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PREFATORY REMAR!<S 

The Audit Report on Revenue Receipts of Government of 
H:irydna, for the year 1990-91 is presented in this separate 
volume. The Report has been arranged in the following order : 

· (i) Chapter 1 refers to trend of revenue receipts classify­
ing them broadly under tax revenue and non-tax 

··revenue, the variations between the Budget estimates 
and the actual receipts under principal heads of 
revenue, the revenue in arrears for collection and 
the audit objections and inspection reports outstan­
ing for settlement; 

(ii) In Chapters 2to 5 are set out some of the impor­
tant irregularities which 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) 

.• I 





·OVERVIEW 

1. General 

(i) During the year 1990-91 revenue raised by the 
· State Government, both Tax (Rs. 1070 crores) 

and Non-Tax (Rs. 511 crores) revenue amounted 
to' Rs. 1581 cro res · as ·against Rs. 1356 crores 
during the previous year. Receipts frcm Govern­
ment of India during the year, including grants-in­
aid of Rs. 147 crores, aggregated to Rs. 333 
crores.. Receipts under Sales Tax (Rs. 495 crores) 
and State Excise (Rs. 286 CJores) accc unted fer a 
major portion of receipts of Tax revenue. Under 
Non-Tax revenue, main receipts were frcm Road 
Transport <Rs. 146 crores)~ Interest Receipts (Rs. 
'127 crores) and Miscellaneous General Services 
· (Rs. 138 crores). · JPara 1.1) 

(ii) 99459 assessment cases were pending finalisation 
under Sales Tax and Passengers. and Goods Tax 
at the .rnd o-f March 1991. as against 83833 cases 
pending ori 31st March 1990. (Para 1.3) 

(iii) 

(iv). 

Arrears of revenue pe;iding collection at the end 
of 1990-9·J under some principal heads amounted 
to Rs. 117 crores, out of which Rs. 31 croros 
were outstanding for more ~han 5 years . 

. (Para1.4) 

1889 inspection reports (issued up to December 
1990) contdining 5314 audit objections with 
money value. ot Rs. 2658 lakhs were 111ot settled 

·up to June 1991. Out of these, 564 inspection 
reports containing 1178 objections of Rs. 11.37 
lakhs were outstanding for more than 5 years. 

· (Para 1 .8) 

(v) As a ·result of test audit conducted during 1990-91, 
under-assessments and losses of rnvenue 

{vii) 



(vi) 

(viii) 

amounting to Rs. 12.65 crores were noticed. 
The under-assessments/losses of revenue relate 
to Sales Tax (Rs. 3.94 crores), Stamp Duty and 
Registration Fees (Rs. 1.36 crores), St~te Excise 
(Rs. 5.92 crores), Taxes on Motor Vehicles (Rs. 
0.14 crore) and Non-Tax Receipts (Rs. 1.29 
crores). (Para 2.1, 3.1, 4.1 and 5.1) 

This report includes cases of non-IEvy/short levy 
of tax. c:!uty, interest, penalty etc. and findings of 
four reviews involving a financia I effect of 
Rs. 10.25 crores noticed during test check in 
1990-91 and earlier years. Of this under assessment 
of Rs. 9.96 crores was accepted by the depart­
ments of which Rs. 0.41 crore was recovered till 
october, 1991. In respect of Rs. 0.29 crore the 
departments had not accepted the audit pair.ts 
for which their refutations have been incorporated 
in the relevant paragraphs. 

2. Sales Tax 

(i) The review on 'Pendency of appeals at various 
levels i!nd its impact on revenue collection-Sales 
Tax' brings out : 

Tax amounting to Rs. 37.02 crores was locked up in 
appeals at the close of the year 1989-90. (Para 2.2.4) 

Case files of appeal cases were missing in 1250 
cases. (Para 2.2.6) 

There were delays ranging from 3 to 27 months in 
communicating final orders of Appellate Au1horit ies 
in 949 decided cases. (Para 2.2. 1 O) 

Quashing of demands amounted to Rs. 31.95 lakhs 
in two cases due to non-production of re co re's by 
the Assessing Authority. (Para 2.2.12(b) & (c)) 

Cases involving tax effect of Rs. 108.33 lakhs were 
pending for 18 to 36 months. 

(Para 2 .2 .13 (i) (ii) (Iv) ) 
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(ix) 

; 
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;.;_In 78 c::ises involving tax effect of Rs. 280;04 lakhs;' 
effective steps were not take'n to get .the. stays 
vacated or for obtaining cash securities. -. 

· · · · (Para 2.2.16) 

(ii} The review on 'Recove'ry of Demands ht · arrnars 
.under SaJes Tax' revealed : -- · 

~Ineffective action by.the Department· to get the'.stay . 
.. _orders granted by courts without obtaining. icash 

security vacated, despite clear· directicns of - the 
Supreme Court resulted in accumuiaticm of. arrears 
amcl'unting .to Rs. 5;34. crores;: .· . (Para 2.3,6) 

~Faih.lre to 1'take prompt action for fil1alisaticll'l of 
assessments on cancellation of registraticn certificates 
resulted in non·recovery of Rs 65.50 lakhs. · 

· (Para 2.3. 7 (i} to (iv) } 
. . 

-,Delay. in assessments resulted· in accumulation lOf 
tax arrears of Rs 143.70 lakhs. , . 

· · - · - (Para 2.3.8 (i) to {viii) ) 
I I, -

-Failure to verify the ·genuineness bl dealers at toe 
time· .of registration IJ'esulted in 1r1orn-recovery of tax 
of Rs 3L79 ~akhs. . ('Para 2.3;9 (i) to (vii) ) 

-lrregµlar grant of exemption re'sulted in nonMecove~y 
of Rs. 16.80 lakhs. · · · . (Para 2;3.10) 

=Non-i~itiation of recovery pr6~eedings resuhed in 
_ · accumulation ofarrears:of Rs; 65.70 lakhs. · 

· ·.(Para~ 2. 3 ,11 (!)to (v) ) 

(iii) Incorrect comp1.1tatio1rfof taxable· turnover 1res~ited 
-in short recovery oftax and _interest amounting to 
Rs.13.42 lakhs. {Para 2.4 (a)(b) (i) (ii) (iii) & 2.6) 

{iv) In 3 cases, non inclusion of, _value of .· suppre~ecl 
sales in the grol)s turnover at the time of assessment 
resulted in short levy of tax. of Rs. 6.63 iakhs. In 
addition, penalty of Rs. 13.25 lakhs arid interes,t of 
Rs. OJ 5 lakh was also !eviable · · · · 

(Para 2$ &2.~1) 



.- ·.".(v) 

(vi) 

(X) 

The application of inccrrect rc.te of sales t;;x in 7 
cas6S l6d to short levy of tax and interest amounting 
to Rs. 3.80 lakhs. (Para 2.7) 

Grant of eXc6SS rebate resultGd in urod1:;r assessment 
of tax and ir;terest of Rs. 5.46 lakhs in 4 cases. 

Para 2.8 (a) & (b) ) 

(vii) In 3 cases, purchase tax of Rs. 4.61 lakhs including 
interest. of Rs. 1.09 la khs was not levied on goods 
used in the manufacture of finished goods 
transferr6d on consignment basis. (Para 2.9) 

(viii) ·Irregular grant of exemption to a deolcr resulted in 
'. short assessment of tax and interest of Rs. 1.85 

, lakhs. (Para 2.11)' 

3. Stamp !Duty and Registration Fees 

Short recovery of· sttimp duty and n:.gistration fee 
amounth1g to Rs. 1.29 Iakhs was noticed in 6 cases due to 
misdassifica-tion -of instruments. · ·(Para 3.2 & 3.4) 

4, other Tax Receipts 

. (A) State. Excise 

.The re\tiew on 'State Excise Duties' revealed 

Additional licence fee amounting to· Rs. 6.39 lakhs 
,: 'J)las not recovered on lifting of excess quota of 

country liquor. , (Para 4.2.8) 

Import duty of Rs. 2. 67 lakhs was not charged on 
import o·f beer and Indian made foreign liquor 
imported in Haryana from places out side the st<He. 

· · . . · ·(Para 4.2.9) 

Excise duty of Rs. 2 .29 lakhs was not recovered cin 
wastage· of spirit in ·excess of the pre·scribed norms. 

\Para 4.2.12) 

- :Excise duty of· Rs: 3.19 lakhs was not recovered on 
cancellation of lice.nces and ·re-auction of vends. 

(Para 4.2.13 & 4.2.18) 
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(xi) 

There was short recovery of excise duty of Rs. 1:54 
lakhs due to recovery dt pre-'revised rates. · 

. (Pdra 4.2.11) 

( B) Taxes on vehicles. 

!n 57 casesi token tax of Rs; 3.39 lakhs was recovered at 
the instance of audit. (Para 4.4) 

{C) ElectricitY Duty 

The review on 'Levy and collection of electricity duty' 
revealed : 

Irregular grant of exemption of duty led to non-reali­
sation of revenue amounting to Rs 24.53 lakhs. 

{Para 4.6.6 (a) & (b) 

Arrears ·of duty pending collection as on 31st 
March 1991 amounted to Rs 20.63 crores which 
in eluded Rs 6.35 croi'es re la.ting to · the period 
1966-67 to 1985-86. (Para 4.6.11) 

Non-deposit of duty -of Rs. 444.17 lakhs realised 
from consumers during April 1986 to March 1991, to 
Government account by the Haryan~ State Elec­
tricity Board. (Para 4.6.12) 

Shortfall in statutory inspection of installations resul­
ted in non-realisation of inspection fee amounting 
to Rs 44.42 la khs. 

(Para 4.6.13) 

5. Non-Tax Receipts 

(A) Mines and! Geology 

(i) Royalty and interest amounting to Rs 5.28 lakhs was 
riot recovered from the contractors. 

(Para 5. 2) 

(ii) Surface rent and water charges amounting to 
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(xii) 

Rs 3.32 lakhs including interest of Rs1.11 lakhs 
were not recovered from the lessee. 

(Para 5.3) .· 

·(iii) Royalty amounting to Rs. 3.32 lakhs . could not be 
realised due to defective execution of lease deed. ..,.. 

(Para 5.4) 

(iv) Interest of Rs. 1 . 46 lakhs was demanded short due 
to incorrect calculation. 

(Para 5.5) 
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CHAPTER I 

GENERAL 

.1.1 Trend of revenue receipts 

The tax and non-tax revenue n:iised by the Govern­
ment of Haryana during the year 1990-91, the share of 
taxes and grants-in-aid received ·from the. Government of 
India during the year and the corresponding figures for 
the preceding two years are given below : 

1988-89 1989-90 1990-91 

(In crores of rupees) 

I. Revenue raised by the 
State Government 

(a) Tax revenue 795.41 910.1 ~ 1069;54 

(b) Non-tax revenue 354.71 445.93 511.10 

Total (I) 1150.12 1356.05 1580.64 

11. Receipts from Govern-
ment of India 

(a) State's share of 
net proceeds of 
divisible Union 
Taxes 120.62 154.11 185.90 

(b) Grants-in-aid 170.34 97.08 146.88 

Total (11) 290.96 251.19 332.78 

Ill. Tota I receipts of the 
State (1+11) 1441.08. ·1607.24 1913.42 

IV. Percentage of .1 to ill 

80 84 83 
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(i) The details of the tax revenue raised d urir.g the 
year 1990-91 , a longwith figures for the preceding two 
yea rs, are given below and reflected in bar chart I : 

1988-89 1989-90 1990-91 Percentage 
of increase 
(+ ) or 
Decrease( - ) 
i n 1990-91 

over 1989-90 

( In crores of rupees) 

1. Sa les Tax 370.56 415.18 494.70 

2. State Excise 192 87 236.68 286 35 

3. Taxes on 
Goods and 
Passengers 94.46 100.88 102.10 

4. Stamps & 
Registra tion 
Fee 

5 Taxes on 
Vehicles 

6. Taxes and 
Duties on 

70.71 

19.11 

Electricity 33.36 

7. Land Revenue 0.73 

8. Other Taxes 
and Dut ies 
on Commodi­
ties and 
Services 13.61 

92.55 

21 .39 

29.42 

0.73 

13.29 

101.50 

35.78 

34.36 

0.94 

13.81 

Total 795.41 910.12 1069.54 

(+) 

( +) 10 

c+) s1 

(+) 17 

( +) 29 

( +) 4 

(+) 18 

Reasons for variations as stated by the respective 
depa rtments are given below : 

(a) Increase (1 9 per cent) in receipts under •Sales 
Ta x' was due to increase in trading activities, price 

I 
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escalation and efforts made for recovery and checking 
evasions of Sales Tax. 

(b) Increase (21 per cent) in receipts under ·State 
Excise' was due to more auction money received during 

· 1990-91 as compared to 1 989-90 and due to more sale 
of liquor. 

(c) Increase (67 per cent) in receipts under ·Taxes on 
Vehicles' was due to levy of toll tax on the vehicles 
entering Haryana and opening of three more offices of 
Regional Transport Authorities. 

(d) Increase (17 per cent) in receipts under 'Taxes 
and Duties on Electricity'· was partly due to adjustment 
of old arrears of Bs. 2.40 crores during the year 1990-91 
~nd sale of more power as compared to last year. 

(e) Increase (29 per cent) in receipts Ufider 'Land 
Revenue' was due to (i) increase in the· rates of copying/ 
mutation fees, (ii) levy of 5 per cent departmental charges 
on the recoveries made on behalf of various· banks/cor-

. porations as arrears of Land Revenue and (iii) detection 
of more case·s of short recoveries by the I nte rna I Audit. 

(ii) . The, details of major non~tax revenue received 
during the year 1990-91, a lo rigwith figures for the preceding 
two years are given below and reflectEd in the bar chart 
2: 

1. 

2; 

. 1988-89 11989-90 1990~91 Percentage . 

1 

(In crores 

Road 
Transport· 131.85 

Miscell-
aneous 
General 
services 72.41 

of Increase 
(+) or De­
crease (-) 
in 1990-91 
over 1989-90 

2 3 4 

of rupees) 

142.69 . 146.13 ( +) 2 

105.35 138.49 ( +) 31 



3. Interest 
Receipts 

4. Non-ferrous 
Mining and 

Metallurgical 
Industries 

5. Medical and 
Public 

4 

1 }. 

77.33 114.19 

6.59 8.40 

Health 5.1 5 5 .51 

6. Others 61 .38 69.79 

354.71 445.93 

3 

127.05 

9.15 

6.26 

84.02 

511.10 

4 

( +) 11 

(+ ) 9 

(+) 14 

( +) 20 

( +) 15 

Reasons for variations as stated by the respective 
departments are given below : 

(a) Increase (31 per cent) in receipts under 'Miscellaneous 
General Servicas' was du3 to sale of more lottery 
tickets. 

(b) Increase (1 1 per cent) in receipts under 'Interest­
Receipts' was mainly due to excess realisation of 
interest from commerciai undertakings and public 
sector and other undertakings. 

(c) lncreasa (14 per cent) in receipts under ' Medical and 
Public Health' was due to more amount received 
from Employees State Insurance Corporation, New­
Delhi. 

1.2 Variations between Budget estimates and actuals 

The varia tions between the Budget estimates of revenue 
for the year 1990-91 and actua l receipts in respect of principal 
heads of tax and non-tax revenue and the reasons thereof as 

\ 



600 

.;···· 

. N:ON TA}( R'ECE~PTS 
DU~ING THE'PERIOD 1988-89 TO 1990-91 

- , ·~ 

. f nterest Receipts. 

Mi~c. General Services .. . - - . . 

Medic~! & Pulllic He~lth 
Non Ferrous Mining & M~tallurgicol 

;-. ;. ,, 

AUP~.ES IN GROR.ES • 

FIGURE2 
(Para 1:1) 





5 

stated by the respective departments are given be low : 

Serial Heads of Budget Actuals Variations Percen-
Num- revenue estimates increase tage of 
ber (+)or varia-

Decrease tions 
(-) 

1 2 .3 4 5 6 

(In crores of rupees) 

1. Sales Tax 477.00 494.70 (+ )17.70 (+)4 

2. State Excise 284.89 286.35 (+ )1.46 Neg-
ligib!e 

3. Taxes on 
Goods and 
Passengers 115.42 102.10 ' (--)13.32 (-)12 

4 . Stamps and 
. Registration 

' . Fee 102.63 101.50 (-)1.13 Neg-
ligible 

5. Taxes· on 
Vehicles 22.00 35.78 (+)13.78 (+)63 

6. Taxes and 
Duties on 
Electricity 34.00 34.36 ( + )0.36 Neg- -

ligiblEi ~ 

7. Land Revenue 1.00 0.94 (-)0. 06 (-)6 

8. Other Taxes 
and Duties on ~ 

Commodities 12.78 13.81 (+)1.03 (+ )8 

9. Road Trans-
port 154.35 146.13 (-)8.22 (-)5 ..,, 

10. Interest 
Receipts 129.42 127.05 (-)2.37 ;(-)2 ' 

.; 
i 
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1 2 3 4 5 6 

11. Non-ferro us 
Mining and 
Meta llurg ica I 
Industries 7.98 9.15 . {+)1.17 (+)15 

12. Medical and 
Public Hea Ith 6.41. 6.26 (-)0.15 Neg­

ligible 

(a) 
< 

Decrease (12 per cent) in receipts under 'Taxes on. 
Goods and Passengers' was due to agitations during 
August and September 1990 leading to disrupticn in 
road traffic. 

(b) · Increase (63 per cent) in receipts under 'Taxes on 
Vehicles' was due to levy of toll tax on vehicles 
entering Haryana and opening of three more offices 
of Regiona I Transport Authorities in the State. 

(c) Increase (15 per cent) in receipts under 'Mining and 
Metallurgical Industries' was due to more realisation 
from auction of quarries. 

1.3 Assessments in arrears 

The number of assessment cases finalised during the year 
1990-91 and pending at the end of 1990-91 a long side figures 
for the preceding year, are given belcw: 

Sales Tax Passengers and Goods .Tax 
1989-90 1990-91 1989-90 1990-91 

. 1 2 3 4 5 6 
(i) Number of 

assessments due 
for completion 
during the year 

(a) Arrear 
cases 63491 83619 173 214 

(b) Current 
cases 137997 144220 407 422 

(c) Remand 
cases 1383 1371 7 5 

11_, 

~ 
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1 2 3 4 5 6 

(ii) Number of 
assessments 
completed 
during 
the year · 

(a) Arrear 
cases 38581 47908 107 89 

(b) Current 
cases 79727 81257 264 243 

(c) Remand 
. cases 944 895 2 

(iii) Number of 
assessments 
pending 

. finalisation 
at the end 
ofthe 
year 

(a) Arrear 
cases 24910 357_11 66 125 

(b) Current 
cases 58270 62963 143 179 

(c) Remand 
·cases '439 476 5 5 

,., - - . 

. Year-wise break ~n9assessments as at 
the end of the year 1990-91 is given below : 

Number of cases 
Sales Tax Passengers and Goods Tax 

Up to» 1985- 86 314 3 

1986-87 1863. 8 

1987-88 8268 23 
_{ 1988-89 24990 70 

i 

!· 1989-90 
I 

·53715 205 
I 

Total 99150 309 I 
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1.4 Uncollected Revenue 

As on 31st March 1991, arrears of revenue pending collec­
tion under principal heads of revenue, as reported by the 
departments, wereas under : 

Heads of revenue Total arrears Arrears outstanding 
for more than 5 
years 

1 2 

(In crores of rupees) 

1. Sales Tax 82.72 18.75 

Taxes and Duties 2. .. 

on~lectricity 
·-~--~;:; ·.• 

20.63 6.35 

3. State Excise 4.29 3.41 

4. Other Taxes and 
Duties on Commo·-
dities and Services 

(i) Receipts under 
the Sugarcane 
(Regulations, 
Supply and 
Purchase 
Contro i Act) 1.25 0.24 

(ii) . Receipts 
urider the 
Punjab Enter-
tainment 
(Cinema tog raph 
shows) Act 0.15 0.03 

5. Non-ferro us 
Mining and 
Meta II urg ica I 

1.05 lndustrie$ 2.36 

-' 

l 

'.!'.I 

r . 
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= 
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1 2 3 

6. Taxes on Goods 
and Passen-
gers 3.00 0.09 

7. Co-operation 1.83 0.67 

8. Land.Revenue 0.22 0.05 

9. Road Transport 0:34 0.02 

Total ns.1s 30.66 

Year-wise break upof uncollected revenue was as under: 

Yeali Amount 

Up to 19.85-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

(In icrores of rnpees) 

30.66. 

6.19 

11.44. 

25.36 

· 17. 18. 

25.96 
116. 79 

According ·to the friformaticn fumished by. the depart­
ments (August 1991), the amount ofarrears as on 31st 
March, 1991 was in the following st,ges of action : · 

1. 

2. 

3. 

< 4. 

6. 

Recoveries stayed by Appellate t 

Authorities/Courts 

Amount covered by 
Recovery Certificates 

Amoui'ltlikely to be 
written off 

Due from H.S.E~. B. 

-Other stages 
.. 

·Total 

Amount 
On icrores of rnpees) 

35~56. 

9.56 

5.83 

19.93 

45.91 

j.tfli.19:. 



Analysis of arrears 

(a) Sales Tax 

10 

Sales Tax demand raised but not collected as on 31st 
March 1991 amounted to Rs. 82 .72 crores as against Rs . 
66.40 crores outstanding on 31st March 1990. The incre­
ase in arrears by Rs. 16 . 32 crores (24. 58 per cent) was 
stated to be due to increase in number of cases assessed 2nd 
more dealers having left the state resulting in issue of recovery 
certificates. Year-wise break up of the outstanding amount as 
on 31st March 1991 is given below : 

Year 

upto 1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

Amount 
(In crores of rupees) 

18.75 

5.11 

9.29 

18. 98* 

10.58 

20.01 

82.72 

Recovery of Government dues exceeding Rs. 2 lakhs was 
outstanding in respect of 353 cases involving an amount of 
Ra. 63.35 crores. 

District-wise position of individua I cases with recovery due 
exceeding Rs. 5 lakhs was as under : 

District 

1 

1. Karna! 

2. Ferida bad (west) 

Number of cases Amount 
(In lakhs of rupees) 

2 3 

17 

36 

1915.64 

1106.15 

•increase i n the figures as compared wit h those shown 
in the Audit Report for the year 1989-90 was stated to be due 
to additional demand becoming due as a result of re-assess­
ment which is transferred to the arrears of previou1 years if 
not reco\£ered in time. 
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.11 

1 2 3 

3. Far idp bad .. (Ea st) 42 . 895.26 .... ·--
.. 

1··' 'I 

4; Sonepat. 11 838.70 

5 .. Rewari 11 . 139.22. 

6. Gurgaori 8 125.99 

7. Bhiwani 3. 121.42 
; -~ ,-

8. Ambala .·· 7 120.78 

,·9. Jagadhri · 11 107.42 

10;. Rohtak 5 106.91 

11 • Hisar 11 104.53 

12. Jind 7 103.07 

13. Panipat .2 49.57 
14; Sirsa 2 20.22 

173. 5754.88 

(b)·. Taxes ~.nd Dutues o.rn E:~ectricity 

· , The amount of arrears of taxes and duties on electricity to· .. 
b9 realised atthe end of March 1991 was Rs.20.63 crores,as · 

·against Rs.19.69·crores outstanding at the end of March 1990. 
Year-wise details ofthe outstanding dues are given belo'!V : 

Year 

upto 1985-86 
1986~87 •.. 

r987-88 . 

. · 1988-89. 

1999;.90 
. .,.·.· 

1990-91 

. . 

.. i . :. · .. · 
Amoll.lnt 

On C!".Oll"9S of rupees) 

6.35 

0.62 
. 1.28 

4.92 
•.. 4.12 

3.34 

20.63 



The arrears were stated to be· outstanding against the 
Haryana State Electricity Board. Non-recovery :Wes attributed 
tlD the followin_g reasons : 

(i) Deferment of recovery of quty of Rs. 0.99 crore by 
Government in: the ·case of Haryana Concast Limited, a public 
limited ccmpapy,_due to its weak financial position. ...,; 

(ii) Pendency of 16 c.ases involving duty of Rs. 0.40. 
crore in the Civil Courts and with the Arbitrators. · 

(iii) Duty of Rs. 0.30 crore due from an assessee (Dadri 
Cement Factory, Dadri) is likely to be written off as the Com­
missioner of payments appointed on liquidation of the Com­
pany refused to accept the claim of the Department for Ele­
ctricity dues. 

The balance amount of Rs. 18.94 crores was outstan d­
ing partly due to non-adjustment of misclassified arric>"unt 
(Rs. 4.40 crores· ;by the H.S."E.B. and.partly due to hon-reco­
very from the consumers Rs. 14.54 crores). 

· (c) State !Excise 

Arrears of revenue under State Excise.as on 31st March 
1991 nmounted to Rs. 4.29 crores as against Rs. 4.13 crores -~ · 
outstanding on 31st Md rch 1990. Yectr-wise details of the 
outstanding dues are given below 

Year · Amount 

(In crnres of rupees). 

Upto 1985-86 3.41 

1986-87 

1987-88 

1988-:89 

1989-90 . 

1990-91 . : 

0.08* 

0.28$ 

0.23"' 

0.26 

0.03 

4.29. 
------=------=------------co·--~--

*The increase in· the figures of arrears durir.g 1990-91 with 
those shown in Audit Report 1989-90 is due to certain arrears 
wider State Excise which were not shewn in the information 
supplied by the Department. 
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According to the information supplied (August 1991) by 
the Department. the amount of arrears as on 31st March, 1991 
was in the following. stages ofaction. · 

Amount 

(!n crol'es of n.ipees) 

(i) · Recoveries stayed by the 
Appellate Authorities/ 
Courts 

(ii) In the process of recovery by 
issue of recovery certificate 

(iii) Amount likely to be written off 

(iv) Other stages· 

Total 

11.5 Fraudls and evasions of taxes 

1.35 

0.35 

0.48 

2.11 

4.29 

The table below indicates the amounts of taxes/receipts 
assessed during the year 1990-91 in cases of-frauds and 
evasions of taxes/receipts detected by the departments con-
cerned durir.g 1990-91 and earlier years: · 

Nature of Cases 
tax/ pend-
.receipt ing as 

on 'list 
April 
1990 

1 2 

SalesTa~ 190 

Passengers 
and Goods 
Tax 149 

Number 
of cases 
detected 
during 
the year 

3 

4562 

3666 

Number Number Amount 
of·cases ·of cases of tax, 
finaiised pending interest 
during as on and 
the year 31st penalty 

March levied 
119911 

4 5 6 

Out of Out Out Out (In lakhs 
Col. 2 of of of of rupees) 

Co I. Col. Cot 
3 2 3 

130 4371 60 191 417.53 

93 3514 56 152 53.40 
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1 2 3 4 6 6 
Entertain-
ment Duty and 
Show Tax 4 34 25 4 9 0.66 
State Excise 60 60 0.77 
Medical 1 
Animal 
Husbandry 1 1 0.66 

1.6 Refunds 

Position of refunds allowed during the year 1990-91 
is given below : 

Claims 
outstand­
ing as on 
1st April 

Sales Tax State Excise Passengers Entertain­
and goods ment Duty 
Tax and Show 

Tax 

Num- Amo- Num- Amo - Num- Amo - Num- Amo-
ber of unt ber of unt ber of unt ber of unt 
cases cases cases cases 

(Amount in lakhsof rupees) 

1990 613 150.03 2 0.24 3 0.51 2 0.02 
Claims 
received 
during the 
year 
1 990-91 1506 61 .23 18 8.34 - 5 0.49 
Refunds :.--

' 
made 
during 
the year 
1990-91 1698 161 .49 19 8.46 3 0 .51 6 0 .39 
Balance 
outstan - :.: 
ding at 
the end 
of the 
year 421 45.77 1 0.12 - 1 0.12 

-
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'il.7 Cost cf Collection 
. . -

-. 'Expenditure incurred cm co liecq?n. ~f -the major revenue . 
receipts during the year 1'990.,91 (w1th•f1gures for the precsd­
ing two year's) is given be~ow : -

Heads of···'· Vear 
Revenue 

1. -Sales .1988-:89' 
Tax· : 19a9:..90 

1990-91 

- 2. State 1988-89 
Excise J 989-90 

· ... 1990-91 
3. _ Stamps f 988-89 

and •. 1989-90 
· Reg is.;... . 1990-91 
tration ·. 

~ Fee 

-~t. Taxes '1988-89 
on Vehi--1989-90 
cles 1990~91 

5. Other 1.988-89 
Taxes . --1989-90 
and 
Duties0 1990-91 

- ( - . 

• 

Gr,oss Expen:. JPericen~ . All Rndia. 
Collec- ditu .. fre 'Uige of - percentage 
tion · expendn- of cost 

ture to -of co!lec- _ 
gross -·- ·· tioll1l , for · 
callee- the year 

" tion · 1989-90 

(In crores_of rupees) 

37():55 7.34 . 1.98 
415;18 8.97 2.16 
494.70 9;60 1 ;g4 -- 1.50 

192.87. 0.80 .. 0.41 
236.68 0.84 0.35 
286.35 0.93 0.32' 3.00 

7Q.71 0.33. 0.47 
92.55 0.41 0.44'· 

101-50 0.65 0.64. 5.00 

19.11 -o.ss-• 3.09 
21.39 0.65 3.04 
3£5.78 ·,0.8!5 2.37 - 3.00 

141A3 0.46 0.33 
143.59 ·o.42 _0.29 

150.27 0.47' 0.31 . - . . . 
~~~~~~~~~~~=~~~~~~~~=~~=~~~~ 

"Figuresagainst Taxes and Duties comprise collectioll'I and 
expenditure under the following heads of revenue : • · 
1. Taxes . on Goods ,!!ind Pas·sengers, · 
2; Taxes and Duties on Electricity. 
3. Other Taxes and- Duties l!>n Commodities and Services. 
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1. 8 Outstanding Inspection !Reports 

Audit observations on financial irregularities, defects in 
initial accounts and under-assessments of ta:x, noticed ciurirg 
locai audit are communicated to the heads of the offices ar.d 
to the next higher departmental authorities through le ca I audit 
inspection reports, and first replies thereto are required to be 
sent within six weeksfroin the date of issue.· The more impor­
tant irregularities are also reported to the heads of the 
departments and Government. Half-yearly reports of audit 
objections outstanding for mere than six months are also 
forwarded to Government to expedite their settlement. · 

(i) At the end of June 1991, 1889 inspection reports 
(issued upto December 1990) containir.g 5314 audit object­
ions with monev value of Rs. 2657.55 lakhs remained out­
standing , out of which 564 inspection repcrts containing 
1178objectionswith money valueof Rs.1136.901akhs were 
outstanding for more than 5 years. 

(ii) In respect of 213 inspection reports issued between 
April 1990 and March 1991, even the first replies had not 
been received (August 1991) despite issue of instructions by the 
Finance Department in February 1991 to all Heads of Depart­
ments for sending replies to the Audit Off.ice within the 
prescribed period. 

The matter regarding non-receipt of initia I replies from . 
the departments was reported to the Government between 
June 1991 and July 1991, their reply has not been received 
(January 1992). 

The above position was also brought to the notice of 
the Chief Secretary to the Government of Harya na in Nove m­
ber 1991; thefrreply has not been received. 

(iii) Relatively large number of audit objections were 
. outstanding untjer the following major heads. 

·.e 

. -.. 

/ 
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Year Number of · Number of Amou·nt 
inspection audit objections (in iakhs 
reports of 

rupees) 
1. Sales Tax 

up to 1985-86 65 196 186.60 

1986-87 -22 158 8.18 

1987-88 22 262 40.77 

1988-89 22 229 114. 45 

1989-90 24 365 293.03 

1990-91 10 46 84.54 

Total · 165 1256 727.57 

2. Taxes on 
Vehicles 

up to 1985-86 39 . 71 15.52 
:J 

1986-87 11 20 0.07 

1987-88 24 40 16.69 

1988-89 23 23 1.14 

1989-90 36 54 2.19 

1990-91 40 143 12.32 

Total 173 351 47.93 

3. Stamps and 
Registration 
Fee 

up to 1985-86 98 155 38.34 

1986-87 37 56 16.39 

1987-88 49 97 18.13 

1988-89 60 158 62.04 

1989-90 67 178 17. 87 

1990-91 62 177 28.03 
----

Total 373 821 180.80 
-·---· 



18 

4. State Excise 

up to 1985-86 45 62 221.12. 

1986-87 10 23 4.42 

1987-88 9 16 4.55 

1988-89 12 24 52. 81 ..,.. 
1989-90 33 48 27.17 

1990-9_1 18 82 27.19 

Total 127 255 337.26 
---

5. Taxes on Goods 
and Passengers 

upto 1985-86 25 36 6.13 

1986-87 11 13 0.11 

1987-88 12 17 3.24 

1988-89 12 53 1.44 

1989-90 17 88 24.83 ;~ 

1' 990-91 19 94 6.47 ·-< 
~ ~ 

-~ 

Total 96 301 42.22 

6. Major and Minor 
IHigation 

upto 1985--86 68 233 101.74 

1987~88 23 80 47.40 
: f 

1988-89 32 178 123.43 'I 
---

Total 123 491 272.57 

7. \Public 
\ 

Werks (B&R) 

up to 1985-86 48 109 13.97. 

1987-88 29 66 53.36 . 

1989-~0 46 102 22.90 :'' 
Total 123 277 90.23 -
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_, 

8. Non-ferrous · 
Minin;i and 
Metallurgi.cal 
Industries · 

upto 1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

Total 

9. Co-operati oni · 

upto 1985-86 

, 1986-87 

1987-88 

1989-90 

Total 

10. land Revenue 

upto 1 985-86 

1986-87 

1987-88 

1988"-89 

1989-90 

1990-91' 

Total 

19 

25. 

11 

8 

14 

12 

16 

86 

32 

11 

50 

32 

40 

62 

64 

. 90 

338 

72 

33 

9 16 

23 45 

75 166 

16 

1 

6 

13 

4 

13 

48 

' 21 

1 

12 

15 

6 

21 

76 

274.01 

. 39.54 

25~01 

21.92 

1"0.02 

0.64 

371.14 

5.33 

1.61 

0.65 

22.32 

29.91 

6.21 

0.32' 

1.00 

0.76 

19.92 

Q.37 

28.51il 

(iv) The more important types of irregularities noticed dur­
ing local audit of Sales Tax (Faridabad and Kamal Districts) 
and tho.se relating to receipts undtr the heads Stamps ar~d 
Registration Fee and Passengers and Goods Tax, which are 
still (January 1992) to be settled are g i'lien below : 



(a) Sales Tax 

Nature of irregularity Number of Amount involved 
cases (In lakhs of n.ipees) 

1. Under-assessment under 
Central Sales Ta:X Act 

2. Incorrect computation 
of turnover 

3. Non/short levy of 
penalty 

4. Non -levy of interest 

5. Application of incorrect rate 

64 

198 

58 

229 

of tax 26 

6. Others 141 

Total 716 

55. 10 

123.70 

68.09 

108.48 

28.31 

20.63 

404.31 

These objections remair.ed unsettled rr:ainly due to : 

(i) Non submission of 
final replies 

(ii) Delay in finalising 
assessments by the 
appellate authorities 

(iii) Others 

Total 

Number Amount involved 
of cases (!n lakhs of rupees) 

626 

17 

73 

716 

375.86 

15.63 

12.82 

404.31 

(b) Stamp Duty and Registration Fee 

Nature of irregularity Number of Amount involved 
cases (in lakhs of 

rupees) 
(1) Under-valuation ef pro-

perties 2712 257.51 
-

(2) Evasion of Stamp Duty and 
Reg~traticn Fe~ 987 57.49 

F 

~-



/ 

21 

(3) Irregular exemption of 
Stamp Dutyand Registration 

·Fee 592 · 

(4) Short/Non-levy of Stamp 
Duty an.d Registration Fee 

(5) Others 

Total 

1066 

643 

6000 

28.62 

14.77 

38.57 

396.96 

These objections have remained unsettled due to : 

Number of 

cases 

(i) Want of replies 2150 

(ii) Want of recoveries 1633 

(iii) Wa ntof decisions 
from the collectors 1220 

(iv) Other reasons 997 
----

Total 6000 

(CJ Passengers and Goods Tax ' 

Nature of irregularity Number of 
cases 

1. Short/non-realisation of 
Nationa I Permit Fee/ 

Passengers iind Goods Tax 5453 

2. Non recovery of tax 
for tha intervening period 

3. · Others 

Total 

522 

2219 

8194 

Amount in-
valved 

(in lakhs of 
rupees) 

128.58' 

83.12 

101.95 

83.31 

396.96 

Amount invol­
ved 

(in lakhs of 
rnpees) 

52.38 

5.59 

50.53 

108.50 
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These objections have remained unsettled 

(i) For non-submission of 
replies 1354 

(!i) For want of recoveries 5088 

(iii) For other reascrns 

Total 

1752 

8194 

40.06 

·40.26 

28.18 

108.50 

1.9 internal Control a11d Internal Audit 

An internal audit system exists in the department of 
Excise and Taxation (Sales Tax) which administers the Acts 

relating to Sales Tax, State Excise Duty and Show Tax, 
Revenue department, which administers Land Revenue and 
Stamp Duty and Registration Fee and the Transport 
department which dea Is with taxes on Motor Vehicles. 
However, the internal audit system is not effective as proper 
records were not being maintained ·for pursuance of ins­
pection reports/paras. Government has intimated (April 1991) 
that the setting up of an lnterna 1 Audit Organisation was 
under consideration. 

On the basis of information supplied by these depart­
ments, the position of audit conducted and objections 
raised with money value and objections cleared in respect 
of each of these heads of revenue is given below : 

1.9.1 Performance of Internal Audit system 

The number of units to be audited during each of the 
three Years 1988-89 to 1990-91 and arrears in interna 1 
audit in respect of Land Revenue and Taxes on Motor 
Vehicles at the end of March 1991 are given below: 

Year Number of units Numbcl'of Number of units 
(including units units remaining am-
in arrears to audited audited at. the 
be audited) and of the year 

1988-89 171 131 40 

1989-90 211 109 102 

1990-91 284 161 123 

'= 

::-, 
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The receipt-wise break-up of the units in arrears was. 
as under 

Receipt 

1. Land Revem,ie 
2. Taxes on Motor 

1988-89 
28 

Year 
1989-90 

69 
.11990-91 

100 

Vehicles . 12 33 23 
Total 40 102 123 

The arrears were on the increase during the years 
1 989-90 and 1990-91 as compared to those of 1988-89 . 

. The increase in arrears in 1990-91 over 1988-89 was 207 
per cent, 81 per cent of the total arrears pertaired to 
land revenue. · 

.The ye:i.r-Vliise break-up. of units pending audit as on 
31st .March 1991 though· called for (August 1991), has 
not been received (January 1992). 

·The arrears were attributed (August . 1991 ) by the 
Revenue Department to shortage of staff. The information 
pertaining to Stamp Duty· and Registration fee has not 

, been received (January 1992) from the Department despite 
repeated reminders. . -

1.9.2 Outstanding audit objections in inti;rnal a1U1dit 

The number of internal audit reports issued, objections 
raised and amount of revenue involved therein, objections 
cleared and those pending at the end of the year 1990-91 
were as under : 

Year Number o.f audit Number of audit Number of audit re-
reports/ obj ecti o'ns rs ports/ objections ports/objections out-
issued with money cleared u9to 31st standing as on 31st 
value March 1991 with March 1991 with 

money value money value 

Audit Ob- Money Audit Ob- Money Aud it Objec- Money 
Re- jec- Value Re- jec- Value Re- tions Value 
ports tions ports tions ports 

(In lakhs of (In iakhs of (In lakhs of rupees) 
rupees) (rupees) 

1 988-89 107 . 4061 183 .88 27 2916 172.12 40 1145 11.76 
1989-90 ·. 88 1589 324.40 26 588 132.06 28 701 192.34 
1990-91 112 2502 168 ,68 29 906 137 .06 35 1596 31 .62 
Totals 307 8152 676.96 82 4710 441 .24 . 103 3442 235.72 
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1.9.3 Delay in issue of Internal Audit Reports 

As per the normal practice, internal audit reports are 
required to be issued within 30 days of completion of audit. 
It was, however, noticed (August 1991) that there was con­
siderable delay upto 582 days in issuance of internal audit 
reports between April 1988 and March 1991 as. detailed 
below: 

Name of Total nlllmber Number of Percent- Delay in. 
head of audit audit age of issuance 

reports . reports delayed of 

1. Land 
Revenue 165 

2. Taxes on 122 
Motor 
Vehicles 

issued reports to reports 
late the total 

number. of 
·reports 
issued 

20 12 

101 83 

304 days 
to 582 
days 

3 days to 
180 days 

Despite considerable delay in the issue of internal audit 
reports, no control mechanism had been devised by the 
departments to ensure that these were issued within the pre­
scribed period. It was noticed that no internal audit manual 
had been in existence. 

The respective departments stated (August 1991) that 
delay in issue of reports was attributable to shortage of 
staff. 

.... ' . 

. : 
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CHAPTER 2 

SAlES TAX 

2.1 Results of Audit 

Test check of sales'tax assessm'~nts and other records of 
23 units conducted during the year 1990-91 re:vealed under· 
assessment of tax of Rs. 394.48 'lakhs in 771 cases, which 
broadly fall under the following categories : 

Details .. 

1 . Incorrect computation of 
turnover 

2. interest not charged on 
non-payment/delayed payment 
of tax 

3. Under-assessment under the 
Centra I Sales Tax Act 

4. Non/short levy of penalty 

5. Application of incorrect rate 
of tax 

6. Other irregularities 

Number 
cases 

227 

74 

73 

81 

62 

254 

771 

of Amount 
(In iakhs 
ef rnpees) 

190.75 

55.20 

51.75 

33.12 

32.96 

30.70 

394.48 

Out of 771 cases, the Department, in 171 ·cases, raised 
additional demands amounting to Rs .. 6.84 la1<hs. A few 
important cases noticed during 1990-91 and earlier years and 
findings of audit reviews on "Pendency of appeals at various 
levels" and •.1Recovery of Demands in arrears under Sales Tax" 
are mentioned in the succeeding paragrsphs. · 

25 
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2.2 Pendency of appeals at various levels and it s lmpa_9.1 
on revenue collection- Sales t ax -

2.2.1 lntroduct0ry 

The Haryana Genera l Sales Tax Act. 1973, provides that fer 
any tax, pena!ty or interest payable in consequence of any ,,. 
order passed under the Act,~ notice of dema'1d sha II be served 
upon the assessees. The amount specified in the notice of 
demand has to be paid within the time specified in the notice 
of demand which shall not be less than fifteen days or in the 
absence of any time being specified in the not ice' within 30 
days from the date of service of such notice. 

Ari assessee dis-satisfied with the essessment ord~r . is 
entit led to file an appea l to the Joint Excise ar.d Taxaticn 
Commissioner (Appeals} w ithin €0 days from the Cote of 
order appealed against subject to the payment of who le or part 
of t ax assessed er penalt y imposed or interest lev ied. The 
Appella te Authority, if satisfied, that the assessee is unable 
to pay the whole of the amount of t ax d£Sessed, or the 
penalty imposed orthe interest due, may, if the amount of tax 
and interest admitted by the appellant to be due has been 
paid, for reasons to be recorded in writing, entertdin the 

appeal and may stay the recovery of balance amount subject 
to the furnisning of a bank guari:ntee or edequate security 
to his sdt isfaction. The Appellate Authority may either reject or 
accept the cippea l and allow t he relief sought or may remand 
the case to the Assessing Authorityf or re -assessment as directed. 
Further a second appei:!I rests with t he Sales Tax Tribunal. 
Reference on the point o f law arising out of the judgement of 
the Tribunal can be made to the High Court. The Act dces 
no t prescribe any procedure to be follcwed by the Appellate 
Authority in disposing of the appeals filed before him. 

2.2.2 Scope of Audit 

Out of three Appellate Authorities. records of two 
Appel late Authori t ies at Faridabad and Rohtak and five districts 
falling under t hei r jurisdiction viz; Faridabad (East} , Faridabad 
(West), Gurgaon, Ro hta k and Hisa r were test checked betwte !"I 
April 1991 and June 1991 with a view to ascertain the 
penden C'J of appeals, its impact on revenue ccllectic·n 2nd 
expeditious disposal of remand cases. The statistical informet­
ion incorporated in the review, hcw&ver. covers the entire 
State . 

.. . 

I 

.:. ' 
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2.2.3 Organisatiol')al set up 

There are three Appellate Author1ties in the State desig­
nated as Joint Excise and Taxation Commissioner (Appeals), 
one each in the three sRles tax divisions at Arnbala, Faridabad 
and Rohtak. The Joint Exc:se and Taxation Commissioners 
(Appea Is) are not directly appointed as such. "l"hese are 
transferrable posts and any departmantal officer of the rank 
ofJcint Excise and Taxation Commissioner c'm be posted as 
an Appellate Authority. The jurisdiction of each of the Appellate 
Authority is as under : · 

Name of appellate authority Jurisdiction 

1. Joint Excise and Taxation 
Commissioner (Appea Is), 
Ambala 

2. Joint Excise and Taxation 
Commissioner (Appeals),. 
Faridabad 

3. Joint Excise and Taxation. 
Commissioner. (Appea !s), · 
Rohtak 

2.2.4 Highlights 

Amba la, Ka rnal, Kurukshetra, 
Kaitha!, Pcnipatand Jagadhri 

Fa rida bc:d (East), Farid abs d 
(West); Gurgacn, Rewari and. 
Na maul 

Rchtak, Sonepat, Jind, 
Bhiwani, Hisar and Sirsa 

-Tax amounting to Rs. 37.02 crores was locked up 
in appeals at the close o·r the year 1989-90. 

-Out of 3760 pending appeal cases, case files for 
only 2510 appeals were available. ·The remaining 1250 
appeal files were missing. 

-In 949 decided cases, the final orders of the 
Appellate Authorities were communicated late by 3 11:0 27 
months. 

-in contravention cf deparhr.ental lns'tructions, 65 
stay cases were decided after a period ranging between 
3 to 37 months. · 

-In two appeal cases assessment 
demanded by the Appellate Authorities were 
available resultingJ.in quashing of demands of 
iakhs. 

records 
not made. 
Rs. 31.95. 
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Three appeal cases involvirg tax effect o.f Rs. 108,33 
lakhs were pending for the last 1.8 to 36 mcnths. 

Effective steps were not taken to get the stay vacatEd 
in 78 cas<:s ir.volvir.g a tax effect of Rs. 280.04 lakhs. 

2.2.5 Position of collection of revenue . 

The information r&gardir:g collecticn cf revrnue, arrEc.rs. 
revenue locked up in appeals and their percentage to total 
revenue during 1987- 88 to 1989-90 is given below: 

Year Total 

(1) 

arrears 
upto 
the end 
of the 
year 

(2) 

Receipts Revenue invol- Percen- Percen-
during ved in appeals tage of tage 
the ------- columns of 
years pertain- cumu- (4) to (3) colu-

(3) 

ing to lative mns 
the total (5) to 
year reve- (2) 
con- nue 
cerned involved 

(4) 

in appe­
als 
at the 
end of 
the year 

(5) (6) 

(in crores of rupees) 

(7) 

1987-88 47.00 314.93 NA* 17.87 38.02 

1988-89 62.81 370.56 NA* 30.26 

1989-90 66.40 415.18 NA* 37.02 

2.2.6 Details of appeals pending as on 31-3-1990 

48.18 

55.75 

Year-wise details of appea.ls pendtng with the Appellate 
Authorities at Faridabad and Rchtc:k as on 31st March 1990 
---------'---------------~~-

*Figures not made available by the Department. 



are given .below : 

Na me of Appeliate 
Authority 

· Joint Excise and 
Taxation Commis-
s.ioner (Appeals) 

Rohtak 

Joint Excise and 
Taxation Commis-
sioner!(Appeals) 
Faridabad 

High Court 

29 

Year Number of Amount of 
cases tax involved 

{In lakhs of 
rupees) 

Figures not 
Pric r to 1987-88 29 ava ila bl e with 

1987-88 49 the authority 

1988-89 79 

1989-90 374 

Total 531 

Figures not 
Prior to 1987- 88 400 available with 

. 1987-88 598 the a uthcritY 
1988-89 847 

1989-90•1038 

Total 2883 

Priorto 1987-88 34 262.46 

1987-88 35 333.08 

1988-89 121 755.84 

1989-90 87 366.14 

Total 211~ 1717.52* 

Supreme Court 
Prior to 1987-88 48 221.88 

' 1987-88 2 5.91 

1988-89 

1989-90 19 2.67 

Total 69* 230.46• 

*Does not include information relating to districts of 
Ambala, Sirsa and Sonepat as the records were stated to have 
been destroyed during disturbances. 

...... 

... 
-
~ 
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The information in respect of Appellate Authqrity at 
Ambala could not be collec,ted as the records were stated 
(May 1991) to have been burnt during disturbances. 

The details of appeals pending with the High Court/ 
Supreme Court, their tax effect and age of pendency could 
not b.e collected as no record in this re{;ard was maintained 
by the Department. The information. called for from the Depart­
ment (March 1991) has not been received (January 1992) 

Against 2883 appeals pending as en 31st March 1990 
Appellate· Authority Faridabc:d, informed the Ccmmissicner 
(April 1990) that 1633 appeal cases only were available. The 
case files in respect of 1086 appeals which have to be 
1250 in number were not traceable and were stated to be 
missing. 

2-2.7 Trend of appeals filed and their disposal 

The position of growth of appeals that were pending 
before the Appellate Authorities at Rohtak and Faridabad 
and percentage of their disposal during the years 1987-88 to 
1989-90 was as under : 

Joint Excise and Join'!: Excise and 
Taxation Commi- Taxation Commi-
ssioner (Appeals), ssio111er (Appeals). 
Farid a bad RoMak 

1987-88 1988-. 1989- 1987- 1988- 1989-
89 90 88 89 90 

1. Number of 1033 1215 2693 442 650 580 
appeals for 

d ispo sa I at the 
_beginning of 

the year 

2. Addition 1350 1692 1417 1022 1364 1139 
during the year 

3. Total 2383 2907 4110 1464 2014 1719 

. ..,,, 

~\ ,, 

:: ... 
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4. . Disposal dur- 1168 525 1227 814 1434* 1188 
ing the year 

5. Number pend- 1215 2693** 2883 650 580 531 
ing at the end 
of the year 

6. Percentage of 49 18 30 56 71 69 
disposal (4) to 
(3) 

Out of 3414 .(2883+531) appeal cases pending at the 
close of the year 1989-90, 106 appea Is were pe11ding for 

·more than five years and 323 appeals were pending for 
more than 3 years but less than 5 years. A .large number of 
appeal cases were pending because no 1irr.e limit had been 
fixed under the Act/Rules for decidirg the q:r::cals. 

2.2.8 Norms for disposal of appeal cases 

. As per departmental instructions issued by the faccise and 
Taxation Commissioner a quota of 120 appea I ca&es per 
month was fixed for disposal by each Appellate Authority. 
However, the actual number of cases disposed of l:ly the 
A'.)pellate Authority Faridabad and Ro hta k during the years 
1987-88 to 1989-90 fell much short of the prescribed quota as 
per details given below· : 

Name of Year 
Appellate 
Authority 

1 2 

Joint Excise 1987-88 
· and Taxation 

Quota Number Short 
prescri- of appea- fall 
bed for Is dlispo­
dlisposal sed of 
of 
appeals i_n 
a yearr 

3 , 4 5 

1440 1168 272 

Percen­
tage .of 
sh art:. 
fall 

6 

19 

*Includes 563 cases transferred to Appellate Authority,. 
Fari.dabad • 

. ll<*Bplanc~ a.ctucilly con:ies to ~3.&2 but. s-hown as ,'2693 
frdhe. monthly.report fo{ March 1!?89 submitted by the 
Appellate Authority Faridabad. . . 
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2 3 4 5 6 

Commissioner 1 988-89 1440 525 915 64 
(Appeals) 
Faridabad 1989-90 1'+40 1227 213 15 

Joint Exeise 1987-88 1440 814 626 43 
and Taxation 
Commissioner 1988-89 1440 871* 569 40 
(Appeals) 
Rohtak 1989-90 1440 1188 252 18 

The shortfall in disposal of cases ranged between 15 
per cent to 64 per cent in the case cf Faridabad while ir. the 
case of Rohtak the shortfall was between 18 per cent to 43 
per cent. 

Reasons for not decidir.£ cases cs per norms fixed, 
though called for in April 1991 have not been ir.timated 
so far (January 1992). However, as per remarks of the 
Appellate Authority on the progress reports for the months 
of June 1988 to October 1988 he was restrained from 
deciding appea l cases by the Excise and Taxation Commis­
sioner . 

2.2.9 Details of disposal of appeals 

In the monthly reports, the detail of appeals disposed 
of by the Ap;::iellate Authorities (submitted to the Excise 
and Taxation Commissioner) during the years 1987-88 to 
1989-90 was as · under : 

*The figure excludes 563 cases transferred to the Appellate 
Authority. Faridabad . 

J 
• I 

\ 

' I 
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Joint. Excise and ·Taxation 
Commissioner(Appeals), 
Faridabad 

Joint Excise and Taxation 
Commissioner (Appeals) 
Rohtak 

Year 1987-88 1988-89 1989 .90 1987-88 1988-89 1989-90 

(i) Appeals set aside 

(a) Number 304 
(b) Money value 144 .87 

(in lakhs of 
rupees) · 

( i1) Cases .re­
manded to 
assessing 
authorities 

(a) 

(b) 

Number 527 

Money 
value 256. 38 
(in lakhs of 
rupees) 

(iii) Cases dis-
posed N.A.* 
of on the 
basis of 
written sub-
mission by 
1 he assessee 

(iv) By decision 
of N.A. * 
appeals 

(v) Cases 
accepted· 

(including 
partly 
accepted) 

(a) Number 337 
(b) Mone\' value 49 .58 

(in Jakhs of 
rupees) 

(vi) Total 

(a) Number 1168 
(b) Money 

value 450 .83 
(in lakhs of 

rupees) 

121 397 273 309 460 

55.22 151 .30 340.00 329.45 170. 78 

2G5 570 

146.77 472.44 

139 260 
21 .10 17 .09 

525 1227 

305 229 

199.20 130.61 

236 333 

37 .05 19.46 

250 

98.5$ 

478 
40.85 

814 871 ** 1188 

223.09 640.83 576.25 479.52· 310.21 

·*As per records of 'the Appellate· Authorities, separate information was not­
available. 

''* The figure excludes 563 cases transferred to the Appellate Auth0rity, 
Faridabad. 
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2.2.10 Delay in com municlltion of orders of the 
Appellate Authorities 

To enable the Assessing Authorities to take prompt 
follow up acticn on appeal cases decided by the Appellate 
Authorities and the appellants to claim refund arising 
as a result of their appeals which have been accepted, 
it is incumbent on the part of the Appellate Authorities to 
ensure that the orders passed by them in appeal are 
communicated expeditiously to the Assessing Authorities and 
the appellants. A review of appea l cases disposed of 
during the years 1987-88 to 1989-90 revea led that in most 
of the cases orders passed were communicated late; delay 
ranging from 3 months to 27 months. 

Out of 949 (decided) eases test checked , it was noticed 
that in 603 cases the orders passed were issued after 3 
to 6 months, in 313 cases after 7 to 12 months and in 
33 cases after 12 months resulting in belated consequential 
action . No tiffle limit for issue of orders passed has been 
laid down in the Act/Rules or instructions issued by the 
Department. 

2.2.11 Delay in disposal of cases w here stay had 
been granted 

Instructions issued in March 1984 provide that the 
appeal cases invo lving tax effect of Rs . 5000 and above 
where stay has been granted should be disposed of within 
three months of the grant of stay. 

(i) A test check of records of the Appe llate Authorities, 
Faridabad and Rohtak revealed that in 65appeal cases where 
stay was granted during 1987-88 to 1989-90, there was dala y 
ranging between 3 to 37 months in deciding the cases. 

(ii) In the case of a dea ler of Sirsa an additiona l 
demand of Rs. 0.49 lakh pertaining to the year 1981-82 
was created in January 1988. The deal6r we nt in appea l 
before the Appellate Authority, Rohtak in Apri l 1988 and J 
prayed for stay of the demand. His stay app lica tion was 
rejected by the Appellate Authority in June 1988 and the 
dealer then filed an appeal before the Sa les Tax Tribunal 
i n July 1988. The Tribuna l granted stay in August 1988 
against surety bond and directed the Appellate Authority 
to decide the appeal. However, the case was still pending 
(November 1991) for more than three years. 

./ 
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(iii) The Assessing Authority Sonepei t raised in Seµt&mber 
1987 an additional demand of Rs. 2.82 lakhs pertaining to 
the years 1980-81 and 1981-82 against a dealer. -The dealer 
filed an appeal_ befcre the Appellate Authcrity, Rchtc: I( in 
January 1988 and requested for grar.t of stay. His stay 
application was rejected by the Appellate Authcrity in 
March 1988. The dealer then filed an appeal before the 
Tribunal which granted him stay in May 1988 against 
surety bond and directed the Appellate Authority tc dE:cide 
the appeal. The appeal was still pending (Nov€rriber 1891) 
<ifter the expiry of 3 years from the date of grant of stay. 

2;2.12 Delay in deciding the appeals due ta non-fur­
- 11ishing of information/records by the Assessing 

Authorities 

{a) To enable the Appellate Authorities to decide the 
appeals expeditiously, it is ir:cumb1rnt on the part of the 
Assessing Authority to furnish information and produce the 
records demanded by them promptly. 

Audit scrutiny of 22 cases relating to Gurgaon (4 ), 
Sonepat (6), Faridabad (4), Rohtak (5) and Hisc:r (3) 
revealed that the requisite informatkn/records called fer 
by the Appellate Authorities were either not furr:ished er 
were furnished late by the Assessir.g Authcrities - resultifg 
in grant of adjournments (18 cases) and extensicn of 
stay in recovery in 4 cases. The delay in submission of 
records ranged between 2 to 28 months. 

(b) Loss of revenue due to misplacement of impoun­
ded documents 

The business premises of a dealer of Jhajjar (Rohtak) 
were inspected in June 1986 and his beaks were impounded 
by the Assessing Authority. On the basis of impounded. boo ks 
the turnovers for the years 1985-86 and · 1986-87 were 
enhanced by Rs. 3.84 lakhs and Rs. 3.35 lakhs respectively 
and additional demands of Rs. 1.10 lakhs and Rs. 0.66 lakh 
were raised in November 1987. The dealer filed an appr:al 
before the Appellate Authority, Rohtak in December 1987. 
The Appellate Authority directed the Assessing Authority to 
produce the impounded books for verification· of additions 
made in the turnover. The impounded books were not produ­
ced by the Assessing Authority as the same were stated to 
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have been misplaced by the Assessing Authcrity. Due to 
non-production of books, the Appellate Authority set aside 
(September 1988) the order of November 1987 and remanded 
the case. Non-production of impour.ded books by the Assess­
ing Authority resulted in quashing of the demar.d and resultant 
loss of revenue amounting 10 Rs. 1.76 lakhs. 

(c) An additional demand of Rs. 30.19 lakhs pertainir.g 
to the year 1 984-85 was created against a dealer of Farid a bad 
in March 1988 unde rthe Centra 1 Sales Tax Act. The d€a ler 
filed appeal before the Appellate Authority, Faridabild in June 
1988. On rejection of his stay application, the dealer applied 
for stay to the Sales Tax Tribunal who in turn dirnctr.d 
(August 1988) the Appellate Authority to get the amount 
of Rs. 6.29 la khs deposited from the dealer and then entertain 
the appeal.· On the dealer's ce:mpliance ri:garding deposit of 
Rs. 6.29 la khs in cash and furn ishinQ of surety bond for the 
balance amount, the Appellate Authority direct€d the Assess­
ing Authority to produce the assessment file containir.g the 
documents submitted by the appellant. However, he did 
not produce the assessm·ent file (January 1989), The Appellate 
Authority quashed· the order of March 1988 and remanded 
the case to the Assessii;g Authority in January 1989. Non­
producticn cf reccrC:s by the Assessing Authority resulted in 
quashing of demand of Rs. 30.19 lakhs. The remand case 
has not yet been decicied c.r.d the amount cf Rs. 6.29 lakhs 
deposited by the dealer was re-func!ed to him in July 1989. 

2.2.13. Delay in taking up of appeal cases 

(i) In the case of a dealer of Dabwa Ii (Sirsa) c;n addi­
ticnal demand of Rs. 6.76 lakhs was rais€d in December 1989 
pertaining to the year 1989-90. · The C:ealEr did not pay the 
demanded tax and instead fiied an appeal (Jcnuary 19SG) 
before Appellate Authority Rcht2k, a1;ainst the creation of 
demand and c:pplied for grant cf stay. The proceedir.gs in 
this case were initiE.ted (De.cembu 1990) after e:lc.vrn mcnths 
from the date of filing of appeal. No decisicn had been taken 
on the stay application and appea I was still pendirg (July 
1991) resulting in locking up of revenue of Rs 6.76 la khs 
for a p&riod over 18 months. 

(ii) The Assessii~g Authority, Sonepat directed a dealer 
of Sonepat in DecEmber 1988 to deposit additional security 
of Rs. 95 lakhs by 31st December 1988 to safeguard the tax 

j_ 

!_ 

.-.· 
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payable under the Act. The dE.aler did not deposit the 
amount erid filed an appea I before the Appellate Authority, 
Rohta k in December 1988 against orders of the Assessing 

Authority. Though a period of more than 2 years has since 
.elapsed, the appeal. case was still pending (July 1991) with 
the Appellate Authority. 

(iii) An additional demand of Rs. 2.65 lakhs relating to 
the year 1987-88 was raised egainst a dealer of Bhiw2ni in 
December 19~8. The dealerfiled an appeal before the Appellate 
Authority Rohtak in February 1989 and applied for entertain­
. ment of appeal without payment of demand. The procee-
dings were initiated by the /ippeilate Authority. ir. October 
1989. His stay application wc;s rejected . ar.d appeal was 
also dismissed ex-pa rte in January 1991, By this time . the 
appellant had closed down his business and demand of 
Rs. 2.65 lakhs had not been recovered (November 1991). The 
delay in finalisation of appeal resulted in demand remainir,g 
uncollected. 

(iv) Demands amounting to Rs .. 6.57 lakhs. pertaining to 
the years 1979-80, 1983-84 and 1984-85 were creat.ed against 
three dealers of Sirsa in November 1989, March 1 989 and 
October 1987 respectively. The dealers filed appea Is before 
the Appellate Authority, Rohta k between February 1988 and 
December 1989 and requested for grent· of stay aga ir:ist pay­
ment of demands. The stay 'appli~aticr.s and appea Is were 
still pending with the Appellate Authority (November 1991) 
resulting in locking up of revenue of Rs. 6.57 lakhs fer a period 
ranging between 1 t to 3 years. · · 

2.2,14 Delay in finalisation of follow up ac'tion on 
cases remanded by the Appellate :Authorities 

Departmental instructions issued in October 1984 provide 
that the cases remanded back by the Appellate Authorities to 
the Assessing Authorities forre-assessment should be decided 
within the financial yrnr in which these were remanded. 

(i) In respect of 130 remand cases, which'were. test chec­
ked, the re-c.ssessrnent proceed in gs were not finalised within the 
financia I year in which these were remcnded. Eighty five cc:sE: s 
were not finalised within. the same financial year but 
finalised after 5 to 27 months from ·the date of remand by 
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the Appellate Authority, 27 cases were still pe:r.dir.g tir.<.lis­
ation though a pericd rar:gir.g belWHn 9 ar:d 41 months hEd 
elapsed from the date c.f remcr.d. In eighttE.n casE.s r£ rNr d 
orders from the Appellate Authorities had not been rcce iHd 
by the Assessir.g Authorities (alter a lapse of pericd rangir.g 
between 14 and 48 months) though the same were remar.dE.d 
durir.g the period betwern April 1987 ar.d February1990. ""'* 

(ii) An additional demand of Rs. 19,840 pertainirg to 
the year 1982-83 was raised against a dealer of Hisc.r in 
June 1986. The dealer filt:d c;ppeal before the Appell&te 
Authority, Rohtak in November 1986 objectir.g the levy of 
tax at the rate of 7 per cent instead of 4 per cent on the 
sales of certified seeds. The case was remar.ded (May 1987) 
to the Assessing Authority for verification of rate of ta~. The 
remand orders were, however, issued after a gap of more 
than two years in September 1989. The remand case was 
decided by the Assessing Authority in April 1991 and a 
demand of Rs. 45,194 was raised against the dealer. Delay 
in issue of remand orders after 27 months by the Appellate 
Authority and finalisation cf remar:d case after 19 months by . 
the Assessing.Authority resulted in belated raisir',g of demand 
and its delayed collection. 

(iii} A penalty of Rs. O. 60 lakh was imposed against a 
dealer of Hisar in March 1988. The dealer deposited the 
amount and .filed an appeal before the Appellate Authcrity, 
Rohta k in April 1988 against the levy of penalty. The 
Appellate Authority decided the a pp ea I in January 1989 and 
set aside the orders levying penalty and remanded the case 
to the Assessing Authority. Instead of decidir.g the remand 
case expeditiously the Assessing Authority refunded the 
amount of Rs. 0. 60 lakh in October 1989. The remand case 
had not yet been finalised though a period of more than 
2 years had since elapsed. 

(iv) The appealsofthre.e dealers of Rohtak werE: C:ecided 
between October 1986 and July 1988 and ·cases were 
remanded by the Appellate Authority, Rohtak. 

The remand orders were, however, received late .. bE:twern 
June 1987 and June 1989 from the Appellate Authority. The 
follow up action on these remand cases was initiated between 
December 1987 and March 1990. The cases had not been 
finalised (November 1991 ). 

·' ... 

= 
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. (v) An additional dem'andof Rs. 16. 07 lakhs pertaining 
to the year 1987-88 was raised against a dealer of Gurgaon 

·in July 1989. The deali::r filed an appeal befcrethe Appellate 
Authority, Faric.'abad in Au[l.!St 1989and requested fer gr2nt 
of stayof demand: The stay was granted in Scptember1989; 
The Appellate Authority decided the appeal in March 1990 
and quashed the orders of July 1989 and remanded the case 
to the Assessing Authority. The remand order was, however, 
issued in November 1990. The remand case involving a 
revenue of Rs.16.07 lakhs was still pending {November 1991) 
with the Assessing Authority. 

·. . 

2.2.15 Monitoring and control mechanism for 
watching the receipt and disposal of appeals 

(a)· To keep a proper watch for the receipt and disposal 
of a ppea I cases, a II such a pp ea ls received by t.he Appellate 
Authorities are entered in a register. ca (led the Institution 
Register. As and when an appeal is decided, entries in the 
relevant columns regarding date of decision, nature of decision/ 
disposa I, tax relief allowed, if c:ny, are er:tEJed in that register. 
It is through this register that the manr: er of disposal of each 
appeal is watched. During examinatic.n of,the records of 
Appellate Authorities of Faridabadand Rohtak it was noticed 
that the lnstitutio n Registers from April 1987 to March 1990 
contained a number of defects as detailed be!ow : 

(i) · In Faridabad, the number of cases entered in the 
Institution Register for 1989-90 were shown as 1371, but on 
actual count the number was 1429. It· was observed that in 
the registers for 1987-88 and 1988-89 mainte.ined inthe office 
of Appellate Autho~ity, Faridabad and Rohtak, ·45 cases and 
24.ca~es respectively were fourid to have been entered subse­
quently in between the lines by putting 'A' to the regular 
serial number. These entries were not authenticated by the 
competent authority. The chances of entertaining· of time 
barred appeals on backdates cannot be ruled out leading to 
loss of revenue to the Government. · 

(ii) The abstracts showing opening ba la nee, the number 
of appeals received, appeals disposed of during the given 
period (Month/year) ar'!d the. number of appeals outstanding 
were not p~epared at the end o'f the period. The manner and 
the dates of disposal of appeals were also not marked against 
each case in the register. · 



40 

B . Submission of monthly progress reports 

In order to watch and monitor the rece ipt and disposal 
of appea l cases and the performance of the Appellate Autho­
rities, monthly progress repo rts are sent by each Appellate 
Authority to Excise and Taxation Commissioner. Audit .,,.. 
scrut iny of month ly reports of Faridabad and Rohtak revealed 
that the reports submitted were not depictir.g the true sta te 
of affairs of receipts and disposa l of appea ls. 

(i) ln the monthly report of March 1990 submitted 
by the Appellate Authority, Faridabad, the number of appeals 
shown pending at the close of the year was 2883, but files 
of 1633 cases on ly were available. The remaining 1250 case 
files were not traceable nor the ir details were available. 

(ii) As per the lnstituticn Register, 1388 and 1429 appeals 
were received by the Appellate Authority, Faridabad durir.g 
the yea rs 1988-89 and 1989-90 but in the monthly statement. 
their number was shown as 1692 and 1417 respectively. 
Similarly the number of a ppea Is received by Appellate 
Authority, Rohtak as per the Institution Register was 826,979 
and 965 during the years 1987-88, 1988-89 and 1989-90 but 
in the monthly statement these were shown as 1022, 1364 and 
1139 respectively. 

(iii) In the monthly return for August 1989 in rEspect 
of the Appellate Authority, Faridabad the money va lue of 
appeals accepted was incorrectly worked out as Rs. 55.69 
lakhs instea d of Rs . 5 . 56 lakhs. Similarly, in the monthly 
return for September, 1989 the prcgressive money value of 
appea Is rejected, was shown as Rs . 5. 61 crores against actua I 
figures of 56. 26 lakhs. Again in the monthly statement for 
March 1990 the money value of appea l cases remanded was 
calculated as Rs . 4.12 crores aga inst actual f ig ures of Rs . 
4 . 72 crores. I. 

(iv) The position of receipt and disposal of appeals 
shown in the reports for the years 1987-88, 1988-89 and 
1989-90 submitted by the Appellate Authority Farida bad 
to the Department in April 1988, April 1989 and Apri l 1990 
respectively did not tally with the position intimated to the 

.r 
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Departme11ti1n June 1990 as detailed below . ··. 

'\f'esrr IRlaiceip'il: o1f . Disposal oif ·. CHosill'1lg. 
appeals .. appeals lbai!a1!11ce 

· As per As per As per · As per As per As pair 
. 1heig11JJJall' revised lf'egpU!lar.ll"evilsed rn·glUlall' irevnsedl .. 
moi1l- iretl.llll'lnl · ffi0i1lQ ·• !"le,tum mon-. ll"StlUlrn 

. tMy SUJJb~. tlhily Siuiib- . tihl ly . S8.!1Jb-.. 

iretl!.!llf'll'll · mitted retuir'n11 mittedl iretlli11n mittedl 
· ull1l Jmne. · il1n1 Ji.me, · ill1l Jll.!llllS; 

11990 . . t990 . '11990, . 
. . 

· 19s7~as 1350 1331 1168 1187 1215 1177 

1988-89 1692 1.388 .. 526. 552 . 2693 2051 

., 1989-90. 1417 1135 1227 . • 1261 . 2883 2567·· 
, ,· ., I ·:' , . 

. · The variation in figures supplied in Julie '11990 with those 
supplied! in earlier years, vvas stated (December 1991) to /be 

.. ·due to physical verification of cases conducted foythe Appellate, 
· Authority. · · · · · ·· 

re. · !Dlnsp«:llsain fRlegusteir . 

The. appeals after 'cUsposa i are 
1

required to ·be entered in 
the Disposal Register.· in the order of · their decision U.e. 

·· appeais_decided on tst of a month should lbe_eriteii"ed first to . 
. .. the appeals decided on _21nd of the mcrith .. 

In audit (April to June 1991) h was noticed that the 
Djsposal Registers from April 1987. to March .. 1990· on. res­
pect of Farndabad and Ro.htak were nncorrei;:tfy maintained nn 
as much as (i) cases were not'entered as per. above orders 
(ill) nomontMy or yearly ab_stracts•were prepared. (iii) in · 
Fali'idabad the entries·made nn the register were 1not authenti-

. cated by the Appellate Authority ,or any· other wesponsible. 
officer of the Department (iv) certain cases were entered as; 
disposed of on the dates on which; the judgements were re'­

.·served instead of on the dates of release of judgemepts. (v) 
mannerof disposal of appeais was not recorded ar;d the cases 
entered in the register diol not ~allywith those shown nn the __ 
monthly statements. · · .· · · 
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D. Ineffective maintenance of Control ·Register of 
remand cases 

To watch the follc:w up action in respect of caS6S deci­
ded by the Appel:ete Authorities, the Assessir.g Authoriti6s 
are to maintain a centre! rEgistEr ir:dicc.tir.g thErnin ihe date -'1 
and manner of follow up acfon te:krn in resp6ct of all case.s 
decided by the Appellate Authcrities. It was noticed in a uclit 
that no consolidatEd record in this rngard was mc.intc: ind. 
A control rc-gistEr of r.smand cases only was maintc:ir.Eci by 
tha Deputy Excise and Ta){ation Ccmmissionus Farid2bad, 
Guroaon, Rohtak and Hisar from 1987-88 to 1989-90. The 
Audit scrutiny of these contra I rEgistns reveakd that these 
were not bEing maintair.Ed prcpETly as all the cases reman-
ded were not entered, the details of follow up action taken 
was not recorded. 

2,2.16 Stay of Sa!~s tax demands by the Appellate 
Authorities 

In the matter of grant of stay on acceptance of bank 
guarantee, the Supreme Court observed* in May 1985 that 
"Governments ere run on public funds and if large amounts 
all over the country are held up during the psndrncy of 
litigations, it become-s difficult for the Govur.ment to run and 
become oppressive to the pE:cple .. · Government's exper.di­
ture can not be ma de on bar. k g uarc: nt!;ES or securitiE::s. 
Thus courts should refrain from passing any interim orders, 
staying the· rea!isc:ticn of ir.dirEct tu<t:S or passing such 
orders which may hc.ve tha effect of r.cn-rcalisaticn cf indirect 
taxes. This will be hec.lthy for the country and courts". 
Further. Calcutta High Court, fol!cwir.g ihe ratio of supn:me 
Court's judgement. held*':' that "tre direction of the tria I judge 
regarding the securing of the amount through bank guaran­
tees was liable to be set 2side',' 

A test check of records of Faridabad, Gurgaon, Panipat, l 
Rewari, Hisar, Rohtak, Karnal, jc;gaclhri and Bhiwani districts ·t 

revealed (April 1991 to June 1991) that in 78 cases tax 

*Empire Industries Limited and others v/s Union· of !r:dia 
(1985) (20) ELT-179 (SC.) 

**Assistant Collector of Central Excise, Chandari Nagar, 
West Bengal v/s Dunlop India Limited (1985) SCC-260. · 

, 
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{including Penalty end interest) of Rs. 2e0.04 lakhs deman­
ded by the Department was stayEd by the Appellate Autho­
rities without obtaining cPsh securiw cespite th6 Supreme 
Court/High Court's Judgements refEm;d 1o c.s ccbove. 

· Effectiv.e steps to ~et the stay orders va catE d ha\ e not 
been taken (November 1991"! by the Department .. 

The forngolng facts were reported (July 1991) to the 
Government; their reply has not been received (January 
1992). 

2.3 Recovery of Demands in arrears under Sales Tax 

2.3.1 Introductory 

In Haryana, Sales Tax is levied and collected under the 
Haryaha General Sales Tax Act, 1973 and the. Rules made 
thereunder. Every regis~ered dealer is required to c;ieposit 
the tax due along with his monthly/quarto:;rJy returns to be 
subm,1tted to the department. Assc.ssment proceedings are 
required to be initiated within fiv·e years by the Department 
after the expiry of return. pc~rioci, On ass3ssm::nt, th;:i tax 

. already paid by the dealer is adjusted rind an additional 
·demand for the balance amount, if any, is raisEd against the 
dealer. The tax demanded is payable wilhin thirty days from 
the date O"f service of th::i d:;;;mand notice. If the sales tc.x 
dues (including interest, per,aliy, composition fee etc.) are 
not paid by the dealer within the: timo specified in the· dem­
and notice or within the e:;:tendE>d ptriod, il 2ny, thE• Assess­
ing Authority may apply to the Coilector for recovery of the 
Government dues as am:.ars of l~r;d revEnue. After aj:.proval 
by the Collector, the Assessing Authority (the Assistant 
Collector) is required to iss~1e re cov.:;ry certificates c:nd ti: ke 
a II legal steps such as attachment c:.f property and am st and 
detention of dealer necessc.ry for reccvsr.1 of tho tax du~s as 
arrears of ltnd revenue. , 

2.3.2 Scope of audit 

Out of the sixteen sa!e,s tax distlicts in Hcryana, reccrds 
of nine districts viz. Ambc la, Jc:gcdhri, Karr.a I, Pc:r,ipat, 
Faridabad, Gurgcon, Rewc:ri, Rohiak sr.d Hisar rnlatir:g to the 
years 1986-87 to 1990-91 were test checked (February 1991 
to May 1991) with a view to exarninir.g case:s cf arrears .in 



saies tax demands due to delay in assessment of ceses, r.c·n­
issue oi recovery certificate, non-initiaticn of recc,ve:ry procce:= 
dings; irregular grantof exempticn certificate, ca.cellaticri «:if 
registraticn certificate and non-verification of genuineness of 

dealers/sureties. 

2,3.3 Organisational s~t=lllP 

The overall control· and superintendence of the Sales 
Tax Organisation vests with the E:xcise and Taxatic11 Ccm­
missioner who is assisted by the . Deputy Excise and 
Taxation Ccmmissicners, the Exise and Taxaticn OffiCErl:.. 
Assistant Excise and Taxaticn Office:rs, Taxation lnspectcrs 
and 0ther allied staff in the administraticn of State Sales Tax 
Act, 1973 and Central Sales Tax act; 1956. The amount of 
tax, interest and penalty imposed under this Act, which re­
mains unpaid after the due date, shall be recoverable as 
arrears of land revenue and powers to this effect are vested 
with the Assassin€). Authorities. The Assistant Excise· and 
Taxation Officers and the Excise and Taxation Officers have 
been vested with powers of Assistant Collector Grade I 
and the Deputy Excise and Taxation Commissioners have 
been delegated powers of Collector ur.der Section 27 of the 
Punjab Land Revenue Act, 1887. 

2.3.4 Highlights 

-Ineffective action by the Department to get the 
sta.v orders, grnnted by coutts vacated without · 
obtaini111g cash security despite the directive of the 
supreme Comt resulted iin accumulation of arrears 
amounting to Rs. 5.34 crore:s . 

..:._cancellation of registration certificates before 
assessments resulted in non-recovery of arrears 
involving Rs. 65.50 lakhs. · 

-DeUay in assessment resulted in non-recovery of 
arrears of Rs. 1143.70 lakhs. . . 

-Failure to verify the genuineness of the sUJreties/ 
dealers resulted in non-rncovery of arrears of Rs. 
31. 79 !akhs. 

-Irregular grnnt of exemption certificate resulted 
in no1H·ecovery of arrears involving Rs. 16.80 lakhs. 

~-
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.·· .·~Noll1~firrii~iatio'1'.'.oi;·:.re.co~e~~-. pr~ceeding~ .D'es11.111fodl 
.. llu'r ll1lOU1l~B'.~C.4?Very of 6,rrear~i foyolvin'g !Rs. 65.'1i0l iakhs. 

1. ,, ~ ·' .' 

· .. -: Asper in.f~rfoatio·n··· su~·pii€d. l:ly/the b_epartrnent .. {July· 
199,1) the tax dues pendi11g<col!ectioh'durir.g.th€· last.6 years.·· 
w~re as under.; · . · · · 

·Yaar T,etal re- ' Ar~~ars' . 'Increase(,+) :pen-~entag e .. 
ceipt 11.111ruier . . ' upto · De,cr~asef-::.) •. of al"rears 
Sailes tax the end ·'to tot:a! 
(hf crores) . oft he · · · reve1!11lia 

.. :year ; under . 

1986.-87 . 

1987 '."88 ·.; 314.93 . 

34;58 

.. 47.00. 

. >-f 1;56 

.,: {12.42 

Sales Ta.x·. · 
.',. 13:50% 

14.92.%···. •· 

·~900.:a9 .~70.56_ 52;96.·· ·:+,.5;96 .. 14·.29~6 
'1:·989-90 . ;415.18 :· 66;40 +13;44 15~99% . 

. :1:9~0-91 . ;:;496.31 . ~~.72 > I+-16:32 , . 1~.67% 
· •.... Tha arrear~ of. Rs. 82,j~ ~rares but~tanding afthe Eiid 
ot. the Y.e~r · 1 ~so:91 W,ere. at the.· following . stages ot a dicn .. 

. §tags of. ~ctn on. -• . . . . • :_ . A.mount cf. arrears 
. . ·:(bi crores iof rnpeesj 

1°'. Recovedefstayed by .Courts and 'dtn~r · 
·.·Appellate, Authorities •· · ·· · · · • < · · 

2( In the pr~cess ofre.ccvery ih~ludir:\g 
.amounts.covered by rec9very ·. ' 
certificates> · · ·. · · · 

3: R~cov~rl~s held.up·· due ~()' 
insolvency ·of · .. the dealers. 

"«>'"' , ·<- : .. '· .- • 

4: Demanos 'likely to be Written 
· off. · :. 

.5.- RecoveriJs' stayed by otber 
· authorntnes' ·· 

· 6/ · Other · st~g~s . 

'· ... ~· 

: ••• 1 

ro.ta1. 

:38.76 .•. ·.· .. 

·<2a.a5 · .. 

<' ·.6.60 

5A5_ .. ·., 

2.41. 

~t65 ·~.\I 

si.12· 
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Year-wise break up of the arrears is as under : 

Year ·Amount of arrears 
( 11!11 crores of 

rupees) 

Upto 1986-87 23.86 

1987-88 9.29 

1988-89 18.98 

1989-90 10.58 

1990-91 20;01 

Total 82.72 

Some of the important cases involving heavy amounts 
. of arrears are mentioned in 'the followir.g paragraphs : 

2.3,6 Stay of demands by High Court against bank 
g ua ra ntee I other sem.nritn es 

In the matter of grant of stay on acceptance of bank 
guarantee, the Supreme Court had observeo* in May 1985 
that "Governments are .run on public funds and · if large 
amounts all over the country are held up during the pendency 
of litigations, it becomes difficult for the Government to run 
and become oppressive to the people, Government's ex­
penditure can not be made on bank guarantees or securities. 
Thus courts should refrain from passing any iriterim orders, 
staying the realisation of indirect taxes or passing such orders 
which may have tha effect of non-realisation Gf indirect 
taxes. This will be· healthy for the country and courts". 
Further, Caluctta High Court following the ratio of Supreme 
Court's judgement held** that "the direction . of trial judge 
regardir.g the securing Cf the amount through bank guarantee 
was liable to be set aside''. 

*Empire Industries Limited and. others v/s Union of India 
1985 (20) ELT 1.79 (SC). 

**Assistant Collector of Central Excise Chandan Nagar Wi:st 
Benga Iv /s Dunlop India Limited 1985/SCC~260. 

-~ 
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During test check of records it was noticed (February 
1991 to May 199-1) that, despite the clear ruling of the 
Supreme Court, in 156 cases the tax amounting to Rs. 5.34 
crores dam.3nded from the assessees by the Department was 
stayed by the Punjab and Haryana High Court between 
March 1989 to March 1991 without obtaining cash securities. 

·. The Department had not taken anyeffecttve steps to get 
the stay orders vacated in these cases. This resulted in accu­
mulation of arrears of Rs. 5.34 crores. 

2.3.7. Cancellation of registration certificate. 

Under the Haryana General Sales Tax Act 1973, the 
Commissioner may from. time to time by order, amend or 
cancel any Certificate of Registeratior. if the dealer has vie la­
ted any of the provisions of the act or the rules; made there­
under or far any other sufficient cause including misuse of the 
certifi_cate or when any business, in ·respect of which 
certificate has been granted has been discontinued. Besides, 
the certificate may also be cancelled, if the dealer does not 
furnish the security or the additional security demanded· from 
him. As per instructions issued by the Excise and Taxaticn 
Commissioner, Haryana in May 1976, prompt action is required 
to be taken for cancellation of Certificate of Registraticr cr:d 
finalisation of assessment in order to ensure that the demands 
created do not become irrecoverable. 

(i) The Registration CertificEite ·was granted to a 
dealer of Faridabad in March 1983. As the dealer failed to 
furnish additional security by September 1986 demanced by' 
the Department, notice regardirg cancellatic r. cf the rEgistre­
tion certificate was issued in November 1986. The registration 
cartificate was cancelled in November 1986. Assessmentsfor 
the yea rs 1983-84 to 1986~87 were finalised between January 
1987 and July 1990 and a demand of Rs. 19.07 iakhs was 
raised. The outstanding amount was declared as arrears 
recoverable under Punjab. Lar.d Revenue Ac( 1887 ·between 
April 1987 and October 1990. Recovery certificates were 
issued to the collector, Mathura (U.P.) between December 
1987 and November 1990 but the cases were not pursued 
effectively at the higher level. for recovery. Report on reccvery 
is still awaited (January 1992). However Rs. 0.50 lakh was 
raf.lovered from two sureties. 
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Failure of the Department to assess the cases 
immediately on cancellation o f registration ce rtificate in 
November 1986 and non pursuance of cases effective ly 
resulted in non-recovery of revenue of Rs. 18.57 lakhs 
(November 1991 ). 

(II) A dealer of Faridabad was asked to furnish add­
itional security cf Rs. 0.50 lakh by November 1986, but the 
dealer failed to give the additional security. As a result, the 
registration certificate was cance lied in November 1986. The 
assessment for 19J6-87 was framed in March 1990 and 
penalty case decided i;1 July 1990. Additional demand of 
Rs. 4.93 lakhs was raised in March 1990and July 1990. As 
the dsaler failed to depo£it the tax, reccvery certificate was 
issued t o the Collector Mathura in November 1990. The firm 
had since been closed. The sureties had also closed dcwn 
their business and the dues ccntinued to remain unrealised 
(Neve mber 1991 ). 

Failure to finalise the assessment immediately after 
cancellaticn of registration cert ificc.te resulH:d in accumulation 
of arrears amounting to Rs. 4.93 lakhs. 

(Ill) A dealer of Faridabac:i (Palwal) cl osed down his 
business in March 1987 and his registration certificc.tE-. was 
cancelled with effect frcm 1st April 1987. The assessment for 
the year 1985-86 was comp leted in December 1990 raising 
an additional demand of Rs. 3 lakhs. On his failure to pay 
the tax, the amount of Rs. 3 lakhs was declared as arrears 
recoverable under Punjab Land Revenue Act in February 1991. 
Thereafter, no follow up action was taken to reccver the 
amount. Failure of the Departmen t in finalisation of assess­
men t case for about 3t years after the cancellation of 
registration certificate, and non-pursucnce ofthe case there­
after resulted in non recovery of rnven ue amounting to 
Rs. 3 lakhs. 

(iv) A dealer of Pan ipa t was asses~ed for 1984-85 in 
August 1989 on best judgement basis and a demand of Rs. 
39 lakhs was raised. He had closed down his business and 
his registration certificate was cancelled in Octa ber 1986. 
As the dea ler failed to pay t ax, recovery proceedings were 
started in March 1990 under Punjab Lar.d Rever.ue Act, 1887. 
Particulars of the property of the dealer as given in his 
application for grant of reg istration certificate were found to 
ba incorrect. Recovery could also not be effected from the 

r ·, 
I 

l, 
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sureties as.one surety was a defaulter in his cwn case, the 
se.cond surew was not in a sound financial position 
and the third surety had f.iled a suit in. a civil court 
that he never stocd surety fer the dealer. Recovery certi­
ficate issued to the Deputy Collecto( Sales ta:x, Ghazic bc:d 

·(U. P.) in September 1990 was received .back in January 1991 
as the dealer was not avai.lc:ble at the given address .. The 
recovery certificate was again issued to the Collector, 
G.haziabad. (U. P.) in February 1991. givir.g the amended 
address. Report on recovery has not bEen received (Jaiiuary 
1992). 

Failure ofthe Department to finalise .assessment imme­
diate.ly on cancellation of REgistraticn Certificate in October 
1_986 and to verify the genuinrness of the sureties at the time of 
,registration resulted in ncn recovery of tax amour.tirg to 
Rs. 39 la khs. 

2.3.8. Non-recovery of arrears due to .. delay in assess-
ment. · 

In Haryana, Sales Tax is levied and ccllected under the 
Haryana General Sales Tax Act, 1973 and the Central Sales 
Tax Act, 1956 andthe rules made· thereunC:er. Dealers regis­
tered under the Act ibid are required to submit returns 
perio"dically. If the Assessing Authority is satisfied that the 
returns furnished are correct and complete, he shall assess 
the amount of tax due from the dealer on the basis of 
such returns without requirir.g the prest:nce of the dealer. 
Where the Assessing Authority is not satisfied without 
requiring the presence of the dealer who furnished the 
returns, he sha II serve. on such dea !er a notice in the prescri -
bed manner requiring him, on a elate and at a place specified 
therein, either to attend in person or to· produce or to 
cause to be· produced any 6Vidence on which such dealer 
may rely Jn support of such returns. • The Assessing Autho­
rity, on the day specified in the notice or as soon as 
possible be, after hearing such evidence as the dealer may 
Produce, assess the amount of· tax due from- the dealer. 
In· case, the dealer fails to comply with the terms of 
notice, the Assessing Authority sha II within five years after 
the expiry o·t such period,_ proce&d to assess, to the best of 
his judgement, the amount of tax due from the dea'ler. 
Demand created as a resultof assessment is payable by the 
dealer within thirtY days from th.e date of s&rvice of notice. 
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During scrutiny of records (February 1991 to May 1991 ) 
it was noticed that in eight cases detailed belcw. the 
arrears of Rs. 143.70 lakhs could not be recovered due to 
delay in finalisation of assessments . 

(i) The assessment of a dealer of Faridabad for the years .r 
1984-85, 1985-86 and 1986-87 were initiated durir.g July 1989 
to May1990and completed during March 1990 to June 1990 
although he had applied for cancellation of Registration CHtifi-
cate inJune 1987. Reassessment fer 1983-84 under Section 31 
of the Haryana General Sales Tax Act, 1973 was initiated in 
1986-87 but was completed in March 1990. Total demand 
amounting to Rs. 36.79 la khs in respect of all these years 
including additional demand of Rs. 7.04 lakhs for the year 
1983-84 was raised but the same remained unrealised . 
Recovery certificate was issued to the Collector Guwahati 
in October 1990. Recovery is awaited (J anuary 1992) . 
Action to recover Rs. 0. 25 .lakh from one surety having 
immovable property in Faridabad, was also not taken. No 
recovery could be made from the second surety as he 
had also closed down his business. 

Reasons for delay in dssessment after application of the 
dealer for cancellaticn of Registration Certificate in June 
1987 and non-recovery of demand of Rs. 0.25 lakh from 
the surety though called for (April 1991) have not been 
intimated by the Department (January 1992). 

(ii) A dealer of Faridabad had closed down his business 
with effect from March 1984 and applied for cance l latic.n of 
Registration Certificate in April 1984. His assessment for the 
year 1984-85 was made in March 1990 aftera l2pse of about 
five years and a demand of Rs. 3.82 lakhs was raised. 
Recovery Certificate was issued to the Collector New Delh i in 
November 1990. Both the sureties had withdrawn surety 
with effect from 24th NGvembe r 1984 and 3rd January 1985. 
Fresh sureties were not obtained. As a result, the amount could 
no t be recovered from the sureties of the dec.ler. No rea sons 
for not finalising the assessment for more thc.n 5 years frcm 
receipt of intimation of closure of business in March 1984 
and application for cance llaticr. of certificate in April 1984 
were intimated. 

This resulted in non-recovery of demand amounting 
te Rs. 3.82 lakhs. 

" I 
) 
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(iii) The assessments of a dealer of Faridabad fer the 
years 1978-79 to 1982-83 were finalised between February 
1984 and March 1987 and additional demand of Rs. 17.76 
1.akhs was raised. The assessee did not pay the tax as he 
had left Faridabad. Recovery certificates were issued to the 
Collector, Delhi in July 1984 and July 1985. The Collector, 
Delhi informed in July 1985 that the defaulter had left Delhi 
long ago. The Department, however, later came to know that 
the defaulter had not actually left Delhi and had only shifted 
his residence. Accordingly recovery certificate to Collector 
Delhi was again issued in January 1991. The amount also 
could not be recovered from the sureties as both the sureties 
had left Faridebad and their whereabouts were not known. 

Delay in assessment of the cases from four to five years 
resulted in non-recovery of Government dues amounting to· 
Rs. 17. 76 lakhs. . · 

(iv) Assessment proceedings of a deal6r of Rewari for 
the Year 1983-84 were started in November 1987 and finalised 
in September 1989. Additional demand of Rs. 4. 86 lakhs 
under State and Central Act was raised. . On refusal of the 
Joint Excise and Taxation Commission6r (Appeals) to entertain 
the appeal without payment of tax, the dealer went in appeal 
to the Sales Tax Tribunal Haryana. The Tribunal vide orders 
(April 1990) directed the dealer to pay tax of Rs. 0.40 lakh 
(in four instalments of Rs. O. 1 O le1kh) and furnish surety for 
the balance amount. The dealer had neither deposited Rs. 0.40 
la kh nor furnished any surety for the bala nee amount of 
Rs. 4.46 la khs. The sureties furnished at the time of reg istr­
ation of the dealer in March 1981 were also found to be non­
genuine. Thereafter, the case was not pursued for recovery 
with the dealer. The delay in assessment and non pursuance 
of case after decision of the Tribunal resulted in non-recovery 
of dues amounting to Rs. 4.86 lakhs. 

(v) The Registration Certificate of a dealer of Jagadhri 
was cancelled by the Assessing Authority in October~ 981 
as the dealer was found indulging in dubious transactions. 
The. dealer also closed down his business in the year 1981. 
However, his assessments for the year 1980-81 and 1981-82 
which were pending at the time of cancellation of Registration 
Certificate, were finalised in September 1990 raising an 

additional demand of Rs. 4. 71 lakhs. The recovery has neither 
be::in effected from the dealer despite issue ·of notices nor 
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from suratles as ona surety had closed down his business 
and no attemot w.Js made to contact the second 
surety. In r~spo nse to audit observations (March 
1991) reg3rdin~ inordinate delay in the assessment, the 
Asse3sing Authority statsd (March 1991) that assessment 
proc;,edings had be.:n initiated in October 1981 but details 
of dubious trans3~tions were furnished by another Assessini:i ~ 
Auth ~rity in A •Jg ust 1990. The delay in finalisation of assess­
m3nts due to non-pursuance of case resulted in non-recovery 
of dues a mounting to Rs. 4.71 lakhs (NcvEmbe.r 1991) 

(vi) Assessment of a dealer of Kamal for the ye ars 1978-79 
to 1982-83 W£re made in November 1990 and addition•! 
demand of Rs. 1.70 la khs was raised . The dea ler did not 

pay tha tax as h3 had already closed down his business 
sometimes during 1984-85 and left for Ahmeda bad as per 
sta tement of two dealers recorded by the Department in 
January 1987. No action to recover thP. arrear from sureties 
had baan ta ken so far. The delay for eight to el even 
years in finalising the assessment cases had re sulted in 
non-recovery of tax of Rs. 1.70 li:!khs. 

(vii) In Faridabad, assessments of a l imited company 
for the years 1981-82 to 1983-84 were framed after three 
to four yecirs between September 1985 and March 1988 
and an additional demand of Rs 67. 11 la khs under SU:ite 
Act and Central Act was raised. By the time the assess­
ments were framed, the company had gone into liquidation 
(August 1984) as per orders of the Delhi High Court. The 
official liquidator called for (September 1984) details of 
sales tax arrears from the Deputy Excise and Taxation 
Commissioner, Faridabad, which were intimated to the official 
liquidator in September 1985 (1981-82), March 1 987 (1982-83), 
and May 1988 (1983-84). The assessmen ts were not fir.a lised 
expeditiously despite having received (September 1984) 
intimation that the firm wc;s under liquicaticn. The c.mc unt 
could not be recovered from the sureties as both the sureties 
had obtained stay from the Civil Court Faridabcd in 
May 1988. 

On this being pointed out (April 1991) in audit the 
Assessing Authority stated (May 1991) that assessment 
proceedings had been taken up in time but finalised late 
an d in case these had been decided earlier the dealtr 

" 
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would have gone into liquidaticn E:arlier resultir,g into 
unemployment of labour. 

The Ass3ssing ·. Aut.hority's reply was not acceptable · 
as it W3s hypoth3tical. The Excise and Taxation Commissio­
n~f to whom the case was.referred (July 1991)for comments 
accepted the audit point (December 1991) and asked the 
concerned Deputy Excise and Taxation Commissioner to 
initiate the appropriate action against the defaultir.g Assessing 
Authority. The delay in assessment resulted in non-recov&ry 
of dues of Government to the tune of Rs .. 67.11 lckhs. 

(viii) In Rewari. assessments of a limited company 
for.the years 1980-81and1981~82 were finalised between 
January 1985 and July 1986 raising a demand ofRs~ 6.95 
lakhs under State Act and Central Act. The ccmpany had 
in the meantime closed down its business and gone into 
liquidation in April 1985. The demand was declared 
between September 1985 to September 1986 as recoverable 
under Punjab Land Revenue Act. The official liquidator was 
requested in October :1986 to register the claim who in 
turn informed (March 1990) that the claim would be 
registered when the same was called tor. Two Directors 
of two other firms who had stood sureties of Rs. 0.50 
la kh ea ch had withdrawn .their · sureties in April 1986. 
Delay to assess the cases and non-recGvery of dues 
from sureties (to the extent of Rs. one lakh) resulted into 
accumulation of arrear of Rs. 6.95 lakhs. 

2; 3.9 Failure to verify ·the genuineness of dealers/· 
sureties 

Under Haryana General Sales T.1x Act, 1973 and Haryar.a 
Genera I Sa le s Tax Rules, 1975, the Assessing Authority 
before granting a Certificate of Registration. is required 
to satisfy himself, after making an enquiry, that the applicant 
is a bonafide dealer and the particulars furnished by him are. 
correct. The dealer may also be required to furnish 
cash security or personal bond alor,gwith the applicaticn 
for registration where it appears to be necessaryto do· 
so by the Assessing Authority for the proper realisation of 
tax payable. The amount of security she.II in no case· 
exceed the tax payable as estimatEd by the Assessing Autho­
rity on theturnoverof thedealerfor theyearin whichsuch 
security is required to be furnished before registering a 
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dec-ler, afto ch~ckirg hisfir.ar:cial positicn, the genuir.rne:ss 
of persons standing ss surety is also to be verifi&d. A ct:rt­
ificate issued under the Act shall be valid up to such period as 
may be prescribed provided that if an application for renewal 
of registration certificate is me.de within the prescribed time, 
the holder of the registration certificate sha II be deemed 
to be in possession of valid registration certificate until the 
recistration certlfica te is renewed or tPl the dealer is·. informed 
th~t the renewal of the r.::gistration certificate hos been 
refused. Further, if the Assessir,g Authority is satisfied 
that the application is in order and the fee has been paid or 
deposited, he shall after setisfying himself regarding the 
continuance of the business and genuineness of the security, 
renew t ha ca rtifica te of registration. · 

A few cases where the genuineness of the dealers/ 
sureties WdS not verified are as under : 

(i) The assessment of a dealer of Gurgaon (comprising 
of two partners) for the years 1983-84 and 1984-85 were 
finalised in March 1986 ar.d December 1988 respectively 
and total demand of Rs. 3.19 lakhs was raised. The firm 
had closed its busir.ess ar,d recovery certificates were ·issued 
in June 1986 and March 1989 to Collector Delhi for 
litffecting re cc very. One person who was statEd to be 
partner was found to be an employee ofa NBtionalised Bank 
but he denied his partnership in the firm. He submitted en 
affidavit in this respect to the Coli&ctor Delhi and also filed 
a suit in the civil court of Delhi in March 1990 against the 
Department. Second person a Isa gave an affidavit to the 
Collector Delhi denying his partnership in the said firm. 

Failure to vmrify the bonafides and genuineness of the· 
dealer at the time of registration of new iirm resulted in 
accumulation of arrecrs of Rs. 3.07 lakhs (after ddjust­
ment of demand of Rs. 0.121akh from two sureties} •. 

(ii) Registration c.::rtificate of a dealer of Hisar granted 
in September 1984, was c,dncelled in January 1986 on receipt 
of intimation (June 1985) from two sureties of their intrnticn 
to withdraw and failure of the dealer to furnish fresh sur­
eties and fir.dings of the Department that the dealer was 
fictitious. Assessment proceedings for 1984-85 were not 
pursued during the period from Septemb&r 1985 to .July 
1987 and December 1987 to January 1990. Assessment 
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was finalised in January 1991 i.e. after five years a.fter 
cancallation· of registration certificate ar.d demand of Rs. 
5. 35 la khs was raised. The demand remained outstanding 
(November 1991). 

Failure to verify the genuineness of the dealer at the 
time of grant of registration and ClelaY in assessment after 
cancell2tion of registraticn certificcite · rEsuitE.d in non-reco­
very of tax amounting to Rs. 5.35 la khs. 

(iii) Assessment of a dealer of Hisar for the year 1988-89 
was framed in January 1990 and a demand of Rs. 12.19 lakhs 
was raised. The deafer had how€ver, a (ready closed down 
his business .and le.ft the, State. Recovery certificate was 
issued to the Collector Sriganganagar in DecembE r 1990. 
No reply has been received fro.m the Cc liector. Two sureties 
of Rs. 0.50 lakh each obtainE.d at the. time of grant of regis­
tration in March 1987 were also found to be untracrnble. 

Failure of the Department to verifY the genuineness of 
the sureties at the time of registrztion resulted in non~reccvery 
of Rs. one lakh out of arrears of Rs.· 12.19 lakhs from the 
sureties.. . 

(iv) A dealer of Panipat was assessed to tax of Rs. 3.54 
lakhs for the .years 1982-83 and 1983-84 between October 
1987 and January 1988. The dealer had already closed down 
his business and was not traceable .. One surety out of two 
suieties of Rs. 0.50 lakh obtained had withdrawn his surety 
in September 1983 as informed by him in January 1987 · 
(when approached for. recovery). ·Second surety was also 
not traceable. 

The delay .of more then 3 yenrs in fim;lising c:ssessment 
and failure to verify the ~enuineness' of the sureties/non­
obtaining of fresh surety at the time of withdrawal of one 

- surety resulted in accumulation of arrears amounting to 
Rs, 3. 54 lakhs. 

(v) A demand of . Rs. 3.19 lckhs for the assessment 
year 1986-87 was raised in ·June 1990 again~.t a dealer of 
Jagadhri. Registration Certificate of the dealer was renewed 
iri May 1987 on the condition that fresh surety bond would 
be furnished within fifteen days otherwise registration 
certificate would be cancelled. Neither the dealer furnished 
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fresh surety bond nor his registration certi f icate was cancelled 
by the Department. However, af ter the non recovery w as 
pointed out in audit, Rs. 0.18 lakh has been reccversd from 
the dealer upto August 1991. The ba lance amount of 
Rs. 3.01 lakhs is still to be recovered for which the Department 
has written to the revenue authorities not to change the 
ownership of the property owned by the dealer. Further 
progress has not been received. 

Fai lure to cancel the Registration Certi f icate and to 
obtain fresh sure ty bond at the time of renewal of Regist­
ration Certificate resulted in non recovery of ta·x dE.me:nd 
of Rs. 3 .01 lakhs. 

lvi) Registration certificate o f a de.a ler of Hisar was 
renewed in September 1982 wi thout obtaining fresh surety 
bond despite report of inspector to obtain fresh bonds. The 
Departmont gdve 11otice in October 1988 asking the dealer to 
furnish two sureties otherwise reg istration certificate would be 
cancelled from March 1987. The dedler d id not comply with 
this. A demand of Rs. 0.57 la kh was raised for the year 
1985-86 in February 1990. On non-payment by the dealer, 
recovery certificate to Collector-cum- Deputy Excise and .. 
Taxation Commissioner Jind was issued in August 1990 as 
the dealer had closed down his business at Hisar and was 
carrying on business in Jind district. The surety (Rs. 0.40 
lakh given at the time of initial registration) had also closed 
down his business. 

Failure to obtain fresh surety at the time of renewal 
of registration certificate resulted in non recovery of Rs. 0.40 
lakh out of arrear of Rs. 0.57 lakh. 

(vii) In Faridabad, assessments cf a dealer for seven 
years from 1977-78 to 1983-84 were framed between March 
1984 to July 1988 and additiona l demand of Rs. 4.06 lakhs 
was raised. The business was closed in the year 1982-83. 
For recovery of demand, recovery certificates were issued to the 
Commissioner of commercial taxes Calcutta/Collector Ca l- t • 
cutta in January 1985, June 1986 and January 1989. 
Summons for recove.ry were issued to two p€Tsons who had 
stood surety for Rs. 0 .10 la kh each . One surety repl ied 
that the surety bond given by him was not accepted as i t 
was not signed by the assessing a uthority in token of its 
acceptance. Last letter to second surety was issued in 
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. September 1988. No further action to· recover the ·arrears 
. was taken. 1 · 

.;,. 

Failure tci complete the surety pa persand late fina lisati~n 
of assessmant after· the closure o.f the business resulted in 
accum.u~atiori. of arrears of tax amo untir'.g to Rs .. 4;06 la khs. · ·· 

. . ' ' 

2. 3.10 Irregular gi:ant of exemption certificait@i» .•. ·· 

.· Haryana~ .. Govemment Excise and Taxation Department by;,, 
·. a notification issued in June 1985 exempted the unit, in whose 

favour a certificate of genuineness ot its beid"lg a tiny rural 
unit'has been or is issued by the. Industries pepartment ofthe> 
Haryana State, from the payment of tax.on the purchase and. 
sale of goods under the Haryana ·Genera I Sales Tax Act, 1973 
provided .the: goods purchased without payment of tax to the 
selling regis~ered dealers: are required by it for use in the 
manufacture/production of goods for sale. · · ···· ... 

. - ·.'.' . ·.. -- . ·- . .· ,·-· .. ,"•" 

A deaierof Hisar was granted Registration Certificate in 
April 1985 and exemption certificate from October 1986. 
to October 1987 was graoteQ or:i .. the basis o-f a report 
by Taxation inspector on· 14 .Oct9ber 1986· it. was how0 

ever, noticed by the Department tha:t the deaier was not .· 
. doing any manufacturing work and the fac.tory pre.mises re 0 

•·' 

mained locked from March 1986 to ,September 1987 excep( 
August 1986. • Electric connection was ·disconnected in Nov~: 
ember 1986: The dealer had also potpurchased/flinfd geri-· 

.· erator for running the factory. The exemption certificate w:as 
withdrawnbythe Departrrent in September 1987.vide orders: 
of November 1987~ The assessment for the year 19.86-87 
was finalised in December 1990 and additicina I demand of• 
Rs. 16.80 lakhs was raised nn respect of exempted sales. The. 
arrea.rs were declared recov·erable under Punjab Land Revenue· 
Act, 1887in March 1991 but recovery certificate, was yet to·· 

· be issued .. ·· · · · · 

Failur~ of the DepartmenttO"verify the genuineness of 
•the unit at the time of grant of exemption certificate .... and 
delay in fihallsati9n of assessment. resui·ted in accumulation 
of arrears of Rs. 16.80 lakhs. 

. ; -_ .-' .. . ---. . 

2.3.11 D!!llay in . nnit!aifing/non~pursuaru~e .ioiif recovery . 
proceedings · ...•. . . · , .. · .. · 

In Haryana, sales tax is levied and collected ,under thfi 
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Haryana General Sales Tax. Act, 1973 and the rules made 
thereunder. If the sales tax dues (including interest, penalty 
and composition fee etc.)are not paid by the dealer within the 
time specified in the demand notice or with in the extended 
tiine,if any, the Assessing Authority may apply to the Collector 
for recovery of the Government dues as arrears of land revenue. 
After approval by the Collector, the Assessing Authority (the 
Assistant Collector) is required to issue recovery certificates 
andtake all legal steps necessary for recovery of tax dues 
as arrears of land revenue. 

During scrutiny of records. it was noticed that in 1he 
following cases the tax demanded cculd · r:ot be rHcvued 
due to non pursuance/delay in initic.tlrg reccn ry pro­
ceedings. 

(i} A dealer in Rohtak was assessed for the year 1984-85 
to 1986-87 between August 1986 and December 1988. Addi­
tional demand of Rs. 19. 86 lakhs for the years 1984-85 to 
1986-87 was created by the Revision;:il Authority between Feb­
ruary 1989 to December 1989. An amount of Rs. 27500 was 
realised from sureties. The arrear amounting to Rs. 19.59 lakhs 
was declared recoverable under Land Revenue Act, 1887 in 
March 1990 and warrant of arrest was issued in February 1991 
against the dealer after lapse of 11 months. A letter received 
in July 1990 from a person indicated that the proprietor had 
property comprising of one house and one shop. No action 
to attach the property was taken. The details of .property 
had also not been enquired from the Revenue Authority 
Rohtak. 

Non-pursuance of the case effectively deprived of the 
Department of revenue and resulted in accumulation of arrears 
of Rs. 19.59 lakhs. 

(ii) Assessment of a dealer of Kamal for the years 1979-80 
and 1980-81 was finalised in August 1984andJune 1985and 
a demand of Rs.11.88 lakhs was raised. Arrears of Rs. 11 .85 
lakhs (after adjustment of refund of Rs. 3229) was declared 
as arrear reco·1erable under Punjab Land Revenue.Act 1.887. 
in September 1984 and July 1985. Summons were issued to · 
both the sureties for recovery of Rs. 0. 30 lakh in July···1986 
but no follow up action was taken: In March '198.7.~ warrant' 
of arrest was issued against one partner of the firm who was· 
released after keeping him in lock up/jail for 40 days. Warrant 
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of arrest issued against the other partner in January 1987 
could not ba executed upto March 1990. In Novem~er 1990, 
the other partner submitted medical certificate that he was 
suffeiing from heart disease. Details of property held by 
the partners had not been called for from the Revenue Authori~ 
. ties. · 

Failure to. take up the follow up·action against the second 
partner for three years (March 1987 to March 1990), against 
the sureties after July 1986and to obtain the details of pro­
perty resulted in non-recovery of arrears amounting to Rs. 
11 . 85 la khs. · · 

. (iii) A dealer of Faridabad was granted Registration 
Certificate in December 1984. Assessment notices for 1984-85 
were issued in June 1985 and March 1986. However, the 
dealer did not respond and it came to the notice of the 
Department that there was no such firm at the given address. 
The Assessment cases for 1984-85 to 1986-87 were fina lis€d 
between March 1987 and July 1990. A demand of Rs. 19.70 
lakhs was raised. The arrears were declared as recoverable 
under· Punjab Land Revenue Act; 1887 and recovery certificates 
were issued to the Collectcr: Delhi between November 1987 to 
November 1990. Recovery of Rs. 0. 25 lakh was effectedfrom 
one of the sureties. The Assessing Authority had directed 
in November 1987 to procure property certificate frcm the 
Revenue authorities. but no action had been taken (April 
1991). The Collector, Delhi also sought additional information 
in August i989, but the same had not been furnishEd (Novem~ 
ber 1991). 

Ineffective pursue nee of the recovery case and non 
obtaining of the details of property for attachment resulted 
in accumulation of arrears of Rs. 19.45 !akhs. 

(iv) Four dealers of Gurga on were assessed .for the 
years 1985-86, 1986-87, 1988-89 and 1988-89 on 29th 
March 1990, 28th March 1990, 28th March 1990, and 23rd 
January 1990 respectively and additional demands of R~. 1. 60 
lakhs (1985~86), Rs, 0. 22 la kh (1986-87), Rs. 2.11 lakhs 
(1988-89) and Rs .. 1 . 59 lo khs (1988-89) were created. The 
Department .had net served the tax demand notice on the 
dealers ti.II April 1991. The dealer was.supposed to deposit 
the additional demands within one month from the date of 
receipt of the notice. 
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Failure to serve demand notices on the dealers for more 
than a year and to initiate recovery proceedings resulted in 
accumulation of tax arrear amountir.g tc Rs. 5 .52 lckhs. 

(v) Assessments of a dealer of Rewari for the years 1983-84 
to 1985-86 were finalised between March 1989 and 
August 1990 and a dema r.d of Rs. 9.29 lakhs was raised. 
As the dealer failed to make the payment and had already 
closed down business, recovery certificates were issued to the 
Collector, Delhi between Augl!st 1990 and January 1991. 
One surety of the dealer had withdrawn his surety durir.g 
July 1983. No action had been taken against the other 
surety upto May 1991 . 

Failure to f inalise the cases in time, to obtain fresh 
surety in place of the surety already withdrawn end also to 
take action against the secor.d surety resulted in rcn -recc.vuy 
of arrears to the extent of Rs. 9. 29 la khs. 

I. 3 . 12 Other interesting cases 

(i) Assessments of a firm of Kamal (comprising of 
8 partners) for the years 1987-88 and 1988-89 were framed in 
March 1990 .md a demand of Rs. 2.41 lakhs was raised. The 
arrears were declared (October 1990) recoverable under 
Punjab Land Revenue Act, 1887. Rs. 0.50 lakh was re­
covered from one of the partners and Rs. 0.25 lakh from a 
surety. Out of the eight partners, six pc: rtners were still 
doing business in Hdryana but no action was taken to reccvcr 
the amount from them. Failure to take effe ctive st€ps cg<dnst 
the partners resulted in non-reccvery of arrears of Rs. 1 .66 la khs. 

(ii) Two dealers of Faridabad were assessed to tax of 
Rs . 2.35 lakhs (for 1984-85 and 1985-86) in one case and 
Rs. 1.66 lakhs (for 1984-85 to 1986-87) in a second case 
between March 1988 and March 1990. An amount of 
Rs. 0.25 lakh was recovered from their sureties. Arrears in 
both cases were declared recoverable ur.der the Punje b Lard 
Revenue Act , 1887 as the dealers failed to pay the amount. 
Properties in both the cases w ere atta ch€d in J une 1988 and 
March 1990 respectively. No proceedings to rEa lise the 
arrears by auctioning the ir properties hc:d bern takrn so fa r 
(November 1 991) 

In reply to one case, the Dep&rtment stated (April 1991) 
that action to start proceedings to auction the property was 
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being taken shortly. Failure to auction the properties to 
realise arrears resulted in accumulation of tax of Rs. 3.76 lakhs. 

The above ccses WEJrn reported to the Govemrrn=.nt in 
July 1991; their reply has not· been received (January 1992). 

2.4 Incorrect computation of taxable turnover 

{a) Under the. Haryana Genern I Sales Tax Rules, 1975 a 
registered dealer may reduce the amoun.t of 1ax paid under the 
Act at the first stage of sale of gco ds from th0, amount of tax 
payable by him on such goods or goods manufactured or 
processed therefrom, when so Id within the State c r in the 
course of inter-State trade or commerce, or in the course of 
export outside the territory of India. Further, for non-payment 
of tax due alongwith returns, the dealer is liable to pay interest 
at one per cant per month for the first month and at one and 
half per cent thereafter. · 

A dealer of Hisa r purchasad H. R. Steel Strips (taxable at 
the stage of first sale) valued at Rs. 679.41 lakhs during the 
year 1988-89 from Within Haryana State after payment of tax 
and used them in the manufacture of taxable goods out of 
which, goods valued at Rs. 452.35 lakhs were transferred to 
his branch office QUtside the State. The Assessing Authority 
while finalising the assessment (March 1990) erroneously 
a !lowed rebate cf tax pa id on the entire purchase valued at 
Rs. 679.41 lakhs instead of cJllowing deduction of the propor-
tionate tax on the purchase value of goods sold in the State 
or in the course of inter-State sales. The incorrect deduction 

· resulted in under assessmentoftax of Rs. 10.35 lakhs. Besides, 
. interest of Rs. 1.66 lakhs was also chargeable for short pay­
. ment of tax. 

On the omission being pointed out (July 1990) in audit, 
the D:3partment referred (January 1991) the case to Revision al 
Authority for suo-moto action. Further report has net been 
received (January 1992). · 

The case was· reported to Government in November 1990; 
their reply has not been receivEd (Jtinuary 1992). 

(b) Under the Haryana General Sales Tax Rules, 1975, in 
calculating the taxable turnover, a registered dealer may deduct 
from his gross turnover the purchase value. of goods which· 
have been· subjected to tax at the first stage under section 18 
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of the Haryana General Sales tax Act, 1973, used by him in 
the manufacture of goods other than those specified in 
schedu le B for the purposes specified in Section 24 of the 
Act. Besides, interest is also chargeable for non-payment of 
tax a long with the returns. 

(i) A dea ler of Hisar claimed daduction amounting 
to Rs. 18.43 lakhs on account of tax paid goods 
purchased fro m within Haryana from April 1987 to 
Dec~mber 1987 and used in the manufacture of other 
goods. While finalising (October 1989) the assessmer,t , 
the Assessing Authority allowed deduction of Rs.15.52 lakhs 
(equal to b:i lance taxable turnover available after a llowir.g 
certain deductions) instead of admissible deduction of Rs. 3.59 
lakhs represent ing propo1tionate va lue of manufdctured goods 
sold within Haryar.a or in the course of inter -State sales. The 
mistake resulted in under assessment of tax of Rs. 47,713 
besides interest of Rs. 14,072 chargeable for short payment of 
tax. 

On theomission being pointed out (July 1990) in audit, 
the Department intimated (May 1991) the. t the case was reforred 
(February 1991) to the Revisio na I Authority for t' king suc­
moto action. Further report has no1 been received (January 
1992). 

(ii) A decter of Hisarpurchased lubricants (taxable 13t t he 
stage of first sale) valued at Rs. 25.09 lakhs durir.g the year 
1987-88 after payment of tax. Lubricants valued at Rs. 10.21 
lakhs were determined to have been used by the dealer in his 
self manufa cturing account c:nd the rt::st were used either in 
job w ork or in the manufacture of finished goods sent on 
consignment sale. The dealer was entitled to tax reliff, by 
way of deduction of Rs. 10.21 lakhs from his gross taxable 
turnover o f Rs. 1014.13 lakhs. While fi nalising assessment 
(November 1989), the Assessing Authority instead of allcwing 
set off o f Rs. 10.21 lakhs against the turr.cver of sales tax, 
adjusted it partly against the purchase ta ~ turnover of 
Rs. 9,51,381. The mistake resulted in excess tax relief of 
Rs. 41,229 as the sales tsx turnover was exigible to tax at 
four per cent whereas purchase tax turnover was liable to tax at 
eight per cent . Besides pena ltY, interest for short payment of 
tax was also chargeable. 

On the omission being pointed out (July 1990)in audit, 
t he Department referred (January 1991) the case to the 
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Revisiona I Authority for suo -mo to action. Further risport has 
not been received (January 1992). 

(iii) A dealer of Hiser purchased lubricants and high speed 
diesel (ta xa bl.e at the stage of first sale} va lucd at Rs. 6.26 la khs 
during the year 1987-88 after payment of tax and used it in the 
manufacture of taxable: goods. 57.48 per cent of the goods so 
manufactured were sent on consignment basis c r on brnr.ch 
transfers outside the State.· The Assessing Authority while 
framing assessment (March 1990) erroneously allowed deduct­
ion of Rs. 6.26 la khs inst€ed of allowing deducticn of the 
proportionate purchase value of goods used in taxable goods 
sold. The mistake resulted in short levy of tax of Rs. 27,495. 
Besides, interest of Rs.11,413 was also chargeable fer short 
payment of tax . 

On the omission being pointed out (July 1 S90) in e udit 
theDepartmentreforred (Jar.t!ary 1S91)thecase for suo~moto 
action. · 

The above cases were reported to Government between 
November 1990 and May 1991; their reply has not been received 
(January 1992). 

2~.5 Evasion of tax 

Underthe Haryana General Sales Tax Act, 1973, uturnover'• 
in eludes the aggregate of the amounts of the sales and purcha­
ses and parts of sales and purchases made by any dealer 

· whether as principal agent or in any other capacity during the 
given period less any sum allowed as cash discount under 
ordinarytrade-practice but including any sum charged for 
anything done by the dealer in respect of the goods at the time 
of, or before delivery thereof. Further, if a dealer ·has maintained 
false or incorrect-accounts, with a view to suppressing his 
sales, purchases or stocks of goods, he is ljable to pay by 
way of penalty, in addition to the tax to which. he. is assessed 
or is liable to be assessed. an amount which shall not \be less 
thantwiceandnotmorethan ten times (five times from 17th 
April 1984 and three times from 1st January 1988} the. a mount. 
of tax which would have been avcided, i.f the turnover c:s 
returned by such dealer, had been accepted as correct. 

Adealerof Faridabaddidnotdisclcsesc;feof tes (trx­
a ble at the stage of first sale) a mo untir.g to Rs .. 87.69 la khs 
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made to two dealers of Kamal durir.g the year 1982-83. 
While fina Ii sing (August 1989) t he assessment, the Assessing 
Authority failed to include the sa IE ir, the grcss turnovsr tho­
ugh the facts about suppression of sales were on records o f the 
Depa rtment. The omission resulted in short lsvy of tax of Rs. 
6.26 la khs. Besides, mir. imum pena lty of Rs. 12.52 lakhs was 
a Isa levia ble . 

On the omission being pointed out (February 1991) in 
aud it , the Departmen t referrEd (June 1991) t he case t o the 
Revi siona I Authority fer takir.g suo-moto action. Furt her, 
report hc;s not been recevied (J r.n uary 1992 }. 

The case was reported to Govern mrnt in April 1991; their 
reply has not been received (Jan ucry 1992) . 

2.6 Non-levy of tax on incident al charges 

Under the Haryana General Sales Tax Act, 1973, "turnover" 
incl udes the eggregate of the amounts of sales and purchases 
and parts of sales nnd purchases made by any dealer including • 
t he sum charged for anything dor.e by the dealer in respect 
of the goods at the time cf or before delive ry thereof. forther, 
for nonpayment of tax due alor.gwith the returr.s, the dealer 
is liable to pay interest at the rate of one per cent for the fi r5t 
month and at one and ha If per cent trereafter. 

A dealer of Kurukshetra realised incidenta l charges of 
Rs. 31 .93 la khs from Food Corporation of India on account 
of sale o f focdgrain• effected in the course of inte r-State 
trade and commerce dur!ng t he year 1980-81. However, this 
amount was not included in the gross turnover as returned 
by him. While finalising the assessment (January 1987), 
the Assessing Authority did no.t include the element of 
incidental charges which was part of the sale value. The 
omission resultt=d in under assessment of tax amounting to 
Rs. 1.28 lakhs. Besides, interest amounting to Rs. 1.32 lukhs (, 
for short payment of tax a long with the returns wa& also 
levia ble. 

On tha omissicn being pointe.d o ut (September 1990) 
in aud it, the Department raised(June 1991) additional demand of 
Rs. 3 . 59 lakhs(tax Rs. 1. 28 lakhs and interest Rs. 2.31 lakhs) 
Report on recovery has not been received (Je nua ry 1992). 
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. The case was reported- to Goverr:ment in· December 
1990; their reply has not been received (January 1992). 

2. 7 Application of incorrect rate of tax. 

(i) Under the Centra I Sales Tax Act, 1956, on inter~State _ 
sales of goods (other than · .de.clared goods) which are 
supported by valid declarations in. Form •C' from the purchasing 
dealers, tax is lsviable at the rate of tw per cent or at the 
rate applicable to the sale of such goods inside the State, 
whichever; is higher. Under the Haryana General Sales Tax 
Act, 1973 duplicating machines, being classified items, are 
taxable at the rate of twelve per cent. 

A dealer ·of Gurgaon made inter-State sale of plain paper 
copiers valued at Rs. 13.01 lakhs and Rs .. 42.86 lakhs during 
the years 1984-85 and 1985-86 ·respectively. Out of this, 
sale of Rs. 12. 40 lakhs and Rs. 27. 36 lakhs w.:is made to 
unregistered dealers during the years 1984-85 and 1985-86 
respectively. The Assessing Authority while finalising (July 
1987 and January 1989) assessments, incorrectly charged tax 
at the rate of ten .per cent instead of at twelve pfiir cent. 
Plain paper copiers, ipso-facto, are duplicating machines in 
functional result and as such, were exigible to tax at the 
rate of twelve per cent. The mistake resulted in short levy 
of tax a mounting to Rs. 89,057. Besides, penalty and interest 
amounting to Rs ..40,740 for non payment of tax alongwith 
the returns was also leviable. 

On the omission being pointed out (December 1989 and 
January 1990) in audit, the Assessing Authority stated tflat 
there was no specific mention of plain paper copier in the 
schedule 'A' of the Act. However, on a subsequent referenc::e 
by audit in June 1 990, the Excise and Taxation Commissioner 
accepted (March 1 991) the audit point. Further report on 
the action taken to recover the amount has not been received 
(January 1992). 

(ii) Under the Central Sales Tax Act, 1956, inter-State 
sales to Government departments are taxable at the concessional 
rate of four per cent when such sales are supported by valid 
decla rati'on (form D) given by a duly authorised officer of 
the Govarnmmt Department. But tax on sale of goods, other 
than declared goods, to unr.::igistered dealers shall be calculated 
at th3 rato of tan per cent ·or at' the rate applicable to the 
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sc;le or purchase of such goods inside the appropriate State, 
w hichever is higher. In Hsry.:rna solar PV lighting system/power 
system is t axe ble at ten per ca ·t bt> ing a ~J enera ! item. 
Furthn, for uiy sh,,;ri. Pcvm:: i't of tax, thf dealer is also 
liable to pcy ir•terest in addition to tho pena lly kvia ble under 
Seeton 47 ei f the Act ib id . 

A denlGr of r:aridabad msde inter-State sales valued 
at Rs. 9.0u iakhs du'ing the ycc1 19Se-89 to the Non­
corwentior.nl t:'r,e:gy C•E:\'(. icprncn t Agt·ncy, Lucknow which 
is n::it a Gov&mment Department and ch<:1ged tax at 
the ~ate of 4 pe: cent against fcrm D. The Assessing 
Authc:>iity whlle fin<!lislng assessment tJilnuary 1990), 
also incorrectly l!3vied tax on t he s~les ot the concessional 
rate of 4 pe: cent inste,\d of corr<?c: rate of 10 per 
cent view1r.g the buyor ns a Go·;,::rr::-r.~nt Dapartment. 
The mistoko rcs·.ilted :n ur:der _:;s2:;sment of tax of 
Rs. 54,288. Beside:>, in~eres t of r.s. 7.059 and penalty 
W-3re also l ~vlable for short paymen t of tax c;longw ith 
the retums. 

On tha omission being pointed out (July 1°990) 
in audit, the Deportment ' referred the case to the Revisional 
Authority for suo-moto ection. 

(iii) Undsr the Central Sales Tax Act, 1956, 
I nt9r-St3te sales of goods (other thsn decla1 ed goods) 
not supported by valid dsclorntions in the p1csciibed 
Form 'C', are t axGble at t he rc:te of ten per cent or 
at the rate cippl icable to the sale of such goods inside 
the St.~t9, whichsver is highe-•. Under t he Haryana 
Genernl Sl'llss Tnx Act, 1973 electrical appliances covered 
under itam N~ . 18 of sc:1:?d-:!c A ::ppended to the 
Act, me tJxable nt tw~hre por cent pl~s two per cent 
surcharg3 on th3 amount of t.:x payable. FLrther, interest is 
also chargeable for non payment of tax alongwith the returns. 

A dealer of Fadd;\bad sold boosters valued at 
Rs. 5.61 lakhs and Rs. 5.98 lakhs to unregistered dealers 
during the as:>essmcint yec:rs 1985- 86 and 1986-87 
respectively. The Ass2ssin; Autho!ity w hile finalising 
assessments for th3so ye:-irs in F<.1bru.:irv 1987 and June 
1988 respective!y, tax;;d these saiss at t l1e ra te of 1 0 
per cent incorrectly classifying the booste~s under electrical 
goods instead of at 12 per cent the rate applicable to 

r 

., 



electrical appliances.· 
Rs. 25,962 being 
Rs. · · 21 ,248 . was a Isa 

. alongwlth the returns. 
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The m!staks resulted in tax 
levied short. Bes~dGs; intereSt 
chargesbie for· non-payment ·of 

of 
of 

tax 

On the mistake being polnt:>d out (January 1990) · 
in audit, the Depa:tment refor:t>d ,. .)l~h· '! 990; the case 
to the Revisiona! /-\utnority f·.)f t;; .. :;;~ SL'O· 1-lwto actlon 
who created tNovemb.0;r 19'YJ i Hdd:•.io;1.'•i demand of 
Rs. 46,950 including intf:l•E:,st of . Rs. 20,938. 

(iv) Under the Central Snies Tax Act, 1956, 
the tax payable by a dealer on his tumover, :n so far 
as the turnover· or any p;;rt H.r:;'c•::f ~.:!;;.ir:;:; t.o the sa!e 
of any goods in the co.Jrse r)i :r;;r:1i s·· .. 1t.3 L;d.;• 01 cornmarce · 
the sale or,. Cl3 the CH% n1ci'/ be:, t!l.e. P~l:~~!<.:i;.a ct Which 
is, under the s<:le::s ta;<· 1cN of the· ;:pi:'(,1~,f'kte State, 
exempt · fron1 tax qr,n0rd!:1 or suL;i~::.:t 10 tax gcnernljy 
at a rate w:1ic11 · :s k)vver tb:n \·,;_;; PB"! - r<?nt shall be 
nil or, as the casa muy iJ(;. s!;,;i; bc1 C3k-u!t:ted at tha , 
lower rate. !n Hary.:rn.~ uter~ad~; ·· a;e iL1bie to .sci~;; tax 
at the rate of ~hiee per cent p;i_i$. ten per cent.· surcharge 
on the amount of tax pa)'n0ro. in addition, im._,;est is 
also chaigeabl~ for - non/short payment cf tax alongwith 
the returns. · 

T-:.vo dt:t}ir::rs. of .J~:·:;;1dhd inu;J~ inter- State sflles Of 
utensi!s Vr1iued d.t R·;~ ·i :}ft :.·.:.3 ~r:i~·.:!is 'to -~ .. aHeQi~.ier-ed deai-&:r.s 
during 1::~83-·39. V\ih!l~; ;·t;;<J'.isir:~< ti'i? t%<.•s?>mr:o-r;_1.s (Datflmd 
b9r 1839 ar;d J&n(i<l:/ . ·; 9~;i::il, .t·,a ;:~r:s~ssi;,g /\utho:iW · 
le·Jied tax on U\~1:;~ .:;a'e.s at ;:J,e lo·1/0r 1ai0 {lf three per 
cent in~w:ia'-1 of t~-;') cor;-ac-~ ;:i;:13 of 3.30 j:;er cent by 

·ignoring the e!<3m,.:nt of . surc:L:;ga v;1hich constiiutes part 
of· the · tax leviable in t;1.e Sta ta. The rni.;;t.:ike resulted 
in short !el'/· of t;c:x by Rs, 32,473. · Se,:>ldes, interest 
of Rs. 12.203 was also · c~1;;;rge~bls for s1"1:0tt payment 
of tax aion•Jwirh the returns. · · 

On the . omiss:on b<;i;;9 pointed o~t {April 1990) 
in· audit, the Depa1iii11ir;1; .J3f'1rrs::l . :i, .. ~.~---b•··- 'qoo; tha 
case to Revisionai Au•ho;!ty bi :;;:uo·~·~-~o·t~;" a~;·t!or'.1~~ Fui'th~r 
report has -not been n.=;;.;t;;·.-o_d (JarH.:r:w/ -; 932}. 

(v) Under the Haryana General Sa!aa Tax Act, 
1973, levy of surcharge on ttia amount of tax payable 
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by a dealer was increased from two per cent to ten 
per cent with effect from 1st January 1988. Further, 
a dealer is liable to pay tax on the purchase of goods 
(other than those specified in schedule B to the Act) 
when purchased in the State without payment of tax 
and used in the manufacture of other taxable goods 
which are despatched outside the State in any manner 
other than by way of sale. Further for non-payment 
of tax due as per returns, the dealer is liable to pay 
interest at one per cent for the first. month and at one 
and half per cent thereafter. 

A dealer of Hisar was assessed (July 1989) to 
tax of Rs. 8.80 \akhs on the. basis of prorata value of 
goods purchased from within the ~ tate during. the year 
1987-88 and. used in the manufacture of goods consigned 
outside the State. A surcharge at the rate of two per 
cent on the tax of Rs. 3'.18 lakhs relating to the period . 
from 1st January 1988 to 31 March 1988 was levied 
instead of the· correct rate of ten per cent. Further, 
while finalising the assessment (July 1989) the Assessing 
Authority omitted to levy tax on the prorata purchase 
value of. consumable stores valued at Rs. 7.39 lakhs used 
in the manufacture of goods consigned outside the 
State. The mistake on both the counts resulted 
in under assessment of tax of Rs. 50,452 (Rs. 25,488 
short levy of surcharge and Rs. 24,964 under assessment 
of tax). Besides, interest of Rs. 12,602 (Rs. 5,227 interest 
on short levy of surcharge and· Rs. 7,375 interest on non 
levy of tax) was also chargeable for short/non payment 
of tax alongwith · the returns. 

On the omission being pointed out .(July 1990) 
in audit, the Department admitted the mistake and 
referred (February 1991) the . case to the Revisional 
Authority for suo-moto action. 

(vi) Under the Central Sales Tax Act, 1956, tax 
on sale of goods other than declared goods to un­
registered dealers in the course of inter-State trade or 
commerce shall be calculated at the rate of ten per 
cent or at the rate ·applicable to the sale or purchase 
of such . goods inside the appropriate State, whichever 
is higher. l n Haryana, airconditioners . and water coolers 
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are liable to sales tax at the rate of ten . per cent and 
twelve per cent respectively plus two per cent surcharge 
(Ten per cent surcharge with effect from ·1st January-
1988) on the amount of tax payable. In addition, 
interest is also chargeable · from the dealer for non­
payment of tax alongwith returns. 

A dealer of Faridabad made inter-State sales of 
airconditioners and water coolers valued at Rs. 40.21 
lakhs and Rs. 7.77 lakhs respectively to unregistered · 
dealers during the year 1987-88. While . finalising the 

· assessment (November 1989), the Assessing ·· Authority 
levied tax on these sales at the lower rate by ignoring 
the element of surcharge. The mistake resulted in 
short levy _of tax by Rs. 27,153. Besides, interest of 
Rs. 7,616 was also . chargeable for short payment of 
tax alongwith the returns. · 

On the omission being ·pointed out (July 1990) 
in audit, the· Department referred (November 1990) the 
case to Revisional Authority for suo-moto action. Action 
taken by Revisional Authority has not been intimated 
(January 1992). 

The above cases were reported to Government 
between October 1990 and ·March 1991; their reply has 
not been received (January 1992). 

2.8 Under assessment due to excess rebate 

(a) Under the Haryana General Sales Tax Rules, 
1975, a registered dealer may reduce the amount of tax 
paid under ·the Act at the first stage of sale of goods 
purchased ·by him, from .the amount of tax payable by 
him on such . goods or goods manufactured or processed 
therefrom, when sold within · the State or in the course · 
of inter-State trade or commerce, or in the course of 
export outside the territory of 1 ndia. 

(i) A dealer . of . Hisar purchased raw material 
valued at Rs. 129.47 lakhs during the year 1988~89 from · 
within Haryana State after payment of tax and used the 
same in the manufacture of taxable goods. Out of the 
goods so manufactured, goods valued at Rs. 105.83 
lakhs were transferred to his branch offices outside 
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the State on consignment basis. While finalising assessment 
(December ·1939) the Assessing ·Authority aliowed rebate 
of tax on enti.e pu1chase:s of Rs. 129.47 li.ikhs instead 
of limiti!IJ it in . proportlon of goq.:Js said within the 
State o.- in the coursa of int.;,;.,.Sta~e saies. Tne mistake 
re3uited in ex:;d:>3 r;:::ief of t<:x ·of t',$. 4,2::.:,3·10. Besides, 
interest for short p.wment of tax was eiso chc;rgeable. 

On this bsir.g pointed out (July 1990) 
the De1Jart.11ent accepred th.a ornis.sion . and 
(February 1991) the case to the F.evisional 

·for taking suo-moto action. 

in audit, 
referred 
Authority 

(ii) A deal.er of F.:iridab•'1d p1.irch<.sed gl3ss bo~t!es 
(taxable at t:1;; stage of fn·ot s~h~; ,~-~hwed ttt Hs. :i.!;:~.~ri 
Iakhs during ti1e y./:iar 1 ~:H30.-8~ ~i~t;.;;i µ::~'yi11rJJ;t o~ t~~x. 
Glass b~Jilia~ v.::i;.1ad dt tis. 27.10 i1~!d·~& L~Soii in Iii£~nu­
·factu;·e t p;l~i<in~ f o(" t..l.J\.:;l1L3' Qr..>OciS in!;i;..:i:;:i.;.~d bi.;,·:~~t.S 'ii~: JLli;ci 
at Rs. 7.2 i id-Ki1.s fof br~n,~h tr2.i1:.)le;.s -not cor;:~~de;\!:(i as 
sales. At the t~i11e of as.;::;:~;srnd-i·1~ (r\U:J~1.;t "l 9~\!=) i' the 
Assessin'J -;\ut~·h;.·ity vvni:ti · dj3.;:Hv·,h·ing ret,~te on Vt11ua 
of bottles used in b.-;;r.,~h ti'2n:;t.:;; goods, c;.>icuk•ted 
tax. at four pei' cent plus ~an paf cent sm\?horga on the 
amount of tax insto.:od of co:r0:;t rate of tax on the 
purchase value at · t!'ia rat\Ol of t\'\1\~lve per cent plus 
surchaigs. Thus, ag.:tL1:>t il:Jn1\~~~ni0 rebatg of Rs. 2.62 
lakhs, tna deaiar was iJll0Yv.;;d .rebut":.: cf Hs. 3.26 lakhs. 
The mistake result;;id in under a;;s>&ssmsnt · of tax of 
Rs. 63,561. 

Ori th3 omission b;>inJ po~n~~d o'.lt (Ju;ie 1990) 
in audit, t.1e Oe,Jartment rdf¥; :3d i,i\iova;i1b0r 'i-880) the 
case to Revisional Auti10rity for suo-moto action. Further 
repoft h3S not b3en received (January 1992). 

The above cases were reported to · Government in 
October 1990 and November 1990, · their reply has not 
been received (January 1992). 

(b) Under the Haryana General Sa!es 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 ·1eviecj 
on rice is, however, reduced by the amount of purchase 

. . . 

/' 
-
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tax pajd in. th!3 State •. on paddy out of wh'ich such rice 
_has been . produced. Similar set off of· purchase tax is 
also to be given from the tax levied on the sale of 
rice in tha course or in~a~·-St-:Jt.;i trade or commerce 
under the Central Saies Tax )\ct, 1956. 

(i) A dea!er of' Pa':·:ipat husked 25,448 quintals of paddy 
valued at Rs. 42.48 lakhs during the year 1987-88. 
The · a\terage purchase price of. such pnddy used in· 
husking rice worked cut to Rs. 'i 06.9'i per quintal. 
Out of .rice so ab·t:iined from the paddy, the dealer sold· 
3889.67 quinta!s of rice valued at f~s. 'i 7 .81 lakhs to 
the District Food and Supplles Contwlie;· (DFSC} and in 
the local market. \tVhiie fhi:iFsinG r.::ses~,ment (April 1989), 
the Assessing A1.1th9rlty r,\loi, .. i~d retJ<~tfi f:'oru 1.he tax 2ssessed 

. on sale of rice by tskin·;i avor<ige, purchase price o'f paddy 
at Rs. 263;30 per qu;nt~'d irist>Jad of Rs. · 166.91 per 
quintal re3ulting. in excess ralief · ot tax· of F:s. 19,582 · to 

· ·the assessee. Besides p2n::lity, int0rest of Rs. 3430 for 
short payment of tax wes also· leviable. 

~ On the omission: being pointed out (July 1990) 
j.n audit, the Assessing Au1.hori\yrdf.;.rEd (i\k·vembcr 1990) 
tl1e case to the Revisional A:.:thorhy for suo-moto action. 
Further report has · not been receiveo (January 1992). 

(ii) A dealer of . Jagadhri husked 94,435 quintals 
of paddy which was assessed to tax on its purchase 
value. of Rs. 147 lakhs during . the year 1986~87. The 
aver9ge purchase price of such · paddy, thus, worked out 

· to Rs. 155.66 per qu,inta!. · While finalising . r,!Vlarch 1990) 
a_?sessment, . the _Ass..::ssing Authority . errone(•Usly allowed 
rebate on the purchase value of paddy at the rate of 
Rs. r63.72 pe~ quintal instead of Rs. 155.66 per ·quintal. 
The mistake resulted in- under assessment of tax amount­
ing _to Rs. f9,2.39. Besldas, interest. and penalty for. 
non-payment of tax alongwlth .. returns were .also leviable. 

On the omission being pointed out· (July 1990) 
in audit. _the ,~ses~ing AJJ.t~o;ity re-eJ!:amlned the case 

· and rec~1fled (December 1990) the mista~e · aft'er taking 
into accoun~. 'the . quantity of 'pa'ddy actually . husked 
from the sio,ck. 'of preyious ye·ar and the . paddy purchased 
during the ' year 19'86~$7 an"d rai'sed additiOnal demand 

·of,-Rs. ~1,73.$:- ~includi11g ,in~eres_t and, penalty :of Rs. 17,236. 
Report on ,recovery is awaited (January 1992). 
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The above cases were reported to Government in 
September and October 1990; their reply has not been 
received (January 1992). 

2.9 Non-!evy of purchase tax 

Under the Haryana General Sales Tax Act, 1973, 
a dealer is liable to pay tax on the purchase of goods 
(other than those specified in schedule B) when pur­
chased in the State without payment of tax and used 
in the manufacture of other taxable goods which are 
despatched outside the State in any manner other than 
by way of sale. Further, for short payment of tax the 
dealer is liable to pay interest at one per cent for the 
first month and at one and half per cent per month 
thereafter. 

(i) A dealer of Hisar purchased, without payment 
of tax, raw material such as zinc, sockets, plastic rings 
and other consumable stores valued at Rs. 355.30 lakhs 
during the year 1987-88 from within the State and used 
them in the manufacture of other taxable goods. Out of 
the goods so manufactured, goods valued at Rs. 1132 
lakhs were transferred to its branches outside the State 
or sold them on consignment basis. While finalising 
the assessment (September 1989), the Assessing Authority 
levied tax on the proportionate purchase value of zinc, 
sockets and plastic rings used in the manufacture of 
goods, sold on consignment basis or t ransferred to its 
branches outside the State but omitted to levy tax on 
the proportionate purchase value of consumable stores 
valued at Rs. 34.28 lakhs used in the manufacture of 
goods so transfer;ed to its branches or on consignment 
sale. The omission resulted in short levy of tax (in­
clusive of surcharge) of Rs. 2.85 lakhs. Besides, interest 
amounting to Rs. 71300 for short payment of tax was 
also chargeable. 

On the omission being pointed out (June 1990) 
in audit, the Department referred (January 1991) the 
case to the Revisional Authority for suo-moto action. 
Further report has not been received (January 1992). 

(ii) A dealer of Karnal purchased, without payment 
of tax, goods valued at Rs. 192.55 lakhs during the 
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year 1,986~87 from within the ;state and. used •. them in' 
the. -manufacture • qf' :other goQds. · Out of manufactured 

. goods, goods valued at Rs. 139.:29 lakhs were consigned 
· :out of Haryana which included· gpods valiJ~d ·at R.s: 6543857 

·in : which ,.gci.ods purchasec.I· wit!Jout ·payment of tax , Were .. 
. used. .Whi!e. framing ... ·· '.assessment· (December : 1989) the .. 
Assessing·, Authority · ·worked: out the . purchase ~value. of · 

.. goods · lls.ed · In. the : .manufacture. · ol .. goods· transferred , 
, on : consigr;iment basis·, ·(Rs. :65:43857) .to ·;.Rs 8:54 . lai<h!; 

by adopting,. incorrect figures qf. grqs~ turnover(Rs. 70501:.639 
instead 'off Rs .. 631162641 and goods sold (Rs;. 3128121. ·. 
instead. of Rs. '65438.57).,The val.u~ df .goods used in the manlJf~ 

. acture ofgoo ds consigned out of:Haryana actually .·worked· out 
to ~s. 19.~6 lakhs. The.mistake resulted in short assessment .of . 

. · ~ax of Rs.46,595: Besides, i.nterest·ol Rs. 22135 for short pay7 ·. 
ment of /tax was also chargeable.· in.addition to ma)(imum: 

·penalty' ,of Rs, 69;89.3 leviable 'under· the ·Act ibid. 
- . ;;.,·'·. ,. .- .. , .. 

,, ,::J:·. . - ·._ .-.. --~) . - -·:_·r : .-. - . ,o .!· . - -~<·. _. -·-

.. On: ~he omission. bein'g p,dinfed out (August 1990) 
in audit,' ·,the.·.· Department referred, . (April 1991) the case 
to Revisioriak Authority . for . suo'-moto .. ·action. Further 

.. r~port .. has not been·, received·, {:January ';1992). .· .. 

,... o'ii) A. dealJr of Bhiwari'i •.purthased . ~a~ ~~terial, . · .·. 
. valued at' Rs. 95.99. lakhs frorri. ·within the ·state during .. 

the year 1985'~86 and used the: same in .the manufacture.' 
of taxable goods. Out of· the goods 'manufaCtL1red; goods .. · 
valued ;at Rs, 67 Jakhs . were!, sent ··outsk!e' .the .. St(lte . 
as branch . transfers and sale• .:91:r .c:onsignment' basjs. 
While finalising assessment (Augu~t J 987), the Assessing 
;Authority. erroneously ;Worked out tf')e proporti,onate. purcha~e 

· value· of raw . material used: in. the, rhanufacture .. of.· .. consign> 
.·· ment sale/branch transfers at R:s:\ •53.52 lakhs instead '•of; 
' Rs. 58.5p lakhs Jor cJevy . of purchase' tax: ... The, mistake 

·' . resulted in·. ~under assessment': of tax · amounting Jo 
· Rs. · 20~.102. Besides, ; interest an'd penalty amounting fo. ·. 
, Rs. 16,032 for non ·: p~yment ·. of, tax alongyvith re~iJrns .. 

was alsb char~e.able. · · · · · · . •· 

.· .· . On the omissi0n 'b~ing ,· pained out .(September 
1989) .. in·•·:audit, the. AssessirlQ Authority··on· re-examination 
rectified the • mistakei, pnd raised ($eptember• 1990). addi-

.. tional Cl€linand . ·ot; •Bs~ ·· 36;134 • :including interest: · aiid · 
· penalty of: Rs,. 16,032.: · .. . · · · · /: 
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The above cases were reported to 
between November 1990 and April 1991 ; 
has not been received (January 1992). 

Government 
their reply 

2.10 Loss of revenue due to delayed assessment 

Under the Haryana General Sales Tax Act, 1973, 
if a dealer does not furnish returns in respect of any 
period by the prescribed date, the Assessing Authority 
shall, within five years after the expiry of such period, 
after giving the dealer a rearnnable opportunity of being 
heard, proceed to assess, to the best of his judgement, 
the amount of tax, if any, due from the dealer. 

In the case of a dealer of Karna I, assessment 
pro~eedings for the year 1982-83 were initiated by 
issuing statutory notice for the first time on 28th 
July 1989 and the assessment was framed (August 1989) 
ex-parte creating a demand of Rs. 1.29 lakhs as the 
dealer had closed down his business. The dealer, however, 
went in appeal and challenged the assessment on the 
ground that the assessment proceedings were initiated 
after the limitat ion period of five years. The Appellate 
Authority held (April 1990) that the assessment made 
by . the Assessing Authority could not be sustained as 
it was barred by time. Failure of the Department for 
framing late assessment resulted in loss of revenue of 
Rs . 1.29 lakhs. 

On the omission being pointed out (September 
1990) in audit, followed up by reminders in December 
1990 and February 1991, the Department has not furnished 
any reply (January 1992). 

The case was reported to Government (November 
1990) ; their reply has not been received (January 1992). 

2.11 Suppression of sales 

Under the Haryana General Sales Ta x Act, 1973, 
if a dealer has maintained false or incorrect accounts, 
with a view to suppressing his sales, purchases or stocks 
of goods or has concealed any particulars or his sales 
or purchases or has furnished to or produced before any 
authority Ul'lder the Act, any account, ret urn or information, 
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. '.!Vhich is :-A~lse• of. incorrect ·.ill a;n~ · mater1al ·.particular, . h~ 
·is liable toe•· pay, by: way of penalty in addition to th.9 
tax to· .which ·tie. is assessed ·or. ;is liable ·to>be assessed,. 
"n a mo uni which shall not be ·:les's than twice and not 

··•· ·more thariJiveJinies ,(three times with.effect from 1-1 ~198S) .. 
. the amount' 'of tax· which wbuld ·have .. been avoided~· 

. ; if .• the •. turnover. as rnt1Jrned . by[ slich .··· dealer . '.h.ad been 
accepted .as .. correct. 'Besides, interest is . also.\ chargeable· 
'ffom the; 'dealer.• fof -rion/short payment of .. ta~ . alc:ingwith 

.. ' ' returns. ; . ' . . . . :.·: ' . . 
·:.'r· 

(if·A dealer .•· of,Fa~idaba;;f\:iecl~r~d·· in .his returns . 
. fdr' 'the ··ye~r 01986-87, (3165 Kgs .. 'ot scra.p'.:,genera~ed Jn 
the ···manufacture · of 12935 numbers .. · of radiafors; The 
Assessing· Authority/ Yo1hile ·. framing ... · as.sessme11t •. (March .. 

. 1989) ·determined .the quantity:· of. .scrap •at 13, 130.9P. 
· .·.· · Kgs, .· by •inadvertently•;. :adopting· , the production of . 7756 

r<;1dia.tors. ,)"he . correct quantity;,· of; scrap generated on 
.•. declared production ' of 12935 radiators worked out tp 

28211.23: Kgs: This r~sulted iri.to suppression of sal~.s < 
. ·amounting ,to Rs. 2.53 . lakhs resulting in $hort levy · qf 

tax of Rs. 20;672~ Besides, . 'minimum :penalty of J1s .. 
41,344 and. interest of. Hs .. 14800 was· also leviable. 
for .. short: payment ~bf · .tax along\Nith · the . returns. · · 

• . "·· . . ,_, .,_ • c ·' . • • 

· .. ' . : - . 

· ·· On : the omissiofJ . being : pointe'd. o~~· ,, ( becerrib.~r < 
1989) in :audit; . the Department referred (August .· 199.0) 
the, case·. •to RevisionaL. Authority' for ·.·taking.· suo-ino~o, 

. actio,n who r~lised (April: 1991) ~dditional demand . for 
· Rs .. · 35;473 . (including ··interest .of· ·Rs: 14801} . with diJ~ . 

. , action.· to· •the ... Assessing •Authority> for . imposition .... of •· 
penalty. , on . account < of suppression . of sales ... · Penalty 
proceedihgsJ1ad •not yet, been fi'nalis~~. (November 1991.). 

(ii.f 'A . btick'·:kirn·· owner ;,of•· Hisar. in; his·· tradih~· .. 
.... , account fl)r· the year>•1984-85,: s~:owed purchasEl 9r .. 149.88~ .... 

· tonnes of coal, wrth< 72 tonnes. as open mg stock.. ·. 

~. \ ' 

He was aqc6rdir\gly assessed (July 1985) to tax amounting · · 
.. to Rs. ·. 32,253. · While · examinihg •.·:the ·. ci,ssesslllent.: order. •. 

(June• 1986); it . was . notice.d: in. audit~ that 19 :goods ,. 
receipt. sheets·· ((3fl's} duly verified ·· by ~he·- Assessing· 
Authority • wi.th · reference )o . proper: pagE) ·· J1umb~r • of· cash 
book and · 1edger .·regarding _purchase of .C()al ··were ,found 

. placed in ·the deale(s Jile and .according' to· ·these GR's 
. the total;: ,quantity_~ of> coal pu~chased ·worked c;iut ; fo 

'I 
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275.125 tonnes and not 149.880 tonnes, thereby resulting 
in suppression of purchase of. 125.245 tonnes of coal. 
This resulted in under-assessment of tax of. Rs. 15,814 
and a minimum penalty of · Rs. 31,628. 

On the omission being pointed out (June 1986) in ~· 
· audit, the Department moved the case for suo-moto action 

(January 1987). The Revisional . Authority remanded the 
case (September 1988) to the Assessing Authority for 
making detailed enquiry in regard to the purchase oi 
coal. The Assessing Authority, after cross verification 
established (November 1990) that purchase of 125 .246 
tonnes of coa I was suppressed and created an additional dem­
and of tax and penalty of Rs. 47816 (Rs. 15816 plus Rs. 
32000). Report on recovery has not been received (January 
1992). 

The case was reported to Excise and Taxation Com~ 
missioner in September 1986 who also confirmed (January 
1991) the raising of demand of Rs. 47,816. 

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

2:12. Irregular grant of exemption 

To encourage cottage industries, tiny . rural industries 
in Haryana, Government under section 13 of Haryana General 
Sales · Tax Act, 1973, exempted all classes of Co-operative 
Societies and persons running cottage industries and other 
units located in rural areas from payment of tax on the pur­
chase or sale of any goods. The exemption is admissible 
from the date of submission of application for exemption to 
the department after obtaining certificate of genuineness 
from the Board constituted under the Khadi and Village 
I f!dustries Commission Act, 1956 or from Haryana 1 ndustries 
Department. · · 

A dealer of Gurgaon made sales of Rs. 15. 36 lakhs to a 
dealer of .Maharashtra in the year 1987-88 and was granted 
exemption ·from payrr.ent of tax on such sales. As the dealer 
was not granted any. exerr.ption under the Act, the exe rnption 
allowed to him was irregular . The emission resulted in 



..... ·-. 
11 .·.·... . 

. stigrt. assessment 6f. ~ax pf ·Rs .. r. 5.4 lakhs.• . B~~ides., in-·.·.·· .·· 
terest of. Rs. 3J,488was also' chargeablfil, for non~payment of ·tax: · ~">-. , ~ · - · · , · 

- .. ·-

.·. ··.On the omission. belnci·: 'pointed. >«Jut (Jahua,ry 1991) 
in audit, the .Department raised. (June 199J )can 'additional· 
demand· of <Rs. 1 : 85 Jakhs (includjng : interest of Rs.· 
3lA88)~ .· . .. ·.· . << 

. '· The case JJas reported· to Goveirn'm~nt in Ma.rch 
the,ir :reply has/not been received> (.Jan\iary 1~92), ·· 

,· •··.. . .. "·-_:· - . 

under the. Haryana Ge.neral' Sales Ta)f ·Act, 1~73; before: 
any _dealer furnishes the returns,. he shall; iri .. the . prescribed 
m~nner, pay ir1td a Governmenttreasury or th.e : .. Re~erve , Bank . 
ot· tndia or_the •. State Bank of India the full amount of tax 

. d~e from himt,.1nder 't.his Acfc9ccording to' such returr:s and shall 
. furnish' alongwith . the returr;is, receipts, from· such .: treasury . 

ot,bank showing the payment of su'.ch ··· amolint. Failure 
to.pay. tax . alongwith returns: :entails. penalty not exceeding 
on~ and a half' .times of the. amount (of tax to .which the 
de'aler is assessed. .Further, interest is als·o· chargeable • at 

· orie per cent · p¢r month for the first· month and atone arid a 
half . per cent ·:·thereafter. : · .···· ·.·· '·.· 

. - ' -~ ·-" . -

·. . A dealer at Narwana did not .pay any tax with; -the . re­
turns. during the year 1988-89. In the as~essmerit flnalisedfo. 
M1;1.rch ·1990 the· Assessing. .Author.ity. ~aised a' demand·· of :>, 

· Rs; 21~690. Thlf.·dernand was, however; erroneously· .. shown. ·' 
as paid in the· 'disposal· register a·nd demanq: noti.i::e was ntit . 
issued, · This i resulted . • in non. recovery of tax · o·f • Rs, 
2"1,690... Besid(3s; interest ·of ~Rs.· 3,472 " apd. peni:1lty Jornon-
payment of ta~ .• \;vas also :chargeable.> .. . . .. 

' - - ,. __ 

On the omissibn being,. ,·poi11ted: .. put. (July .1990). 
in audit, the Department accepted . the mi,sta~e and rei:;overed . 
·(February 1991) tax of. Rs. 21 ;690.·\TheDepartment further 
stated" (July '991). that '.interest · and 'penalty of: Rs: 8737 
has bee11 levied; and is .. under the process. of. recoverv.~ 

- '.:':·.'./' - - - .. ,, ". . .. · 

.. ' The ~case0as reported ·to Goyer.r:iment-(Januafy 19,,91 ); · .•.•. 
their reply haf not .·been· r.eceived . (JariuarY 199g.t : ·. · · 
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2.14. Non/ short levy of Interest 

Under the Haryana General Sales Tax Act, 1973 and 
Central Sales Tax Act, 1956, a dealer is required to pay the 
full amount of tax due from him according to his return 
wh ich is to be submitted by the prescribed date. In the 
event of default , the dealer is liable to pay interest on 
the amount of tax due at one per cent per month for the 
first month and at one and a half per cent per month 
thereafter, so long as the default continues. Further for 
failure to pay the tax due according to the returns, the 
prescribed authority, after affording the dealer a reasonable 
opportunity of being heard, may impose a penalty not 
exceeding one and a half times the amount of tax to 
which he is assessed or is liable to be assessed . 

./ (i) A dealer of Bhiwani did not pay tax due alongwith 
returns during the year 1985-86. While finalising assessment 
(February 1990), the Assessing Authority created additional 
demand of tax of Rs. 35,706. Besides penalty, interest 
chargeable amounting to Rs. 27,470 for non-payment of ta x 
alongwith the returns. was not demanded. 

On the omission being pointed out (August 1990) in 
audit, the Department raised (August 1990) additional demand 
of interest of Rs. 31 ,218 calculated upto August 1990 and 
further stated (January 1991) that action to impose 
penalty would be taken separately as the dealer is not trace ­
able as yet. 

(ii) In the case of a dealer of Faridabad, the Assessing 
AuthoritY while finalising (March 1990) the assessment for 
the year 1983-84 erroneously calculated interest for 65 months 
instead of for 77 months. The mistake resulted in short levy 
of interest of Rs. 31,878. 

On the mistake being pointed out (March 1991) in 
audit, the Department created (March 1991) demand of Rs. 
31,878 and issued (June 1991 ) recovery certificate for 
additional demand to the Collector Guwahati. 

The above cases were reported to Government in Nov­
ember 1990 and April 1991; their reply has not been received 
(January 1992) . 

-< 
I 
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2.15. Non-prodUiction of a.ssessment files 

. During the year 1990-91, 632 assessment files, relating 
to 23 units assessed by the Assessing Authorities during 
the· year 1989-90 involving taxable tur11over amounting . 
to Rs. 8336.65 lakhs in ·505 cases were not produced to 
A.udit for scrutiny. In the remaining 127 ,cases taxable 
turnover was not found recorded iri the disposa I 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 as recovery of under assessm:mt,. if any, pointed 
out by Audit might become time · · barred by the time 
these files are produced to Audit. 

The matter was reported to the Department between June 
1990 and April 1991; their reply hgs not been received. 
(January 1992). 

2.1.6. Recovery at the instance of Audit 

In 136 cases under assessments of tax or nori-levy of 
ir:iterest and penalty amounting · to Rs. 7. 61 lak)ls were ac­
cepted by the Department and the amount was also re­
covered between May 1990 and May · 1991. 



CHAPTER 3 

STAMPS· AND REGISTRATION FEES 

3.1. Results of Audit 

Test check of records in departmental offices, conducted 
in audit during the year 1990-91, r€lvealed short levy and 
non-levy of stamp duty and registration fee and other 
irregularities amounting to Rs. 135: 74 lakhs in · 1555 
cases, which broadly fall under the following cate.gories : 

1. Loss of stamp . duty and 
registration fee due to under 
valuation of properties · 

2. Evasion of stamp duty and 
registration .fee · 

3. lrrEmular exemption of stamp 
duty and registration fee 

4. Short/non-levy of stamp duty 
and registration fee 

5. Other irregularities 

Number of Amount 
cases (In lakhs 

of rupees) 

770 84.60 

181 17. 32 

267 7.65 

212 3.98 

125 22.19 
1555 135.74 

. Some of the important cases noticed in ·1990~91 and earlier 
y'ears are mentioned in the following paragraphs 

3.2. Irregular exemption of stamp duty 

Under the l ndian Stamp Act, 1899, as applicable to 
Haryana, Stamp Duty in respect of an instrument of mort­
gage (where possession' of the property or any part of the 

80 
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property corrip~ised · in such deed is"pot: giv~·n} is chargeable 
... at one and a half ,.Per.cer1t of the amounfof 'JOan secure(( by 
.. such instrument .. ··.Further, Government':Vide ·their ·notification' . 

dated Bt,h .: •· Augusf J981, · .· relj:litteci . Sta[lip . Duty.' · 
.,.9hargeable, undet ·the)Xct .. ibici'in .. r~spect· of .. instruments• 

.. of.mortgage <.cieeds without posses'sfon executed by Small 
.scale · lndusirial: Concerns in<favour · of the ... •Haryana. 

'., FinanCialCorporation,Jor >loans· .secured. by them. from the 
·Haryana Fina~cial Corporation. · · ·.· · · · · · · 

',· In the Office of sub'-~egistrar, ~~llabga0rh( all<'instrum¢nt 
{if 111ortga'ge•: ·.·(without. .pqssession• of property) for securing.' 
.a fo,an of .Rs",,.51. 30 lakhs was ex~cute.d ·. (August ,1989) in 
favour ofthe Haryana· Financial Corporation by a firm which 
was nqt a S,mall Scale . Industry , on .non-judicial stamp .• 
paper of Rs .. 18 instead ofexecutioh.\of th.e same with Stamp. · 

. Dl!ty at one; and a ,half ,per cent /o(the amount of: loan, .·. 
secured .. This resulted in shorflevy of Stamp· Duty, amount,. ·. ·· 
fag to Rs. 76,932. · · :,;, · ~· · · · ·· · 

-'1, - .. . ,; .· .. •.:_ .-

'. ,."",: 

· . On t.he omission ·being :: pointed 01.1t (Dec~ITlber ·1990) . . .· 
. i,n audit, the S!Jb~Regi~trar issued {December 199Q) notice for, : ' 

· · recovery~. The matter was. again brough~ · to ·the, , notice ot: , 
: the Department in February . 1991; Further development ha~r 

.•. ~ot .been 1 inti.mated (January 1992); <;: · 

The case>was· reporf~d : ~oG~ver~me'nf in.March 1991; 
.· t!ieir repiy has not ·been ·received {January 1992); 

3~3. !Evaslp'Bl .of'sta!rn1p,idlu.nty >- · , .. · 
··.· l'he Indian ·st~rhp 'Act, 1899, · as'appl.ic~ble .. 10 ·Ha ryaria~ r> · · 

· envisages ~ha~the Consideration .•. and'°all! other•.··· f~cts and 
circumstances· affe'ctin g ' ... the chargeability of any ,instri.Jl"!'lent . 
\111ith duty oj'the amount of duty. with' W,hich it is. ·.charglilalble ' 
should be ;:fully and truiY':.set. forth therein~ The. Act 
furth,er provides .. that :any person, who with : intent to. { 
defraud .. the Government, executes ;a ny 1 instrument· ·jn which · .. 
ail.the facts and cir .. cumstances.required•. to be set forth• in 1 

•.. 

· s4ch an instrument are not fully ~fet .. forth, .. sham be'punish=. · 
able with· ::a.fine which. 'may' ext'end to· 'five thousand 
.rupees. · · .. · .. · ···. · ·· · ·· · · 

· ..• in ~ P·unha·na , an. · agr~ement . td ::·s~I! .· agri~iJhurai · lahd ·. 
'measuring 11.05 a.eras for Rs. £L74 l~khs was exe~uted .. end 
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recorded with the document writer in March 1989. 
Subsequently general power of attorney was given in June 
1989 by the vendor to a blood relation of the persons with 
whom agreement to sell was entered into, conferring the 
usu a I rights to dispose of the property by sale. The vendee 
to whom general power of attorney was given in June 
1989 sold the land to his sons for Rs. 1 . 98 lakhs against 
the value of Rs. 5 . 74 lakhs recorded in the agreement to 
sell. The sale deed was executed and registered in July 
1989 for a lesser consideration thereby resulting in evasion 
of stamp duty amounting to Rs. 47,000. Besides, penalty 
for under valuation done was also leviable, but not levied. 

The omission was pointed out (June 1990) in audit; 
reply of the Department has not been received (January 
1992). 

Government to whom the case was reported (March 
1991) intimated (August 1991) that the matter has been re­
ferred to collector for adjudication. 

3.4. Short levy of stamp duty on lease deed 

Under the Indian Stamp Act, 1899, as applicable to 
Haryana, on an instrument of lease, stamp duty is charge­
able on the basis of periods of lease and the amount of 
the average annual rent reserved. 

In two cases involving short levy of stamp duty Rs. 
22,400 and registration fee Rs. 925 due to misclassification 
of instruments, the whole amount was recovered on being 
pointed out (July 1990) in audit. Other cases are given 
below: 

In the office of the Sub-Registrar, Panipat, three lease 
deeds for a period of 99 years were registered in July 1989. 
Stamp duty on these instruments was charged on the basis 
of basic rent instead of average annual rent. This resulted in 
short levy of stamp duty and registration fee amounting to 
Rs. 28,682 (stamp duty : Rs. 28022; registration fee : Rs. 
660). . 

On the. mistake b~ing . pointed out (November 1990) in 
a~djt, the 013partm~nt . siccepted the short recovery and 

____, 

\ 
·~ 
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.. issued · · ,,notices for recovery ifl :,:November <1990. . Further 
progres$ has not bee~ " received> (Ja'.nuary H!92r ·. 

;··· : .-· -~ -~.: --< .'.:: '. : 
... ·· .· ... The case was reported to A3qvemmenf (January 1 ~91}! 

. their reply has not been .. re.ceived. JJanuary.1992). 1 . . 
. . ." ' . •. r , .". - '· •. .. . . <. - - - ' '. -'~ .-. • : - - - ' • ••• .".. • = ; -

; .. · . 

. " 3.5. · · E\J~sltm of ~f~r11pd~ty an~~f~gistfat·i~n.fee thiroaigh 
. pow3r C)f attorney · · ·· · · · · · 

Th·e. indian Sta~p Act," 18~9 and the .I ndiafr 'Registration ·. 
Act, 1908>; as applicabit:> .fo Haryana require that where power 
of Attorney! 'is·giyen . fo( a: considerntioil ·and· it ··authorises the ·. ·. 
attorney to· sell 'any immovable . prqperty, the deed is liable 
to stamp : duty ·as i.f it is an instrument of .conveyance for 
the amount . of consideratiorr set · forth .therein.. Government 
.instructed· ( Octobe·r 1976) that vvhere a person purchasing ah 

... . immovable, pr9perty for further·. ·sal~ ,did not get ·the con~ 
: veyance .·deed executed in his favour· and instead, on· 

. payment pf saie
1 

• conside,r~tion, obtained a power· of attqmey· 
. ·: from the vendor . authoriSing .. him to sel! th~ prqperty,. further 

to any party, at his .discretion on behalf ··. of the vendor; 
' the powe( .. ofaft9rney cshould be subjeCted ·.•· .. to stamp . dlity .· 
and registration .fee for ;the sale '.con.si.deratio.n in terms of, 
article 48'(-f) read witb• article 2~ · of schedLJie 1-A to the 

' .. , Indian •. ·' S.tamp .. Act, 1899~ . · 
' ... - ,· 

· OuringJhea~dit otSub-'Regishar at Nuh •it. w~~ notidecL . 
(June .1990) that an agreement .. tq sell was ... eXe.cuted (July 
1989) a~te,r receiving full consideration of Rs~ 1 ~90,000 al1.d 
handing · over the possession of'properW to .tbe purchaser~· 

·· .. Simultaneously. power•·of·attorrieY. authorising >the'attpmey. 
to dispose . of property , in any rnanrier and to sign the·sale 
dE)ed was· given; Stamp duty. amoupting "t<? Rs. 23~750 . 

· was leviable on consideration; as applic.able to· a sale· deed 
. ·. whereas ·• stamp duty or Rs. 15. only W?S c'harged. This .. 

resulted in short levy.· of stamp··· 'duty amotfnting. ·:to Rs . . 23,735~ . . . . . .. . . 

. .· . On the omission beirig . pointect o~qJJne1$90) in audit, .. 
the Sub~Registrar, Nuh ihtifnated. (April l991J that the case 
has been /refer'red to, thei Collectorfqr assessing the proper duty .. 
leviable ;. /.Further repo,rt ··. has not ,been received. · .. 

,_ . - '~: \ 
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The case was reported to Government in June 1990; 
their reply has not been received (January 1992). 

3.9. Recovery at the instance of Audit 

In 76 cases, short levy of stamp duty and registration 
fee amounting to Rs. 94879, where money value did not 
exceed Rs. 20000 in each case due to under valuation of ___...-_ 
properties, misclassification of instruments etc. was accepted 
and recovered by the Department 



, . I , • I ~· ,' 

· 4 .. 1 •. · Res1.n!ts ·at A1.tdit · · .. · . . 

•.•.. ·'/est ch~ck of records, in' departmental office~,··condu~·ted 
.. ii) .audit during the year 1990-91,· revealeid short/n'orMecov~ry ! . 

.. of excise · du.ty, taxeS:on. vahicles amoi.mting · .. to Rs. '606. 35. ' 
· la.khs in 8291-.cases whi.ch broadly , fall under · tile folfowing 

categories · · · t~ . · . . . .. ' . 
"·;·'· 

A State.Excise 

· s:' Taxe~ o~ ~eh.ides ,_,:, 

•"- '> 

··-.··:.- _. 

'·7990 
', -. ,;- · .. 

·:a2s1.· 

. <592:\3 .. 

14.22 . ·,·,..-

··. ·.'·. ',, 
Some of the frnportant.< cases nCltic.ed in 1990-91 arid 

e~r}ier years are mention.e~Jn ·theAo!io~ing 'paragrapf1s~. 
":-·. .. . 

A.,.-::STATEEXCiSE 
.. ' ··-· . 

. (2. State :Excise Duty •. · 

.•.,-

... Excise Duty on alcoholic liquors f~r human·· consumption 
. and on mediCinai and toi.let preparations containing alcohol 
. or opium, Indian hemp< ~and other . narcotic drugs• and 

narcotics in · Haryana is levied and is· ·collecte q under the ~utho~ 
rity of .the .following •. ·centraLand. State' laws. and rules· made . 

. th.ereunder .: : '. · · · · · · .·· · · 

• - ·1 

. (a) fiie:!ylediciJ1a1.···.and Toi_letC,.<Preparat!ons (Excise 
.··.· .. · .. Duties) Act, 1955 and rules~ .rrraol.a· there.under . 

• 85 . 

.. · .. -. 
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(b) The Punjab Excise Act, 19.14 and rules made 
thereunder, namely, the · Punjab Excise Fiscal 
Orders, 1932, the Haryana Liquor Licence Rules, 
1970, the Punjab Liquor Permit and Pass 
Rules, 1932, the Punjab Distillery Rules 1932, 
the Punjab Breweries Rules, 1956, the Punjab 
Sweets (Manufacture) Rules, 1955 and the 
Punjab Excise Bonded.Warehouse Rules, 1957. 
These State laws and rules are applicable to the 
State of Haryana also . 

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

4.2.2. Scope of audit 

. Out of 17 Deputy Excise and Taxation Commissioner's 
·Offices, records in respect of 6 offices of Ambala, Karna I, 
Rcihtak, Jind, Bhiwani and Gurgaon for the years 1987 ~88 to 
1990~~1 were .test checked (January 1991 to March 1991) 
with a view to ascertaining the extent of compliance ·.of 
various rules and orders regarding the levy and collection 
of excise duties. 

· 4.2.3.. Organisational set up 

The Excise Department in Haryana functions under the 
administrative control of the Excise and 'Taxation Com-
missioner. To assist the Commissioner in the proper a.dmini- · 
stratioh of the Department, Deputy Excise and Taxation 
Commissioners are appointed. 

In ea ch of the 17 ·Excise districts there is .one Deputy 
Excise and Taxation Commissioner. From October 1990 the 
charge of excise branch h~s been transferred to the Deputy 
Excise and Taxation Commissioner (Inspection).. Each 
bonded warehouse, distillery , brewery and bonded pharmacy 

· is under ths charge of an officer of the Excise Department. 

r 

~ 
i 
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· T.hese. units s~rye -~s primary: ·units: f~/f le"y and collection of 
excise. duties ,arid allied' levies.· .. · 

- - 4;:2~4. H ig lhilig Ms · 
'r· .. ''-

, . .. Ad-dltnb~al !icenpe, tee amhu.sri~ing to Rs.o tt3S -
lcikhs was npt rrecover~d · Ql'I lifting of excess 'q11.11ota <)f. 

-C:9u111tjy liquor~ - · · -·· · · 
~-,. •" . . ." .. :-

·_ (, ;~~ mport $hutv amountn~9 \o lis?> 2:a7 1a.k!ls 0111. 'the • · · · 
n fynport of b~er ~nd. ~111dfan made fore.ign· !iquor'..in,Haryaiia -
from places 011.11tsich~ the State. was not charrged. · 

·',' •• , -· ·' •• ·:· . : - • '. .• • • _l .- . - • .• • ' • 

·.. -, ~Excis;~du.nty at'revis~d ~at~s·onJndiam njiadeforeign·. 
iiqpl.llor, beer.andl ,r1U1m-am()1L1nting :to .. Rs.· 1;54·.·1aklhs.-w_as 

· not rrecover.ed. , · - ·- · ·· · 

, -Exci~e-'cfow of Rs~ -2.29 iakhs o~-wastag~ Of spin-it . -" 
in. excess of prescrrlbedl norms was not ll"ecoxered~ · · 

/ - ~Reveili11.11e of !Rs. 'IF.jo laklls··'Oln: cancellaition of .- __ · 
·m~ences and! .ir:e.,auction cf the vendls wainrnot r.ecovered 
fro·m. tlhe def~iLlllting licensees,,· - · · · · · · · 

·':\· •.. -Adldi~u~nal excise_~uty··o; ·:·Rs, 2.09 !ak~s d~e fo·.~·-·' 
irregular _adjus\men'\l: ofse,611.11rritywas not rrecove_rredr •. 

_ . . -Reven~.e amollln~i~QJ .~o -Rs.: 1 ~.50 !aikhs. on re~ 
i(!llLlictioll'll of V:euuJls was ll'Dii>t ireatis.edl due to noITT-olbservailJ'Uee' 
of -prescli'ilbeiC! "prnc~dllll!rre •. ·· .. · . . .. - . . . -
~ ' ··:' . 

. ' ~" 

:..., 

. ,. -

- I 
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4.2.5. Trend of revenue 

(a) The revenue realised from state excised uties durinq 
the last four years was as under : ((.i.hu.,.e.:!.) ~ 

~--
Year Total Revenue Percentage Increase Percen-

revenue realised with refer- in the tage ef 
of the under ence to excise increase 
State (In ·State total revenue- (Calumn 
crores of E1Ccise revenue over 4) 
rupees) (in crores (Column the pre-

of rupees) 2 ·and 3) vious ysar 
(in crores 
of rupees) 

--------
2 3 4 5 6 

1987-88 1042.40 158.54 15.21 25.80 19.43 

1988.89 1150.12 192.87 16.77 34.33 21.65 .,. 

1989-90 1356.05 236.68 17.45 43.81 22.71 
I· 

> 

1990~91 1580.64 286.35 18.12 49.67 20.99 

-;-
~ 
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(b) Arrears pending collection 

As on 31st March 1991, arrears of revenue pending · 
collection as reported by the Department were Rs. 429. 30 
lakhs. 

:fhe a·rrears were in the followin,g stages of action : 

Amount 

· (In lakhs of rupees) 

(i) Recoveries stayed by Courts/Government 

(ii) Property attached for recovery 

(iii) In process of recovery by issue of recovery 
certificate -

(iv) Amount likely to be written off 

(v) Recovery being effected in ins~ 

(vi) Other stages 

. Total 

165. 23 

60.45 

54.53 

47.56 

29.83 

71. 70 

42S.30 

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

Year ·Amount 

=:.,"- Upto 1987-88 

~ 
(In lakhs of rupees) 

377.09 

23. 41 

25.53 

3.27 

429.30 

1988-89 

1989-90 

~· 1990-91 

Total 
-------

I 
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4.2.6 Grant of licences under the Excise Acts and Rules 

The number of licences granted in the State under 
the provisions of Excise Act and Rules made thereunder 
from April 1987 to March 1991 as supplied by the 
Department were as under 

Year 

1987-88 

1988-89 

1989-90 

1990-91 

Retail licence o f : 
Country Indian 
liquor made 

2 

556 

584 

605 

747 

foreign 
liquor 

3 

286 

295 

303 

290 

Phar- Other Tota l 
macy licen -
1 i cen ces ces 

4 

45 

48 

48 

51 

5 6 

110 997 

121 1048 

220 1176 

260 1348 

4.2.7 Allotment of rectified spirit to pharmacies 

The 
avai lable 
alcoholic 
1990-91 

Year 

1987-88 

1988-89 

1989-90 

1990-91 

quantity of rectified spirit 
to the pharmacies in the 
preparation during the four 
was as under : 

allotted and made 
State for use in 
years 1987-88 to 

Quantity 
allotted 

Quantity 
lifted 

Quantity 
short 
lifted 

( In lakhs of bµ\k l_itres) 

6 . 70 

7 . 21 

7 . 36 

8 . 57 

5 . 99 

6 . 93 

5 . 76 

7.87 

0 . 71 

0 . 28 

1 . 60 

0. 70 

Short lifting of rectified spirit by the pharmacies 

I 

r 
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L. ! .. IL 1, 

91·•· 
·:'·, 

during 1989~90 was attributed td\th~ restrictiOris imposed > 
PY the . Government on ;medi6inal>preparations> coritajning . 
al_cohcii .·above 20% Voli.Jme by> \fOIUl11El· . . . . . . . . 

-,,, --·. 

4:2.8 . Non""re~oven/of licence f~ef.oradditl~n'ai q~o'I:'~, 
· · · .. ln~ted 6y. licence~s .· ·. · .. _.•· · ' • :. . . '., ;' . ·. ~- ·· 

.. ".:

0

. f·_· .• u ride.r ·the .Hary~na: liquo'r . Lice rite·. R ule.s; •.. 1970, quota. 
country .liquor, 'in .. proof litres; for ··each· vend .·is 

· announced·· •before ·the• vend is : .pi.it . ·to aL1ction. The 
li<?ensee mav .. obtain additional quota · upto 20 ·percent of · 

thei, quota f_ixed for his· \iend .on. .paym~nt ~of full rate of\ 
· excise duty arid additiOnal · lfoence fee at _the rate of: 

half of. the facidence of license (fee calculated .· on the; • 
. original·· lice.nse '.fee of·.· his· vend · ~up_to · the year 1987~88 · .. 
··and · a.t the. <'rate- of State "average :. inciderice -.pf · 1ic_ense': · 
. )eEi . from 19'88-89 oriwarqs. The . licensee :may obtain· an · 

additiOnal quota upto 50 pe( cent : qf the origiriaUy• allotted 
quota on payment. of full _rate ·at• excise duty and addi~ ... 
tional licence fee calcula"ted . at· the-· rate. 0f .· 80 per . cent . · .. 

<of the intiaence of licelJCe fee for:'his vend upto 1987~"8_8·: . 
:and · at S~ate average \incidence ''froin' 198?~89. onward. 
<The Stateaverage. incidence ·for:/the· years)988~.89. and 

·····J989-90 Was Rs. 41':23'arid 85: 43.85pe(proof litre:;. 
·respectively;;, · · .· · .· ·· · · .. . · · . · . 

. : . Ci) . ·.· Fi:e vend·~ ~( country liquo{ l~ four-~istrict.s .of°.·' . 

.Bhiwani~ GLirgaon, Jind 'and Kurukshe~ra· Were auctioned•. 
for the years 1987'.".88/to t989-90 for arf annual quota.: .. 

· of 2;37,000 ·proof. litres. Again~t :this,' the lice·nsees; wet~,~ '" .. · 
a.llC?wed. to·· lift• .. 2)1.8;597. ·aso pfoof:: lit.res, resultinQ .. ir:i_ e~cess ·· · -
· hfttng ··:of .11;597.85 proof litr"es. On the .excess quai:it1tyl\fted, 

'.':·.-'; •. _ 1-• 

. ".' 

'" ·_,. 
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the additional licence fee amounting to Rs. 2. 51 lakhs 
(as per norms referred to above) was recoverable as detailed 
below but was not recovered. 

Year District 

2 

-1987-88 Gurgaon 

Jind · 

1988-89 Kurukshatra 

1989 90 Jind 

Bhiwani 

Total 

Num· Annu· 
ber alquota 
of to be 
ven- lifted 
ds (in 

3 

proof 
litres 

4 

60000 

17000 

25000 

104000 

31000 

5 237000 

Actual 
quantity 
lifted 

(in proof 
litres) 

5 

60990 

17742.5 

25742.5 

. Excess 
(in 
proof 
litres) 

6 

Rate at Addi­
which tional 
ad di- licence 
tional fees 
licence not· 
fee is recov-
recover- ered 
able (Rupe-

(incidence es) 
in 

Rupees_ 
per 
proof 
litre) 

7 8 

990 40.13 19815 

742.5 43.53 16161 

742.5 41.23 15307 

112429.85 8429,85 43.85 184825 

31693 693 43.85 1519"4 

248597.85 11597.85 251302 
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. . On th~ . omrssron being pointe.d ·· out . in audit, the 
Department. rec;overed Rs. 2 .14 lakhs (between .January 
1989 and January 1991). Report on . recovery . of the 
balance. amount has not been received (January-. 1992). 

(ii) In Rohtak and .. Ambala . di~tficts, . 23. . country 
liquor vends : were auctioned (March 1988. and .. March 
1989) in groups to seven licensees for the . years 1988-89 
and 1989-90. Out of 2.3 vends, .9 vends had lifted 
17638. 5 proof litres of country liquor in excess of the 
original ·quota: fixed for those vends individually.· The 
. excess lifting . of quota escaped· the _- notice .. of the. 
Department - as . vend wise issue register had· not been 
maintained. The additional. licence fee· of Rs. 3. 88 lakhs 
was . recoverable on exces's .· quota 'so lifted which . was 
not ··recovered : by the · Department. .·. · 

~ . ~:_ ' . ·:. . . . ' 

Ori the 9mission· being pointed out (October 1990 
and .. March 1991) in audit,. the .. Department. stated (January 
ahd ·March 19~1) that there Was no .·overall excess lifting 
of quota in respect of each .•group·. of vends, · The .·reply 

. of the Department is not ·tenable . as · the permits for 
issue of liquor were being issued to individual vends and 
riot ·to - the .·group as a whole. Further, the auction of 
vends in group was permitted for consequential .increase 
in revenue .only. The m.atter was again referred . (May 
1991) ·to the Department/Government .·followed· up by 
reminder (September 1991 ); their . reply ·- has not been 
received (January 1992). · · 

4.2.9 . Non:-fo\iy of nmport'duty · 
' ·- . 

Under the Punjab Excise Fiscal Orders, 1932 as 
applicable to Haryana · and amended by a Government 

_notification. dated the 2nd_. March 198.9, an import duty 
at the specified rates shall be levied on beer and Indian 
made foreign s'pirit imported into Haryaria . froni any bre-. 
wery, distillery, warehouse or wholes~le vend . located in . 
any other State or Union· Territory. in , India. 

' ' . '· . . . 

Audit sc~~tiny (August. -1990 . and ·. October 1990) 
·revealed that •.. in Ambala, · Gurgaon and·· Rohtak · districts, 
. fiv.e f.icencees imported, after 1st April 1989, 42,960. bottles 

·" 



of beer having strength upto 5 per cent and 3,27,708 
bottles of Indian made foreig n spirit without payment 
of import duty amounting to Rs. 2 . 67 lakhs. 

On the omission being pointed out in audit, the 
Department accepted the omission and recovered (December 
1990 and March 1991) Rs. 2. 44 lakhs. Report on 
recovery of the balance amount of Rs. 23661 has not 
been received (January 1992). 

4.2.1 O Short recovery of export duty on denatured 
spirit 

Under the Punjab Excise Fiscal Orders, 1932, as 
applicable to Haryana, export duty at the rate of Rs. 3 
per bulk litre is leviable on the export of denatured 

L spirit to other States or Union Territories in India by the 
distilleries of Haryana State. 

Two distilleries at Faridabad and Yamunanagar dis­
tricts exported during the year 1989-90, 29200 bulk litres 
of denatu red spirit outside the State. Export duty at 
the rate of Rs. 3 per bulk l itre amounting to Rs. 87,600 
was chargeable on this export but the Department 
recovered Rs. 32,900 resulting in short recovery of 
export duty amounting to Rs. 54,700. 

On the omission being po inted out (June and July 
1990) in audit, the Department stated (June 1991) that 
the notices for recovery were being issued to the licen­
cees. Report on recovery has not been received (January 
1992). 

4.2.11 Non-recovery of enhanced excise duty 

The Punjab Excise Fiscal Orders, 1932, as app licable 
to Haryana, provide for levy of excise duty on liquor 
or spirit and beer when removed from licenced disti­
lleries or bonded warehouses and breweries in the State 
or when imported into the State from any other State 
or Union Territories in India. From 1st April 1987, the 
rate of excise duty was enhanced on Indian made foreign 
liquor from Rs. 36 to Rs. 40 per proof litre, on rum 
(when issued to Canteen Stores Department for issue 

,.. 

I 

= 
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to military personnel) from Rs; 6 to ·Rs. · 13. 33 per 
proof litre and on beer from Rs. 2' to Rs. 2. 50 per 
bottle. From 1st April · 1988, the rate of excise duty 
on ruin was enhanced to Rs. 20. 33 per proof litre. 

Two licensees of Jind and Sonepat had closing 
stock of 16,596. 5625 proof litres of Indian made foreign 
spirit (Whisky), 1382. 625 proof litres of rum and 78,276 
bottles of beer on 31st March, 1987 and.· 5437. 6.875 
proof litres of rum on 31st March 1988. On the sale 
of these stocks on or after 1st • April 1.987 and 1st 
April 1988 . respectively, the licensees paid duty at the 
pre-revised rates instead of at the revised rates. This 
resulted in short realisation of excise duty amounting to 
Rs. 1 . 54 lakhs. -

. On the irregularity being pointed out (February 1988 
and . July 1990) in ·audit, the Department recovered 
(September 1990) · Rs, 48,630 in one case. Report on 
recovery of the. balance amount of Rs. 1 . 05 · lakhs .has 
not been received (January 1992). 

4. 2.12 . Non-levy of duty on excess wastage 

(a) The Punjab Distillery Rules, 1932 as applicable 
to Haryana provide for wastage allowance of. spirit during 
storage~ bottling operations and in bottled spirit room at 
2. per cent, 1. 5 per cent and one per cent respectively. 
Excise duty on spirit wasted . in excess of the prescribed 
limits is recoverable from the distillery. 

In a bottling plarit at Sonepat and a distillery in 
Hisar, duty amounting ·to Rs. 1 . 20 lakhs on. wastage of 
2574. 6 proof litres of Indian made foreign spirit and.· 
1446. 95 · proof litres· of country spirit during 1988-89 to 
1989-90 in excess of the permissible limits was not 
levied. 

On the mistake being pointed out (July 1990 and 
September ·. 1990) in audit, ·the Department recovered 

· (January 1991 and February 1991) Rs. 1 . 03 · lakhs. 
Report on recovery of ·the balance amount of Rs. 17364 
has not been received .. (January 1992). 

. (b) ·. The Medicinal arid Toilet Preparations (Excise 
Duties) Rules, 1956, empower the State Government to 
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fix, from time to time, the percentage of wastage of 
alcohol used . in the production of medicinal or toilet 
preparations. Duty was leviable on any wastage in excess 
of the permissible limit. The State Government by a 
notification dated 11th November 1987 fixed the percen­
tage of wastage of alcohol. 

In Kamal, Gurgaon and Rohtak districts, eighteen 
licensees of pharmaceutical works claimed during the 
years 1987-88 to 1989-90 allowance for wastage of 
14444. 82 alcoholic litres in excess of the prescribed 
limit used in medicinal preparations resulting in short 
realisation of excise duty amounting to Rs. 1 . 09 lakhs. 

On the omission being pointed but (December 1989 
and March 1991) in audit, the Department stated (February 
and March 1991) that notices for recovery were being 
issued in 16 cases of Kamal district and referred one 
case in respect of Gurgaon district to the Excise and 
Taxation Commissioner for comments. Reply in one case 
of Rohtak has not been received· (January 1992). 

/ 
Further progress of the cases has not beeri received 

.{January 1992). 

I 4.2.13 

J 
Loss of revenue due to re-auction of vends 

Under the Haryana Liquor Licence Rules, 1970, licences 
of vends for country liquor and 1 ndian made foreign 
liquor are granted by auction. A successful bidder is 
required to deposit, by way of security, an amount equal 
to 16 2/3 percent of the annual licence fee (bid money), 
of which 5 per cent is payable at the fall of the 
hammer and the remaining 11 2/3 per cent within a 
period of ten days from · the date of auction. The 
entire amount of security or ninety· per cent, as may be 
deemed proper by the Excise and Taxation Commissioner, 
is required to be adjusted against the last instalmen!s 
of licence fee payable. The remaining licence fee is 
payable in monthly instalments· equal to one eleventh 
of the total annual licence fee· by the 20th of . eacjl 

·month. The Excise and Taxation Officer incharge of the 
district, may authorise the· licensees to deposit the 
amount of instalment or part thereof upto. the last day 
of the month for which the instalment is due, on pay-

,.-
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ment of interest at the rate of 15 per cent per annum 
for the period from the first day of the · month to 
the date of payment of instalment or any part thereof 
deposited after due date. For failure to pay any instal­
ment alongwith interest by the due date, the licence for 
vend is liable .. to· be . cancelled. and re-auctioned at the 
risk and ·expense of the defaulting licensee. The amount 
is recoverable from the original vendor as arrears of land · 
revenue. · 

In Bhiwani district, two vends, one each of country 
liquor and Indian made foreign liquor, were auctioned 
(March 1989) for the year 1989-90 for Rs. 13.41 lakhs to 
two licensees. The licensees, after paying instalments 
and security aggregating Rs. 6. 52 lakhs (upto June 
and . July 1989), stopped making further payments. The 
Department cancelled their licences and re-auctioned 
(August 1989 .and October 1989) the vends for Rs. 5. 80 
Iakhs. The re~auction resulted in loss of Rs. 1 . 1 O lakhs 
(including Rs. 1000 as ·expenses on re-auction of vends) 
recoverable from the defaulting licensees.· No recovery 
has, however, been effected (January 1992). 

On this being pointed ou( (May 1990 and· October 
1990) in . audit, the Department stated (March 1991) · 
that recovery proceedings against the defaulters had been 
initiated. Further report on the recovery has not been 
received (January 1992). 

4. 2.14 Application of incorrect rates of excise duty 

Under the Medicinal and Toilet Preparations (Excise 
duties) Act~ 1955, excise duty at the prescribed rates is 
ieviable on all dutia'ble goods manufactured in India. 
Government of India, Finance Department, by a notifi­
cation dated 1st March 1989 enhanced the rates of 
duty from Rs: 6. 60 to Rs. 10, Rs. 13 to R.s .. 20 and 
Rs. 52 to Rs. 80 on· per litre of pure akohoi depending 
on the nature of medicinal/toilet . preparation . in ·· which 
such alcohol is used. 

Two pharmaceutical units in Kamal and Rohtak dis­
tricts paid between March 1989 and November 1989 
excise duty either at old rates applicable prior . to March 
1989 or at lower rates on ·their alcoholic preparations 
resulting in short payment of excise duty . amounting te 
Rs. 0. 37 lakhs. 
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On the mistake being pointed out (February and 
March 1991) · in audit, the Department stated (February 
1991) that notice for recovery was being issued in one 
case (Kamal district). Reply of the Department in the 
other case has. not been received (January 1992). 

4. 2.15 Short recovery of composite fee 

Under the Haryana Liquor Licence Rules, 1970, on 
grant or renewal of a licence for retail vend of foreign 
liquor in a restaurant or in a bar attached to a restau­
rant a composite fee is charged in four quarterly instal-

. ments payable by the 10th of the 1st month of the 
quarter. In towns with population exceeding 50,000 
composite fee of Rs. 1 . 5 lakhs per annum is leviable 
for the grant of or renewal of a licence. Further, under 
the Punjab Excise Act, 1914, for contravention of any 

· of the provision of the Act or. of any rule penalty to 
the extent of Rs. 200 is leviable. 

In Panipat, two licences ( L-4, L-5) . of a licensee 
were renewed for the year ·t 989-90 in August 1989 on 
his application of renewal ·and deposit of 1st instalment 
of Rs. 37,500 in March 1989. The licensee paid 2nd 
instalment (July f989) and 3rd instalment (part payment) 
of Rs. 12500 (October 1989). The ·balance of 3rd and 
4th instalment amounting to Rs. 62500 was neithe; paid 
by · the licencee nor demanded . by the Department. 

On the omission being pointed out (July 1990) 
in audit, the · Department admit1ed the mistake and . re­
covered the entire amount in August 1990. Penalty for 
non payment oI licence fee was not levied (January 
1992). 

The case was reported (July 1990) to Government; 
their reply has not been received (January 1992). 

I 
\ 

4.2.16 Short levy of excise duty on shortage in .; 
bonded warehouse 

The Punjab Excise Bonded Warehouses Rules, 1957, 
as· applicable to · Haryana prescribe maximum wastage 
allowance of one · per cent in respect of despatches of 
liquor from a distillery to a bonded warehouse for loss 

.. 

~-
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of liquor in transit by ·leakage or breakage of vessels· 
or· bottles containing liquor. No . wastage for shortage 
occuring during transit is permissible under the rules. 

In Ambala district a bonded warehouse (Canteen 
Store Department) paid excise duty at the rate of 
Rs. 13. 33 and Rs.· 20. 33 per proof litre on an in­
admissible· shortage during transit of 4265. 435 proof litres 
of rum during April 1987 to September 1990. The 
duty was however chargeable at the rate of Rs. 40 per 
proof litre as the rate of Rs. 13. 33 and Rs. 20,. 33 
were applicable only to rum issued . to the military per­
sonnel as per order 4 of the Punjab Excise Fiscal Orders,· 
1932. This .resulted in short levy of· duty amounting to 
Rs. 0.95 lakh. 

On the omission being pointed out (October 1990 
and January 1991) in audit, the Department· stated · 
(January 1931) that the case was being referred to the 
Excise and Taxation Commissioner . for guidance. Further 
report has not been received (January 1992). 

4. 2. 17 Non-recove;y of.iicence fee and interest 

The Haryana liquor Licence ·Rules, 1970, provide 
for payment of monthly instalment of licence fee by the 
20th of each month by a licensee holding· liCence for 
vending country liquor or Indian made foreign liquor. 
Failure to do so would render him liable to pay interest 
at 15 percent per annum from the first day of the 
relevant month upto the day of . payment. · 

In Gurgaon, Bhiwani, Kamal and Jind districts, five 
. vends for the year 1989-90 were auctioned in March 

1989 for Rs. 39. 92 lakhs. Against this . the licensees 
deposited Rs. 39. 35 lakhs upto March 1990, resulting in 
short deposit of Rs. 56620 which was not demanded 
by the Department. Besides, interest amounting to 
Rs.· 10,506 was also recoverable upto March 1991 . 

. On the omission being pointed out (between July 
1990 and October 1990) in audit, the Department 
recovered (July 1990 and · February 1991) Rs. 24,152 
in two cases. Report on recovery of the balance amount 
of Rs. 42,974 has not been received (January 1992). 
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4.2.18 NorHecovery of additional excise duty due to 
irreguiar adjustment of security 

Under. the Punjab Excise Fiscal Orders, 1932, as 
applicable ·to Haryana and amended by Government 
notification dated 2nd March 1989, the rate of. duty on :r 
country spirit was to be charged as under : . 

(i) Basic excise duty - Rs. 9. 57 per proof litre. 

(ii) Additional excise duty - Rs. 2. 43 per proof litre. 

Further, under the Haryana Liquor . Licence Rules, 
1970, licences for vending country liquor and Indian 
made foreign liquor are granted by auction. A successful 
bidder is required to deposit by way of security, an 
amount equal to 16 2/3 per cent of the annual licence 
fee (bid money). The entire amount of security or its 
ninety per cent, as may be deemed proper by the 
Commissioner, shall · be adjusted against the last instal­
ments of licence fee payable by him unless the same 
or any part thereof is forfeited or adjusted . agaim1t any 
amount of fee or penalty payable by him in respect of 
his licence. After adjustment of ninety per cent of the 
amount of security, the remaining ten per cent shall be 
refundable to the licencee after adjusting therefrom any 
kind of arrears due to Government from him after the 
close of the financial year. 

In · Ambala district four country liquor vends with an 
annual quota of 1,75,000 proof litres, were auctioned for 
the year 1989-90. The licencees paid the duties on 
88,951 . 5 proof litres of country liquor upto September 
1989. On .being granted a stay by the Punjab and 
Haryana High Court, the licensees stopped payment of 
additional excise duty in October 1989. The Court, in 
April 1990, dismissed the petition and held the levy of 
additional excise duty as legally valid. · 

Scrutiny of records in the office of D.E.T.C., Ambala 
(October · 1990) revealed that the Department had incor­
rectly adjusted the entire amount of security of Rs. 14. 39 
iakhs towards the monthly instalments of licence fee of 
January and February 1990 whereas the Department 
should have adjusted only ninety per cent of the security 

_,f 
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amount and retained the balance 10 per cent which 
amounted to Rs. 1 . 44 lakhs, pending decision by the court 
on the levy of additional excise duty. The entire amount 
of additional excise duty of Rs. 2. 09 lakhs becoming 
due from the. licensees on receipt of the dec;sion of the 
court has remained unrealised (June 1991) as the 
Department .lost the opportunity of realising the additional 
excise duty to the extent of Rs. 1 . 44 lakhs due to in­
correct adjustment of full amount 9f se-curity. 

On the omission being pointed out (October 1990) 
in audit, the Department stated (January 1991) that 
recovery proceedings were under progress. Further . report 
on · recovery has not been received (January 1992) .. 

4.2.19 loss due to non observance of prescribed 
procedure regarding auction of vends. · 

The Haryana Liquor Licence Rules, 1970; inter-alia, 
provide that if any person whose bid has been accepted 
by the Presiding Officer at the auction, fails to deposit 
the prescribed amount of security or refuses to accept 
the licence, the Collector or any officer authorised in this 
behalf may re-sell the licence in public auction at the 
risk· and cost of the defaulting bidder and the deficiency 
in licence fee shall be recoverable from him as arrears 

. of land revenue. 

· (i) In Bhiwani and Rohtak distri<;:ts, one country 
liquor vend and one Indian made foreign liquor vend, 
were . auctioned (March 1989) for Rs. 7. 1 O lakhs and 
11 . 02 lakhs respectively for the ·year 1989-90. The 
successful bidders signed the bid. sheets (March 1989) 

. and deposited 5 per cent security (March 1989) but 
refused to accept the licences and deposit the balance 
security. The collector re-auctioned (March and April 

·. 1989) the verids for Rs. 4. 75 lakhs and· Rs. 7. 31 lakhs 
respectively and directed (April 1989) the Deputy 
Excise and Taxation co·mmissioner, Rohtak to initiate 
proceedings for recovery of deficient amount of Rs. 3. 16 
lakhs from the defaulting bidder. No action. except for­
feiture of security of Rs. 35,500 was taken by the 
Department to realise the deficient amount of Rs. 2 
iakhs from the defaulting bidder of Bhiwani district. 
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On the om1ss1on being pointed out (May 1990) in 
audit, the Department stated (April 1991) that the 
recovery was being effected in one case of Roht3k 
district. As regarc:is the case of Bhiwani district, the 
Department stated that it was not valid contract as the 
bidder had not deposited the full amount of security, 
and as such no loss was caused to the State. The 
reply of the Department is contradictory as in a case 
relating to Rohtak district, the Department agreed to 
recover the deficient amount whereas in the other case 
stated that the amount is not recoverable though 
facts and circumstances of both the cases were similar 
in nature. Report on recovery in case of Rohtak district 
is awaited (January 1992). 

(ii) A country liquor vend in Hisar district for the 
year 1989-90 was auctioned on 6th March 1989, for 
Rs. 25 . 85 lakhs. The vend was re-auctioned on 20th 
March 1989 for Rs. 24 . 41 lakhs on the plea that the 
bid sheets were not signed by the successful bidder. 
An audit scrutiny (April 1990) revealed that the plea 
taken for re-auction of vend was not correct as the bid sheet 
and the knocked down slip were signed by the successful 
bidder. The Department, however, failed to recover the 
prescribed security deposit from the successful bidder on 
the spot. The lapse on the part of the Department 
resulted in loss of Rs. 1 . 44 lakhs. 

Further, plea of the Department that no loss occurred 
to the State as the contract was not valid due to non­
deposit of security is also not sustainable as it is not 
in conformity with the provisions of rule 36(27) ibid 
which inter-alia states that "if a bidder refuses to 
deposit security amount, the vend shall be re-auctioned 
at his risk and cost". 

(iii) In Kurukshetra district, 9 vends for retail sale of 
country liquor were auctioned on 10th March 1989 in 
three groups consisting of three vends each. The first •· 
and second groups were knocked down for Rs. 46. 05 
lakhs and for Rs. 17. 25 lakhs respectively in favour 
of the same bidder. While the auction of third group 
(given by the same person) reached Rs. 21 . 05 lakhs, 
the bidder walked out of the panda!. This bidder also 
refused to sign bid sheets for the first and second groups 

; 
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/These .' vencl~ were . re~au~tioned ·_• on . 23rd· 0 Ma.rch 1989,· 
for·> Rs. >78.45 iakhs (Rs. 47.05, 15.30 and 16.10· ·· 
'fakti~ respectively). Fai!ure · Of t.he . Department · to ·com~ 
<p!ete the bid papers· after fail: of.:hammer' -iri' respect of · 
each . group ·of ve,nds resulted : 'Jr:i •1oss of- .Rs: ·_ 0. 95 

··. ,_lakh·. in. ~aspect of' first :two groups .. and ·Rs: 4:.95 'lakh$. 
'.for ·. the: third group.< · · · ·· 

'< . ;':·,. 

, On -the:, o~ission · being pointed out (May 1990) 
.. ; in .•.audit, '-tile Depcirtment stated (l\pril · 1991) · that . no: 
.;:.Valid contract came ·into existence• as the successful 

biqder ·. didc ,not . deposit, 5 - pe~. cent <~ecurity .. The reply 
of the 0:13partrnent · is ; nqt acceptable . as ··refusal to .· 

<deposit·· security by the':bldder after fall ofr .tianm1er ren:-
: d_ers him >iiable · to ·make· goocl>•any .. · loss·· which · the 
· .. Departmenf .. may · suffer as a· :result'.· of·.· re~auction. ·J · 

·• .:·04. 2.20. : N~inl~dnsposal;of ale.oho Ii~ pr~paratfohs 

-• · ~ .. ·•· The · M~dicinai .a~cf Toilet. Preparatiohs ·(r:ici~e ·.Duties) .. 
.. · Rules, 1956; provide tliat · any _goods vvaf~housed may 

•be .left ·in' .the warehouse · in whic.h ·they, are deposited 
, dor> a period' of'' tl1ree' years' of_.such, .. extenc:fed' period ·ai:;'· 

the Excise Commissioner: in each.~ case may ·allow; ::rhe 
.. owner•· ... ~f:,·~ny. such· .. 'goods·.·. remaining··· in .... th~-· warehouse·' 
•.shall, _before. the ··expiry,: of.•· the.: stipulated . period; clea( · 

. the ·same for consumption , in the State ::after·. payment of 
'.' :duty· or for. removal incbond 1:0":.another bonded ware~ 

>. house . or!; •for exportation; · · . . . /. · < 

·.· · \ .!rr -three pha.nria~~Lltical units .. at . Kania!.< and .. Jhid·.~ 
finished/unfinished medicines with' •alcoholic · p'reparatio~~ 
~ying in warehouse .. before December 1986 _were hot 

· .• deared till !Vlarch .·· 1991 .. No : steps.: had ·been ··taken_ . by 
:•the· Dep~rtm~nt ,for the : disposal .•of >the stocks of al cod .. 

, Jioiic preparations · inv9lying ·excise duty ;:imqunting ·to ' ' 
~~~~~- .. ·.· ... , ' '• ' 

. :. ·, ~ . 
..· .. 

. . ·.on.Jhi~.-being· pointed out· batwe.en· Decemf)er. 1$·~~ 
:and._ Marc.h. J 991 m,. audit, the ,. Department. recovered. 
Rs;, 15,608':.' between· .December ·. 1989 ';and r ffi)pruary :tsso; •. 
Report 'on ·re9overy 'of,•bal8nce/,amounf.has not. been· 

. r~ceived(January 1992); . > , ... 
• • o' - -" • 

. -··-;.. 
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4. 2. 21 Loss o·f revenue due to non-compliance of 
the prescribed provisions for auction of v~nd. 

Jhe Punjab . Intoxicants License and Sale Orders, 
1956, provide that no licence for the sale of Hquor or 
drugs may be given unless either there .-is an ascertained 
dem:ind for such liquor or drugs in the locality concerned 
or it is granted to counteract the. illicit supply of liquor. r 
Further, when it is proposed to grant a licence for the 
retail vend on any premises which was not licensed in 
the preceding year, the Collector shall take all reasonable 
steps to ascertain the opinion of persons who reside or 
have property in the neighbourhood of that vend. 

Under the Punjab Gram Panchayat Act, 1952, as 
applicable to · Haryana, a Gram Panchayat may . pass 
resolution that intoxicating liquor may not be sold at any 
Jicenced shop within the local area of the Gram Pan­
chayat. 

In Rohtak district two liquor vends (one for country 
liqupr and one for Indian made foreign liquor) were 
closed in 1986-87 on the . basis of a resolution . passed· by 
the Gram Panchayat. On 17th February 1987; a res-

, olution purported to · have been passed by ·the Gram 
Panchayat was sent to the Department for re-?pening 
of two vends. The Gram Panchayat on coming to 
know of it made a representation on 4th March 1987 
to the Deputy Commissioner/Department objecting to 'the 
opening ·of the vends in the village. The Deputy Com­
missioner after holding enquiry, informed the o·epartment 
on 7th March 1987 not to open the vends. Disregarding 
the advice of the Deputy Commissioner, the vends 
for the year 1987-88 were auctioned on ·10th March 
1987 for Rs. 11.90 lakhs and· 6.10 fakhs; The Gram 
Panchayat filed a civil writ . petition · in . the Punjab and 
Haryana High · Court on · 28 March 1987. The Court 
after granting interim stay on 30th March 1987 quashed · 
the · impunged auction on 15 July 1987 ·as the resolution 
of the Panchayat dated 17 February 1987 was found 
to be fake. Thus the vends did not function during the 
year 1987-88. The vend relating to sale of Indian made 
foreign liquor yvas . auctioned for 1986-87 for Rs; 8.85 
lakhs at a nearby site. In . 1987-88 this vend was 
proposed for auction in the new village instead of its 

.. 
' 
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did site of 1986-87. The' shifting of vend from old 
site to new site despite the earlier resolution of Gram 
Panchayat and its representation dated 4th March 1.987 
and adverse recommendations of the Deputy Commissioner 
dated 7th March 1987 deprived the Government of, 

·the potential revenue of Rs. 8.85 lakhs or so which 
it would have earned in case the vend had been auctioned . 
at old site.. · · 

On this being pointed out (October 1988) in audit, . 
the Department gave no justification except that the 
vends ware closed on the decision of the Court. 

The matter was reported to Government in October, 
1988; their reply has not been received (January 1992). 

4: 2. 22 Interest not recovered 

The Haryana Liquor Licence Rules 1970, provide for 
payment of monthly instalment of licence fee by the 
20th of each month by a licencee holding licence. 
Failure to do so render him liable to pay interest . at 
the rate of 15 per cent . per annum from the first day 
of the relevant month upto the date of payment of 
instalment or any part thereof deposited after due date. 

Licencees in Bhiwani, Jind and Kamal districts, 
failed to pay the monthly instalments of licence fee by 
thei prescribed dates. during the years 1987-88 to 1989-90. 
Interest of Rs. 46,492 was chargeable on belated pay­
ment of licence fee which was not demanded. 

On the omission being pointed out (between October· 
1988 and October 1990) in audit, the Department· 
recovered (between October. 1989 and March 1991) 
Rs. 15,511; Report on recovery of balance amount is 
awaited(January 1992). 

4. 2. 23 Non-recovery of penaities 

Under the Punjab Excise Act, .. 1914, as applicable 
to Haryana, penalty is leviable in the event of contra­
vention of any of the provisions of the· Act or of any 
rule, notification or order made, issued or given there­
under. 
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Test check of records in audit of five offices (Gur­
gaon, Karna!, Rohtak, Jind and Bhiwani) revealed that 
no action had been taken to recover the amount of 
Rs. 1 . 66 lakhs in respect of penalties imposed by the 
Department in 56 cases during the period from 1987-88 
to 1.989-90. 

On this being pointed out between October 1988 
and March 1991 in audit, the Department recovered 
between September 1990 and December 1990 Rs. 22,730 
in four cases. Report on recovery of the balance amount 
has not been received (January 1992). 

4 . 2. 24 Non-reconciliation of remittances into treasuries 

Under the Punjab Subsidiary Treasury Rules, as 
applicable to Haryana, the head of office is required to 
maintain a remitta nee book in which particulars of 
challans t endered by the licencees (depositors) in token 
of having made the payment of licence fee, excise duty, 
export and import fee etc. into the treasury are to be 
recorded. The figures noted in the book are required 
to be reconciled with the treasury each month by the 
15th of the following month. 

(i) A scrutiny of records of the office of the 
Deputy Excise and Taxation Commissioner Bhiwani and 
of the Treasury, revealed that details of a sum of 
Rs. 64 . 47 lakhs appearing in the treasury books bet­
ween March 1989 and Jenuary 1990 were not found 
recorded in the remittance book of the Department though 
certificate of reconcilliation w ith treasury was recorded 
in the register every month after adopting the grand 
total as per Treasury record. This shows that effective 
reconciliation was not done. 

This was pointed out (October 1990) in audit, but 
final reply has not .been received (January 1992). 

(ii) There was difference in figures of receipts, 
from excise duties for the years 1987-88 to 1990-91 as 
supplied by the Department and those appearing in the 

r 
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Finance Accounts of the State Government as per table 
given below : 

Year 

1987-88 

1988-89 

1989-90. 

1990-91 

Figures 
furnished 
by the 
department 

15865.88 

19313.61 

23664.90 

28675.47 

Figures Difference 
as per 
Finance 
Accounts 

(In lakhs of rupees) 
15853. 65 +12.,.3 

1'9287.13 

23968.00 

28635.10 

+26.48 

-3.10 

+40.37 

.. On this being pointed out (July 1991) in audit, 
the Department stated (July 1991) that the matter was 
under investigation and field offices were directed to 
reconcile the figures every mohth. 

, The above cases .were reported to Department/ 
Government (July 1991 ); reply has· not been received 
(January 1992) .. Further report is awaited. 

4. 3 Recovery at the i111stance of Audit 

1 n 51. cases, non-recovery of interest, penalty, limport: 
duty, fixed fee .and excise duty amounting to ··Rs. 7. 87 
lakhs was accepted and recovered by the Department'. 

B -Taxes on Motor Vehicles 

4.4 Non levy of token tax 

(i) Under the Motor Vehicles Act, 1939, no person 
shall · drive any motor vehicle nor cause or permit the 
vehicle to be driven in any public place or in any 
other place for the purpose of carrying passengers or · 
goods unless the vehicle is registered. Further, under 
the Punjab Motor Vehicles Taxation Act, 1924, as appli­
cable to Haryana, no vehicle, 'unless exempted · by . ai 
specific order, can be brought on · road without pay-
ment of tax at the prescribed rate. · 
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In 23 cases, where the vehicles had been plying • 
without payment of tax, an amount of Rs. 1 . 52 lakhs 
was recovered between April 1990 and May 1991 on 
being pointed out in audit. Further in respect of 34 
vehicles owned by various public undertakings, tax amoun-
ting to Rs. 1 . 87 lakhs not recovered earlier due to r 
grant of irregular exemptions was recovered between 
August 1990 and April 1991 at the instance of audit. 

On 9 buses belonging to Haryana Roadways at 
Rohtak and Hisar, tax amounting to Rs. 59,153 had not 
been charged for the quarters ending June 1989 and 
December 1989 although the buses were plying before 
getting these registered. 

On the omission being pointed out (February 1991 
and April 1991) in audit the Department recovered 
Rs. 33412 in May 1991. Report on recovery of 
balance amount has not been received (January 1992). 

(ii) The Punjab Motor Vehicles Taxation Act, 1924 
and the rules made thereunder, as applicable to 
Haryana allow a person an exemption from payment of 
tax in respect of a vehicle for a quarter if he proves, 
to the satisfaction of the licensing officer, that he has 
not used or permitted the use of the vehicle throughout 
the said quarter and deposit the registeration c~rtificate 
with the licensing officer provided that he sends an 
advance intimation of his intention not to use the 
vehicle during the quarter for which exemption is claimed. 
Further, when a vehicle is found to be plying for a 
token period in a quarter, the tax has to be paid for 
the entire quarter. 

Haryana Roadways (Kamal Depot) did not deposit 
tax in respect of six buses for the quarters ending 
between September 1989 and March 1990 though these 
buses continued to ply after deposit of registration 
certificate and beyond the periods upto which tax had 
been paid, resulting in tax amounting to Rs. 38,239 
not being realised . 

On the omission being pointed out (October 1990) 
in audit, the Department stated (February 1991) that 
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a notice·.· for . recovery had .. been : issued. Fu.rther pro- .. 
gress ori . recovery. has not been· received. · · · · 

The ' above .··.cases . were reo~rted to Government 
between November. 1990 . and ·April.· .. 1991; their· reply , 
has no.t ·. ·been .. ieceived: (January• 1992). 

. ' 

4.5 Recovery at the ins~~nce of audi~ 
. In 42 ~.ases (where moriey value of . each case ~vas 

less than Rs. 20,000), non-recov!=lrY: or short recovery 
of token tax amounting to· Rs.' 31480 .was accepted• and.·• 

. recovered. · · · . ,. 
. ' 

C-Taxes ahd Dutie~. on 'Electricity 

4. 6 levy and co~.lectnornof !Electricity DILBty 

4.6.1 · ~llltll"Odll.llctory • 

. . Electricity. Duty (duty) is. levied under . the .Punjab 
Electricity (Duty) . Act, 1958, as .. applicable to Haryana, 
on . the energy supplied to consumers . or lic'ensees by 
the Haryana State Electricity Board (Board) at ·the rates . 
as the State Government may from time to time, speCify 
and is collected. arid . paid to the Government .by· the . · 
Board. Further,·· the ·State Government, under• the·. pro- · 

· visions of Section 12 of . .the Act may,·. in public ~interest, 
by notification exempt any licensee, .consumer :or person 
from the payment· of the whole or .· part of the duty 
for ·such . period c:ind subject to· ·such·· terms and condi­
tions . as may be · prescribed. 

4.S.2. Scope of Audi it . . . 

The records ·· in the Office of· the · .. Chie~ Electrical 
Inspector (C.E.i.) to the Government cif Haryana, ·.Chandi- · 
garh and 19. (out· of 1,8.5) operation sub-divisiens of 
the Board for the period 1986-87 to 1990-91 (upto 

· January 1991) were test checked , between . November 
1990 and April 199'.i . with a · .. view to ascertaining. that . 

. the · duty had correctly· been levied and promptly .. paid·· 
a.rid credited to . Government Account. · ·· · · · 
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4.6.3. _ Organisational set-up 

The Chief Electrical I nsijector ( G.E.l.) assisted by the 
.Assistant Engineers attached to the field offices as woll 
as i nspectorata staff under the administrative control of 
the Irrigation and Power Oepertment. - administers the 
Punjab Electricity (Duty) Act, 1958 and the rules made 
thereunder. He is responsible for checking the assessment 
and collection of duty, recovery of duty from the defaulters 
as arrears of land revenue, to watch the timely submis­
sion of the prescribed returns due to him and -is 
further required to submit to the State Government 

- a monthly statement in the prescribed form alongwith 
his comments, if any, in respect of the assessment and 
realisation of duty. He is also responsible for conducting 
periodical inspections and testing of consumers installa­
tions except low voltage and agricuiture instaliations and 
to issue licences under the Indian Electricity Act, 1910 
and the Indian Electricity Rules 1956. 

4.6.4. Hign:ights 

{i) Irregular grant of exemption of duty resulted 
in non-realisation of duty amounting to Rs; 24.53 
lakbs. 

(ii) Arrears on account of uncollected duty {ending 
Marnh 1991) amounted to Rs. 20.63 crores of which 
Rs. 5.35 crores related to the pei"iod 1966-67 to 1985-86. 

(iii) Duty a-mounting to P.s. 444.17 !akhs realised 
from the consumers during April 1986 to March 1991 
WEIS shown by the Board as its own revenue and 
not paid to the Government. 

(iv) Shortfal! in statutory inspection of instai:ations 
resuited into revenue !oss of inspection fee amounting 
Rs. 44.42 lakns. 

The estimated collection of duty (including inspection 
fee and other receipts) a11d the actual receipts for the 

-., 
-· 
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five years ending 1990-91 are given below 

Year Budget ActuajS Variations Perc.::nt-
es~imatcs increase age of 

(+) var la-
Decrease ti on 
{-} .. Increase 

(+) 
De-
crease 
(-) 

1 2 3 4 5 

(in crores of rupees) 

1986-87 34.22 27.21 (-)7. 01 (--)20 

1987-88 32.35 27.67 (-)4. 68 (-)14 

1988-89 33.88 33.36 (-)0. 52 NGgli- . 
gible· 

1989-90 35.00 29.42 (~) 5.58 (-)16 

1990-91 34.00 34.36 (+)0.36 Negli-
gible 

The decrease of 20 per cent and 14- per cent 
in 1986-87 and ·. 1987 ~sa respectively . as stated· by the 
Department was due to less sale of electricity than anti­
cipated in the budget, · while the decrease (1 6 per cent) 
in 1989-90 was due to less realisation of . electricity 
duty by the Board. 

4.6.6. lrregu:ar grant of. exemption 

(a) Under the Punjab Electricity (Duty) Act, 1958, 
no electricity duty is leviable on the sale or consumption 
of . energy which is consumed or sold to the Government 

.. of India for consumption by the Government or consumed 
in the construction, maintenance or operation of any 
Railway by the Government of India . or , a Railway 
Company operating that· Railway or sold to that . Govern­
ment or any such Railway Company for consumption 
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in the construction, maintenance or operation of any 
Railway. Electricity duty is, however, leviable on the 
consumption of energy by M ilitary Engineering Services 
in respect of commercial and industrial undertakings and 
shops, street lighting, cinemas etc., for the entertainment 
of defence personnel and other than bonafide supply 
to departmental colonies. 

(i) Aud it Scrutiny of Panchkula sub-division of the 
Board, revealed (April 1991) incorrect allowance of 
exemption from levy of duty to a commercial and in­
dustrial undertaking resulting in non-realisation of electri­
city duty to the extent of Rs. 20.51 lakhs on 120.62 
lakh units consumed during the period November 1986 
(date of grant of electric connection) to March 1991 , 
by treating the same as a Government connection. 

On the omission being pointed out (April 1991) in 
audit, the Board recovered (July 1991 and August 1991) 
Rs. 10.60 lakhs and stated (August 1991 ) that balance 
amount of Rs. 9.91 lakhs is being recovered in monthly 
instalments. 

(ii) While releasing electric connection to MES 
(Garrison Engineer) Hisar (Connected load 250 KW) 
on 17th June, 1982, duty on consumption of energy for 
street lighting (connected load 24 KW as per test 
report) W3S not levied although street lighting was not 
exempt from the levy of electricity duty. This resulted 
in non-levy of duty amounting to Rs. 1.1 4 lakhs (worked 
out on monthly average basis as prescribed by the Board) 
for the period June 1982 to November 1990. 

On the omission being pointed out (December 1990) 
in audit, the Board asked (March 1991) the consumer 
to intimate the break up of connected load separately 
for street lighting, cinema, shops, staff quarters etc. 
Further report has not been received (January 1992). 

(iii) In Ambala cantonment sub-division, electricity 
duty was not levied and collected from the Post and 
Telegraph Department in respect of energy supplied to 
tube we II connection (released in a departmental colony 
on 31st October 1979 for water supply), treating it as 

-
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a. · .. honaflde .· donsumf:)tion .. o.f the . Department. I ( was • 
· . observed (March 1991 ).in .:audit that sirice .the energy. consumed · 

PY this tubewen was for.< the departmental P,.&T colony, ·· ... 
duty._ was .Ieviable. - Irregular ,_ exernpticin'_ resulteq jn __ nqn~ :· 
r_ealisation .ot .duty amqunting to.: Rs.< 12;302 from · AprjL ; 
;1;986~.to Feqruary .1~.s1 .. - > ·.~: ,. ·· 

. dn ·th~·: omis~i~n : .~eing< poin~ed . out (M~rch; ~ 1991) 
·; in, audit, the . Departrne~t ciccept~d the objection and 
... a~ked . (,A.pri.1' ·1991} _ the _concerned Sµb-~divisional: .Officer. 
}o . charge. duty from ~h~ consumer, · Further, p-rogr~ss :is· 
·~waited (Jajiuary_. 199~); '. -

. (b} Th~ . Sfate G()y~~rfment by ;. notifications' issued in 
< March · rn7q .and Jariu~ry J981 exempted the· rievv. .units 

with prescrib~d lirri,it of.--capital' invesJment and set. Lip ib 
i1w specified area from the payment of . whole of the 

· electricity duty- for· a· period· ranging Jrom 3 '.to' 7 years 
'from the -date · of ·production~ The /exemption ;certifica;tes .. 
we.re .. to •be· •issued: -by; the Clli.ef;: Electrical · 1 nspecfor · · 
•upto - May -1974 .. <!nd . thereafter ·by ·.•the · Industries·_ .. De-" · 
P.arfment. - · · · · · · · · · 

~, . (i) District I i1d ustries· . Centre( i Jjisa.r •· ~llowed .·'(April 
1983• and Mcircb 1985)" exemption <from,. the paynient, of 

·· duty to ·-a-:- ynit. in tWci ... spells · E21 M?tch. 19..83 : to 20. 
. :Maic;h 1985 ... and 21 M~rch 19~5(,tci 2Q Ma~ch 1988); 
-Audit· scrutiny (December_, 1990)··· reyealed. that': the Board ... · 

. released ·electric connection •·-to -. the <consumer in ... March• 
1982 . and the consumer> . had·._._ •aiready ·.consumed_· }:58 I , 

lci~h .units of energy duiing the, year., 1982,..8$: i.e. prior. 
to the ·conimencement : qf firsf spell' of exemptio'n .. period --• · 
yiz,, 21 ·,March 1983 .... Sin.Ce - exemption is ,allovvable. to . 
th.e new inc;lustrial •ur;iit .. only; the . exemption . grantecl . _.­
tb the' unit already established .wa~; irregular and. resulted:-. 
jn ·'non~realisci1ion . of 'dli~y, amounting to. Rs: iT:63 lakhs 

. during .. the .period · 21 ··March 1983 · to }9 MC1rc,h ··· .. 1~a.s. 

.•.. . . On the :irregularity befng. poi~ted out (December 1990) 
. ·•·._in audit; th~:Department qalled Jor··,(March 1991) fro.m the 

District Industries Centrei .- Hisar and the Sub-'.[)ivisional 
.Officer Cohcemed·~ the actual . date;·'of. com'flie_nc9inent. of ·_ 
.production. '·:Final' .. reply . has .. ·_not: >been· re<;:eived despite ; 

· )ssue ·.of ··reminder (Janl.Jary 199:?,)/ 

... 
i-. .-
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(ii) An Ice and Cold storage unit at Jind was granted 
(July 1975) · exemption from the·. payment of ·duty by 
the District Industries Centre Jind for a period of 7 · 
years with effect from 31st March 1974 which was with­
drawn.· subsequently on receipt of clarificaiory orders 
(October 1 ~76) · from Government that Cold Storage units 
being non-manufacturing units did not qualify for exemp­
tion from duty. The unit, was, however, again allowed 
(May 1982) similar exemption , for a period of 7 years 
from 29 April 1982 to 28 April 1989. It . was noticed 
(December 1990 and March 1991) in audit that a similar 
exemption for the period of 7 years with retrospective 
effect from 31st March · 1974 was allowed in January 
198.6 on the receipt of orders from Goverr:iment issued in 
pursuance of the decision of Punjab and Haryana High 
Court." The amount of electricity duty realised during the 
period March · 1974 to May 1981 was also refunded to 
the unit (July 1986), but the exemption for the period 
from 29 April 1982 to 28 April 1989 allowed (in May 
1982) was not withdrawn thereby resulting in non­
realisation · of duty amounting to Rs. 1.13 lakhs for the 
period June 1983 to April 1989. Rec.ords prior to June 
1983 though called for in audit (December 1990} were 
not made available. 

On the omission being pointed out (December 1990) 
in audit, the ·Department did not accept audit objection 
and stated (March 1991) that the two exemptions related 
to · two different units in separate premises as the 

. connected load of factory was bifurcated on 8 March 
1983. The reply of the Department is not tenable as 
both the exemptions were allowed to. the same unit and 
for the same premises and the connected load of the 
unit was bifurcated cin 19 May 1983 i.e, after the expiry 
of exemption period commencing from. 31 March 1974 
to 30 March . 1981 and . after the start of the other 
exemption period from 29 April 1982. · 

4.6.7. ElectriCity duty not charged after expiry of 
exemption period 

The State Government by a notification issued in 
January 1981 . allowed exemption from . the . payment of 

*M/s Anand Cold Storage, Gharaunda (Karna!) v/s Govern­
ment of Haryana (1981) CWP 138. 

r 

,. 
'I 



':' ~ ~«.-.. 

· 115 ·. 

whole: of· tile: electricity ~utv to. jt.ie .:new· indS~tri.al ·units· .· . 
with· 'prescribed limit of capital irive~tnient arid set up in'' 

.. the specified, . areas, for.\ a period :iangiQg frorr1. 3 to~ , 1· . 
. ye~rs from;·, the date of prodLJCtiofr. > · 

· , In. 3 s·~b:.'divi~ions of: the Bo~rd· ;t· Panthkl.lla; Panip~t·· 
?nd Ka_mal, : it was· noticed (June 1990: ancl February 

: ~ 991) in audit tb~t ·.exemption; from • paym~nt oh duty' had· 
been .allowed; to 11 coris'umers e:\/(7n beyond th~ expiry' 

· ~H · · exemptio.n •.. p,eriod. : Jhis . resulte~ . ··.in . non .. ·•· realisation 
. of duty _af11oun,ting · to .\Rs~· 1.31 lakhs. 

_ . On ~he bmission· being·. pointed. o,1.1f>(Jufre: 1990 and,· 
February 1991) in audit, . the Department charged (Novem: 
ber .1990)." Rs. ·. 55,430 _· in· the acCoul;"lts of 3 , consumers 

:arid·. recovered {March 1991) Rs. 33;602 from 2' consi;1mers ... 
Report on 'recovery., c)f·:balance ,amqunLof Rs. 21;828: as 
also action .:taken agairi~t' remaining. 8' consumers· has ,, not 

· been receiv,~d: jJanuary · ~ 992)~ -•· .·· 
- ·. . ·. -. 

·. · 4;6.s> .. Eleptdcn~y duty ~at. charge(!•.· on 
· 's~_~P~ion· , ,, , - · ·· · 

.··._. ·'·· 

. . Tll~ state Government . by ' nqtifications issued in 
' January,. 1981 and ol:lcember 1'988 allowed, exemption 
from payment .. of duty to the . nevv industrial u·nits, This 
~)(emption was 'allowed on ,power . load consumption or:ily ', 
and . electriciW duty ·was chargeable on ·::Jig ht load· 

.cor1sumption, . Further, the Punjab Electricity .(DutY) . Rules,. 
•. 1.958, ·.as applicable -to , Haryana, provide <that where . part 

of. supply. of energy ;is, .dutiable ~nd part. is E:l)(Eimpt,· .tl:1e 
consumer. shall jnstal - an· additional, . suitable and correct ' 
meter or submeter to record the .}qi.i'imtities of 'the two' 

.. ~irids of cbnsumption separately. ' ' 
.;-- • 0 _-. , 

."'-· ·-· 

.. ·. · It··· was 11~ticed ,in. audit (be~weirn<oecembe(·. 1 ~9p.; 
and March 1991) in -the six sub~divisions ·test checked· •.. 
that the District Industries Centres allowed · exemptions : 
from the payment of duty on ·power;;load . c()risumption . 
to 26 units tor tt;ie various periods. The Department _did· 
'hot 'charge<. duty on ligfit load co('\sumption ?lso' from ·.• 

. these. units~···. The·.· Board had ·neither.·· installe\:! • nor . aslsed. · . 
. . , the , . consumers ta·_ •instal• separate I n1eters for> ~ecording,, .·. 
censurnptio~ ., of light ·energy. the· .omission "resulted ·. in: 
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non-realisation of duty amounting to Rs. 1.29 lakhs on 
light energy (worked out on monthly average basis) 
for various periods between April 1986 to January 1991 . 

On this being pointed out in audit (between 
December 1990 and March 1991 ), the Department / 
charged (between December 1990 and February 1991 ) 
Rs. 99,752 in the accounts of 18 consumers, out of 
which Rs. 86,453 had been recovered between January 
1991 and March 1991. Report on charging of balance 
duty of Rs. 0.29 l21kh and recovery of balance amount 
of Rs. 13,299 has not been received (January 1992). 

4.6.9 Short realisation of electricity duty on monthly 
minimum charges 

As per Appendix XI of the Memorandum Explanatory 
on the Budget of Haryana Government, where the 
monthly minimum charges (MMC) are recovera ble from 
the consumers (other than domestic and commercial) 
under the various schedules of electricity tar iff's, the 
duty is leviable on the MMC in accordance with the 
rates of duty prescribed for releva nt categories of con­
sumers. 

In eight cases pertaining to two sub-divisions 
(Fatehabad and Panchkula), duty was charged on the 
basis of units consumed instead of charging after con ­
verting the monthly minimum charges into units on the 
basis of tariff applicable to each consumer. This resulted 
in short realisation of duty amoun ting to Rs. 73,612 
for the period May 1987 to December 1990. 

On this being pointed out ( December 1990 and 
January 1991) in audit, the Board did not accept the 
objections stating that electricity duty was charged on 
actual consumption of energy. The reply of the Board 
is not tenable in view of the provisions stated above. 

4.6.10. E!ectricity duty not deposited in treasury 

Under the Punjab Electricity ( Duty) Act, 1958 and 
the rules made thereunder, the electricity duty leviable 
on the energy supplied by the Board every month shall 
be collected by the Board alongwith the bills for energy 
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supplied and shall be deposited into the treasury as 
early as possible and in no case later than 20th of the 
following month. Further, the Board shall submit to the 
Chief Electrical Inspector; by the 20th .of every month, 
a statement in the prescribed form showing duty assessed, 
realised, deposited and balance retained/unrecovered. 

It was noticed (March 1991) in audit that the 
Board collected duty during the years 1986-87 to 1990-91 
from the consumers in cash alongwith the bills for 
energy supplied every month and retained the whole of 
the duty so collected without any ·orders of the com-

. petent authority. At the end of. each financial year, 
the State Government ·adjusted the payment of · duty 
towards loan to the Board by .. contra receipt of . the 
amount in the State exchequer as electricity duty under 
the relevant heads of accoun.t as tabulated below : 

Year Duty Duty Deposi- Amount Date 
asses- reali- ted of of 
sed sed during loan loan 

the sane- sane-
year tioned tiorned 

2 3 4 5 .6 

(In crores of rupees) 
1986-87 26.81 25.02 Nil 26.24 27th 

March 
1987 

1987-88 27.87 25.61 Nil 27.80 29th 
March 
1988 

1988-89 34.14 30.22 Nil · 33.03 30th 
March 
1989 

1989-90 34.00 30.26 Nil 29.00 30th 
March 
1990 

1990-91 38.11 38.57 Nil 34.00 26th 
March 
1991 
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4.6.1 1. Arrears of electricity d ut y 

Arrears on account of un-collected duty ending 
March 1991, as intimated by t he Department, amounted 
to Rs. 20.63 crores. Out of this, an amount of Rs. 
6.35 crores relates to the period 1966-67 to 1985-86. 
Year-wise details are given below 

Year Revenue Amount Prog res- Percen­
tage to 
t he total 
revenue 
realised 
(Co I. 2 

rea li sed sive 

& 3). 

1 2 3 4 

( In crores of rupees) 

Upto 1985-86 N.A. 6 . 35 6 . 35 

1986-87 27 . 21 0 . 62 6.97 2.28 

1987-88 27 . 67 1 . 28 8 . 25 4 . 63 

1988-89 33 . 36 4.92 13 . 17 14 . 75 

1989-90 29 . 42 4 . 12 17 . 29 14 . 00 

1990-91 34.36 3 . 34 20 . 63 9 . 72 

20 . 63 

Failure to recover the duty was attributed mainly 
to the following reasons 

(i) Deferment of duty of Rs. 99 lakhs due from 
Haryana Concast limited by the Govern ment due to 
weak financial position of the Company. 

( ii) Pendency of 16 
Rs. 40.28 lakhs in the 

cases involving duty 
Civil/ Arbitrators courts. 

of 

r' 
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. (iii) Duty of Rs. 30.03 ·. lakhs · due . from M/s Dadri 
Cement Factory, Dadd likely .. to · be written of.f as the 

. Commissioner of payments appointed on liquidation . of 
the Company refused to accept. the claim of the. Depart-
ment for pa.rment of electricity duty. ·· · 

(iv) Non-adjustment of . misclassified amount of 
electricity duty by th~ H.S.E.B. 

4;6.12. Misclassification of el(;!ctricity dutv 
- ' ", - ; . ' 

Under the Punjab· Electricity. (Duty). Act; 1958 and 
the Rules··· framed thereunder/ the . electricity . Board is 
required to deposit .tne. duty collected into ··Government 

· treasury/bani< as early as possible and in no case later 
than 20th of the following . month. 

The Internal · Audit Wing of the Chief Electrical 
Inspector pointed out between· April 1986 to March 
1991 that· the· duty amounting· to Rs. ,707.06 . lakhs 
realised alongwith . the monthly bills was . misclassified by 
the. Board as its own · revenue instead of crediting .to 
Government . account ... Out ·of · this .. Rs. , 266.44 lakhs 
·ware adjusted during · 1986-87 ··. to 1990-91 .. leaving a 
·balance of Rs •. 440.62 lakhs as on 31st March 1991.· 
Year-wis~ break.cup of the · balarice misclassified duty is 
given below · · · 

Year 

1986-87 

1987-88 

Duty Misclassi-
Mi.sclassi- fled duty 
tied · adjusted 

2 3 

(In lakhs of rupees) 

101. 08 30.58 

122. 91 .: 47.29 

Outstand-
ing mis-
classified · 
duty as 

··on 31lst 
March, 
1991 

4 

70.50 

75.62 
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2 3 4 

1988-89 . 126.53 52.29 74.24 

1989-90 224.50 112. 76 111.74 

1990-91 132.04 23,52 108. 52 

707.06 266. 44 440.62 

On this ·being. pointed out (April 1991) in audit, 
the Chief Electrical Inspector intimated (April 1991) 
that the . matter was taken up (May 1990) with the 
Board for the adjustment of pending amount. Further 
report has not been received · (January 1992). 

A few cases of misclassification of duty not detected 
by 'the I riternal Audit Wing of the Chief Electrical Ins .. 
pector are given below : 

In City _Sub-Division Hansi, five consumers deposited 
monthly energy bills amounting to Rs. 21 .26 lakhs 
(including duty of Rs. 3.55 lakhs) relating to the period 
February 1987 to October 1990 in parts. The entire 
amount (including duty of Rs. 3~55 lal<.hs) was classified 
as Board's revenue and the Board omitted to pay duty 
to the Government. This resulted in non-payment of 
duty of Rs .. 3.55 lakhs to the Government. 

The 
in audit. 
1992). 

omission was pointed out 
Reply of the Department is 

(November 1990) 
awaited (January 

4.6.13. Shortfall in statutory inspection of electrical 
installations 

The State Government, by a notification issued in 

r 

July 1981, directed that all extra high, high voltage and \ 
medium voltage installations (other than agricultural/low ~· 
voltage installations) already connected to the supply 
system shall be inspected and tested by the 'Electrical 
Inspector once in a year and in three years respectively. 
The inspection fee for periodical inspections of low, 
medium, high tension and extra high tension installations 



\ · ranged· betv11een Rs~ 50 and ft'~3.-, -·1000 .. · fhc.. cr.;nsun1-sr 
js required· .to denosit the iris:o<1ction ·ree in advance 
to the Chief Electrical lnsoector. · 

•.' • . ·. I 

_ ._ It .was · i1oticed (A:)rii 198·i} in Jud it that thsrc w·r.s 
shortfall_ in the . number of statutory inspections in the. 
'.Case . of · i11ediu11i/small power instal_latior'rn during the 
years 1986-87 to 1_ 990-91 as pe;- tabie l>elow .. 

Year 

1986-87 

1987-88 

1988-89 

1989~90 

1990~91 

Number Nilm1ber Nl..lrnber Short Parcen~ 
of due . ai:;i:_ual.: hl!.i!I tags of 
instri~- ·for ;y ins- inspec- short.: 
!ati011S insi)i>C- pected t~on fall -

49,647. 

54-;2.98 

56,536 

59,000 

60;825 

tiCin · 

16,549 _-

18,099· 

· 1· 9.·Gf.i"; 
_v,u T'V_ 

19,666. 

20,275 

500 17 :;599 

lAOO \7.445 

J,000 18,666 

. 700 ·· 19,575 

95 

o-7 . ;;; , . 

2,80,306 .· 93,434 4,600 88,834 95 
. . . . - - .- . . . 

·.- The · Shortfall in the · p;escribecl ···number ·of inspe~tion s ••· 
involving revenue lo$s of inspection fees ot .the • rate of 
Rs.· 50 per installation amounted· to · Rs. 44.42 ·. lakhs, ·. 
could also jeopardise - ptiblic : safety and increase . the 
chances of electrical hazards. On this being. pointed out: 
(April 1991) · in audit, the Department attributed the 
sl1ortfall to inadequacy of staff and ·.to the restnct1on 
of the duration of tours to ten . days' ir. a .. month. 

·.·: ·, :,' '';· . . ; ' -·.: :.-
4.6J4. Non-Re.conciiiatlon of treasury. re.celpts 

.-1 n accordance with . ti10 · provisions or- the· Punjab . 
Subsitjiary _Treasury Hufos, . as applicabkr to_ Haryana and 
the instructions issued. by··· the. ·Finance Department, the 
. heads of ·.offices _are required t6 . rnairitain a. remittance 
book in which particulars of challans· rendered .by the ... 
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depositors in proof ot payments of electricity duty. 
inspection fee are . to be recorded .. The figures noted 
in the books are to be reconciled with the treasury at 
the end of each month. 

lri the course of audit of accounts of the Chief 
Electrical Inspector, it was noticed between <Jctober 
1990 and April 1991 that challans in proof of payments 
of inspection fee and licence fee into different treasuries 
of the State were received by the Electrical Inspectorate 
but · monthly reconciliation with treasury records was 
not done. 

The table below indicates the figures of receipts of 
inspeetion fees and other receipts for the years 1986-87 
to 1990-91 as shown in the Finance Accounts of. the 
State Government. 

Year Inspection Other 
fee receipts 

·' (In lal<hs of rupees) 

1986-87 91.74 5.47 

1987-88 27.91 0.95 

1988-89 31.49 1 .. 37 

1989-90 39.65 3.37 

1990-91 .34.56 1. 38 

On being pointed out (October 1990 and April 
1991) in audit, the Department stated (May 1991) 
that the confirmation regarding depositing of the amount 
into the treasuriel! was being obtained from the con­
cerned treasury and reconciliation could not be carried 
out due to shortage of staff. 

The foregoing points were reported to the Govern­
. ment (July 1991 ), followed by reminder (September 1991 ). 

, . 
. 1 . 
' 

.. • 

.t ... ' 
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CHAPTER 5 

NON-TAX RECEIPTS 

5.1. Resuits of Audit 

Test check 0f records of departmental offices dealing 
with assessment, collection and realisation of non-tax re:.. 
ceipts, conducted in audit during the year 1990-91, re­
vealed under assessment or losses of revenue amounting to 
Rs. 129. 48 lakhs in 4345 cases as indicated below : 

Name of department Number of cases A.mount 
(In lakhs of rupees) 

(A) Mines and Geology 352 120. 07 

(8) Medical 3988 9.05 

(C) Agriculture 5 0,36 

4345 129.48 

Some of the important cases noticed in 1990-91 and 
earlier years are mentioned in the following paragraphs. 

A-MINES AND GEOLOGY 

5.2. Short recovery of roya'.ty and interest 

Under the Punjab Minor Minerals Concession Rules 
1964, as applicable to Haryana, a lessee to whom the mining 
lease is granted shall pay royalty at specified rates on minor 
minerals despatched from the leased area. Lease deeds 
executed for this purpose may also stipulate extraction 
of a minimum quantity of mineral so that even if the lessee 
extracts lesser quantity, he will be liable to pay royalty 
on the basis of this minimum quantity. Default or delay in 
payment shall make the lessee liable for payment of interest 
at a rate of 15 per cent per annum. 

123 
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(i) l n Gurgaon , mining lease for Sehsola mines for 
extraction of sand from an area of 159. 66 hectares, was 
granted to a lessee for a period of ten years from 13th Sept­
ember 1988 to 12th September 1998. According to the 
lease de-ad, the lessee was under obligation to ex'.ract 
minimum 300 tonnes of s3nd per hectare per annum. 
Minimum royalty p3yable at the rate of Rs. 5 per tonne for ,--
two yaars from ·13th September 1988 to 12th September 
1990 worked out to Rs. 4. 79 iakhs against which· the 
lessee paid Rs. 

1
63058 thereby resulting in short recovery 

of rnyalty amdunting to Hs. 4. 16 lakhs. Besides, interest 
of Rs. 78929 (worked out upto 30th November 1990) was 
a1so chargoab\e for short payment of royalty. 

On the omission being pointed out (March 1990 and 
Jam.:a~y 19:31) in audit, t11e Dep~vtment issued (October 1990 
~nd J.\~.Jg ;1s:~ 1881) notic!..~S for recovery. Further re Port 
on reGovery ngs not b<}er. recei'Jed (,January 1992). l n 
the meantime another amount of Rs. 0. 47 !akl1 has become 
due. as interest upto August 199"1 '. 

(11) l n Fnridabad, mining lease for extraction of sand 
from an area of162 hectares was granted to a lessee for a period 
from 16th May 1985 to 7th May i 995. According to the 
lease deed, the lessee was under obligation to extract 
minimum 300 tonnes of sand per hectare per annum. 
Minimum royalty payable at the rate of Rs. 5 ·per tonne 
for tl-1e peiiod from '16th May 1989 to 15th May 1990 
worked out to Rs. 2.43 lakhs against which the lessee 
paid Es. 2.20 lakhs, resulting in shoii/non-recovery of 
royalty amounting to Rs.· 22,950. Besides, interest amounting 
to Hs. 9645 fo.- non-payment of royalty was also charge­
able for the period 16th Mny 1989 to 30th November 
'1990. . 

On t!ie omission being pointed out 
·1990) in audit, the Department stated (May 
the 8mount 'JVciS being rBcovered. 

(November 
1991) that 

The above cases w.::re reported to Government .between 
March ·1990 and ~•1arch 1991; their reply has not. been 
received (January 1992.i 

•' 
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5. 3 Non-recovery of Surface Rent, Water Charges and 
·interest ·thereon 

Under the Minerals Concession Rules, 1960 and the 
. Punjab Minor Minerals Concession Rules, 1964, as appli. 
cable to Haryana, a lessee to· whom the mining lease· is 
granted, shall. pay surface .rent and water charges for the 
surface area occupied/used by him· for the purposes of 
mining operations at such rates not exceeding the land 
revenue, water and cesses assessable on the land as may 
be fixed by the Government and specified in the lease 
deed. In Haryana, land revenue was. abolished with effect 
from 16 October . 1986. Further, simple interest at the rate 
of 12 per cent (15 per cent from 16th June 1987) per 
annum is also recoverable for the period of default. 

In Bhiwani, mining lease for . extraction of copper, 
zink and Kankar from an area of 1633.07 ncres was 
granted (August 1984) to a lessee for a period.of twenty 
years. The lessee was required to pay surface rent and 
water charges at the rate of Rs. 4 · and Rs. 20 per acre 
per annum respectively. Neither had the lessee deposited 
surface rent and water · charges nor did the · Department 
take action for recovering of the same, thereby, resulting 
in non~recovery of surface rent and water charges amoun­
ting to Rs. 2.21 lakhs (surface rent Rs. 0.14 lakh and 
water charges Rs.· 2.07 lakhs). Besides, interest of Rs . 

. 1.11 lakhs was also charge able · for non-payment of the 
dues. · · 

On the omission being pointed out (November 1990) 
in audit, the Department ·issued riotice for recovery 
(December. 1990). . Report . on recovery has not been 
received. 

The case was reported (May 1991) to the Govern­
ment; their reply. has not been received (January 1992). 

5. 4 Loss of revenue due to defective execution of lease . 
deed 

Under the Punjab Minor Minerals Concession Rules, 
1964, as applicable to · Haryana, ·a lessee to whom the 
mining lease is granted, shall pay royalty on minor mine-
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rals despatched from the leased area at specified rates. 
Lease deeds executed for this purpose may also stipulate 
extraction of a minimum quantity of mineral so that even if 
the lessee extracts lesser quantity, he ·will be obliged to 
pay royalty on the basis of· this minimum quantity. 

In Farid a bad, a mining lease for extraction of sand 
from ari area of 60.16 hectares was granted (July 1 £E4) 
to a private lessee for ten years. The \ease deed so 
executed stipulated that the lessee shall pay minimum 
royalty on the basis of 300 metric tonne per hectare 
per annum. The lease was, however, terminated prematurely 
by Government in October 1986 in order to grant it to 
Haryana Minerals Limited, a Public Sector Undertaking, 
which took possession of the mining area on 4th October 
1986. However, in the lease deed executed with Haryana 
Minerals Limited, the clause to pay royalty on the basis 
of minimum quantity of 300 metric tonne per hectare per 
annum was erroneously omitted to be incorporated with 
the result that the lessee did not pay any royalty on the plea that 
no mineral was extracted by them from the mining area 
from the date of occupation till 14th January 1991. The 
defective execution. of lease deed deprived the Government 
of revenue of Rs. 3.32 lakhs for the period from 4t-h 
October 1986 to 14th January 1991. 

On the omission being pointed out (January 1991) 
in audit, the Department stated (May 1991) that the said 
clause has been incorporated in the lease. deed with 
effect from 15th January 1991 and simultaneously Govern­
ment have been requested to waive off the arrears .. of 

. royalty upto 14th January 1991. Further report has not 
been received (January 1992). 

The case was reported to the Government (June 1991) 
followed up by reminder (August 1991); their reply has not 
been received (January 1992). 

5. 5 . Short calculation of interest 

Under the Punjab Minor Minerals Concession Rules, 
1964, as applicable to Haryana, a mining lease for quarry­
ing is granted by auction or by inviting . tenders to the 
highest bidder. The lessee is required to deposit ~5 per 

,, 

'l .. ' 
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cent of the annual bid money as security and one twelfth 
of the annual bid money as advance payment immediately 
on the ·allotment of the contract. The balance of the 
contract money is payble in advance, in monthly instalments. 
due on 16th of every month. In the event of default in 
payment, the competent authority may by giving · a riotice, 
terminate the contract and forfeit the security. Interest 
at the rate of 15 per .cent per annum is also recovernble for 
the period of default. 

In Ambala; a contract for extraction of boulder, gravel 
and sand from the quarry of village l<otian was granted 
(April 1988) through auction for the period from 16-4-88 
to 31-3-90.. As the contractor failed to pay the monthly 
instalments, the Department terminated (April 1989) the 
contract and took . over possession of the quarry in 
April 1989 and thereafter issued (December 1989) re-
covery certificate for recovery of balance amount of con~ 
tract money of Rs. 38.78 lakhs and interest of Rs. 4.83 
lakhs ·calculated upto 3-12-89. Audit scrutiny . (December 
1990) revealed that interest upto 3-12-89 actually worked 
out to Rs. 6.29 lakhs instead of Rs. 4.83 lakhs. In­
correct calculations resulted in· short demand of interest 
amounting to Rs. 1.46 lakhs. · · 

On the mi~take being pointed out (December 1990). 
in audit, the Department accepted the omission· and 

·stated (December 1990) that action was . being taken to 
recover the amount as arre;:irs of land revenue. Report 
on recovery has not been received (January 1992). 

The . case was reported ·to. Government in January 
1991 followed up by reminder in · March 1991; their 
reply has not been received (January 1992). 

5. 6 Recovery at the instance of Audit 

In 3 cases, non recovery of contract money, royalty, · 
and dead rent etc. amounting to Rs. 87,972 was accepted 
and recovered by the Department. 
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B-MEDICAL 

5. 7 Misappropriation of Government revenue 

As per departmental instructions issued in October 
1989, medical officers in Haryana were competent to issue 
medical certificates under the new Motor . Vehicles Act, ., 
1989, to the applicants for a driving licence. They were 
required to charge a fee of Rs. 15 in each cas') and money · 
so realised was to b·~ deposited into the Government trea-
sury. 

In the office of Chief Medical Officer, Jind, 1800 
medical certificates were issued during the 'period from 2nd 
November 1989 to 2nd February 1990 and fee realised amounting 
to Rs. 27,000 was not deposited in the Government 
treasury. 

On the omission being pointed 0L1t (October 1990) 
in audit; the Department stated (January 1991) that 
efforts were being made to recover the amount. Report on 
recovery has not been received (January 1992). 

The case was reported to Government in October · 
1990; their reply has not been received (January 1992) .. 

C--AGRICULTURE 

5. 8 Non-recovery of purchase tax and interest 

The Punjab. Sugarcane (Regulation of Purchase ·· and 
Supply) Act, 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 sugarcane purchased by him by the prescribed 
date. In the event of default, interest at the rate of fifteen 
pe~ cent per annum shall be chargeable for the period of 
default. 

In Rohtak, a sugar mill purchased 16092. 20 quintals of 
sugarcane in April 1990 from Uttar Pradesh but did not 
deposit purchase tax of Rs. 24,138 which was due to be 
paid by 14.th May 1990. Besides, interest amounting to 
Rs. 3789 (upto May 1991) was also chargeable for non­
payment of tax. 

l' . 



= 

129 

On the om1ss1on being pointed out (April 1991) in 
audit, the Department intimated (June 1991) that sugar mm 
was being asked to deposit the purchase tax alongwith 
interest. · · 

The case was reported to Government in Apr'il 1991; their 
reply has not been received (January 1992). 

D -'-C0-0 PERATION 

5.9. Short recovery of audit fee 

Under the Punjab Co-operative Societies Rules, 1963 
as applicable to Haryana, every· co~operative society is 
liable to pay audit fee as pr·escribed by Government for 
audit · of its annual· accounts by the auditors of the Co­
operation Department. The fee is charged as a percentage of 
the net profit of the society subject to certain minimum 
and the maximum limits. In the case of a credit and service 
soC:iety, the audit fee is chargeable at the rate of 5 per cent 
of its net profit subject. to a minimum of Rs. 500. 

In the office . of Assistant Registrar of Co-operative 
Societies, Ferozepur Jhirka, audit fee amounting to Rs. 500 
was recovered from a credit and ·service society on the 
basis of net profit reflected in the accounts for the co­
operative year 1987-88 before this was audited by the De­
partment. Later, on co:ni)letion of audit of accounts of 
the society (October 1988) additional fee amounting to Rs. 
27,490 became recoverable · on t.he basis of audited figures 
of net profit, but the same was not demanded. 
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On the omission being pointed out (December 1989) 
in audit, the Department stated (February 1991) that efforts 
were being made to recover amount less recoveredo 

. · Report on recovery has. not been received (August 1991) 0 

The case was reported to the Government (March 1991); their 
reply has not been received (January 1992)0 . 

CHANDIGARH· 
'fhe. · 

NEW DELHI 
The 

(RAGHUBIR SINGH) 
Accountant General (Audit) Haryana 

Countersigned 

(C.Go SOMIAH) 
Comptroller and Auditor General of India 
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