

5. 7 Interest not charged on belated payments 

Under the Punjab Sugarcane (Regulation of purchase and 
supp ly) Act 1953 and the Rules made thereunder, as applicable 
to Haryan2, the occupier or age nt of a factory has to pay tax on 
sugarcane p urchased by him by the prescribed date. In the 
event of default, interest at the rate of fifteen per cent per 
annum sha ll be chargeable for th e period of default. 

In Ka rn nl, during crushing season 1990-91 , purchase 
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tax on sugarcane amounting to Rs.17 . 09 lakhs was paid by the 
co-operat ive sugar mill after t he d ue dates. On belated 

·payments of tax, in terest amounting to Rs. 1 . 50 lakhs was 
chargeable but was not demanded . 

On the omission being pointed out (November 1991) in 
audit the department ra ised ( December 1991) the demand. 
Report on recovery has not been received (August 1992) . 

The case was reported to Government in December 1991 
th eir rep ly has not been received (August 1992). 

D - CO-OPERATION 

5.8 Short recovery of audit fee 

Under the Haryana Co-operative Societ ies Ru les, 1989, 
every co-opera tive soc iety is l iable to pay audit f ee as pres­
cribed by Government for audit of its annual acco.unts by the 
auditor s of the Co-operative Depart ment.The fee is charged 
as a percentage of the net profit of the society subject to 
certa in minimum and maximum limits. 

( i ) In t he o ffice of Assistant Registrar, Co-operative 
Societies, Karnal, audit fee from one co -operative society was 
recov ered on the basis of the net profit s reflected in the ac ­
counts for th e co-opera tive year 1989-90 and in three societies 
at minimum ra te before these were aud ited by the department. 
Later, on completion of aud it of accounts o f t hese societies, 
additional fee amounting to Rs. 4 . 30 lakhs became recover­
able on the basis of aud ited figures of profit, but the same was 
not demanded. 

On the omiss ion being pointed out ( December 1991) in 
audit, the department recovered Rs. 2 . 04 lakhs. Report on 
t he recovery of the balance amount has not been received 
(August 1992). 

The case was reported to the Government in June 1992 
t heir rep ly hns not been received (Aug ust 1992). 

( ii) I n · th e offices of Assistant Reg istrars, Co-operative 
Societies. Kni thal and J hajjar, audit fees amoun t ing to Rs.7000 

• 
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on the basis of minimum limit was recovered from three societies 
on the basis of net profits reflected in the accounts for the co­
operative year of 1990-91 before these were audited by the 
department. Later, on completion of audit of accounts of 
the societies, additional audit fees amounting to Rs. 84226 
became recoverable on the basis of audited figures of net profi ts 
but t he same were not demanded. 

On t he omission b€: ing pointed out (January and Feb­
ruary 1992) in aud it the deparcment stated (Februa ry and 
March 1992) that efforts were being made to recover the defi­
cient amoun t. Repor t on recovery has not been receiv0d 
(August 1992)· 

The cases were reported to Government in Jcinuary and 
February 1992 ; their rep ly has not been received (August 
1992). 

5.9 Incorrect computat ion of aud it fee 

Under the Haryana Co -operative Societies Ru les, 1989 
every co-operative society is l iable to pay to the .Government, 
a fee for audit of its annual accounts by the auditors of tha 
Co-operativa Department in accordance with the sca les fixed 
by the department. Aud it f ee f rom a Primary Co-operat ive 
Agr icultural and Rur al Development Bank is recoverable at the 
rate of five per cent of its net profit subject to a minimum Of 
Rs. 5000. 

In t he office of the Assitant Registra r Co-operative Societies, 
Kaitha l, audit fee in respect of the Kalayat Primary Co-operative 
Agricultural and Rural Development Bank for the Co -operative 
year 1989-90 was wrongly assessed to Rs. 7002 on its annual 
Profit of Rs. 14 . 00 lakhs instead of recoverable amount of 
Rs. 70021 . The mistake resu lted in short computati on of 
audit fee of Rs. 63,019. 

On the omission being pointed out (J anuary 1992) in 
audit, the department intimated (February 1992) that efforts 
to recover the deficient audit fee were being made. Report on 
recovery has not been received (August 1992). 
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The case was 1 epo1 ted to the Government in May 1992; 
their re ply has not been received (August 1992). 

.... 
CHANDIGARH 

The 

NEW DELHI 

The 

(RAGHUBIR SINGH) 

Accountant General (Aud it) Haryana 

Countersigned 

• 

(C.G . SOMIAH) 

Comptroller and Auditor General of India 

I 
• 

• 


