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PREFATORY REMARKS

This report for the year ended 31 March 2002 hasnbgrepared for
submission to the Governor under Article 151 (2)haf Constitution.

The audit of revenue receipts of the State Govemnseconducted under
Section 16 of the Comptroller and Auditor GenergDaities, Powers and
Conditions of Service) Act, 1971. This Report presehe result of audit of
receipts comprising sales tax, taxes on motor &hitand revenue, stamp
duty and registration fees, State excise, forestipes, mining receipts and
other departmental receipts of the State.

The cases mentioned in this Report are among tlvbggh came to notice
in the course of test audit of records during 20002 as well as those
noticed in earlier years but which could not beared in the previous
years’ Reports
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This

[ OVERVIEW |

report contains 43 paragraphs and 2 reviewsting to under-

assessment/short-levy/non-levy etc. involving R8.28 crore. Some of the major
findings are mentioned below:

(i)

(ii)

(iii)

(i)

(@)

The Government's total revenue receipts foryisar 2001-2002 amounted
to Rs.7047.99 crore. Of this, 44.§2r cent was raised by the State,
Rs.2466.88 crore through tax revenue and Rs.69ragt® through non-
tax revenue and 55.18er cent was received from the Government of
India, Rs.2648.72 crore in the form of State's shafr divisible Union
taxes and Rs.1240.64 crore as grants-in-aid.

{Para 1.1}

Test check of records of Sales Tax, Motor \6ds Tax, State Excise,
Mines and Minerals, Land Revenue, Forest and Oibepartmental

offices conducted during the year 2001-2002 revkal®der-assessment,
short-levy/loss of revenue etc. amounting to Rs42rore in 114026
cases. During the year 2001-2002, the concernedrubegnts accepted
under-assessment etc. of Rs.21.47 crore involvelBid7 cases pointed
out during 2001-2002 and earlier years.

{Para 1.7}
As on 30 June 2002, 3636 inspection repastaied up to December 2001
containing 11643 audit observations involving Rg3.38 crore were

outstanding for want of comments/final action bye tltoncerned
departments.

{Para 1.8}

A review on "Exemption to industries under @asSales Tax Act"
revealed the following:

10 industrial units had defaulted in paymenthair dues to the Orissa
State Financial Corporation. But they were alloweegular exemption of
Rs.4.74 crore.

{Para 2.2.8}

Vi



(b)

()

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

3
(i)

There was grant of excess exemption of sabesotaRs.7.77 crore to 8
industrial units due to enhancement of installegacéy in the eligibility

certificate issued by District Industries Centrehout fulfilment of the

expansion criteria.

{Para 2.2.9}

There was loss of Sales Tax revenue of Rs.Brére due to excess
allowance of exemption to 5 units under IPR, 199@ ¥R, 1996.

{Para 2.2.11}

Failure of the department to conduct marketvey resulted in non-
realisation of tax estimated at Rs.69.45 lakh.

{Para 2.4}

Underassessment of purchase turnover ledhtwtsassessment of purchase
tax of Rs.14.31 lakh.

{Para 2.7}

There was evasion of tax of Rs.10.53 lakh tmeindervalued sales to
favoured buyer.

{Para 2.8}

Grant of concessional sales to the dealers were neither engaged in
manufacturing activities nor registered, resulted inadmissible
concessional tax of Rs.21.33 lakh.

{Para 2.9}

There was evasion of tax of Rs.39.80 lakh ttushort accountal of goods
or closure of units or fraudulent use of statuteglaration.

{Para 2.10}
Application of incorrect rate led to shorvieof tax of Rs.27.92 lakh.

{Para 2.11}

[Motor Vehicles Tax ]

Motor vehicles tax and additional tax includimggnalty amounting to
Rs.3.33 crore was not realised in respect of 280fract carriages which
had valid route permits.

{Para 3.2}

Vii



(ii)

(i)

(i)

(ii)

(@)

(b)

(€)

(d)

Tax and penalty of Rs.1.20 crore was eithetr realised or short realised
in respect of 367 stage carriages.

{Para 3.3}

Motor vehicles tax, additional tax and peratif Rs.15.94 crore was not
realised in respect of 8530 goods vehicles/Trattler combination as

they were neither covered by off-road declarationtax was paid in other
regions.

{Para 3.4}

[Land Revenue, Stamp Duty and Registration Fees]

Interest on belated payment of premium etcRsf3.25 crore was short
levied.

{Para 4.3}

A review on "Levy and collection of Stamp dund Registration fees"
revealed the following:

There was short levy of stamp duty and regisimdee of Rs.2.09 crore in
2035 documents on account of non-adherence to tbeer@ment
notification as well as instructions issued by thepector General of
Registration (Orissa).

{Para 4.6.6}

Cross verification of records of Tahasil officavith reference to 379
documents revealed that kissam of land was incilyreset forth with
lower value for which there was loss of Stamp Dartgl Registration Fees
of Rs.39.35 lakh and fine of Rs.18.95 lakh.

{Para 4.6.7(a)}

There was loss of Registration fee of Rs. 4%akh due to allowance of
irregular exemption.

{Para 4.6.8(ii)}

Short levy of Stamp duty of Rs.67.13 lakh wagiced due to incorrect
computation of Stamp duty.

{Para 4.6.8(iii)}

viii



(i)

(ii)

(i)

(ii)

(iii)

-
(i)

(ii)

State Excise

There was loss of Excise Duty of Rs.2.46 crore account of lower
outturn of rectified spirit from molasses due toramloption of Chemical
Examiner's reports.

{Para 5.2}

There was non levy of excise duty and penaityRs.0.52 crore due to
short production of India Made Foreign Liquor intting plants with
reference to Minimum Guaranteed Quantity.

{Para 5.3}

[Forest Receipt§

Interest amounting to Rs.98.89 lakh on belagtagment of royalty was not
levied.

{Para 6.2}

There was loss of forest revenue of Rs.14dkhldue to non-institution of
certificate proceedings within the time limit of §8ars before the cases
were barred by limitation.

{Para 6.4}

There was loss of forest revenue of Rs.7.8&hl due to non-disposal of
minor forest produce.

{Para 6.5}

[Mining Receipts ]

There was non-payment of royalty of Rs.1.04rerdue to suppression of
stock of coal reported to the Mining Departmenthwieference to the
measured stock of the lessee as on 31 March 2000.

{Para 7.2}
Non levy of dead rent, surface rent and inséref Rs.1.00 crore due to

non-identification of exact area occupied by thasée resulted in
blockage of Government revenue.

{Para 7.3}




(i) Non raising of royalty and cost of ore dueilegal mining amounted to
Rs.0.46 crore.

{Para 7.4}

8 [Departmental Receipt%

(@) Demand of Rs. 144.90 crore was not raised agé&inssa Hydro Power
Corporation and erstwhile Orissa State Electriétyard for drawing
water from Hirakud Dam Project for generation oéatticity. Further,
demand of Rs. 2344.26 crore raised between MarfR 20d July 2002
against the Corporation remained unrealised resulilockage of revenue
to that extent.

{Para 8.2.2}

(b) There was loss of revenue of Rs.2.11 crore tdueregular adjustment
against advance deposit of Rs.3 crore for improveraecanal works.

{Para8.2.3}

(i) Non realisation of electricity duty of Rs.@D. lakh including interest of
Rs.19.24 lakh led to blockage of Government revenue

{Para 8.3}




[ CHAPTER-1 : GENERAL |

1.1 Trend of Revenue Receipts

1.1.1 The tax and non-tax revenue raised by thee@®owent of Orissa during
the year 2001-2002, the State's share of dividibien taxes and grants-in-aid
received from the Government of India during tharyand the corresponding
figures for the preceding two years are given below

(Rupees in crore)

1999-2000| 2000-2001| 2001-2002
I Revenue raised by State
Government
() | Tax Revenue 1704.08  2184.03 2466.88
(b) | Non-Tax Revenue 716.44 685.47 691.7H
Total 2420.56 | 2869.50 3158.63
Il |Receipts from Government
of India
(a) | State's share of divisible 1748.45 2603.97| 264872
Union taxes
(b) | Grants-in-aid 1715.63] 1428.55 1240.64
Total 3464.08 | 4032.52 3889.36
lIl | Total Receipt of the State 5884.64 | 6902.02 7047.99
Government (I+11)
IV | Percentage of | to lll 41.13 41.57 44.82
1 For details, please see Statement No.l1l-Detailecbusts of Revenue by Minor Heads in the Finance

Accounts of the Government of Orissa for the ye&20122002. Figures under the minor head 901-Shanetof
proceeds assigned to States under the major h€@@s@brporation Tax; 0021-Taxes on Income othen tha
Corporation Tax; 0028-Other Taxes on Income andeBdjture; 0032-Taxes on Wealth; 0037-Customs; 0038-
Union Excise Duties; 0044-Service Tax and 0045-Offizxes and Duties on Commodities and Services
booked in the Finance Accounts under A-Tax Revdmue been excluded from the Revenue raised by the

State and exhibited as State's share of divisibierutaxes.
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1.1.2 The details of the tax revenue raised during te Y001-2002 along with
figures for the preceding two years are given below

(Rupees in crore)

Heads of Revenue 1999-2000 [ 2000-2001 [ 2001-2002 | Percentage of increase
(+) or decrease (-) in
2001-2002 over
2000-2001
1. Sales Tax 1107.55 1342.12 1402.33 +) 4.49
2. TaxesandDutieson | 57 g 146.71 136.96 () 665
Electricity
3. Land Revenue 50.46 53.26 84.484 (+) 58.62
4.  Taxes on Vehicles 155.53 178.17 216.3y (+) 21.44
5. Taxes on Goods and
Passengere 34.18 194.04 252.04 (+) 29.89
6. State Excise 114.82 135.31 197.4¢ (+) 45.93
£ gtamp Duty and 102.01 108.52 109.76 +) 114
egistration Fees
8.  Other Taxes and
Duties on
Commodities and 12.33 14.60 27.62 (+) 89.18
Services
9. Other Taxes on
Income and - 11,3(? 39.86 (+) 252.74
Expenditure
Total 1704.08 2184.03 2466.88

The reasons for variations for the following iteassfurnished by the concerned
departments were as under:

(@) Land Revenue The increase (58.6Rer cent) was stated to be due to
sincere and effective steps taken by the Revenongtration, collection
of miscellaneous receipts and disposal of reveages

(b)  Taxes on VehiclesThe increase (21.4der cent) was stated to be due to
revision in tax rates, increase in vehicle popalatibetter enforcement
and effective supervision etc.

(c) State Excise The increase (45.9er cent) was stated to be due to
opening of new country spirit/out still shops, oatlisation of minimum
guaranteed quantity and consideration money, ernagict of licence fee,
bottling fee etc.

Reasons for variations in respect of Taxes on gaeodispassengers, Other taxes
and duties on commodities and services and Otheestaon Income and
Expenditure from the departments concerned havéeenn received (November
2002) though called for (April 2002).

2 Represents tax on ‘Entry of goods into local ar@asbduced in the State from 1 December 1999.

3 Represents tax on "Professions, Trades and Emplayiméroduced in the State from 1 November 2000.
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1.1.3 The details of non-tax revenue realised during ybars 1999-2000 to
2001-2002 are given below:

(Rupees in crore)

Heads of Revenue 1999-2000 2000-2001 | 2001-2002 Percentage of
increase (+) or
decrease (-) in
2001-2002 over

2000-2001
1. Forest 95.78 84.79 87.95 (+) 3.73
2. Mines and Minerals 320.09 360.33 378.56 (+) 5.06
3. Education 15.11 19.91 24.98 (+) 25.46
4. Interest 19.46 13.09 25.27 (+) 93.05
5. Public Health, Water 14.71 17.83 21.25 (+) 19.18
Supply and Sanitation
6. lIrrigation and Inland 10.51 20.16 18.40 (-) 873
Water Transport
7. Police 10.17 21.44 19.23 (-) 10.30
8. Others 230.6%4 147.92 116.11 (-) 21.50
Total 716.48 685.47 691.75

The reason for decrease (100 cent) in respect of Police receipts was stated to
be due to non-collection of dues from other Stategbnments and other parties.

Reasons for variations relating tducation, Interest, Public Health, Water
Supply and Sanitation have not been received (November 2002) thougled&dir
(April 2002).

1.2  Variations between budget estimates and actual

The variations between budget estimates of revémuthe year 2001-2002 and
the actual receipts under the principal heads ofated non-tax revenue and the
reasons therefor as intimated by the respectivarttepnts are given below:

(Rupees in crore)

Sl Heads of Budget Actual VETEETS Percentage of
- ; Increase (+) iy
No. Revenue estimates receipts Variation
Shortfall (-)

Tax Revenue
1  Sales Tax 1485.00 1402.33 @8p.67 (-) 5.57
2 Taxes on Goods

and Passengers 250.00 252.04 (+) 2.04 (+) 0.82
3 Taxes and Duties
on Electricity 160.00 136.96 (-)23.04 (-)14.40
4 Includes receipt of dividend of Rs.111.14 croreandividend head and Rs.17.06 crore under other

administrative services head.
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(Rupees in crore)

Sl. Heads of Budget Actual TN Percentage of
No Revenue Estimates receipts IEEERE () Variation
: P Shortfall (-)
4 Land Revenue 65.00 84.48 (4p.48 (+)29.97
5 Taxes on Vehicles 220.00 216.37 (-) 3.63 (-) 1.65
6 State Excise 225.00 197.46 @Y.54 (-)12.24
7 Stamp Duty and
registration Fees 130.00 109.76 (-)20.24 (-)15.57
Non-Tax Revenue
8 Mines and
Minerals 367.57 378.56 (+)10.99 (+) 2.99
9 | Forest 100.00 87.95 (42.05 (-)12.05
10 | Education 22.00 24.98 (+)2.98 (+)13.55
11 | Interest 20.00 25.27 (+)5.27 (+)26.35
12 | Police 13.00 19.23 (+)6.23 (+)47.92

(@) Taxes and Duties on Electricity The shortfall (14.4Qper cent) was
stated to be due to non-payment of duty on auyil@msumption and at
the enhanced rate by some of the major Captive PBlaat units like M/s
NALCO, M/s ICCL, Choudwar and M/s RSP, Rourkela.

(b)  Stamp Duty and Registration FeesThe shortfall (15.5%per cent) was
stated to be due to non-registration of large nunabeocuments and less
sale of stamps than the target fixed.

(© Forest The shortfall (12.0%er cent) was stated to be due to less payment
of royalty by Orissa Forest Development Corporatitth

(d) Police The excess collection (47.9%r cent) was stated to be due to

collection of arrears from South Eastern Railways ether parties.

Reasons for variations relating to Land RevenuateSExcise, Education and

Interes

The wi
of ade

t have not been received (November 2002igthaalled for (April 2002).

de variation between budget estimates anshhotceipts reflected a lack
guate assessment of actual receipts and dbsibpities of additional

resource mobilisation as the budget estimates Wweneg framed without any
specific assessment of receipts from the respeatim@nistrative departments.

1.3

Cost of Collection

The gross collection in respect of major revenweigs, expenditure incurred on
their collection and the percentage of such experalio gross collections during
the years 1999-2000, 2000-2001 and 2001-2002 alatingthe relevant all India
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average percentage of expenditure on collectiogress collections for 2000-
2001 are given below:

(Rupees in crore)
Heads of Year Gross Expenditure | Percentage of | All India average
Revenue collection | on collection | expenditure to percentage for
gross the year
collection 2000-2001
1 Sales Tax | 1999-2000 1107.55 20.70 1.87
2000-2001| 1342.12 22.86 1.70 131
2001-2002| 1402.33 21.70 1.55
2 Taxeson 1999-2000 155.53 7.40 4.76
Vehicles 2000-2001 178.17 7.86 4.41 3.48
2001-2002 216.37 7.87 3.64
3 State Excise| 1999-200D0 114.82 11.16 9.72
2000-2001 135.31 11.80 8.72 3.10
2001-2002 197.46 11.99 6.07
4 Stamp Duty| 1999-2000 102.01 14.41 14.13
and_ _ 2000-2001 108.52 12.16 11.21 4.39
Eeglstraﬂon 2001-2002| 109.76 11.70 10.66 '
ees

The expenditure on collection in all the above Isead a percentage of total
collection under the respective heads is higherc@spared to the national
average. The same is significantly high in cas&tate Excise and Stamp Duty
and Registration Fees.

1.4

Arrears of Revenue

As on 31 March 2002, the arrears of revenue undecipal heads of revenue as
reported by the departments were as follows:

(Rupees in crore)
Sl. Heads of Amount of Arrears
No Revenue arrears ason 31 | more than Remarks
March 2002 five years old
1 Sales Tax 861.93 322.07 The stages of arrears were as under

@)

(b)

Demands covered
by Certificate
proceedings/ Tax
Recovery
proceedings

Demands stayed by

201.98

0] Supreme

Court/High Court 266.75
(ii) Departmental

authorities 157.91
(c) Under dispute i.e.

covered by show

cause and penalty 231.3
(d) Amounts likely to

be written off 3.92
Total 861.93




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

(Rupees in crore)
Sl. Heads of Amount of Arrears
No Revenue arrears ason 31 | more than Remarks
March 2002 five years old
2. Entry Tax 6.84 Nil The stages of arrears were as under
(a) Demand covered
by certificate/Tax
Recovery
proceedings 0.06
(b) Recoveries stayed
by Departmental
authorities 1.62
(c) Amount under
dispute i.e.
covered by show
cause and penalty 5.16
Total 6.84
3. Entertainment Tax| 5.30 NA The stages of arrears were as under
(a) Demand covered
by certificate/Tax
Recovery
proceedings 3.36
(b) Recoveries stayed
by:
@ High
Court/Supreme
Court 0.14
(ii) Departmental
authorities 0.23
(c) Amount under
dispute i.e.
covered by show
cause and penalty 1.57
Total 5.30
4. Taxes on Vehicles 71.15 NA Item-wise break up was as under :
0] Orissa State Road
Transport
Corporation 36.56
(ii) Private Vehicles 34.59
Total 71.15
5 Land Revenue 14.60 NA Item-wise break up was as follows :
(a) Rent 1.64
(b) Cess 3.80
(c) Nistar Cess 0.13
(d) Sairat 2.84
(e) Misc. Revenue 6.1
Total 14.60
6 Forest 63.46 NA The item-wise details was as under :
(@) Forest Lease 14.1
(b) Kendu Leaves 0.27
(c) OFDC 49.05
Total 63.46

Of this Rs.0.74 crore collected during April 20@ June 2002 leaving a balance of Rs.13.86 crore.
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(Rupees in crore)

Sl. Heads of Amount of Arrears more
No Revenue arrears as on 31 than five Remarks
March 2002 years old
7 Mines and 26.81 2.19 The stages of recovery was as under :
Minerals (@  Demand covered
by certificate
proceedings 2.45
(b) Demand locked up
in litigation in High
Court 0.20
(c) Amount covered
under write
off/waiver proposal 0.75
(d) Recoverable
amount 23.41
Total 26.81
8 Police 21.42 3.40 21 cases involve Rs.21.39 crore
having Rs.2 lakh or more in eagh
case.
9 Irrigation (WR) 10.38 NA Item-wise break up was as follows :
0] Compulsory Basic
Water Rate 7.03
(i) Fluctuating Water
Rate 3.35
Total 10.38
10 Other 9.12 NA Item-wise break up was as under :
Departmental . .
Receipts (Rent) WI
G.A Department Bulldings
1 MLA's and ex-
MLA's 0.49
2 Boards and
Corporations 0.42
3 Private parties 0.3
4 Retired Govt.
Servants 2.94
5 Transferred Govt.
Servants 1.22
6 Certificate cases 0.0b
7 Central
Government
employees
occupying State
Government
Quarters and water
tax 0.68
8 Usual House Rent 1.78
9 Recovery stayed by
High Court and
other judicial
authorities 0.20
Non-Residential
Buildings 0.96
Total 9.12

6 Of this Rs.0.32 crore collected during April 2002June 2002 leaving a balance of Rs.10.06 crore.
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(Rupees in crore)
Sl Heads of Amount of Arrears more
No Revenue arrears as on 31 than five Remarks
March 2002 years old
11 Interest 87.77 NA 1 Co-operation
Department 53.64
2 Industry
Department 34.13
Item -wise break up was as under :
(@) Orissa Small
Industries Corp. 0.67
(b) Industrial
Development Corp.  6.06
(c) Orissa Film
Development Corp.  0.11
(d) Orissa Instrument
Co. 0.29
(e) Orissa State
Leather Corp. 0.42
® Orissa State
Financial Corp.
0] Loan in lieu of
share capital 6.82
(ii) Interest bearing
loan 9.43
(iiiy  State Aid Rural
Industries Program.
loan 1.06
(iv) Sales Tax loan 5.93
(v) Electricity Duty
loan 3.00
(viy  Panchayat Samiti
Industries loan 0.34
Total 34.13
Grand Total 87.77
12 Stationery and 450 NA Amount in each case exceeds Rs| 2
Printing lakh (18 cases involving Rs.4.03
crore).
Item-wise break up was as follows:
0] Stationery Receipts 0.07
(ii) Sale of Gazette 0.03
(i) Other Press 4.35
(iv) Other Receipts 0.05
Total 450
13 | State Excise 11.25 NA The stage wise position of arrears was

as under:

(a) Covered by
certificate

proceedings 4.28
(b) Stayed by High

Court/other judicial

authorities 2.56
(c) Amount under

dispute 0.06
(d) Proposed to be

written off 0.03
(e) Other stages of

recovery 4.32
Total 11.25

7

Of this Rs.1.42 lakh collected during June 2B@®ing a balance of Rs.4.49 crore as of June 2002.
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1.5 Arrears in assessment

The details of Sales Tax assessment cases pendihg beginning of the year,
cases becoming due for assessment during the gaesss disposed of during the
year and the number of cases pending finalisatidheaend of each year during
1997-1998 to 2001-2002 as furnished by the depattare given below:

Year Opening | Cases due for| Total Cases Balance at | Percentage of
Balance assessment finalised | the close of column
during the during the year 5to 4
year the year
1 2 3 4 5 6 7

1997-1998| 2,66,425 1,82,857 4,49,282 1,68,521 2,80,761 38
1998-1999| 2,80,761 1,86,439 4,67,200 1,55,498 3,11,707% 33
1999-2000| 3,11,702 1,84,660 4,96,362 1,49,044 3,47,31¢ 30
2000-2001| 3,47,318 1,88,952 5,36,2701,59,337 3,76,937 30
2001-2002| 3,76,933 1,88,983 5,65,916 2,20,640 3,45,27¢ 39

1.6 Fraud and Evasion of Tax

The number of cases of evasion of tax detectedhéySales Tax department and
assessments finalised during 2001-2002 are givienvbe

Number of
cases
A(i) Cases pending as on 31 March 2001 13,632
(ii) Cases detected during the year 2001-2002 1,775
Total 15,407
B Cases in which investigations were dropped/assass completed 4393
during the year 2001-2002 '
C Cases which were pending at the end of the yea3( March 2002) 11,014

The revenue involved in the pending cases wasumnished by the department. It
would be seen from the above that the disposalktdated cases was very low
(28.5per cent).

1.7 Results of Audit

Test check of the records of Sales Tax, Motor Mekidax, Land Revenue, State
Excise, Forest, Mines and Minerals and Other Depamtal offices conducted

during the year 2001-2002 revealed under-assessheritlevy/loss of revenue

etc. amounting to Rs. 422.44 crore in 114026 cd3esng the course of the year
2001-2002, the concerned departments accepted -asdessment etc. of
Rs.21.47 crore involved in 13,147 cases which yereted out in 2001-2002 and

in earlier years. Of these, the departments reeovBs.1.43 crore in 220 cases.
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This report contains 43 paragraphs and 2 revieVesing to under assessment /
short-levy/non-levy etc. involving Rs.260.X8ore of which Rs.6.94 crore has
been accepted by Government/ Department. Recovagenin these cases
amounted to Rs.0.06 crore up to August 2002. Aabgervations with a total
revenue effect of Rs.7.07 crore have not been &esdepby the
Department/Government but their contentions beingagance with the facts or
legal position have been appropriately commente@dnuin the relevant
paragraphs. Replies in the remaining cases havéeawmt received (November
2002).

1.8 Outstanding inspection reports and audit obsemations

Audit observations on incorrect assessments, $éytof taxes, duties, fees etc.
as also defects in the maintenance of initial rdearoticed during audit and not
settled on the spot are communicated to the heddsffces and other
departmental authorities through inspection repoftse heads of offices are
required to furnish replies to the inspection répdntrough the respective heads of
departments within a period of one month.

The number of inspection reports and audit obsemstrelating to revenue
receipts issued up to 31 December 2001 which wenrglipg settlement by the
departments as on 30 June 2002 along with correspgnfigures for the
preceding two years are given below:

2000 2001 2002
1. Numper of inspection reports 3769 3909 3636
pending settlement
2. Number _of outstanding audit 12087 12507 11643
observations
3. Amount of revenue involved 666.67 920.26 1375.38
(in crore of Rupees)

Department-wise break up of the inspection repamsl audit observations
outstanding as on 30 June 2002 is given below:

Department Nature of Number of Amount of | Year to which Number of
receipts outstanding receipts observations Inspection
Inspect- | Audit involved relate Reports
ion observ- (Rs. in to which even
reports ations crore) first replies
have not been
received
1. Finance 1972-73 to
Sales Tax 631 2892 188.51 2001-2002 53
Entertainment 1975-76 to
Tax 102 152 1501 5001-2002 14
1997-98 to
Luxury Tax 11 12 0.69 2001-2002 11
Entry Tax 3 4 0.01 2001-2002 4
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Department Nature of Number of Amount of | Year to which Number of
receipts outstanding receipts observations Inspection
Inspect- | Audit involved relate Reports
ion observ- (Rs. in to which even
reports ations crore) first replies
have not been
received
2. Commerce | Taxes on 1970-71to
and Vehicles 248 2520 134451 2001-2002 36
Transport Taxes on
(Transport) | Goods and 70 237 109 | 197374to Nil
1987-88
Passenger
3. Revenue Land 1975-76 to
Revenue 992 2090 254.11 2001-2002 136
Stamp Duty
and 1976-77 to
Registration 167 245 29.26 2001-2002 115
Fees
4. Excise State Excise 1977-78 to
266 734 48.13 2001-2002 40
5. Forestand | Forest 1967-68 to
Environment| Receipts 558 1576 119.35 2001-2002 45
6. Steel and Mining 1974-75 to
Mines Receipts 92 203 21.68 2001-2002 3
7. Cooperation| Departmental 1976-77 to
Receipts 61 193 260.26 2001-2002 1
8. Food
Supplies
1982-83 to .
and -do- 65 142 4.38 2001-2002 Nil
Consumer
Welfare
9. Energy A 1992-93 to
do 52 111 292.79 2001-2002 5
10 G.A(Rent) 1976-77 to )
-do- 9 25 4.46 2000-2001 Nil
11.  Works 1992-93 to .
-do- 23 38 571 2001-2002 Nil
12.  Others -do- 286 469 3.00 - Nil
Total 3636 11643 1375.38 473

Given the huge pendencies and the amount of revenuelved, it is
recommended that Government should look into thatten and ensure that
effective steps are taken (a) for action againtiafs who failed to send replies
to Inspection Reports/Paras as per the prescrilmed $chedule, (b) to raise
demand and realise the short levy/non-levy of fars, duties and arrears of
revenue etc. in time bound manner and (c) to ensueer response to the audit
observations by the departments concerned.

1.9(a) Response of the Departments to Draft Auditd&ragraphs

Government of Orissa, Finance Department, in tleicular memorandum
instructed (May 1967) various departments of theveBament to submit
compliance to the draft audit paragraphs floatedhiegyAccountant General (AG)
for inclusion in the Audit Reports of the Compteslland Auditor General
(C&AG) within six weeks from the date of receiptsafch draft audit paragraphs.
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The above instructions were reiterated (Decemb&3)1%vhile accepting the
recommendation of the High Power Committee on nespoof the State
Governments to the Audit Reports of the C&AG. Thaftdparas (DP) are
normally forwarded by the AG to the Principal Se¢arg/Secretary of the
administrative department concerned through deficiaf letters seeking
confirmation of the factual position and commensréon within the stipulated
period of 6 weeks.

Fifty six draft paragraphs being considered fotusmn in this Report were demi-
officially forwarded to the Secretaries/Principa¢cgetaries of the concerned
departments between December 2001 and June 2002w#quest to verify the
factual position and offer comments thereon. Defficial reminders were also
issued after the expiry of six weeks time in eagbec The position of response to
the draft paras are detailed below:

Sl. | Name of the Department/Nature No. of draft No. of draft No. of draft
No. of receipt paras forwarded | paras in respec| paras in which
including review | of which replies replies were not
were received received
1 Finance (Sales Tax) 15 13 2
2 Energy (Electricity Duty) 1 Nil 1
3 Transport (Motor Vehicle Tax) 13 Nil 13
4 Revenue (Land Revenue, Stamp Duty .
and Registration Fees) 5 5 Nil
5 Excise (Excise Duty and Fees) 7 5 2
6 Steel & Mines (Mining Receipts) 8 1 7
7 Forest and Environment 4 1 3
(Forest Receipts)
8 Water Resources 2 Nil 2
9 General Administration .
. 1 1 Nil
(Departmental Receipt)
Total 56 26 30

While Revenue and General Administration departsieesponded to all the
paras, Finance, Excise, Steel & Mines and Foregn&ironment departments
responded to 13,5,1 and 1 paras out of 15,7,8 armhrds issued to them
respectively. No response was received from theratbpartments.

1.9(b) Follow up on Audit Reports

Finance Department instructed (May 1967 and MayB1L@8l departments of the
Government to takeuo motu action to verify the facts and figures mentioned i
the Audit Reports presented before the State Llagid and submit a
comprehensive note covering all aspects of thescaséhe Audit Paragraphs to
the Public Accounts Committee (PAC) soon after ipgcef the Audit Report. In
December 1993, the Finance Department furtheruatsd that the departments
should submit explanatory notes on paragraphs dedun the Audit Reports
indicating the action taken or proposed to be tawahin a period of three

12
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months without waiting for any notice or call frd?AC. Since the Audit Reports
of the Comptroller and Auditor General of India (lBeue Receipts) represent the
culmination of the process of statutory audit stgrivith initial inspection of the
accounts records maintained in various offices uddpartments of Government,
it is imperative that they elicit appropriate andely response from the Executive
as a measure of rectification of errors noticedaudit and to safeguard the
interests of revenue.

It was noticed that though the Audit Reports (RemerReceipts) of the

Comptroller and Auditor General relating to thetSttor the years 1989-90 to
2000-2001 were presented to the State Legislatssebly between December
1991 and March 2002 ten departments did not sufmimotu explanatory notes

on 221 paragraphs/review paragraphs as of Junetd@@2 PAC for examination

of the cases as tabulated below:

discussion

Year 1989-90(1990-911991-92 1992-93 1993-94 1994-95 1995-96 1996-97/ 1997-99 1998-99 1999- | 2000- |Total

2000 2001
No. of paras in the AR 69 68 63 54 44 41 4b 3 8 04 24 45 | 578
No. of paras discussed in PAC 68 51 51 40 32 21 13 - - - -- - | 276
No. of paras pending for 01 17 12 14 12 26 21 34 3 4 34 45 | 302

No. of paras for which

compliance notes awaited 01 Nil 12 14 12 12 10 19 23 3 34 45 | 221

from the departments

From the above, it would be seen that the non-ciamge to audit paragraphs
stood at 38.24ber cent of total paras presented to the Assembly duriregaithove

period. Lack of follow up action on Audit Reportg the Departments resulted in
non-realisation of substantive revenue to the Stasdes recurrence of similar

errors every year.

1.9(c) Response of the departments to PAC Reports/
Recommendations

The Orissa Legislative Assembly (OLA) Secretariagsued (May 1966)
instructions to all departments of the State Gawvemt to submit notes showing
action taken by the Government on various suggestimbservations and
recommendations made by the Public Accounts CoreeniPAC) for their
consideration within six months after presentatainthe PAC Report to the
Legislature. The above instructions were reiterdigdGovernment in Finance
Department in December 1993 and by the OLA Secattiar January 1998. The
PAC Reports/recommendations are the principal mmediby which the
Legislature enforces financial accountability oé thxecutive to the Legislature
and it is appropriate that they elicit timely respe from the departments in the
form of Action Taken Notes (ATNS).

However, it was noticed from the PAC reports suteditduring the 10th, 11th
and 12th Assembly that 44 Reports containing 3¥agjeecommendations were
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presented by the PAC before the Legislature duFfefruary 1991 to August
2001 after examination of the Audit Reports (RewenRBeceipts) of 14
Departments for the year 1985-86 to 1994-95 asldédthelow:

Sl. PAC Report No./ Department to No. of paras | No. of paras for Reference to
No | Date of placement | which relates in PAC which ATN not C & A.G.’s Audit
in Assembly. Reports received Reports (R/R)
(10th Assembly

1 4th/27.02.1991 Revenue and 21 21 1985-86
Excise

2 11th/30.03.1992 Steel and Mining 04 02 1987-88

3 12th/30.03.1992 Home 01 01 1986-87

4 13th/12.11.1992 Fishery and ARD 04 04 1986-87

5 23rd/23.03.1993 Housing and UD 01 Nil 1987-88

6 25th/23.03.1993 Irrigation 01 01 1987-88

7 28th/23.07.1993 Energy 03 Nil 1986-87 & 1987-88

8 29th/23.07.1993 Energy 02 Nil 1988-89 & 1989-90

9 30th/11.11.1993 Commerce and 16 07 1986-87
Transport

10 | 32nd/11.11.1993 Commerce and 05 Nil 1988-89
Transport

11 | 33rd/11.11.1993 Commerce and 03 03 1989-90
Transport

12 | 34th/11.11.1993 Commerce and 29 10 1990-91
Transport

13 | 41st/29.12.1993 Energy 04 03 1990-91

14 | 46th/25.03.1994 Education 02 02 1990-91

15 | 50th/25.03.1994 Irrigation 02 02 1988-89 & 198D-

16 | 54th/27.09.1994 Water Resources 01 01 1990-91

17 | 59th/21.12.1994 Forest & 18 Nil 1986-87
Environment

18 | 60th/21.12.1994 Forest & 13 Nil 1987-88
Environment

19 | 61st/21.12.1994 Forest & 05 05 1988-89
Environment

20 | 62nd/21.12.1994 Forest & 16 16 1989-90
Environment

21 | 63rd/21.12.1994 Forest & 16 16 1990-91
Environment

(11th Assembly

22 | 5th/14.03.1996 Steel & Mining 03 Nil 1988-89

23 | 7th/16.03.1996 Finance 14 14 1986-87

24 | 8th/16.03.1996 Steel & Mining 05 Nil 1989-90

25 | 13th/22.03.1994 Steel & Mining 08 Nil 1990-91

26 | 14th/22.03.1996 Forest & 14 14 1991-92
Environment

27 | 15th/22.03.1996 Revenue & 18 18 1986-87
Excise

28 | 19th/31.07.1996 Finance 10 Nil 1987-88

29 | 20th/31.07.1996 Agriculture 01 01 1988-89

30 | 21st/31.07.1996 Home 03 03 1988-89

31 | 25th/27.11.1996 Finance 14 14 1988-89

32 | 27th/27.11.1996 Law 01 01 1988-89 & 1990-91

33 | 32nd/27.11.1996 Home 02 02 1987-88

34 | 43rd/29.03.1997 Home 01 01 1991-92 & 1992-93

35 | 48th/08.12.1997 Energy 02 02 1991-92

36 | 49th/08.12.1997 Energy 03 03 1992-93
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Sl. | PAC Report No./ Department to No. of paras | No. of paras for Reference to
No | Date of placement | which relates in PAC which ATN not C & A.G.’s Audit
in Assembly. Reports received Reports (R/R)

37 | 52nd/31.03.1998 Forest & 07 06 1992-93
Environment

38 | 62nd/04.08.1999 Finance 02 02 1989-90

39 | 63rd/04.08.1999 Home 02 Nil 1993-94

(12th Assembly

40 | 6th/15.12.2000 Steel and Mineg 8 8 1991-92 &2199

41 | 9th/27.3.2001 Commerce & 3 3 1992-93
Transport

42 | 13th/-do- Forest & 2 2 1993-94
Environment

43 | 14th/-do- Fisheries & ARD 2 2 1992-93

44 | 18th/9.8.2001 Commerce & 23 23 1993-94 & 1994-95
Transport
(Transport)

Total 315 213

However, out of 315 paras contained in the aboperte ATN on 213 paras are
yet to be submitted by the departments as of JOA2.2
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[ CHAPTER: 2 SALES TAX |

2.1 Results of Audit

Test check of assessments and refund cases anéctetirdocuments of the
Commercial Tax offices during 2001-2002 revealediarrassessment of tax,
incorrect grant of exemption, short levy of tax. @imounting to Rs.81.18 crore in
439 cases which may broadly be categorised as under

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 | Irregular/incorrect exemptions/deferment, 144 58.67
concession and deductions under the Orjissa
Sales Tax Act
o | Under-assessment of tax due to application 7o 2.46
of incorrect rate
3 | Non-levy of surcharge 37 2.99
4 | Non-levy of interest 39 1.47
5 | Other irregularities 136 15.23
g |Short levy of tax due to incorrect 11 0.36
computation of taxable turnover
Total 439 81.18

During the year 2001-2002, the department acceptetbr-assessment etc. of
Rs.1.15 crore in 109 cases which were pointedroatdit in earlier years. Out of
these, the department recovered Rs.73.86 lakh cages.

A few illustrative cases highlighting important @udbservations involving
Rs.7.27 crore and findings of a review on “Exemptto industries under the
Orissa Sales Tax Act” involving Rs. 39.46 crore arentioned in the following
paragraphs.
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2.2 EXEMPTION TO INDUSTRIES UNDER THE ORISSA
SALES TAX ACT

The findings of a review on "Exemption to indusiriender the Orissa Sales Tax
Act" are enumerated below.

2.2.1 Highlights

¢ 10 defaulting units in 5 circles were allowed inadimssible exemptions of
Rs.4.74 crore

[ Para 2.2.8 ]

¢ 8 units in 6 circles were granted excess exemptiah Rs.7.77 crore by way
of irregular revision and alteration of their installed capacities

[ Para 2.2.9]

¢ 5units in 4 circles were allowed excess exemptioh Rs.5.67 crore under
the package scheme of IPR 1992 and 1996

[ Para 2.2.11]

¢ 60 units in 8 circles closed down their manufactunig activities after
availing incentives which resulted in grant of futie financial benefit of
Rs.20.08 crore

[ Para 2.2.12 ]

2.2.2 Introduction

In order to secure an accelerated growth in thestrthl sector of the State, the
Government of Orissa formulated various incentiaekages from time to time
by way of Industrial Policy Resolutions (IPR). Teehemes stipulate benefits in
the shape of exemptions from tax on purchase of maaterials and sale of
finished products in case of small, medium anddasgale industries. Large and
medium scale industries may also opt for defernmwnsales tax in lieu of
exemption. To avail of the benefits under the saeHligibility Certificates (EC)
are issued by Industries Department. Director diigtries (DI) is responsible for
issue of EC in case of large and medium scale tndaswhile in case of small
scale industrial (SSI) units the Project ManageGeneral Manager (GM) of the
concerned District Industries Centres (DIC) isstles EC based on which the
exemption is granted by the Sales Tax Departmemerel are some classes of
industries which are not eligible for benefits unttee above scheme.
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2.2.3 Organisational set up

At the apex level the Commissioner of Commerciaké&a (CCT), Orissa is
responsible for administration of the Act and Ruiesthe Commercial Tax
Department. He is assisted by 11 Additional Comimiess and 48 Assistant/
Additional Assistant Commissioner of Commercial @axAdditional Assistant
Commissioners (Assessment), Commercial Tax Officensd Additional
Commercial Tax Officers working in the circles filsa assessments.

The power of registering the industrial units asguance of EC vests with the
Director of Industries, Orissa and the concernecheG@ Manager/Project
Manager of DIC under whose jurisdiction the indysdrsituated.

2.2.4 Scope of audit

In order to ascertain whether incentives were @arnh accordance with the
provisions made under the Orissa Sales Tax Act/,[84t) and rules made
thereunder, stipulations made in the IPR and ojperat guidelines issued by
Industries Department, a review of assessment& auBof the 29 circles of the
State and test check iff Gircles for the assessment period 1998-99 to ZmWl-
was conducted between August 2001 and March 2002.

2.2.5 Salient features of the scheme of incentives

In pursuance of industrial policies formulated hg industries Department from
time to time, the Government of Orissa, Financeddepent, notifies the scheme
of incentives under the OST Act, 1947. The salisgdtures of scheme of
exemptions/deferments provided under IPR 1989 ® 1®96 are mentioned
below :

8 Balasore, Bhubaneswar-I, Cuttack-I (West), @ktid, Keonjhar, Koraput-l, Puri-1l and Rourkela-1I
9 Bolangir-I Ganjam-Ill and Rourkela-I.
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Sl.| Scheme Nature of sales tax relief Period Conditions for availing the
No benefit
1 | IPR 1989 | (i) Exemption of sales tax opn7 years in case of (i) Exemption to be availed fron

purchase of raw material
and sale of finisheg
products effective from
1 December 1989

sSSI units and 5
years in case 0
large and mediun
scale industries.

(i) Deferment in payment of 9 years in Zong

sales tax in respect ¢
industries set up on Q@
after 1 December 198

and commencing
commercial  productiorn
thereafter.

fA and 7 years ir|
rzone B! & C*?in

D respect
medium and large
scale industries.

of new

the date of commercig
f production as certified by th
Director of Industries or thg
GM, DIC as the case may be.

(ii) Deferred amount in respect ¢
each year will be paid in full i
7 annual instalments afte
expiry of period of deferment.

The preferential package benefits under IPR
ricts have been divided in three zones in detiog order of their backwardness.

dist

198@ webe given on zonal basis and for that purpose

(i) Benefits on expansion
modernisation/
diversification.

(@) Exemption of sales tax d
purchase of raw
materials, spare parts af
on sale of finished
products.

(b) Exemption to be availe
in case of units.

(i) Set up after 1 Augus
1980 and before 1 Apri
1986 and has gone int
commercial  productiorn
(CP) after 1 April 1986.

(i) Undertaking expansion

modernisation/

diversification (E/M/D)

on or after 1 April 1986

but before 1 Decembe

1989 and have gone int

Commercial Productior]

(CP) after 1 April 1986.

o

)

()

o =

7 years

7 years

(@) To the extent of increase
commercial production ove
and above the existin
installed capacity as certifie
by the DI/GM, DIC on the
basis of a separate proje
report duly appraised b
financial institution.

To the extent of increase
commercial production ove
and above the existin
installed capacity as certifie
by the DI/GM, DIC on the
basis of a separate proje
report duly appraised b
financial institution.

(b)

P —=

=

=

10
11
12

Zone A: Bolangir, Kalahandi and Phulbani.

Zone B: Balasore, Dhenkanal, Ganjam, Keonjkaraput and Mayurbhanj.

Zone C: Cuttack, Puri, Sambalpur and Sundargarh

[There were only thirteen districts in the StatewhPR 1989 was promulgated)].
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Sl.| Scheme Nature of sales tax relief Period Conditions for availing the

No benefit

2 IPR 1992 | (a) Exemption of sales tax gn5 years (i) The total tax exemption on
purchase of raw both purchase and sale |is
materials, spare parts of limited to a specific percentage
machinery and on sale of of Fixed Capital Investment
finished products. (FCI) depending on the zonal
Exemption applicable to location of the industry
industries commencing Zone _ percentage
fixed capital investmen A 100
on or after 1 Augus B 75
1992. C 60

(ii) The unit has to furnish a
certificate obtained from th
Orissa State Financial
Corporation/Industrial
Promotion and Investment
Corporation of Orissa Ltd.
showing clearance of thejr
defaulted dues.

On expiry of the period o

D

(b) New medium/large scal

]
o

industries are allowed tp 5 years deferment, the deferre
defer payment of sales amount of tax is to be paid in
tax. 5 annual instalments.

3. | IPR 1996 Exemption of sales tax pnZone | Year The unit is to be issued with
purchase of ra EC by the Director of
materials, spare parts of Industries or the General
machinery and sale qgf A 7 Manager/Project Manager,
finished products. DICs towards investment
(For industries whose FCi made in the fixed capital. The
has commenced on or B 6 maximum amount o
after 01 March 1996 o exemption is 100% of the
between O01April 1995 fixed capital investment
and 1 March 1996 wherg irrespective of the zonal
option has been exercised location.
for availing benefits c S
under this policy).

Under the provisions of IPR 1992 and 1996 the Stai® divided into three zones
viz. A, B and C (classified in descending orderbatkwardness of the 58 sub-
divisions of the state) in order to give more prefee to industrially
underdeveloped areas.

The incentives and concessions granted under \&iiwdustrial policies up to
1989 were withdrawn with effect from 1 August 1999dustries except those
which were availing benefits as of 1 January 200ihdhe pipeline by that date
would no more be entitled to incentives under aolicg resolutions.

2.2.6 Non-achievement of industrial growth

The information regarding grant of exemption/defentnunder the schemes is
compiled by the Commissioner of Commercial Taxdse Jear-wise position of
benefits availed is as follows :-
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(Rupees in crore)

Year No. of units availing benefits under various IPRs Amount of
IPR 1986 | IPR 1989 IPR 1992 IPR 1996 | Total | tax exempted
and deferred
1996-1997 64 575 87 02 728 94.54
1997-1998 48 477 127 25 677 95.92
1998-1999 09 442 148 136 735 92.38
1999-2000 05 271 164 212 65P 58.79
2000-2001 - - 364 - 364 40.64
Total 126 1765 890 375 3156 382.27

The overall position of closed industries was nedilable in the office of the

Commissioner of Commercial Taxes, Orissa. Howewegase of eight circles

test checked in review, it was noticed that ouB4® units availing exemptions
under various incentive packages up to IPR 19982,u86ts were closed as of 31
March 2001 as detailed below:

Name of the IPR 1986 IPR 1989 IPR 1992 Total

circle Availed | Closed | Availed Closed | Availed Closed | Availed Closed
Koraput-I 3 1 40 29 4 3 47 33
Cuttack-l1 West 27 16 16 4 2 0 45 20
Keonjhar 24 12 14 3 12 0 50 15
Balasore 32 19 81 41 8 1 121 61
Rourkela-Il 54 26 144 62 24 6 222 94
Cuttack-Il 52 23 98 30 28 5 178 58
Puri-Il 12 6 39 18 10 3 61 27
Bhubaneswar-I 44 23 52 23 20 4 116 50
Total 248 126 484 210 108 22 840 358

It would be seen from above that g& cent of the industries were closed down
either during the period of exemption or soon aitteexpiry. This indicates that
the scheme failed to achieve its objectives of atdalisation.

2.2.7 Exemptions to ineligible units

Under the provisions of the IPR and notificatiorssued by the Finance
Department of Government of Orissa, a unit is katito exemption on the basis
of EC issued by the Director of Industries or Gafieroject Manager of District

Industries Centres. However, iron and steel pracgsasnits, printing press and
pulse mills are not entitled to the exemption uniéR 1992 and 1996 while an
oil mill is entitled to exemption under IPR 1989lyif its input capacity is not

less than 10 MTs.

A test check of records of 5 circles revealed thatnits availed exemption of
Rs.0.40 crore during the period from 1996-97 to@®0@ though the units were
not entitled to such benefit. This resulted in imeot exemption of Rs.0.40 crore
as detailed below :

13 Relates to both IPR 1992 and IPR 1996.
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(Rupees in crore)

Sl. | Name of | Name of the | Assessment | Commodity/ | Inadmissible | Amount of Nature of
No | the circle | dealer and year/month Rate of tax turnover tax and irregularities
scheme of assessment (OST/CST) exempted | surcharge
exempted
1 Bolangir-1 | M/s. Ambika | 1998-99 and | Oil seeds/4 3.10 0.12 An ol mill
Oil 1999-2000/ 0il/4/10 2.28 0.19 having input
Industries August 2000 capacity of less|
IPR 1989 than 10 MT was
allowed
exemption
incorrectly.
2 Cuttack-1 | M/s. 1997-98 to Calendar, 0.25 0.05 The industry
West Radharaman| 1999-2000/ Diary and being a printing
Graphics Between Cards/12 press is an
IPR 1996 March 1999 ineligible
and February industry.
2001.
3 Cuttack-Il | M/s. Tarini 1998-99 to M.S. Wire 0.30 0.01 The industry is
Wires 2000- Rods in an iron and stee
IPR 1996 2001/NA. Coils (Raw processing  unit
materials)/4 which was not
eligible for
exemption.
4 Koraput-l | M/s. Shiva 1999-2000/ Pulses/4 0.33 0.01 The unit is a
Sankar Ol March 2001. pulse mill which
Mill and is not eligible for
Shiva Sankar exemption.
Modern Dal
Industries
IPR 1992
5 Bhubane- | M/s. 1996-97 and | Ice slab/12 0.16 0.02 Exemption was|
swar-| Highland Ice | 1997-98/ allowed without
Factory. November supporting
IPR 1996 1999 and eligibility
February 2001 certificate  from
DIC.
Total : 0.40

On this being pointed out in audit, all assessifiigers except Cuttack-1 (West)

agreed to examine the case. Assessing officer €kittédVest) stated that the

exemption was allowed on the basis of DIC certiBc&eneral Manager, DIC,

Cuttack stated that printing work was differentnfronaking diary, calendar and
cards. The reply is not tenable since the assesdiiogr in the assessment order
has also treated the unit as a printing press.

| 2.2.8 Exemption to defaulting units

Provisions under the IPR 1992 and notificationsieslsby Finance Department,
Government of Orissa stipulate that a new industmat located in the State,
where FCI has been made on or after 1 August 1983l be eligible for

exemption on purchase of raw materials, spare partsachineries and on sale of
finished products subject to production of ceréifee from the Orissa State
Financial Corporation/Industrial Promotion and Istveent Corporation of Orissa
Limited showing clearance of their defaulted duesick unit revived under IPR

1992, unless otherwise specified by State Levelrlimstitutional Committee, can
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only avail the exemption provided it fulfils theeerance criteria of defaulted
dues.

Test check in 5 circles revealed that 10 industnads were allowed exemption in
assessment during the period from 1996-97 to 19@®-2though they had
defaulted in payment of their dues to the OrissdeSEinancial Corporation. This
resulted in grant of irregular exemption of Rs.4cvdre as detailed below.

(Rupees in crore)

SI.No | Name of the circle| No. of Year Amount
cases
1 Koraput-1, Jeypore 1 1996-97 0.07
2 Balasore 1 1997-98 and 0.12
1998-99
3 Rourkela-ll 2 1996-97 to 3.83
1999-2000
4 Cuttack-IlI 5 1996-97 to 0.20
1999-2000
5 Bhubaneswar-I 1 1996-97 0.52
Total 10 4.74

On this being pointed out in audit, in 4 out ofcE¥es it was stated that the cases
would be reopened for examination. In one casaskessing officer of Rourkela-
Il circle stated that the dealer being a sick was granted rehabilitation package
by State Level Inter Institutional Committee andrdéfore general provision is not
applicable. The reply is not tenable since the fieoe revival to be availed by
the dealer has been limited by the Committee toipians under IPR 1992. In
reply in respect of 5 dealers of Cuttack-1l ciritlevas stated that exemption was
allowed on the basis of EC issued by the DIC. Tdmy is not tenable since
admissibility of exemption is subject to certifieatf clearance obtained from the
Orissa State Financial Corporation/Industrial Proom and Investment
Corporation of Orissa Ltd. for which Sales Tax Driyp@nt is responsible.

2.2.9 Incorrect grant of exemption

Under the OST Act, 1947 a registered industrialt lset up on or after
1 December 1989 and starting commercial productimreafter is entitled to
exemption from payment of sales tax on purchasewf materials and sale of
finished products for a period of 7 years. The eoned DIC or the DI is to
certify the installed capacity of the unit and theaximum quantity of raw
material required by the industry. There is no iown in the IPR to amend the
eligibility certificate issued by the DIC once igsbunless it fulfils the expansion
criteria.
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In 6 circles involving 8 units it was noticed ttiae installed capacities had been
enhanced in the ECs issued by the DICs withouilfudint of the expansion
criteria. This resulted in grant of excess exempfar Rs.7.77 crore during the
period from 1996-97 to 1998-99 as detailed below :

(Rupees in crore)

Sl. No. Name of the Assessment Commodity/ Rate of | Inadmissible] Amount of tax and
circle year/month of tax (%) turnover surcharge exempted
assessment exempted
1 Bhubaneswar-1|  1997-98/ Perfumed hair 0il/20 12.66 2.83
May 2000 Tooth Powder (Daburlal
dantamanjan)/6 3.05 0.21

M/s. Maxcare Laboratories Ltd., an SSI unit undrit 1989 started CPin June 1993 and was entitled to exemptipn
up to the installed capacity of 1000 KL of hair aitd 600 MT of tooth powder against which exemptignto
2949.50 KL and 883.854 MT respectively has beentgrhresulting in excess exemption on the sal®4950 KL
and 283.854 MT valued at Rs.15.71 crore. The asspsficer stated that the case would be reopened.

2 Rourkela-Il 1996-97 to Iron and Steel (Raw 11.36 0.46
1998-99/ materials)/4
between . .
January 1999 Electrical Stampings/12 11.50 155
and February
2000

M/s. Orient Industries, a unit of M/s Kalinga Prssers and Suppliers under IPR 1989 started CPlyn1991 and
was entitled to exemption of 1012.50 MT of finisheduct during the period from 1996-97 to June8L9%s
against this the dealer was allowed exemptions362212 MT during the period. This resulted in grahexcess
exemption on sale of 6339.712 MT valued at Rs.1&r68e and on the corresponding raw material o363 MT
valued at Rs.11.36 crore. On this being pointedimwudit, the assessing officer stated that thee acgould be
reexamined.

3 Rourkela-I 1996-97 to Iron and Steel (Raw 7.11 0.28
1998-99/ material)/4
between

Tawa, Kadai etc

December 1997 | i iched Products)/12

and July 2000

7.96 1.08

M/s. Shree Raj Udyog a unit under IPR 1989 havisgoriginal installed capacity of 200 MT per annwas
allowed exemption on finished product of 586.830,\8346.900 MT and 1884.580 MT during 1996-97, 1987-
and 1998-99 respectively. This resulted in grarexaess exemption on sale of 5218.31 MT valuedsat.B6 crore.
The corresponding excess exemption on purchasaofmaterials was for 5243.990 MT valued at Rs.Erbte.

The assessing officer stated in reply that the @tiem was allowed on the basis of EC issued byt The reply
is not tenable since the installed capacity hach lreereased though it did not fulfil the expansaiteria without

E/M/D15 and it is not admissible.

4 Balasore 1997-98/ HDPE Woven sacks and 3.72 0.92
March 2000 Fabrics/12

3.12

M/s. Balasore Polypack Enterprises, a unit und& 1P89 was entitled to exemption on installed cipaxf 46
lakh sacks. Against this the dealer was allowedrgt®n on sale price of 115.02 lakh sacks whichulted in
excess exemption of 69.02 lakh sacks valued at ”Rs@&ore and on the corresponding purchase ofrmaverial
valued at Rs.3.12 crore.

On this being pointed out, the assessing officeepied the observations of audit and stated thagssary action
would be taken to reassess the case.

14 CP- Commercial Production

15 E/M/D- Expansion/Modernisation/Diversification
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(Rupees in crore)

SI. No. Name of the Assessment Commodity/ Rate of |Inadmissible | Amount of tax and
circle year/month of tax turnover surcharge exempted
assessment exempted
5 Cuttack-Il 1997-98/ Aluminium Ingot/4 1.80 0.07
January 2001 - .
Aluminium Circles/12
1.98 0.27

The unit of IPR 1989 is entitled to exemption ostatled capacity of raw material up to 128.5 MT dimished
product of aluminium utensils for 126 MT per annurhe dealer is not entitled to exemption on saleleminium
circles. Against this the dealer availed exemptib866.643 MT on purchase of raw materials and Z3OMT on
sale of aluminium circles. This resulted in excessmption of 238.143 MT on purchase valued at B8.trore
and 230.556 MT on sale valued at Rs.1.98 crore.

On this being pointed out, it was stated in repbttthe matter would be taken up with the autresigranting EC
for further action.

6 Cuttack-| 1997-98/ Triplex glass/12 0.39 0.05
(West) March 2001

A unit under IPR 1989 was entitled to exemption7800 Sqm of Triplex glass, against which the dealas
allowed exemption on 17489.678 Sgm resulting ineegcexemption on 9689.678 Sqm valued at Rs. 0@®@.cr
The assessing officer accepted the audit obsensatind reopened the case.

7 Cuttack-Il 1996-97 to Carded/ willowed 0.78 0.03
1998-99/ Cotton/4
September 1997
and August 1999

A unit under IPR 1989 having started CP in Jul9l®as entitled for exemption on sale of finisheddpicts of
600 MT per annum up to 1997-98 and on 200 MT fd@8t99 (up to July 1998) as per original installegacity.
Against this exemption was allowed on 2336.176 Mdnf 1996-97 to 1998-99 resulting in grant of excegs
exemption of 936.176 MT valued at Rs.0.78 crore.

On this being pointed out, the assessing officatestin reply that the matter would be taken ugh wite DIC for
further action at his end.

8 Cuttack-II 1996-97 and Iron and Steel (Raw- 0.10
1997-98/ material)/4,
0.02
March 2000 and | Wirenail and Fabricated
March 2001 items/12 0.11

Against admissible exemption of 500 MT for both y§ears, exemption was allowed on finished prodadts
586.989 MT. This resulted in excess exemption 0988 MT valued at Rs.0.11 crore and on correspancim-
materials valued at 0.10 crore. The assessingeof§imted to reopen the case.

Total | 7.77

2.2.10 Inadmissible incentives under the expansi@theme

Under IPR 1989 and notifications of the Finance &&pent issued thereunder
the industrial units undertaking E/M/D are allowexemption to the extent of
increased production over and above the exististplled capacity. Thus, an
industrial unit undertaking E/M/D is to pay taxrespect of the original installed
capacity after expiry of its exemption period andibexemption on increased
production as a result of E/M/D. Further, in thdedment scheme under IPR
1992 in case of E/M/D, the benefits of defermerdutth not have the effect of
reducing the sales tax paid by the original uniompto the commencement of
E/M/D.
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It was noticed in 3 circles that 4 units while dwa the benefit of
exemption/deferment on expansion did not pay taxtheir original installed
capacity. This resulted in grant of irregular exéiopof Rs.0.80 crore as detailed
below.

(Rupees in crore)

Sl. No. Name of the circle Year/month of Inadmissible Amount of tax and
assessment turnover exempted surcharge exempted
1 Balasore 1997-98/ 16.89 0.68
March 2001

The period of deferment of the unit in respect ofrface No. 1 and 2 was completed during 1996-9&.uHit was to
avail the benefit of expansion in respect of Faenslo. 4 and 5 during 1997-98. The unit reducedséte of Furnace
No. 1 and 2 by Rs 16.89 crore which resulted imgod excess deferment. On this being pointed ibutas stated in
reply that the case would be reassessed.

2 Cuttack-1 (West) 1997-98 and 0.46 0.06
1998-99/

October 1999 and
March 2000

The unit undertook expansion under IPR 1989 inangake installed capacity from 100 MT to 150 MTabfanachur.
The dealer though liable to pay tax on the origicapacity of 100 MT valued at Rs.0.46 crore waiirectly
exempted from payment of tax after expiry of oraiaxemption period.

3 Rourkela-Il 1996-97 to 1.37 0.05
1998-99/ between
December 1997 and
February 2000

The unit had the installed consumption capacityaef material of 236 MT. On expansion the capaci#g\ncreased
up to 627 MT. Though liable to pay tax on the orédicapacity of 236 MT valued at Rs.1.37 crore,dbaler was
incorrectly exempted from payment of tax.

4 Cuttack-1 (West) 1997-98 and 0.10 0.01
1998-99/
October 1999

The unit undertook expansion and increased thaliedtcapacity from 80,000 nos. of files to 1,20,0®s. but was
allowed incorrect exemption on the original quandit product valued at Rs.0.10 crore.

Total | 0.80

On this being pointed out in audit, the assessffigens agreed to re-examine the
cases.

2.2.11 Grant of excess exemption under the packagehemes of IPR
1992 and 1996

As per incentives available to industrial unitsgetunder IPR 1992 and 1996, the
sum total of exemptions a unit is entitled to reeen respect of its purchases and
sales within a period of 5 years are linked to streents made in acquisition of
fixed capital. Under IPR 1996 the amount of exeordiduring the period of
eligibility should be certified at a time by the i&eal Manager, DIC. In order to
avail of exemption on purchase, a unit under IPB21i8 to furnish a declaration
in its own stationery whereas under IPR 1996 tredadation forms are supplied
by the department.

Test check in 4 circles involving 5 cases revedhed excess adjustment towards
exemption from tax had been allowed to industrid@tsuwhich resulted in loss of

27



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

revenue of Rs.5.67 crore during the period from3t98 to 1999-2000 as detailed

below :
(Rupees in crore)
Sl. No Name of the circle Assessment Year Amount of excess benefit
1 Rourkela-| 1993-94 to 1997-98 3.44

The dealer M/s Prakash Industries was allowed ingepackages under IPR 1992. The unit purchase
iron ore, reduces the size and sales them outs@&tate. The unit was entitled to avail incentivpsto
Rs.2.47 crore. Against this, due to applicatio édwer rate of tax (fer cent instead of 16er cent) the
dealer was allowed a total benefit of Rs.5.91 creseilting in excess exemption of Rs.3.44 crore tve
exemption limit. On this being pointed out, no yepias furnished by the assessing officer.

S

2 | Cuttack-Il | 1996-97 to 1999-2000 | 1.90

The dealer M/s Jagannath Polymer was entitled emgption of Rs. 73.61 lakh under IPR 1996. AS
against this he was allowed exemption of Rs.2.64ecresulting in excess exemption of Rs.1.90 crOre.
this being pointed out, the assessing officer eeplihat the case would be considered at the time
assessment proceedings. The assessment for 199&s39een completed in March 2002 and the exce
exemption was allowed based on the revised ECddsu¢he DIC which is irregular.

SS

3 | Cuttack-l (West) | 1995-96 to 1997-98 | 0.19

M/s. Laxmi Polythene was a sick unit which was t¢gdnbenefit under IPR 1992. It was to avail of
exemption up to Rs.46.46 lakh (@@r cent of FCI of Rs.77.44 lakh). As against this, it waowed
exemption up to a limit of Rs.65.49 lakh which wasexcess by Rs. 19.03 lakh. The assessing offic
replied that being a sick unit he was not to belgdiby the general rules. The reply is not tenablthe
sanction order granting the extended benefits ltadexonerated the unit from the general conditiohs
IPR 1992.

er

4 | Ganjam-Ill | 1996-97 and 1997-98 | 0.10

The unit under IPR 1992 was eligible for exemptignto Rs.40.89 lakh on its purchases and salesstgai
which it was allowed exemption of Rs.50.60 lakh athresulted in excess benefit of Rs.9.71 lakh. Thi
was due to non accountal of purchases made agiinktrations in own stationery. The assessingeffic
agreed to reopen the case.

5 | Cuttack-Il | 1996-97 t01998-99 | 0.04

The unit set up under IPR 1996 was entitled fomg@n of Rs.10.25 lakh. Against this the dealeswal
allowed exemption of Rs.13.75 lakh resulting inesscexemption of Rs.3.50 lakh. The assessing pffic
accepted the observation of audit and agreed fzerethe case.

11°)

Total | 5.67

2.2.12 Absence of provision for recovery from closleunit

The Orissa Sales Tax Act, 1947 does not stipulayetime period up to which

a

unit has to maintain a certain level of productadter it has availed exemptions
under the various industrial policies. The Act atkees not provide for recovery

of amount of exemption availed by a unit closedrduthe period of exemptio
or thereatfter.

n

A test check of 8 circles revealed that 47 unitd baen closed after availing

exemption of Rs.17.21 crore while 13 units clodeglrtmanufacturing activitie

S

during the currency of exemption after availing thenefits for Rs.2.87 crore as

detailed below:-

28



Chapter-I1 Sales Tax

(Rupees in crore)

SI| Name of the Closed during operative Closed after availing Total
No circle period of exemption exemption
No. of Amount of No. of Amount of No. of | Amount of
units exemption units exemption units exemption
availed availed availed
1 | Koraput-I -- -- 12 1.72 12 1.72
2 | Cuttack-1 West -- -- 1 0.20 1 0.20
3 | Keonjhar - -- 1 1.87 1 1.87
4 | Balasore 3 0.19 5 0.73 8 0.92
5 | Rourkela-Il 3 2.33 6 2.79 9 5.12
6 | Cuttack-Il 4 0.30 9 7.85 13 8.15
7 | Bhubaneswar-I 1 0.04 8 0.81 9 0.85
8. | Puri-ll 2 0.01 5 1.24 7 1.25
Total 13 2.87 47 17.21 60 20.08

The table below gives the period of operation aiegiling exemptions in respect
of the above 47 units which were closed.

Sl. No. Period of operation before closure No. of units closed
1 1-6 months 14
2 7-12 months 11
3 13-24 months 14
4 25-44 months 8
Total 47

Thus, it would be seen that 60 units after avaikxgmption of Rs.20.08 crore
closed down and did not contribute towards indabsation of the State. In
absence of any provision, no action could be tagainst them.

2.2.13 Conclusion

The preamble of IPR 1989 contemplated that sinegtkvious two policies had
led to a remarkable upsurge in the industrial demaf the State further
liberalisation of the package of incentives woudddble to maintain and enhance
the tempo of industrialisation in the State. Thesvihowever belied since a large
number of industries could walk off unfettered atieailing benefits to the fullest
extent since there was no penal provisions eitii¢he IPR or in the OST Act to
bring them to book. Eligibility Certificates issubeg the DIC had been altered or
modified liberally by them. Ineligible/defaultinginits had been allowed
exemptions on one pretext or the other due to a&esef proper guiding
principles. There existed no co-ordination betwt#ennodal agencies and the tax
authorities. As a result, the pace of industrigilisareceived a set back and the
unbridled grant of incentives led to loss of taxemgue.
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2.3  Non realisation of deferred tax

As per Government of Orissa, Finance Departmenitfibition dated 16 August

1990, large and medium scale units set up in thigictis of Balasore and Puri on
or after 1 December 1989 are allowed to defer payroksales tax collected and
admitted as payable on sale of their finished pctgltor a period of 7 years from
the date of commercial production. Deferred amatfinéx in respect of each year
is to be paid in full in the month following the mit of commercial production

every year in one annual instalment, commencingediately after the expiry of

the period of deferment. In case of breach of dwh the benefit of deferment
is to be revoked from the date it was allowed drelentire amount not paid by
way of deferment shall be paid at once in one imstat.

0] In course of audit of Balasore circle it was netiqMay 2001) that M/s
Nilagiri Sleepers Ltd. was allowed deferment of t#xRs.5.18 crore for seven
years for the period from 1990-91 to 1996-97 pagdidm December 1997. The
dealer paid Rs.1.24 crore between January 1998 Dewkember 2001, thus
defaulting in payment from the very first instalmhelespite breach of conditions
by way of non-payment of the deferred tax the omfedeferment was neither
revoked nor the balance amount collected. Thisltegsun non-realisation of
deferred tax of Rs.3.94 crore.

On this being pointed out (May 2001), the assessifiiger stated that the

Commissioner has allowed the dealer to repay inthtpnnstalments and the

dealer has agreed to clear the balance amountasepghmanner. The reply of the
assessing officer is not tenable since there ith@eany provision for allowing

instalment after breach of conditions nor was tha&le regular in repayment even
after allowing him to repay the amount in monthigtalments.

The matter was reported to Government (April 2008); reply was received
(November 2002).

(i) In course of audit of Bhubaneswar-1 circle (Segiem2000) and further
information collected (March 2001) from the cirdievas noticed that a registered
dealer manufacturing AB switch system was allowexfenent of tax of
Rs.79.10 lakif for the period from December 1989 to November 199though
payment of first instalment due in December 199% defaulted by the dealer, no
action was initiated by the assessing officefRdbruary 2001 to revoke the order
of deferment and to realise the entire amount miostalment. By the time action
was taken to realise the Government dues, the déae closed down the
business and Rs.7,568 only was realised througbhattent (March 2001). Thus,
delay of three years in initiation of recovery predings resulted in non-
realisation of Rs.79.02 lakh.

16 This includes Rs.2.52 lakh reported in Parg2L3) of Audit Report 2000-2001.
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The mater was reported to Government (April 20@Bgir reply has not been
received (November 2002).

2.4  Sales escaping assessment for want of survey

(@) Under the Orissa Sales Tax Act, 1947, a dealer mhaufactures any
goods shall be liable to pay tax on sales withatffeom the month immediately
following a period not exceeding twelve months dgrwhich his gross turnover
exceeds rupees one lakh. According to the Orissan@cial Tax Manual, the
Inspectors of Sales Tax are required to surveynlessilocalities to detect persons
who are liable to pay tax but have not been brougot the tax net. Bricks are
taxable at the rate of Js&r cent.

Cross verification of the records of Bhubaneswairtle with the information

collected (January 2002) from the Tahasildar, Bhebwar revealed (February
2002) that 15 dealers were engaged in the manuéaetod sale of kiln burnt
bricks during the years 1996-97 to 2000-2001 afteaining permits on payment
of royalty. Though their estimated sale exceedesl ribn-taxable limit, they

escaped tax liability as they had neither got thedwes registered nor had the
department conducted any market survey to bringntio the tax net. The
escaped taxable turnover is estimated at Rs.4.86 avn 3.38 crore bricks
determined on the basis of royalty paid. This lecon-levy of tax estimated at
Rs.52.50 lakh.

On this being pointed out in audit, the assessiffigen initiated proceedings
(February 2002) for assessment of the dealers Comemissioner of Commercial
Taxes, Orissa stated (August 2002) that the asseggroceedings were pending
disposal.

The above matter was referred to the Governmentil(&2002). Government
confirmed (October 2002) the fact of pendency gskasment proceedings.

(b) The Orissa Sales Tax Act, 1947 states that a dsh#édl be liable to pay
tax on sales with effect from the month immediatédilowing a period not
exceeding twelve months during which his grossduen exceeds rupees two
lakh. According to the Orissa Commercial Tax Manudlaé Inspectors of Sales
Tax are required to survey business localitiesei®at persons who are liable to
pay tax but have not been brought into the tax Gednite stones are taxable at
the rate of 1er cent.

During the course of audit of Puri-ll circle, Jat(frebruary 2002), cross
verification of the records of the circle officetvithe information collected from
Tahasildar, Khurda revealed that one dealer engagextraction of granite stone
extracted 3.39 lakh cubic meters of stone durimgyars from 1996-97 to 2000-
2001 after taking lease of the stone quarry on geynof royalty. Though his
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estimated sale exceeded the non-taxable limit oR Rakh, he escaped the tax
liability as he had neither got himself registereat the department could bring
him into the tax net by conducting market survelye Escaped taxable turnover is
determined at Rs.1.29 crore on 3.39 lakh cubic nwétstone extracted during the
above period. This led to non-levy of tax estima#tdRs.16.95 lakh including
surcharge of Rs.1.49 lakh.

On this being pointed out in audit (February 20@8¢ Department raised (July
2002) demand of Rs.21.44 lakh.

The above matter was referred to the Governmenty (R1202). Government
confirmed (October 2002) the fact of raising demand

2.5 Irregular exemption from Central Sales Tax

Under the Central Sales Tax Act, 1956, inter-Ssate of iron and steel (declared
goods) not supported by the prescribed declarati¢iorm-C is taxable at the rate
of 8 per cent. Government of Orissa in their notification dagd\pril 1991 as
amended by notification dated 16 September 199inptexl inter-State sale of
iron and steel made to registered dealers from ¢évwgx subject to the fulfilment
of the prescribed conditions viz. (i) that the taxder the State Act has been paid
in respect of such iron and steel, (ii) that sudm iand steel has been sold in the
same form in which it was purchased inside theeSad (iii) the dealer does not
claim reimbursement of the tax paid under the SAate

During the course of audit of Keonjhar circle itsmaoticed (June 2001) that the
assessing officer while finalising (November 200% assessment of a registered
dealer under the Central Sales Tax Act for the y&€89-2000, exempted sale
turnover of iron of Rs.3.71 crore from tax withowdrifying whether such iron
and steel has suffered tax under the State Actwaasdsold in the same form in
which it was purchased. On cross verification bgitagonducted through the
Commercial Tax Officer, Rourkela-1l circle it wasticed that the dealers from
whom purchases were shown to have been made let gibde no transaction
to this dealer or their registration certificatesrev cancelled with effect from 1
April 1999. Only two transactions of Rs.8.93 laklkere found to be eligible for
exemption. Thus, allowance of exemption of Rs.Z&#ze was irregular and led
to short levy of tax of Rs.28.99 lakh.

On this being pointed out in audit (June 2001), &oment stated (June 2002)
that in pursuance to audit objection extra demahdRu75.71 lakh including
penalty of Rs.45.91 lakh was raised (March 2002).
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2.6 Incorrect treatment of supply contract as workscontract

Under the Orissa Sales Tax Act, 1947, taxable ttenon respect of works
contract shall be deemed to be the gross valuevezter receivable by a dealer
for carrying out such contract less the amountadfour and service charges
incurred and the turnover is taxable at the rat@mr cent. Stone ballast supplied
to Railways is a transaction of sale and is taxabtée rate of 1per cent.

During the course of audit of Keonjhar circle, iasvnoticed (May 2001) that a
dealer received payment of Rs.2.66 crore from thidARys during the years from
1997-98 to 1999-2000 towards supply and stackingnathine crushed hard
stone ballast. The assessing officer while commietissessment (March 2001)
allowed deduction of Rs.1.53 crore towards secudigposit and labour and
service charges and taxed the balance amount dflIRscrore at the rate ofér
cent applicable to works contract instead of taxing wWigole amount (Rs.2.66
crore) at 12er cent. This irregular assessment resulted in short leviax of
Rs.26.00 lakh including surcharge of Rs.3.13 lakh.

On this being pointed out in audit (May 2001), Goweent stated (June 2002)
that in pursuance to audit objection re-assessmaatcompleted (March 2002)
raising extra demand of Rs.25.24 lakh.

2.7 Under-assessment of purchase tax

Under the Orissa Sales Tax Act, 1947, certain gdwi® been specified to be
taxed on the turnover of purchases. Turnover oflpases means the aggregate of
the amounts of purchase prices paid and payabla tgaler in respect of the
purchase or supply of goods so specified. Tamapratiuced and purchased
within the State is taxable at the rate qfeB cent.

During the course of audit of two circles (Korap&-Koraput-11), it was noticed
(February 2001) that the assessing officers, wbdmpleting the assessments
(between September 1997 and November 1999) of égstered dealers for the
years 1995-96, 1996-97 and 1998-99, determinedhpsecturnover of tamarind
produced and purchased inside the State aftergakio account the royalty paid
to Government. Scrutiny revealed that the dealenewequired to pay minimum
procurement price of Rs.1.63 crore to the primaiectors in addition to royalty
paid to Government which was not taken into acconndetermination of the
purchase turnover. This led to under-assessmegmirchase tax of Rs.14.31 lakh
including surcharge of Rs.1.30 lakh.

On this being pointed out (February 2001), the sseg officers raised
(December 2001 and January 2002) extra demand. b2 R8 lakh.
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Government while confirming the fact of raising extiemand stated (June 2002)
that the concerned assessing officers have beeatelir to take follow up action
for realisation of the demanded dues.

2.8 Tax evasion due to undervalued sales to favout®uyer

Under the Orissa Sales Tax Act, 1947, if the Comsioiger is satisfied that any
dealer has, with a view to evading or avoiding peyhof tax, effected sales of
any goods or class of goods to favoured buyerfi@ws in his accounts, sales or
purchases at prices, which are unreasonably lowpaosd to the prevailing
market price of such goods, he may estimate thee @i such goods on the basis
of market price thereof prevailing at the time wiserth sales were effected and
re-assess the dealer to the best of his judgenienthpaste, and toothbrush are
taxable at the rate of Jé&r cent at the first point of sale.

During course of audit of Cuttack-1l circle, it wasticed (August 2001) that in
the year 1998-99 a registered dealer dealing ithpaste, and toothbrush sold
such goods of Rs.1.12 crore to another dealer ®f.B5 crore and paid tax
thereon as the first seller. The second dealeg,{thichaser) in turn, sold the same
goods in the same locality at Rs.2.22 crore witlpéficent increase which is very
high. Thus, the sale turnover of first point taxdpgoods, returned by the first
seller was unreasonably low. This led to evasiotawfof Rs.10.53 lakh including
surcharge.

On this being pointed out in audit (August 200hg tepartment raised (August
2002) a demand of Rs.33.30 lakh including pendifgo 19.98 lakh.

The matter was referred to the Government (May 20B2vernment confirmed
(October 2002) the fact of raising demand.

2.9 Grant of inadmissible concession

Under the Orissa Sales Tax Act, 1947 concessiatal of tax (4per cent) is
admissible to a registered purchasing dealer, geavia declaration in the
prescribed form is furnished by him to the selldenler that goods so purchased
will be used by him in manufacture, processing arking of goods for sale or in
mining or in generation or distribution of elecityc

Test check in 6 circles revealed that in 10 casésssduring the period from
1996-97 to 1999-2000 at concessional rates had éféexted to dealers either not
engaged in manufacturing activities or were untegesl. This resulted in grant of
inadmissible concessional tax of Rs.21.33 lakhuidiclg surcharge as enumerated
below :
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(Rupees in lakh)
Sl. Name of the Assessment Name of Turnover Tax short Remarks
No. circle year/month of goods/rate of taxed at levied
assessment tax concessional | including
rate surcharge
1 Rourkela-| 1997-98 to Photographic 23.91 3.16 Taking of
1999-2000 /NA material/16 photographs is a
2 | Cuttack-I 1998-99/ Photographic 9.56 1.32 contract for service
West December 1999 material/16 and not sale.
3 Cuttack-I- 1997-98/ Paper/8 21.26 0.96 The paper was s(
West March 2001 to an unregistered
dealer.
4 Balasore 1997-98/ 3.80 0.33 Prawn culture does
March 2001 not come under
5 Balasore 1997-98/ March 1.78 0.16 manufacturé.
2000 Prawn feed & However prawn
seeds/ 12 feed was sold at the
concessional rate o
4 per cent instead
of 12 per cent
6 Dhenkanal 1999-2000/ Augus 98.42 4.53
2000
7 Bolangir-I 1996-97 to 46.61 2.04 Repair work has
1998-99/ . been taxed at the
March 1999 and t'?:r?:fl(r)?nzerm rate of 4per cent
July 2000 instead of &er
8 Bolangir-I 1998-99 and 1999- 58.56 2.58 cent.
2000/ March 2000
and July 2000
9 Bhadrak 1996-97 and Paper/8 72.90 3.21 The purchasing
1997-98/ dealers are
March 2000 and themselves not
March 2001 engaged in
10 | Bhadrak 1996-97 and Paper/ 8 69.09 3.04 | manufacture and
1997-98/ are getting the
March 2000 and printing work done
March 2001 from other printing
presses.
Total 21.33

Id

On this being pointed out, the assessing officgreex to re-examine the cases.

The matter was reported to Government (June 2a02)r reply was awaited
(November 2002).

2.10 Evasion of tax through statutory declarations

Under the provisions of Orissa Sales Tax Act, 184 taxable turnover of a

registered dealer is determined after deductingefran sales made to registered
dealers against statutory declarations to the et goods so purchased shall be
resold in the State subject to levy of tax underAlat.

17
18

M/s. Rainbow Colour Lab. and another Vs. Sthtdadhya Pradesh [118-STC-P-9(SC)]
Clarification issued by the Commissioner of @uencial Taxes, Orissa vide N0.6266 Dated -15.2.1999
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Audit Report (Revenue Receipts) for the year ended 31 March 2002

(1) Test check in 2 circles revealed that during 19988d 1999-2000, 4
dealers purchased goods valued at Rs.41.79 lakisifumg declaration (in Form
XXXIV) for resale of the goods in the State. As iagathis they had accounted
for goods valued at Rs.0.59 lakh which resultednder assessment of turnover
of Rs.41.20 lakh and evasion of tax of Rs.5.65 kkishown below:.

(Rupees in lakh)

Sl. Name of the | Assessment year| Turnover Commodity/ rate of tax Amount of tax

No circle escaped

1 Puri-1l 1998-99 and 16.28 Pens, ball pens/ 12 2.08

1999-2000
2 Mayurbhan;j 1998-99 13.37 Non-ferrous metals/ 12 2.15
Cosmetics/20

3 Puri-1l 1999-2000 7.87 Pens, ball pens/ 12 1.03

4 Puri-Il 1998-99 3.68 Pens, ball pens/ 12 0.39
Total 41.20 5.65
(i) A registered dealer M/s Shankar Trading Co. int&ktl circle was

allowed deduction of Rs.41.70 lakh from his grogmaver against statutory
declarations during 1996-97 and 1997-98 towardssstd 11 registered dealers
located in & circles against declarations for re-sale. As dtdte the assessing
officers of the purchasing dealers, the said fohad not been issued by them.
This resulted in avoidance of tax of Rs.5.51 lakices such forms had been
fraudulently used by the purchasing dealers.

(i) In 3 circles during 1998-1999 and 1999-2000, 4steged dealers who

effected purchases against statutory declaratiadsclosed down their business
between September 1998 and April 2002. However,disers could not be

assessed or in case of assessment, the demarel cuild not be served since the
dealers had discontinued their business. This texbuh loss of tax of Rs.28.64

lakh as detailed below.

(Rupees in lakh)

Sl. Name of Year Turnover Commodity/rate of tax Amount of revenue
No | the circle loss

1 Dhenkanal | 1999-2000 65.70 Photographic matetls/ 11.56

2 Kalahandi 1999-2000 22.28 Ball pen/12 3.92

3 Koraput-I 1998-99 70.63 Photographic materials/16 12.43

4 Koraput-I 1998-99 5.54 Ball Pen/12 0.73
Total 28.64

On this being pointed out, the assessing officgreed to re-examine the cases.

The matter was reported to Government (June 200@)r reply is awaited
(November 2002).

19 Balasore, Bhadrak, Ganjam-I, Phulbani, Rourkelad Sambalpur-I.
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2.11 Short levy of tax due to application of incorect rate

Under the Orissa Sales Tax Act, 1947, differenegatf tax are applicable in
respect of different commodities.

It was, however, noticed that in 5 cases applicadioincorrect rate of tax resulted
in short levy of tax of Rs.27.92 lakh as shown telo

(Rupees in lakh)

Sl. Name of the Year assessed/| Commo- | Taxable | Rate oftax | Rate | Short levy
No. circle Month of dities turnover leviable of tax of tax
assessment levied | including
surcharge
1 Bhubaneswar-1| 1997-98/ Boroplus 67.17 20 6 10.34
November 2000
2 Cuttack-Il 1997-98/ Glass 35.90° 12 4
March 2001 tumblers 36.00* 12 Nil
8.00
and
bottles
3 Cuttack-I(East)| 1998-99 & Cycle 67.72 12 4 5.96
1999-2000/ parts
February 2000
and
January 2001
4 Sambalpur-I 1999-2000/ Cycle 13.57 12 4 1.25
December 2000 | parts
5 Bhubaneswar-I| 1997-98/ IMFL 7.00 10 4
March 2001 (upto 25
June 1997) 2.37
17.31 20 10
(from 26
June 1997)
Total 27.92

On this being pointed out in audit (between Jul0RCGnd January 2002),
Government stated (between February 2002 and D@g)2hat extra demands of
Rs.28.70 lakh were raised after re-assessmentquioggs.

2.12 Non-levy of surcharge

Under the Central Sales Tax Act, 1956, on inteteSsales of goods other than
declared goods which are not covered by prescueethrations, tax is leviable at
the rate of 1(per cent or at the rate applicable to sale or purchaseaici goods
inside the appropriate State whichever is highate®f tax on sale or purchase of
such goods inside the State includes 'surchargelble under the State Act;
where in any year his gross turnover exceeds rueadakh.

20 Inter-State sales not supported by declaratiéorm-‘C’.
21 Branch transfer of goods not supported by datita in Form-‘F'.
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During the course of audit of%circles it was noticed that in 11 cases surcharge
of Rs.4.46 lakh though leviable was not leviedevehthe gross turn over of the
dealer had exceeded the prescribed limit.

On these being pointed out in audit, the departmaséd demand of Rs.4.66 lakh
in all the cases.

The matter was referred to the Government (April020 Government
communicated (September 2002) the fact of raisergahd.

2.13 Short levy of tax due to under statement of xable turnover

Under the Orissa Sales Tax Act, 1947, taxable ttenon respect of works

contract shall be deemed to be the gross valuevezter receivable by a dealer
for carrying out such contract, less the amountabbur charges and service
charges incurred for execution of the contract. &frile Act the taxable turnover
of works contracts is eligible to tax at the rat® per cent. The Supreme Court in

the case of M/s Gannon Dunkerly & Co. Vs. the StHt&Rajasthan (1993-88-

STC-204) held that goods involved in the executadnworks contract when

incorporated in the works contract, could be cfassinto a separate category for
the purpose of imposing tax.

@) During the course of audit of Kalahandi cirdlewas noticed (October

2001) that while finalising (July 2000) the assesstrof a contractor for the year
1999-2000, deduction of Rs.66.54 lakh was allowedatds cost of cement

utilised in the execution of works contract on treund that such goods had
suffered tax earlier, which was incorrect as therenurnover, excluding labour

and service charges is taxable. Since the taxmatdrials were not purchased by
the contractor but were supplied by the contra¢ge&overnment Corporation)

there was no evidence that the assessing officeérshéisfied himself that the

materials were not received from PWD Division ahaessional rates. This

resulted in under-assessment of tax of Rs.6.12ifadthding surcharge of Rs.0.80
lakh.

On this being pointed out in audit (October 20@h¢ assessing officer agreed to
reopen the case after consultation with the higlénorities.

The matter was reported to Government (April 20G8gir reply is awaited
(November 2002).

(b) During the audit of Kalahandi circle, it wasticed (October 2001) that
while completing assessment of a works contraatorttie year 1999-2000 the
assessing officer assessed (March 2001) grossvenral Rs.11.17 crore after

22 Bhubaneswar-I, Cuttack-l(West), Cuttack-Il, @@ck-Ill, Keonjhar.
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deducting the withheld amount of Rs.27.59 lakh fritv@ gross value of work of
Rs.11.44 crore received during the year. This tedrider statement of taxable
turnover of Rs.18.76 lakh after allowing deductiomvards labour and service
charges as adopted by the assessing officer, irgguit short levy of tax of
Rs.1.73 lakh including surcharge of Rs.0.23 lakh.

On this being pointed out (October 2001), the depamt raised (June 2002)
demand of Rs. 10.78 lakh including surcharge.

The above matter was reported to the Governmenty (R02). Government
confirmed (October 2002) the fact of raising exteanand.

2.14 Non-levy of tax due to incorrect calculation fotaxable turnover

Under the Orissa Sales Tax Act, 1947, sale includessfer of the right to use
any goods for any purpose (whether or not for digecperiod) for cash, deferred
payment or other valuable consideration. The Comiongr of Commercial
Taxes, Orissa, clarified (July 1988) that hire gearof any goods should be taxed
at the same rate as applicable to the goods hutedJader the Act, electric meter
is taxable at the rate of Jir cent.

During the course of audit of Sambalpur-Ill circlharsuguda, it was noticed
(August 2001) that a registered dealer collected®R88 lakh during the year
1996-97 and 1997-98 towards hire charges of etentgeters as meter rent from
the consumers. The amount received towards metgrascaped assessments
completed during March 1999 and March 2001 whiculted in non-levy of tax
of Rs.2.92 lakh including surcharge of Rs.0.29 lakh

On this being pointed out in audit (August 200hg department raised (June
2002) a demand of Rs.1.85 lakh for 1997-98. Repty1996-97 was awaited
(November 2002).

Government confirmed (August 2002) the fact ofirgjof the above demand.
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[ CHAPTER-3 : TAXES ON MOTOR VEHICLES |

3.1 Results of Audit

Test check of records relating to assessment, atimlie and refunds of motor

vehicles tax in the office of the State Transpauthfority, Orissa and the Regional
Transport Offices conducted during 2001-2002 reagtainder-assessment of tax
and loss of revenue amounting to Rs.26.06 cror&8y248 cases which may
broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 | Short-realisation/short levy of motpr 561 0.68
vehicles tax/additional tax and penalty
2 | Non-levy/non-realisation of motor vehicle43,274 24.39
tax/additional tax and penalty
3 | Non/short realisation of compounding, 753 0.16
permit, Reservation and Driving licence fees
etc.
4 | Non/short realisation of composite tax and3433 0.75
penalty
5 | Non/short realisation of Trade Certificate 129 0.03
tax/fees
6 | Other irregularities 98 0.05
Total 18,248 26.06

During the course of the year 2001-2002, the depant accepted under-
assessment etc. of tax and penalty amounting t8.8%s.crore in 1195 cases
which had been pointed out in audit in earlier ge@f these, the department had
recovered Rs.9.35 lakh in 106 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.22.97 crore are mentioned in the following peaplys.
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Audit Report (Revenue Receipts) for the year ended 31 March 2002

3.2 Non-realisation of motor vehicles tax/additionatax in respect of
contract carriages

Under the Orissa Motor Vehicles Taxation (OMVT) A&®75 and rules made
thereunder, motor vehicles tax in respect of cantrarriages is to be realised as
per the rates specified in the Act on the basisurhber of passengers permitted
to be carried as per the permit. In case of defaabalty ranging from 2per
cent to 200per cent of the tax due is leviable depending upon therexdédelay.

Test check of records of 18 Regional Transportd®f§3(RTOs) (between May

2001 to March 2002) revealed that motor vehicles dad additional tax in

respect of 2305 contract carriages were not rehfigevarious periods (between
May 1998 and March 2001) though these vehicles wetecovered by off-road

undertakings. Therefore tax and additional tax amiog to Rs.1.11 crore and
penalty of Rs.2.22 crore thereon remained unrehlise

On this being pointed out in audit (between Jun@l2@nd March 2002), the
taxing officers concerned recovered tax of Rs.Qdlh including penalty in 2
cases and demand notices were issued in 136 aas&s.l7.76 lakh including
penalty of Rs.11.84 lakh.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

3.3  Non/short realisation of motor vehicles tax anédditional tax in
respect of stage carriages

Under the Orissa Motor Vehicles Taxation (OMVT) AdQ75, monthly tax
payable in respect of a stage carriage is detedronethe basis of the number of
passengers (including standees) which the vehsclgermitted to carry and the
total distance permitted to be covered in a dgyeashe permit.

Test check of records of 18 Regional Transportd@®ff*RTOs) revealed that
motor vehicles tax/additional tax of Rs.40.10 lakhrespect of 367 vehicles for
the period between June 1998 and March 2001 wasreaibt realised or realised
short. This resulted in non-realisation of Governtmeevenue of Rs.1.20 crore
including penalty of Rs.80.20 lakh.

On this being pointed out in audit (between May 2@dd March 2002), all the
taxing officers concerned recovered tax of Rs.0dkh including penalty in 4

23 Balasore, Bargarh, Bhubaneswar, Bolangir, Gkaof Cuttack, Dhenkanal, Ganjam, Kalahandi, K&anj
Koraput, Mayurbhanj, Phulbani, Puri, Rayagada, Rela; Sambalpur and Sundargarh.

24 Balasore, Bargarh, Bhubaneswar, Bolangir, Gkaof Cuttack, Dhenkanal, Ganjam, Kalahandi, K&anj
Koraput, Mayurbhanj, Phulbani, Puri, Rayagada, Rela; Sambalpur and Sundargarh.
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cases and demand notices were issued in 22 casé&sf.26 lakh including
penalty of Rs.6.17 lakh.

The above matter was referred to the Governmentil(002). No reply was
received from Government (November 2002).

3.4 Non-realisation of motor vehicles tax and addbnal tax in
respect of goods vehicles/tractor-trailor combinatn

Under the OMVT Act, 1975, tax due on motor vehidbsuld be paid in advance
within the prescribed period at the rates speciiiethe taxation schedule unless
exemption from payment of such tax is allowed fbe tperiod for which
necessary undertaking of temporary discontinuameese of the vehicle is to be
delivered by the owner of the vehicle to the taxafitcer on or before the expiry
of the terms for which tax has been paid. Furthecording to the instructions
issued (February 1966) by the Transport Commissjddassa, demand notices
for realisation of unpaid taxes should be issuetthiwi30 days from the date of
expiry of the grace period (15 days) for paymentaf

Test check of records of 18 Regional Transportd®f§>(RTOs) (between May
2001 to March 2002) revealed that tax in respe&36f3 vehicles (goods vehicles
and tractor-trailor combination) was not paid dgrispril 1998 to March 2001
and in respect of another 227 vehicles, tax waspadat for intervening periods
falling between July 1998 and March 2001. Theseacke$h were neither covered
by off-road declarations nor had they intimated deposit of tax in any other
region. Due to non-observance of the prescribedegahare and inaction on the
part of the taxing officers, tax amounting to R315crore remained unrealised. In
addition, penalty amounting to Rs.10.63 crore wss keviable.

On this being pointed out in audit (between Jun@l2@nd March 2002), the
department recovered tax of Rs.0.89 lakh includiegalty in 10 cases and
demand notices were issued in 846 cases for Rsctds8 including penalty of
Rs.1.05 crore. Final reply in other cases was exgived.

The above matter was referred to the Governmentil(002). No reply was
received from Government (November 2002).

25 Balasore, Bargarh, Bhubaneswar, Bolangir, Gkanf Cuttack, Dhenkanal, Ganjam, Kalahandi, K&anj
Koraput, Mayurbhanj, Phulbani, Puri, Rayagada, Rela; Sambalpur and Sundargarh.
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3.5 Short realisation of composite tax under Natioal Permit
Scheme

As per Government of Orissa Notification (Februdi§99), composite tax in
respect of goods carriages belonging to other Statgon Territories plying in
Orissa under the National Permit Scheme shall lyalpe at the rate of Rs.5000
per annum per vehicle in advance in one instalment.

Test check of records in the office of the STA,99a, revealed (July 2001) that
composite tax in respect of 2,771 goods carriaggdeniging to other States,
authorised to ply in Orissa during the year 200012@nder National Permit

Scheme was short realised as the vehicle operhwspaid composite tax at
incorrect rates. This resulted in short realisatioh composite tax of

Rs.67.62 lakh.

On this being pointed out in audit (July 2001), theansport Commissioner,
Orissa, stated (July 2001) that action would berdor realisation of dues.

The above matter was referred to the Governmentgiber 2001). No reply
was received from Government (November 2002).

3.6  Non/short realisation of motor vehicles tax an@dditional tax in
respect of stage carriages plying without permit

Under the Orissa Motor Vehicles Taxation (OMVT) A&B75, if a vehicle is
detected plying without permit, the tax/additioteat payable is to be determined
on the basis of the maximum number of passengectuding standees) which
the vehicles would have carried reckoning the tdisiance covered each day as
exceeding 320 kilometers (express) for the entngod not covered by permit,

Test check of records of 17 Regional Transportd@§f (RTOs) (between May
2001 and March 2002) revealed that 163 stage gasiavere detected plying
without permit during various periods between A@B99 and March 2001.
Motor vehicles tax/additional tax in respect of gbevehicles were neither
collected at the prescribed rates nor any vehicdes weized. This resulted in
non/short realisation of tax amounting to Rs.19l8h. Besides, penalty of
Rs.39.97 lakh was also leviable.

On this being pointed out in audit (between Jun@l2@nd March 2002), the
department recovered tax of Rs.0.43 lakh inclugiegalty of Rs.0.29 lakh in 3
cases and demand notices were issued in 4 casd’sftro2 lakh including

26  Balasore, Bargarh, Bhubaneswar, Bolangir, CkRholl Cuttack, Dhenkanal, Ganjam, Kalahandi, Ké&anj
Koraput, Mayurbhanj, Phulbani, Puri, Rourkela, Salpbr and Sundargarh.
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penalty of Rs.1.28 lakh. Final action taken in extpof the remaining cases not
received (November 2002).

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

3.7 Non/short realisation of motor vehicles tax/adtional tax on
stage carriages under reciprocal agreement

Where, in pursuance of any agreement between thver@ment of Orissa and

Government of any other State, a stage carriags pin a route partly within the
State of Orissa and partly within other State, sstelge carriage is liable to pay
tax/additional tax calculated on the total distanoeered by it, on the approved
route in the State of Orissa, at the rates andvennmhanner specified under the
Orissa Motor Vehicles Taxation Act, 1975 as amendedl rules made

thereunder.

Test check of records of State Transport Author@yissa and nine regiofis
(between June 2001 and February 2002) revealedntb&tr vehicles tax and
additional tax amounting to Rs.17.23 lakh in respet 82 stage carriages
including 47 other State stage carriages authoriseply on inter-State routes
under reciprocal agreement was either not realmedealised short. Besides
penalty of Rs.34.46 lakh was also leviable.

On this being pointed out in audit (between Jun@l2@nd February 2002), the

Transport Commissioner, Orissa and the taxing @fficconcerned stated that

action would be taken to realise the dues. Ouhefabove cases demand notices
were issued in 3 cases for Rs.1.26 lakh includemwpfiy of Rs.0.84 lakh.

The above matter was referred to Government (betw2ecember 2001 and
April 2002). No reply was received from Governm@iovember 2002).

3.8 Non/short levy of penalty for belated paymentfomotor vehicles
tax and additional tax

Under the Orissa Motor Vehicles Taxation (OMVT) A&B75, and rules made
thereunder, penalty shall be leviable if a vehasMner has not paid tax/additional
tax in respect of motor vehicles within the specifperiod. In case of delay, the
vehicle owner shall be liable to pay penalty ragdirom 25per cent to 200per
cent of the tax/additional tax due depending upon t@op of delay.

27  Balasore, Bargarh, Cuttack, Ganjam, Keonjharafut, Mayurbhanj, Sambalpur and Sundargarh.
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Test check of records of 18 Regional Transportd@§f (RTOs) (between May
2001 and March 2002) revealed that there was nori/savy of penalty for

delayed payment of taxes. In 212 cases penaltysdfd53 lakh for the period
from April 1997 to March 2001 was not levied at ahile in 128 cases penalty
of Rs 11.33 lakh for the period from April 1997N@arch 2001 was short realised.

On this being pointed out in audit (between May R@hd March 2002), the
department recovered penalty of Rs.0.25 lakh iasés and demand notices were
issued in 16 cases for Rs.1.70 lakh. Final actaer in the remaining cases has
not been received.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

3.9 Non-realisation of motor vehicles tax/additionbtax in respect of
motor vehicles which violated off-road declaration

Under the Orissa Motor Vehicles Taxation (OMVT) At975 as amended, motor
vehicles tax/additional tax shall be levied on guaotor vehicle used or kept for
use in the State of Orissa unless prior intimatibnon-use of the vehicle is given
to the taxing officer specifyingnter-alia, the period of non-use and the place
where the motor vehicle is to be kept during suehagl. If during the declared
period the vehicle is found to be plying on thed@a not found at the declared
place it shall be deemed to have been used throudghe said period and in such
case the owner of the vehicle is liable to payadditional tax and penalty for the
entire period.

Test check of records of 9 Regional Transport @ff¢ (RTOs) (between May
2001 and March 2002) revealed that 30 motor vehideder off-road

declarations for various periods (between July 1&88@ March 2001) were either
detected plying or not found at the declared pldegshe enforcement staff
during the period covered by such off-road decianst But no effective steps
were taken by the taxing officer to realise thedax levy penalty for violation of
off-road declaration. This resulted in non-realmatof tax/additional tax of

Rs.5.55 lakh. Besides, penalty of Rs.11.10 lakhalss leviable.

On this being pointed out in audit (between Jun@l2énd March 2002), all the
taxing officers concerned agreed to realise thes dimreall cases.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

28 Balasore, Bargarh, Bhubaneswar, Bolangir, Ckbhnf Cuttack, Dhenkanal, Ganjam, Kalahandi, Ké&an]
Koraput, Mayurbhanj, Phulbani, Puri, Rayagada, Rela; Sambalpur and Sundargarh.
29  Balasore, Bargarh, Chandikhol, Ganjam, Koragdatyurbhanj, Phulbani, Puri and Sambalpur.
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3.10 Non-realisation of differential tax in respectof stage carriages
issued with special contract carriage permits

Under the Orissa Motor Vehicles Taxation Act, 1985 amended) when a
vehicle in respect of which motor vehicles tax/éiddial tax for any period has
been paid as per registration is proposed to be imsa manner as to cause the
vehicle to become a vehicle in respect of whichhaigrate of motor vehicles
tax/additional tax is payable, the owner of the iskehis liable to pay the
differential tax.

Test check of records (between May 2001 and Ma@®2p of 16 Regional
Transport Office® (RTOs) revealed that 104 stage carriages weretegtan
contract carriage permits during various periodswieen April 1999 and March
2001) which attract higher rate of tax than whaapplicable to stage carriages.
However, motor vehicle tax/additional tax of Rs@ldkh, being the differential
amount of tax was not realised from the owners h&fsé vehicles. Besides,
penalty of Rs.6.93 lakh was also leviable.

On this being pointed out in audit, the departnresbvered tax of Rs.0.42 lakh
including penalty in 2 cases and demand notices vi&sued in 7 cases for
Rs.0.41 lakh including penalty of Rs.0.27 lakh. Téepartment stated that
demand would be raised in the remaining cases.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

3.11 Non-realisation of composite tax in respect ofoods vehicles
under reciprocal agreement

Under the provisions of the Orissa Motor Vehiclesxdtion Act, 1975 when a
goods vehicle enters the State of Orissa underteh@s of any agreement
between the Government of Orissa and Governmeamybther State, it is liable
to pay additional tax for each entry into the Statéhe prescribed rates. In respect
of goods vehicles belonging to the State of AndPradesh authorised to ply in
the State of Orissa under reciprocal agreementefdovent of Orissa decided
(August 1986) to levy Rs.1500 annually on each alehas composite tax with
effect from July 1986. The tax was payable in adean lump sum on or before
15 April every year by crossed bank drafts to thateS Transport Authority,
Andhra Pradesh, for onward transmission to theeStednsport Authority, Orissa.
In case of delay in payment, penalty of Rs.100efach calendar month or part
thereof is also leviable in addition to the compeax.

30 Balasore, Bargarh, Bhubaneswar, Bolangir, CkAnt Cuttack, Dhenkanal, Kalahandi, Keonjhar, #uut,
Mayurbhanj, Phulbani, Puri, Rayagada, RourkelaSambalpur.
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Test check of records of the State Transport AuthoOrissa, it was noticed
(July 2001) that out of 900 goods vehicles belogdiao the State of Andhra
Pradesh authorised to ply in Orissa under reciprageeement during the year
2000-2001, composite tax in respect of 325 goodthscless amounting to Rs.4.87
lakh was not realised. In addition, penalty of R&)3akh calculated up to March
2001 was also leviable but not levied.

On this being pointed out in audit (July 2001), th@ate Transport Authority,
Orissa, stated (July 2001) that State Transporhevityy, Andhra Pradesh will be
moved to realise the dues.

The above matter was referred to Government (Deeerd@®01). No reply was
received from Government (November 2002).

3.12 Short realisation of motor vehicles tax and atitional tax due to
application of incorrect rates in respect of goodsarriages

The Orissa Motor Vehicles Taxation (OMVT) Act, 194 amended prescribes
different rates of motor vehicles tax and additlotex on the basis of the
registered laden weight (RLW) in respect of gooalsiages.

Test check of records of 6 Regional Transport @fs¢ (RTOs) revealed
(between June 2001 and March 2002) that motor le=shiax/additional tax of
Rs.3.36 lakh in respect of 20 goods carriagesHerperiod from April 1998 to
March 2001 were due for payment, of which Rs.1d&hIwas realised resulting
in short realisation of tax/additional tax amougtito Rs.1.40 lakh. In addition,
penalty amounting to Rs.2.80 lakh was also leviable

On this being pointed out in audit (between JulpR@nd March 2002), all the
taxing officers concerned stated to issue dematidesofor realisation of the dues
for all cases.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

3.13 Non-realisation of tax/fees on trade certifide

Under the Orissa Motor Vehicles Taxation (OMVT) A&O75, read with the
Central Motor Vehicles Rules 1989, manufacturersi@alers in motor vehicles
are required to obtain a trade certificate from thgistering authorities and
required to pay trade certificate tax and feeshatrates prescribed in respect of

31 Balasore, Ganjam, Kalahandi, Koraput, SambapdrSundargarh.
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two wheelers and other vehicles within whose aneadealers have their place of
business.

Test check of records of 6 Regional Transport @fs¢ (RTOs) revealed
(between June 2001 and March 2002) that traddicaté tax and fees were not
collected during the period April 1999 and MarciO2Grom 95 motor vehicle
dealers resulting in non-realisation of revenue @amiag to Rs.2.54 lakh.

On this being pointed out in audit (between Jun@l12@nd March 2002), the
taxing officers concerned recovered tax/fees oD R4.lakh in 2 cases and agreed
to raise demand in remaining cases.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

32  Balasore, Bhubaneswar, Cuttack, Keonjhar, Rdardnd Sambalpur.
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CHAPTER-4 : LAND REVENUE, STAMP DUTY AND
REGISTRATION FEES

(A) LAND REVENUE

4.1

Results of Audit

Test check of records relating to assessment alidcton of Land Revenue
conducted during the year 2001-2002 revealed nsesament, under-assessment,
non-realisation and blockage of revenue amountmdr$.21.07 crore in 1561

cases which may broadly be categorised as follows:
(Rupees in crore)

Sl. Category No. of Amount
No. cases
1 Non-collection of premium etc. in respe¢t 23 11.45
of Government Land occupied by local
bodies/private parties
2 Non/short realisation of royalty on mino 94 8.91
minerals
3 Blockage of Government revenue due to 767 0.32
non-finalisation of Orissa Land Reform
(OLR) cases
4 Non-assessment/under-assessment and 129 0.22
short collection of water rates
5 Miscellaneous/other irregularities 548 0.1y
Total 1561 21.07

During the course of the year 2001-2002, the depant accepted under-
assessment etc. of Rs.2.34 lakh in 13 cases, waidibeen pointed out by audit

in earlier years and had recovered the amountlin fu

A few illustrative cases highlighting important @udbservations involving

Rs.3.42 crore are mentioned in the following paapbs.
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4.2  Short levy of interest on belated payment of gmium etc. in
alienation of Government land

Under the provisions contained in Revenue and ExDispartment letter dated 2
February 1966 read with Board of Revenue, Orissterl Dated 7 August 1996,
the occupier of Government land either with permoissof Government or
without permission is liable to pay interest at thte of sixper cent per annum
upto 27 November 1992 and twelper cent thereafter on the amount due to
Government for the period from the date of occugatf the land till the date of
payment of the said amount.

Test check of records of Rourkela Tahasil (Decenit$l0) revealed that two

lessees viz. Grid Corporation of Orissa (GRIDCO) aBmployees State

Insurance Corporation (ESI Corporation) were inupation of Government land

since 4 June 1975 and 20 July 1988 respectivelg. [|&#bsees made payment of
their dues belatedly and were therefore liable ag mterest from the date of

occupation of the land. This led to short levyrderest of Rs.3.25 crore as shown
below :

Rupees in lakh)

Name of Area Date of | Date of payment | Interest Interest Interest
the lessee | leased out| occupation of Government leviable levied short levied
(in acre) dues
ESI 4.000 20 July 24 October 2000 16.48 1.82 14.66
Corporation, 1988
Rourkela
GRIDCO, | 50.035 | 4 June 30 March 2000 333.23 22.98 310.25
Rourkela 1975 and
2 April 2002

Total 349.71 24.80 324.91

On this being pointed out in audit (December 20a0g Tahasildar stated
(between December 2000 and April 2002) that alienatase would be examined
in detail and action will be taken accordingly.

The above matter was referred to Government (A8@2). Government in their
interim reply stated (May 2002) that compliance |whie furnished after
verification of facts and figures.

4.3 Non-realisation of premium and ground rent forconversion of
agricultural land

Under the Orissa Land Reforms Act, 1960, a raigdiable to eviction if he has

used agricultural land for any purpose other thgncalture. Under the Orissa
Land Reform (Amendment) Act, 1993 and the rules entbetreunder, such land
can, on an application made by him in the presdriloem, be resettled on lease
basis on payment of premium at the rate prescridesl ground rent at onger

52



Chapter-1V Land Revenue and Registration

cent of premium per annum. Such land is deemed to tikeden lease basis on
payment of premium equal to fiftger cent of prescribed rate if conversion is
made prior to the commencement (1 July 1994) oathended Act.

Test check of records (between June 2000 and 3a@082) of 3 Tahasils viz.
Cuttack, Tangi-Choudwar and Karanjia revealed dwatper the reports of the
Revenue Inspectors, 7 conversion cases were b@bkedeen July 1995 and July
1999) involving conversion of 10.12 acres of adtimal land for
industrial/commercial purposes which have not bdisposed. Due to delay in
reporting the conversion cases after lapse of8lytears and non-disposal of cases
pending in Tahasil offices, the department failegtotect the revenue interest of
the State. This resulted in non-realisation of reMeamounting to Rs.8.82 lakh
up to March 2002 as detailed below:

R u e e s i n | a k h
Sl. Name of No. Area Year of Purpose of | Premium| Ground | Amount | Amount to
No. the Tahasil of converted Conversion conversion rent paid be realised
cases | (in acre)
1 Cuttack 1 3.00 1987-88 Vehicle 4.50 0.63 Nil 5.13
Sadar show room-
cum-
godown
2 Tangi- 4 6.07 between 1992- Coal depot 2.66 0.19 Nil 2.85
Choudwar 1996 and petrol
pump
3 Karanjia 2 1.05 1995 Industry 0.79 0.05 Nil 0.84
Total 7 10.12 7.95 0.87 -- 8.82

On this being pointed out in audit (June 2001),thkasildar, Cuttack stated that
the amount would be recovered as arrear of lanénex. Tahasildar, Tangi-
Choudwar stated (July 2002) that Rs.0.52 lakh wafised. Tahasildar, Karanjia
stated that action would be taken after verificatd the records.

The above matter was referred to Government (A8@2). Government in their
interim reply stated (July 2002) that compliancell vbe furnished after
verification of facts and figures.

4.4  Short realisation of Ground Rent, Cess and Intest

As per Government orders issued in May 1963, Febri866 and April 1987
under Orissa Government Land Settlement Act, thenRanal District Co-
operative Milk Producers Union Ltd. was requiregary ground rent and cess at
the prescribed rate for occupation of Governmendl lannually. Interest is also
payable at the prescribed rate from the date afipatton, on belated payment of
Government dues.

Test check of records of Dhenkanal Tahasil reveé&@ctober 2001) that the
Society was in occupation of Government land meagu#f.70 acre since 1981.
The Society was required to pay Rs.3.98 lakh tosvgrdund rent and cess up to
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March 2002 against which it paid only Rs.0.11 lakk®ctober 2000. The balance
amount Rs.3.87 lakh was neither demanded nor patidbSociety. The Society

was also liable to pay interest of Rs.4.07 lakhr@#e2002). Thus, there was short
realisation of Rs.7.94 lakh.

On this being pointed out in audit (October 200thg Tahasildar raised the
demand for the entire amount (July 2002).

The above matter was referred to Government (M&2R0Government in their
interim reply stated (July 2002) that compliancell e furnished after
verification of facts and figures.
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(B) STAMP DUTY AND REGISTRATION FEES

45 Results of Audit

Test check of records relating to Stamp duty angig®ation fees in the offices of

the District Sub-Registrars/Sub-Registrars durir@122002 revealed under-

valuation, non/short levy of stamp duty, registratiees and irregular exemption
of stamp duty and other irregularities amountingr&59.21 crore in 40597 cases
which may broadly be categorised as under:

(Rupees in crore)
Sl. Category No. of Amount
No. cases

1 | Short levy and short collection of Stamp 1 30.95
duty and Registration fees

2 | Short levy of Stamp duty and Registratjon 39653 26.76
fees due to under-valuation of documents
(47-A cases)

3 | Irregular exemption and other 687 1.25
irregularities of Stamp duty and
Registration fees

4 | Non/short levy of Stamp duty amd 256 0.25
Registration fees due to misclassification

Total 40597 59.21

An illustrative case highlighting important audibvservation involving Rs.57.02
lakh and findings of a review on "Levy and colleatiof Stamp Duty and
Registration Fees" involving Rs.30.95 crore are tmeed in the following
paragraphs.

55



Audi

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

4.6

LEVY AND COLLECTION OF STAMP DUTY AND
REGISTRATION FEES

The findings of a review on "Levy and collection®famp duty and Registration
Fees" that revealed loss and blockage of revereierarmerated below :

4.6

.1 Highlights

¢

Non consideration of prevailing value of land ledd undervaluation and
consequent short levy of stamp duty and registratio fees of Rs.92.08 lakh

[Para 4.6.6(a)]

Non-adherence to guidelines of Inspector General ofRegistration

regarding determination of value of document led taundervaluation and

consequent short levy of stamp duty and registratio fees of Rs.1.07
crore.

[Para 4.6.6(b)(i)]

Undervaluation of documents and short realisation D stamp duty,
registration fees and fines of Rs.58.30 lakh reseltl from incorrect
exhibition of kissam of land in documents in 19 uns test checked.

[Para 4.6.7(a)]

There was incorrect exemption of registration feeof Rs.1.20 crore to
IDCO and Berhampur Development Authority.

[Para 4.6.8(i)(ii)iii)]

Due to misclassification of documents there was ued-assessment of
Rs.89.49 lakh of stamp duty and registration fees.

[Para 4.6. 9()&(ii)]

4.6

.2 Introduction

The levy of stamp duty on registration of instrutsers regulated under the
Indian Stamp Act, 1899 (Central Act), as adoptedh®sy Government of Orissa
and amendments made thereto from time to timedtitian to the stamp duty
additional stamp duty is leviable under the Orisbawn Planning and
Improvement Trust Act, 1956 and the Orissa AddaioBtamp Duty Act, 1970.
Under the Orissa Town Planning and Improvement tTAas, 1956, a surcharge
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at the rate of per cent on the value of the property transferred, is tacbiected

in respect of the immovable property situated withitown planning area and at
the rate of 3per cent for the areas falling under the Orissa Development
Authorities Act, 1982.

According to Government notification of March 198 value for consideration
of levy of stamp duty should be the value which ribgistrable document would
fetch on the date of its execution. The Inspectendsal of Registration in his
guidelines (September 1993) for determination dbieaof land instructed that
highest sale price of a land during last 3 yeaexguling the year of execution
should be taken as value of land for the purposéewy of stamp duty and
registration fees.

The details of deeds/consideration such as vall@ndf name of Mouza, Kissam
etc. are noted in a register called Valuation Regiehich is the basic record to
ascertain the value of property in a particulanare

4.6.3 Organisational set up

The Inspector General of Registration under Revelgpartment is the

administrative head of Registration Wing and isigiested as the Chief Revenue
Controlling Authority. He is assisted by a Joinspector General, 3 Deputy
Inspectors General and 30 Registrars at the diséwel and 146 Sub-Registrars
at the unit level, who have been empowered to eseerthe powers of the

collector for prompt disposal of undervaluationesas the interest of revenue.

4.6.4 Scope of audit

With a view to evaluating the effectiveness of #ystem of determination of

value of property, levy and collection of stamp ydaind registration fees, a
review was conducted during May 2001 to Februar§226overing the period

1998-1999 to 2000-2001. Records of Revenue Depatinrespector General of

Registrations, Orissa and *3%ut of 176 unit offices of District Sub-Registrars
(DSR) and Sub-Registrars (SR) were test checkedis&tal data were collected
for the last five years with effect from 1996-972000-2001.

33 All 30 D.S.Rs. and S.Rs. Basta, Basudevpuh@apur (Urban), Dharmasala, Dharmagarh, Dolipugatpar,
Jaleswar, Jaleswarpur, Jatni, Khandagiri, KhurdapBsh, Salepur, Soro.
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4.6.5 Trend of Registration of documents and of reenue

The position of number of documents registerednptduty and registration fees

collected, budget estimates and the variations detvwbudget estimates and the
actual collection for the last five years endingrtha2001 is indicated in the table

below:

Year Number of Budget Actuals Variation Percentage of
documents Estimates increased (+) variation.
registered shortfall (-)

(Rupees in crore)
1996-1997 3,35,520 80.00 68.52 (-) 11.48 (-) 14.35
1997-1998 3,19,195 90.00 76.77 (-) 13.23 (-) 14.70
1998-1999 3,38,508 100.00 87.59 (-) 12.41 (-) 12.41
1999-2000 3,17,114 100.00 102.01 (+) 02.01 (+)D2.0
2000-2001 3,47,223 120.00 108.52 (-) 11.48 (-)D9.5

It would be seen from the above that there is @&ttfan ranging from (-) 09.57
per cent to (-) 14.70per cent except for 1999-2000. Variations have been
attributed to non-registration of documents.

4.6.6 Short realisation of stamp duty and registrabn fees due to
undervaluation of properties

@ Non adherence to Government notification

As per Section 27 of the Indian Stamp Act, 189%dspted by Government of
Orissa the consideration if any, the market valud® property and all other facts
and circumstances affecting the chargeability of imstrument with duty or the
amount of duty with which it is chargeable shall fody and truly set forth
therein.

According to Government notification of March 1988e value for consideration
of levy of stamp duty should be the value which ribgistrable document would
fetch on the date of its execution. As per ex&eutirder issued by IGR during
September 1993 for determination of value of lah@jhest sale value of
preceding 3 years will be taken into consideratarexecution of documents.
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Test check of 1373 documents registered betwee8 aaé 2000 in 33 officés
of the District Sub-Registrars and Sub-Registraxealed that the higher vafe
which the property would have fetched on the ddteegistration as required
under Government notification of March 1988 was oohsidered for levy of
stamp duty and registration fees. Thus non-impléatem of Government
notification resulted in short levy of stamp dutydaregistration fee of Rs.92.08
lakh. A few instances are given below:

(Amount in Rupees)
Name of the DSR- Bhubaneswar

Document No./Datg Area Consideration as| Consideration as| Stamp duty Registration Fee| Deficit Stamp Total
per Government | per document leviable/ leviable/ duty/ olal
Notification IGR guidelines levied levied Registration fee

Referral document36 No0.4299 Dated 31.7. 2000, Ac. 0.040.17-Rs. 2,68,Bsam-Homestead, Rate/Acre-Rs.65,47,175. (Urban)

4977/31.8.00 Ac.0.550 36,00,946 16,50,000 6,37,367 72,020 3.45,317 3,84,337
13,77,442 2,92,050 33,000 39,020
5115/8.9.00 Ac.0.550 36,00,946 17,00,000 6,37,367 72,020 3,36,467 3,74,487
13,77,442 3,00,900 34,000 38,020
Referral document No.-4493 Dated 9.8. 2000, Ac. @®21-Rs. 3,55,500 Kissam-Gharabari-1l, Rate/Acre-R73,73,989. (Urban)
5195/13.9.00| Ac.0.072 5,30,927 4,32,000 93,974 10.620 17,510 19,490
4,00,000 76,464 8.640 1,980
7010/18.12.00 | Ac.0.123.9}7 9,14,153 4,98,000 1,61,805 18,290 73,659 81,989
4,00,000 88,146 9,960 8,330

Name of the DSR- Puri
Referral document No.-1813 Dated 17.5.2000, Ac.0225-Rs.1,55,000, Kissam-Gharabari, Rate/Acre-Rs25,53,061.(Urban)

3142/11.8.00 Ac.0.070 8,85,714 1,90,000 1,56,771 17,720 1,23,141 1,37,061
1,80,460 33,630 3,800 13,920

1899/22.5.00 Ac.0.015 1,89,796 90,000 33,594 3.800 17,664 19,664
76,425 15,930 1,800 2,000

On this being pointed out, the department statatl fthr calculation of valuation

the previous three calendar years excluding the gég@resentation was taken
into consideration as per guidelines issued by #BR if the value of property in

the current year is taken into consideration theuwtation of valuation of property

will have to be made everyday. The reply is notabd@ since it violates the
provisions of Government notification of March 19&&irther audit has observed
that even the IGR guidelines have not been follovesd discussed in the
succeeding para.

(b) Non-adherenceto | GR guidelines.

0] The Inspector General of Registration issued gundslin the executive

order (September 1993) for determination of valtidand that the highest sale
price of a land during last 3 years preceding ta wf execution should be taken
as value of land for the purpose of levy of staraty&nd registration fees. While
such highest sale is taken, care has to be tak®nvéiue of comparable land

3 Balasore, Baripada, Basta, Basudevpur, Berhampinaft), Bhawanipatna, Bhubabneswar, Bolangir, Ckittac

Deogarh, Dharmagarh, Dharmasala, Dolipur, Jagatgajpur, Jaleswar, Jaleswarpur, Jatni, Jeypore,
Jharsuguda, Khandagari, Khurda, Malkangari, Nayagsliabarangpur, Panposh, Puri, Phulbani, Rayagada,
Salepur, Sonpur, Soro, Sundargarh

Value calculated on the basis of considerationevalu similar property situated in the same arestergd

around the same period.

Document considered for working out value of propas at 33

35

36
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adjacently located is taken into consideration. therpurpose of proper valuation
the Sub-Registrar/District Sub-Registrars are meglio be provided with copy of
the finally published village maps and Records oghR (ROR) as per IGR

circular of November 1993. In the absence of argudtentary evidence to verify
value of the adjacent plots, the Registering Officghould go for highest sale
price of land during last three years preceding ytears of execution for the
purpose of levy of stamp duty and registration fees

It was noticed during test check of 25 offiteshat 652 documents were
registered between 1998 and 2000 at a lower ratgared to the highest sale
price of land during last 3 years. No reference made to village maps, Records
of Rights and Valuation Register for proper valoatof the documents. Thus,
non-adherence to IGR guidelines resulted in undeati@n of land and
consequent short levy of stamp duty and regismdees of Rs.1.07 crore. A few
instances are given below:-

(Amount in Rupees)

Name of the DSR- Puri
Document Area Valuation as | Considera- | StaMp duty | Registration| Deficit Total
No./Date per IGR tion value | leviable/ fee leviable/| Stamp duty/
Guidelines. levied levied Registration
fee.
Referral document No.-1202 Dated 31.03.1999, Ac.03Rs.1,08,333, Kissam-Gharbari, Rate/Acre-Rs.83,388 (Urban)

3138/10.8.00| Ac.0.03d 2,50,000 80,000 44,250 5,000 30.090 33,490
14,160 1,600 3400

4242/6.11.00| Ac.0.017 1,41,666 45,900 25,075 2,840 16,951 18,,871
8,124 920 1,920

Referral document No.-4656 Dated 16.2.1999, Ac.0D®s.20,000, Kissam-Gharbari, Rate/Acre-Rs. 66,6@®8. (Urban

184/17.1.00 Ac.0.05Q 3,33,333 2,00,000 59,000 6,670 23,600 26,270
35,400 4,000 2,670

1170/06.4.00| Ac.0.15( 10,00,000 4,98,165 1,77,000 20,000 88,825 98,855
88,175 9,970 10,030

Referral document No.-3651 Dated 9.9.1998, Ac.0.068.50,000, Kissam-Gharbari, Rate/Acre-
Rs.62,50,000.(Urban)

889/15.3.00 Ac.0.029 1,81,250 1,45,00T 32,081 3,630 6,416 7,146

25,665 2,900 730

On this being pointed out, the Department statedl tthe value of adjacent plots
were taken into consideration during the valuatémhe property. Contention of
the Department is not acceptable since the requicedments like village maps
ROR etc. are not available with the registeringharity. Although the valuation

register is available the highest value of the lsimiand during preceding three
years was also not considered while working outtiesideration money for levy
of stamp duty and registration fees.

It would be seen that neither the Government matiibn nor the IGR guidelines
are being followed uniformly throughout the state.

37 Bargarh, Baripada, Bhadrak, Bhawanipatna, Bhesaar, Bolangir, Chhatrapur, Dharmagarh, Dharraasal
Dolipur, Jajpur, Jatni, Jeypore, Khandagiri, Khyrifelkangiri, Nayagarh, Nuapada, Panposh, Phultruni,
Rayagada, Sambalpur, Sonepur and Sundargarh.
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(i) Loss of stamp duty and registration feesin Cuttack city

The Government of Orissa, Revenue and Excise Dapattin their order of July
1989 with a view to prevent undervaluation of doeuis, fixed market value of
land in respect of Cuttack city. The order was digtwn during February 2001.
The market value was however not revised duringpgred of 12 years when the
order was in force, although the value of land praperty were ever increasing
in Cuttack city.

During test check of the records of DSR, Cuttacko(lzh-Kusunpur) it was
noticed that 10 documents valued at Rs.24.62 |ladte wegistered between 1998
and 2000 at the rates given in the Government oofleluly 1989 and stamp
duty/registration fees of Rs.3.95 lakh were levigdt as per the guidelines issued
by the IGR (September 1993) the value of the lamdhese 10 documents was
Rs.72.45 lakh as against Rs.24.62 lakh set fortthendocuments. Thus non-
review of the market value and non-application @b.R. guidelines led to
potential loss of revenue in the form of short l@fystamp duty and registration
fees amounting to Rs.10.32 lakh.

4.6.7 Under-valuation due to change in Kissam (Clagication) of land

As per section 64 of the Indian Stamp Act, 1899 parson who intends to
defraud the Government shall be punishable with fitich may extend to five
thousand rupees. He shall also be liable to paydfieit amount of stamp duty
i.e. the difference between amounts of stamp dayable and paid.

@) On cross verification of the records of Tahasifi€gs with reference to
379 documents registered in 19 uffiis was noticed that the kissam of land was
incorrectly set forth in the documents. Documen&revundervalued due to
change in kissam of land which resulted in shoalisation of stamp duty and
registration fees of Rs.39.35 lakh. Besides the fih Rs.18.95 lakh for setting
forth of incorrect kissam of land in those docunsemas also chargeable.

(b) Non consideration of value of land fixed by Government (GA
Department)

Government of Orissa, General Administration Daparit fixed (May 1998) the
rate of premium of Government land for differentrgmses i.e. residential,
industrial and commercial etc. within BhubaneswaunMipal area taking into
consideration, the extent of development, the aagrgapacity of the land and
market realities.

38 Basta, Basudevpur, Bhadrak, Bhubaneswar, Bolabdiarmasala, Dolipur, Jagatpur, Jajpur, Jaleswanj,Ja
Kendrapara, Khandagiri, Khurda, Nayagarh, NuapBda, Salipur and Soro.
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During test check in 2 unftit was noticed that 57 documents in respect of
private land in Bhubaneswar Municipality area wexgistered during the period
between 1998 and 2000 at a value of Rs.30.33 lakhgainst Rs.50.15 lakh as
per rate fixed by the Government of Orissa. Thidamaluation of documents
resulted in short realisation of stamp duty andstegfion fees of Rs.4 lakh.

4.6.8 Incorrect grant of exemption from payment ofstamp duty and
registration fees

0] Government of Orissa, Co-operation DepartmenheirtNotification of
December 1997 exempted stamp duty and registréies in respect of the Co-
operative Societies under the Orissa Co-operativeieBes Act, 1962 for
registration of specified documents, viz : (i) Mmge deed on loan (ii)
Hypothecation deed on loan (iii) Collateral sequah loan (iv) Agreement deed
on loan (v) Bonds on loan. However lease deeds@rexempted from payment
of stamp duty/registration fees under the notifaat

A test check of record of DSR, Sonepur and Pureaéd that 2 lease deeds
valued at Rs.35.75 lakh registered during 1998 H@P were exempted from

payment of stamp duty and registration fees inatioh of the above notification.

This resulted in non-realisation of stamp duty arepistration fees of

Rs.3.37 lakh.

On this being pointed out, the Government of Orig&venue Department
(February 2002) directed Inspector General of Redien, Orissa, Cuttack to
offer his comments on the subject. Their replysided.

(i) Government of Orissa, Revenue and Excise Depattmentheir
notification of April 1998 exempted Stamp duty xcess of Jper cent land value
transferred from Government to Industrial Infrasttme Development
Corporation (IDCO) and IDCO to Industrial Units.oever registration fees has
not been exempted by the Government.

Test check of the records of 5 District Sub-RegrsiiSub-Registrars revealed that
96 deeds transferring land from Government to ID@@l from Berhampur
Development Authority (BDA) to Private Bodies weneecuted between 1997-98
to 1999-2000. Though registration fee of Rs.49.@@hIwas leviable on the
consideration of Rs.24.85 crore, it was neither alehed nor recovered. This
resulted in short levy of registration fees of Rs72 lakh.

On this being pointed out, the SR, Khandagiri statkat IDCO has been
requested to deposit the amount. DSR, Rayagadaddtat registration fees are

39 Bhubaneswar, Khandagiri.
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not leviable. This contention is not acceptable #saper the Government letter of
January 1998, the registration fees is not exemptsdch cases.

(i)  During test check of records in 14 uffitst was noticed that in 128

instruments, executed by IDCO valued at Rs.14.68aregistered between 1997
and 2000 the rate of stamp duty was not correcitgputed. This resulted in short
levy of stamp duty of Rs.67.13 lakh.

On this being pointed out, in audit D.S.R., Jhawsiagreplied that reference has
been made to IDCO to deposit the deficit stamp.duty

4.6.9 Under-assessment of stamp duty and registrah fees due tg
misclassification of documents

(1) Under the Indian Stamp Act, 1899, stamp duty vé&al@e on instruments
as per schedule thereto or as prescribed by ther@ment through notifications
issued from time to time. An agreement to leasehmrgeable as a lease even
though it mentions of the formal lease deed lafdre formal lease deed executed
later according to the agreement stamped as |damddsbe chargeable as an
ordinary agreement.

On scrutiny of records in 14 uriitsit was noticed that Orissa State Housing
Board executed 466 deeds valued at Rs.4.16 crgisteeed between 1998 and
2000 titled as Agreement to lease. The Registekuthority while registering the
document levied stamp duty/registration fees of3B8. lakh. The instruments
were liable to be charged stamp duty/registratess fof Rs.85.44 lakh as that of
lease. This resulted in short levy of Rs.81.56 lakh

(i) In ten registering offices it was noticed that B@truments valued at
Rs.1.16 crore registered between 1998-2000 werelasssfied resulting in short
levy of stamp duty and registration fees amountmdRs.7.93 lakh as detailed
below.

(Amount in rupees)

Name of Sub- No. of Nature of Stamp duty Stamp duty Stamp duty
Registrar/ instruments misclassification and and and
District. Date of execution Registration Registration Registration
Consideration fees leviable fees levied. fees short-
value levied.
Baripada, 5 Gift deed 92,944 2,020 90,924
Jeypore, 14.10.98 to misclassified as
Khurda, and 30.3.2000 release deed.
Rayagada T 512560
40 Angul, Balasore, Bolangir, Berhampur, BhubarssWuttack, Dharmasala, Dhenkanal, Jagatpur, uifpadis,

Khandagiri, Nayagarh, Panposh and Phulbani.
41 Bhawanipatna, Bhubaneswar, Dolipur, Jajpuratpag, Jharsuguda, Keonjhar, Khandagiri, KhurdapBah,
Phulbani, Rayagada, Sambalpur and Sundargar.
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(Amount in rupees)
Name of Sub- No. of Nature of Stamp duty Stamp duty Stamp duty
Registrar/ instruments misclassification and and and
District. Date of execution Registration Registration Registration
Consideration fees leviable fees levied. fees short-
value levied.
Parlakhemundi 4 Sale deed 42,779 5,805 36,974
1999 to 2000 misclassified as
_E}iﬂii;’ partition deed.
Bhubaneswar 1 Exchange deed 19,700 21 19,679
23.6.2000 misclassified as
1,00,000 release deed
Baripada, 2 Gift deed 48,682 7,416 41,266
Jeypore 6.11.2000 misclassified as
3,33,755 settlement deed.
Bhadrak 1 Conveyance deed 55,743 7,216 48,527
19.4.2000 misclassified as
4,38,920 partition deed.
Dolipur, 4 Conveyance deed 31,265 24 31,241
Jagatpur, 13.7.98 to misclassified as
Khurda 3.2.2000 agreement deed
2,07,500
Cuttack 1 Lease deed 8,850 10 8,840
6.11.1998 misclassified as
50,000 agreement deed.
Jeypore, 11 Conveyance deed 1,65,340 6,210 1,59,134
Khurda, 16.3.98 to misclassified as
Nawarangpur, 30.6.2000 release deed.
Nuapada, 11,77,231
Sonepur
Dharmagarh 1 Mortgage deed 3,56,999 300 3,56,699
23.7.99 misclassified as
85,00,000 agreement with
power of attorney.
Total 30 8,22,306 29,022 7,983,284

4.6.10 Inordinate delay in disposal of referred cass booked U/s 47-A o
the Indian Stamp Act

Under Section 47-A of the Indian Stamp Act, 1898 plower to decide the cases
referred by the Sub-Registrar and District Sub-Btegi vests in the Collector.
Government by notification (November 1995) empoweakt Sub-Registrars (SR)
and District Sub-Registrars (D.S.R.), Deputy InspecGeneral (D.l.G.) of
Registration and Joint Inspector General of Redfisin to exercise the powers of
the Collectors for prompt disposal of undervaluaticases in the interest of

revenue.

(@)

crore were pending as on 31 March 2001 as dethd&xiv

42 All 30 D.S.Rs.

During test check of records in District Sub-Regjis officeé? it was
noticed that 33804 cases involving stamp duty agistration fees of Rs.26.14
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Pending 47-A Cases
(Rupees in lakh)

Year Total No. of cases Cases decided Cases pending Percentage of disposal to
(OB + cases (Progressive) total
instituted)
No. of Amount No. of Amount No. of Amount Cases Amount
cases cases cases
1996-97 35,552 1369.35 11,838 275.10 23,684 1094.25 33.32 20.08
1997-98 40,006 1758.49 14,983 458.21 25,028 1300.28 37.45 26.05
1998-99 39,526 1949.05 11,803 314.66 27,728 1634.39 29.86 16.14
1999-2000 | 40,208 2310.57 8,243 246.29 31,966 2864.2  20.50 10.65
2000-2001 45,323 3035.42 11,519 421.10 33,804 2814. 25.41 13.87

The number of pending cases has registered a si@gase from 1999 to 2001.

The percentage of disposal of cases to the totabeu of cases between 1996-97
and 2000-2001 ranged from 20.50 to 37.45 and ipeasof amount collected

ranged from 10.65 to 26.05, which is very low.

(b)  An age-wise analysis of 8,196 cases in ten distrievealed that the cases
are pending for disposal from one year to ten yaas more. The details are
given below

Sl. Name of the Cases pending
No. DSR More than More More More More Less Total
10 years than 5 than 3 than 2 than 1 than 1
years years years year year
1 Baragarh 133 158 259 347 474 1015 2386
2 Deogarh 4 6 3 1 6 8 28
3 Sundargarh 24 50 7 2 4 1 88
4 Chatrapur 1059 1738 1196 399 252 320 4963
5 Rayagada -- 12 35 12 3 - 62
6 Koraput 32 13 16 9 15 12 97
7 Nawarangpur 1 1 2 2 5 5 14
8 Jharsuguda 22 46 47 25 3] 127 298
9 Boudh -- -- 2 9 9 144 134
10 Angul -- - 81 8 22 13 124
Total 1275 2024 1648 813 821 1615 8196

(c) Non-application of best judgement assessment of duty.

As per Rule-24(3) of Orissa Stamp Rules 1952, af plerson or persons fails or
fail to attend in response to the notice serveceusdib-rule(1) the Collector shall
assess the deficient amount to duty to the begstifjudgement in respect of
undervaluation cases booked U/s 47A of the Indtam$ Act, 1899.

During test check of 384 cases, involving of R299akh in 10 units revealed

that parties had not been coming forward for vatumaéven though notices were
issued. The Department has not taken any acticsss$ess the duties on best
judgement.

65



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

4.6.11 Conclusion

Government and Inspector General of Registrationiss@ issued separate
guidelines for computation of market value of lamdhich are mutually
inconsistent and contradictory. There is no uniftyrm the procedure followed
by the Registering authorities. Valuation registehich is the basic record for
determination of value of property is not updatedgjularly to ascertain the
prevailing value. Village maps and RORs are notilale with Registering
Officers to verify the location of adjacent plotsdakissam (classification) of land
to arrive at proper valuation of the land. Instroies issued for allowances of
exemption of stamp duty/registration fees are rabdp adhered to, which led to
incorrect determination of market value of land andorrect computation of
consideration value of instruments. Lack of contmol maintaining uniform
system and correct application of Act and Ruleglassifying the documents
resulted in short realisation of revenue to themetxof Rs.30.95 crore.

The matter was reported to Government (April 200@vernment in their
interim reply stated (June 2002) that compliancdl we furnished after
verification of the facts and figures.

4.7  Incorrect computation of consideration value otleed

Under the provisions of section 269 UL read withte® 269 UC of Income Tax
Act, 1961, instrument valued at more than Rs.20a@ shall not be registered
unless the prescribed certificate has been obtdmeu appropriate authority that
it has no objection to the transfer of such propést an amount equal to the
apparent consideration therefore as stated in ¢jneement for transfer of the
immovable property by executor of the instrument.

Test check of records (June 2001) of District S@giBrar, Khurda, revealed that
a sale deed was executed vide document No0.1094 d&8e€.2000 by M/s
Mamata Drinks and Industries in favour of M/s Histhan Coca Cola Bottling
South-West Pvt. Ltd. at a consideration value oflB8 crore as against Rs.4.27
crore mentioned in the Income Tax Certificate. sThlid to undervaluation of
property by Rs.2.89 crore, which resulted in shexty of stamp duty and
registration fee of Rs.57.02 lakh.

On this being pointed out in audit (June 2001)yds stated that the value of
immovable property (Land and Building) amounting Rs.1.38 crore was
accepted by the Collector and accordingly the dantrwas registered.
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The reply is not tenable in audit as the considamavalue for transfer of
immovable property like plant and machinery and dyaitd etc. stated in the
agreement for transfer and certificate furnishedh@ylncome Tax Authority was
not taken into consideration for the purpose ofiley stamp duty and registration
fees.

The above matter was referred to Government (A902). The department in
their interim reply (June 2002) stated that commae will be submitted after
verification of facts and figures.
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5.1 Results of Audit

Test check of records in the offices of the DepDgmmissioners of Excise and
Superintendents of Excise conducted during 2001-2@&vealed non/short
realisation and loss of revenue amounting to R2.8r@re in 1150 cases which
may broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of Amount

No. cases

1 | Non/short realisation of duty, licence 214 7.93
fee

2 | Other irregularities (Irregularities of 862 1.10
miscellaneous nature)

3 | Loss of revenue due to delay |[in 74 0.89
granting of licence

Total 1150 9.92

During the course of the year 2001-2002, the depant accepted under-

assessment etc. of tax amounting to Rs.0.57 lakblitases which had been
pointed out in audit in earlier years. Of these tlepartment recovered Rs.0.12
lakh in 20 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.3.19 crore are mentioned in the following paspbs.
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5.2  Sub-normal yield of spirit from molasses

Under the Board's Excise Rules, 1965, samples @f raaterials used in
distilleries for manufacture of spirit and spiritanufactured therefrom shall be
sent to the Chemical Examiner for examination onteluly and again in
December each year and at other times, if requirethe absence of any norm
Chemical Examiner's report is the only basis predith the rules on which the
production of spirit can be ascertained.

Test check of records (July 2001) of SuperintendehtExcise, Ganjam,

Chatrapur, it was noticed that 5434.195 Metric To(MT) of molasses was used
in the distillery during 2000-2001 for manufactusé spirit. The samples of

molasses were sent to Chemical Examiner during idbee 2000 and January
2001. Based on these reports the out turn of gpmnit 5434.195 MT of molasses
should have been 2764510 London Proof Litre (LRjgiast actual production of
2490949 LPL shown by the distiller. This resultedshortfall in production of

spirit of 273561 LPL involving excise duty of Rs48 crore.

On this being pointed out in audit (July 2001), teperintendent of Excise,
Ganjam stated that action was being taken to imgagstthe matter.

The above matter was referred to Government (Noeen#®01). In reply
Government stated (July 2002) that the out turpeaghe report of the Chemical
Examiner of Orissa State Drug Testing and Resdaabbratory, Bhubaneswar is
approximate and yield of spirit depends upon thierexof fermentation and can
not be taken as a conclusive basis for the rajgetd. The reply is not tenable as
sample tests of raw materials used for manufaatfigpirit are provided under
Board's Excise Rules 1965 and should be takengasdaline for output of spirit
and levy of duty in revenue interest of the State.

5.3 Non-realisation of Excise duty on short produan of IMFL

As per Orissa Excise (Exclusive privilege) Foreigfuor Amendment Rules,
1997 as amended in 1998, all licensees of IMFL lingttplants guarantee
Minimum Guaranteed Quantity (M.G.Q) of p@r cent of the installed capacity
of their bottling plant in a year. In case of ampsgfall in the MGQ fixed by the
Excise Commissioner, the licensee of the bottlitappshall be liable to make
payment of the duty for the shortfall quantity la¢ rate of Rs 10 per LPL and the
amount is to be recovered as arrear dues fromdéesee. Default in payment of
arrear dues towards MGQ by end of the financial yeauld entail cancellation
of the licence of the bottling plant. Governmenh @low renewal of licence,
only on payment of arrear MGQ dues along with fgeivalent to 1(@er cent of
the revenue shortfall collectable.
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Test check of records of the Superintendent of & dKhurda and Superintendent
of Excise, Ganjam (between July 2001 and Novemb@d Prevealed that short
production of IMFL in three bottling plants withfeeence to the MGQ resulted in
short realisation of excise duty. The licencesh® defaulting bottling plants
were not cancelled at the end of the year and degrwere renewed without
collection of excise duty and fine on short produtt This resulted in non-
realisation of Excise Duty of Rs.52.08 lakh as iiediebelow:

(Rupees in lakh)

Sl. Name of the Minimum Production Short Excise duty and fine
No. licensee Guaranteed of IMFL production
Quantity with reference
(MGQ) to MGQ
(in terms of LPL) Excise | Fine | Total
Duty
1| M/s Ocean 259200 16734.762 242465238 2425 242  28.67
Beverage (P) Ltd.
2 M/s Oriental
Bottling Plant (P)
Ltd. 825000 594024.22% 230975.775 23.10 2l31 2541
M/s Kaleast
Bottling (P) Ltd.
Total 1084200 610758.987| 473441.013 | 47.35 4.73| 52.08

On this being pointed out in audit, the Departneatepted the audit observations
in two cases and raised demand for Rs.25.41 lakh.arother case the
Superintendent of Excise, Ganjam agreed to raisedd.

5.4 Loss of revenue due to delay in confirmation oprovisional
settlement of new IMFL off-shop

Sub-section 2 of Section 38 of Bihar and Orissaigexéct, 1915 read with Rule
31 of Orissa Excise Rules, 1965 stipulates thanhbe for the wholesale or retail
vend of intoxicants may be granted for one yeamfrb April to 31 March.
Government in their instruction July 1975, presedbthat in case of newly
sanctioned IMFL off-shops, the whole process stgrtifrom inviting of
applications upto opening of the shops should nepdeted within six weeks.

Test check of records of two Superintendents ofigexBhadrak and Sundargarh
(between September 2001 and December 2001) revéa¢dafter provisional
settlement in auction sale, proposals for confirombf 12 new IMFL off-shops
were sent to Government (between April 1999 andebBdxer 2000). Out of the
12 IMFL off-shops, only one off-shop was confirmadime. Government issued
confirmation for five IMFL off-shops of Bhadrak digt on 21 December 1999
for the year 1999-2000 and for six IMFL off-shopedar the Excise circle
Sundargarh on 30 April 2001 i.e. after the end edry2000-2001 respectively.
Due to inordinate delay in confirmation, revenueRsf14.87 lakh was foregone
in shape of licence fee.
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On this being pointed out in audit (between Sepwm?001 and December
2001), the Superintendents of Excise stated thatetlivas no delay at district
level.

The above matter was referred to Government (AR2d2). In reply it was stated

(June 2002) that Government is the best judgedotgrxclusive privilege and no

time limit has been envisaged under the Act. Tipéyris not tenable as settlement
of IMFL off-shops were not done as per the exeeuinstructions of July 1975.

5.5 Loss of Excise duty due to export of malt spiri

According to Section 9(2)(i)(ii)) and 10(a)(b) ofetlBihar and Orissa Excise Act,
1915, no intoxicant shall be imported or exportedtransported unless duty
payable under the Act has been paid or a bond &&s éxecuted for payment of
duty.

Test check of records of the Superintendent of $&cKhurda (June 1998)
revealed that a distillery of Khurda imported 3@l0of malt spirit under bond in

August 1996 from Uttar Pradesh for manufacturendid Made Foreign Liquor.

The malt spirit was kept unutilised and thereadiigthorised to transport 2970 BL
of malt spirit out of the above to M/s Vorin Distities, Bangalore (December
1997) without realisation of Excise duty which résd in loss of revenue of
Rs.6.04 lakh.

On this being pointed out (June 1998), the Excismmissioner, Orissa directed
(May 2002) the Superintendent of Excise, Khurdassue demand notice for
realisation of the Excise Duty.

The above matter was referred to Government (A8@2). Government in their
reply (July 2002) stated that the spirit was natdusvithin the State but was
transferred to M/s Vorin Distillery, Bangalore. Theply is not tenable as the Act
does not provide any transfer of spirit from ondtlbay unit’'s warehouse in bond
in Orissa to another such bottling plant situatetside the State.
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6.1

Results of Audit

Test check of records maintained in various Fobesisions conducted during
the year 2001-2002 revealed non/short levy of @sierloss of revenue, etc. of

Rs.31.44 crore in 6352 cases which may broadlyabegorised as under:

(Rupees in crore)

Sl. No. Category No. of | Amount
cases
1 Non-realisation of royalty 123 14.44
2 Other irregularities 4015 11.59
3 Loss of revenue due to short delivery/| 592 3.88
shortage of forest produce
4 Non/short levy of interest on belated | 1618 1.17
payment of royalty
5 Non-realisation of compensation 0.36
Total 6352 31.44

During the course of the year 2001-2002, the depant accepted under-
assessment etc. of Rs.8.18 crore in 121 cases \whitibeen pointed out in audit
in earlier years. Of these, the department recoventy Rs.54.94 lakh in 8 cases.

A few illustrative cases highlighting important @udbservations involving

Rs.1.99 crore are mentioned in the following paapbs.
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6.2 Non-levy of interest on belated payment of royty

Under the Orissa Forest Contract Rules, 1966, ¢batractor fails to pay any
instalment of consideration money for sale of form®upe(s) by due date, he is
liable to pay interest at the rate of 6/&% cent per annum on the instalment of
default. These provisions are also applicable & @Ghissa Forest Development
Corporation, which acts as a contractor.

During test check of records of 20 forest divisfGrisetween February 2001 and
January 2002) it was noticed that the Corporatiad defaulted in payment of
royalty in case of 1352 divisional lots with thdaleranging from 6 to 84 months
beyond the due date for payment. But the Divisidraest Officers (DFOs) did

not levy the interest of Rs.98.89 lakh on belataghpent of royalty.

On this being pointed out in audit (between Fely2®01 and January 2002), 18
DFOS" raised demand of Rs.94.52 lakh (between April 286d July 2002). The
position of recovery and action taken in other sasawaited.

The above matter was referred to Government (Fepr2@02). No reply was
received from Government (November 2002).

6.3 Blockage of revenue due to non-disposal of tireb seized in
undetected (UD) forest offence cases

Government of Orissa, Forest and Environment Depant in their order of July,
1989 instructed for early disposal of timber seizedundetected (UD) forest
offence cases, either by prompt delivery to thes€ai Forest Development
Corporation or by public auction in order to avdambss of revenue due to
deterioration in quality and value of such goodwinyue of prolonged storage.

Test check of records of 28 Forest Divisibngbetween February 2001 and
January 2002) revealed that 39300.02 cft. of timdedt 700 poles salvaged in
2356 undetected (UD) offence cases registered eetd894-95 and 2000-2001
were lying undisposed of till the date of audituléiag in blockage of revenue of
Rs. 78.72 lakh.

43 Athagarh, Angul, Athamallik, Bolangir, BaligudBaripada, Kalahandi, Bamra, Boudh, Bonai, Dheakan
Ghumusar(s), Jeypore, Karanjia, Keonjhar, Nayad@ahalakhemundi, Rairakhol, Rayagada Khariar.

44 Athamalik, Angul, Athagarh, Bolangir, BaligudBaripada, Bamra, Bonai, Boudh, Dhenkanal, Jeypore,
Kalahandi, Karanjia, Keonjhar, Nayagarh, Paralakivey Rairakhol and Rayagada.

45 Athamalik, Athagarh, Angul, Bonai, Badrama Wilife, Baliguda, Bamra, Baripada, Boudh, Bolangir,
Chandaka Wild Life, Ghumusar (North), Ghumusar (Bpuleypore, Kalahandi, Keonjhar, Khariar, Mahanad
Wild Life, Nayagarh, Puri, Paralakhemundi, Phulbd®airakhol, Rayagada, Satkosia Wild Life, Sambalpu
Sundargarh and Sunabeda Wild Life Divisions.
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On this being pointed out (between February 200d aanuary 2002), the
Divisional Forest Officers stated in reply (betwdegbruary 2001 and July 2002)
that 15063.05 cft of timber involving an amountR¥.31.81 lakh in 687 cases has
been delivered to OFDC Ltd. and Rs.1.97 lakh waised through auction sale
of 791.66 cft in 61 cases. The action taken ineespf the balance quantity of the
timber has not been received.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

6.4 Loss of revenue due to failure to initiate cefficate cases for
recovery

In accordance with the provisions of Orissa Forett 1972 all dues other than

fines can be recovered as if it were an arrear ulflip demand. As per the

instructions of the Government (August 1972) alears of forest revenue can be
realised from the forest contractors within thiggars through institution of

certificate proceedings as per the provisions a§sarPublic Demand Recovery
Act, 1972,

Test check of records of ten forest divisiSr{®etween September 2000 to March
2002) revealed that Rs.14.07 lakh was outstandyagnat Forest Contractors in

195 cases relating to the period up to 1970-71 céltificate proceedings were

instituted within the time limit of 30 years to m@r outstanding dues which

eventually became time barred and resulted indbssvenue.

On this being pointed out in audit (between Sepm2000 and March 2002), it
was stated by six DF®sthat they have submitted write off proposals. Bteer
four DFOs stated that write off proposal would bbersitted.

The matter was referred to Government (June 2002Yeply was received from
Government (November 2002).

| 6.5 Loss of revenue due to non-disposal of minorrest produce |

Government of Orissa, Forest and Environment Depart in their order of

December 1997 granted lease of certain items obMkhorest Produce (MFP) of
all forest divisions of the State in favour of thebal Development Co-operative
Corporation Limited (TDCC Ltd.) for the year 1998-8ubject to the conditions
that TDCC Ltd. should pay 5fer cent of the provisional royalty of the year

46 Athagarh, Bolangir, Boudh, Bamra, Ghum@\), Kalahandi, Phulbani, Rayagada, Sambalpur amdi&garh.
47 Bamra, Kalahandi, Phulbani, Rayagada, SambalpdiSundargarh.
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1997-98 during March 1998 and balance at the erwooking season. No minor
forest produce should be surrendered during th&ingiseason.

Test check of records of Divisional forest divisiff), Nabarangapur (January
2001) revealed that the TDCC Ltd. was required ag provisional royalty of
Rs.7.01 lakh for the lease of 13 MFP items befbeecommencement of working
season for the year 1997-98. But the Corporatiomesdered 6 items and
deposited 5@er cent provisional royalty of Rs.2.45 lakh for remainiigtems.
The DFO, Nabarangpur neither issued any work otolehe Corporation for 7
items nor conducted auction to dispose of all BMEP items with the result the
entire work could not be operated which led to losgeevenue in shape of royalty
of Rs.7.01 lakh.

The matter was referred to Government (April 2008)reply, the department
stated that DFO, Nabarangpur is responsible fofaseand he would be asked to
explain for non-implementation of Government orders
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7.1 Results of Audit

Test check of records in the offices of the Defdbinector of Mines and Mining

Officers during 2001-2002 revealed non/short lefyayalty, surface rent, dead
rent, interest and other irregularities of Rs.13c46re in 400 cases which may
broadly be categorised as under:

(Rupees in crore)

Sl. Category No. of | Amount
No. cases
1 | Irregularities of miscellaneous nature 319 11.25
2 | Non/short levy of royalty/surface rent/dead rent 59 1.94
3 | Non/short recovery of interest and non-levy of 22 0.21
interest
Total 400 13.40

During the course of the year 2001-2002, the depant accepted under-
assessment etc. of Rs.9.22 crore in 157 casesh\whitbeen pointed out by audit
in earlier years. Of these, the department recaventy Rs.2.16 lakh in 2 cases.

A few illustrative cases highlighting important @udbservations involving
Rs.2.74 crore are mentioned in the following paapbs.
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7.2  Suppression of stock of coal resulting in escament of royalty

As per Mining Concession Rule, 1960 and the ordéthe State Government in
respect of assessment and realisation of royaltgres/minerals, the details of
opening balance, production, consumption and ajpstock of ores/minerals are
required to be exhibited in Form-'A’ return to hémitted by the lessee every
month to the mining circle along with other docunsefor the purpose of
assessment of royalty on the ores/minerals. It beeh judiciallf® held that
removal of any mineral from the seam in the mine axtracting the same
through the pit's mouth to the surface satisfyrégirement of section-9 of the
Act and give rise to a liability for royalty.

Test check of records of 2 mining cirdlégbetween December 2001 and
February 2002) revealed that the lessee (M/s Mahdbealfields Ltd.) in their
audited accounts for the year 1999-2000 disclosedsnred stock of 11.54 lakh
MT of coal at mining sites as on 31 March 2000 gairast the closing stock of
9.48 lakh MT of coal shown in their Form-'A' returesulting in suppression of
2.06 lakh MT of stock of coal. This led to avoidanaf royalty amounting to
Rs.1.04 crore.

On this being pointed out in audit (between Decan2®®1 and February 2002),
the Director of Mines, Orissa stated (May 2002} themand notices have since
been issued by the Deputy Director of Mines, Talolhbkile concerned project
officers of M/s MCL under Deputy Director of MineSambalpur have been
asked to clarify the discrepancies.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

7.3 Non-realisation of dead rent/surface rent anchiterest thereon

As per Section 11(2) of the Coal Bearing Areas (Asijon and Development)
Act, 1957, right of mining lease acquired under Aut vests in the Government
company and from the date of vesting, the compa&tpimes a lessee of the State
Government as for a mining lessee under the Min€micession Rules, 1960,
and is liable to pay either dead rent or royalthjchever is higher, at the rates
fixed by the Central Government from time to tinie.addition, surface rent is
also payable under the Act. Interest at the rat@bper cent per annum is
leviable for belated payment of dead rent and serfant from the sixtieth day of
the expiry of the due date till the default con@au

48 Civil appeal 3693-94 of 1998 dated 10.8.1998
49 Sambalpur and Talcher.
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Test check of records of Mining circle, Sambalpwealed (December 2001) that
dead rent and surface rent of Rs.37.06 lakh haseeb recovered from M/s.
Mahanadi Coalfield Ltd. for the total area of 7283 hectare given on lease
from April 1977 to March 2001. Besides, interest R$.63.15 lakh is also
leviable.

On this being pointed out in audit (December 20@)as stated by the Deputy
Director of Mines, Sambalpur (April 2002) that dela issuing demand was, due
to non-identification of exact area occupied by lggsee. The Director of Mines
stated (May 2002) that demand notices have sinee Bsued on the basis of
audit observation.

The above matter was referred to Government (Fepr2@02 and April 2002).
No reply was received from Government (November2200

7.4  lllegal operation of mines without approved mimg plan

The Mines and Minerals (Regulation and Developmgéat) 1957, provides that
no person shall undertake any mining operationniy area except under and in
accordance with the terms and conditions of a rmginlease granted by
Government under this act and rules made thereunlbenever any person
violates the aforesaid conditions, working of thenenis to be considered
unlawful and recovery of the minerals raised mayragle or when such mineral
has already been disposed of, the price thereoftantbyalty may be realised.

Test check of records of Koraput Mining circle (avber 2000) revealed that a
lessee (M/s. Utkal Minerals) extracted illegally026692 MT of graphite ore
valued at Rs.45.62 lakh from "iMay 1999 to 4 June 2000 without approval of
mining plan. The Department had directed not toeutadke mining operation till
approval of the mining plan. Thus for breach ofditan, the lessee was liable to
pay cost of the ore and royalty of Rs.46.12 laklctviivas not demanded.

On this being pointed out in audit (November 20G0g Deputy Director of
Mines, Koraput stated that factual information wbube submitted after
verification of records.

The above matter was referred to Government (A8@2). Government in their
reply (August 2002) stated that the lessee submnittming plan for approval in
August 1998, therefore there was no violation @ grovision of the Act for
extraction of the mineral. The reply is not accbfgas the plan was approved on
5™ July 2000 as such earlier mining operations wegal.
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7.5  Short levy of royalty on minerals due to benegation

Under Section-9 of the Mines and Minerals (Regafatand Development) Act,
1957, the holder of a mining lease is liable to payalty in respect of any
minerals removed or consumed from the leasehold arehe rates specified in
the Act. No loss or wastage is admissible undeAttteibid. As per Government
of India, Ministry of Mines notification (25 Septé@r 2000), when the
processing is carried out within the leasehold ,aregalty would be payable on
processed minerals with effect from the date offication.

Test check of records of Joda Mining circle, reeda{February 2002) that the
lessee M/s Steel Authority of India Ltd. in respettheir Bolani Iron Mines had
fed 12.24 lakh MT of unprocessed iron ore in theemefication plant and
recovered therefrom 10.04 lakh MT of processeddareng the period from April
2000 to September 2000. The royalty was levied @f4llakh MT of processed
ore instead of royalty on 12.24 lakh MT of unprasssore resulting in short levy
of royalty of Rs.18.72 lakh on 2.20 MT of ore.

On this being pointed out in audit (February 20@irector of Mines, stated
(September 2002), that demand for Rs. 18.72 lakhoken raised (August 2002).

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).

7.6 Non-levy of interest on belated payment of ming dues

Under the Mineral Concession Rules, 1960, as antendd effect from April
1991, in case of belated payment of dead rent,ltsoya other mining dues,
simple interest at the rate of pér cent per annum on the amount in default is
chargeable from the 80day of the expiry of the due date till the default
continues.

Test check of records of Mining Officer, Baripadavealed (July 2001) that
interest of Rs.4.61 lakh on belated payment of ltgyia 3 cases was not levied
during the period 1998-99 to 1999-2000.

On this being pointed out in audit (July 2001), Meing Officer, Baripada
stated that action would be taken to realise theashel after verification of the
records.

The above matter was referred to Government (ApdiD2). No reply was
received from Government (November 2002).
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8.1 Results of Audit

Test check of assessment records and other codndotaiments pertaining to
departmental receipts in the Departments of Foogplss and Consumer
Welfare, Co-operation, Energy, General Administmati Works and Water
Resources during 2001-2002 revealed non-realisatiagevenue, non/short levy
of duties, fees etc. of Rs.180.16 crore in 45,2@9s which may broadly be
categorised as under:

(Rupees in crore)

Sl. Category No. of Amount
No. cases
1 | Assessment, levy and collection |of 1 164.53
industrial water rate/licence fee
2 | Non-realisation of revenue 44,816 9.02
3 | Non/short levy of revenue 98 4.55
4 | Other irregularities 364 2.06
Total 45,279 180.16

During the year 2001-2002 the Departments acceppedshort levy of revenue,
non-realisation of revenue etc. of Rs.3.79 lakhlh501 cases which were
pointed out during 1997-98 and 2001-2002. Of tlteseDepartments recovered
Rs.0.37 lakh in nine cases.

A few illustrative cases highlighting important @udbservations involving
Rs.147.62 crore are mentioned in the following geaphs.
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8.2 Assessment, levy and collection of industrial ater rate/licence
fee

The assessment, levy and collection of water mat®rissa is governed by the
Orissa Irrigation Act, 1959, Orissa Irrigation Ral€l961 and executive
instructions issued by the Government/Board of Raeefrom time to time. By
an amendment of the above Act and Rules “Licenee"Reater rate) for use of
water from Government water source (a water sowreated naturally) for
purposes other than irrigation was introduced fraén September 1994. The
Orissa Irrigation Rules, 1961 were further amenited998 revising the water
rate with effect from 18 July 1998. There are, thws types of water rate -"
Special water rate "for using water from irrigatiaorks and "Licence fee" for
using water from Government water source for indalétommercial purpose.

8.2.1 Arrear water rate/licence fee

The position of arrear water rate/licence fee peg@igainst 92 industrial units as
on March 2002 furnished by the department is devid!:

(Rupees in crore)
Category No. of | Arrear up Arrear in Arrear in Arrear in Total
units to March 1999-2000 2000-2001 | 2001-2002
1998-99

Private units| 61 9.10 0.87 2.43 2.43 14.83
Public 31 17.91 11.52 9.31 9.08 47.82
sector units
Total 92 27.01 12.39 11.74 11.51 62.65

Out of Rs.62.65 crore, an amount of Rs.45.13 crtosgards arrear water
rate/licence fee is disputed and is subjudice. @dlance arrears of Rs.17.52 crore
includes Rs. 0.58 crore outstanding for realisatiom closed units.

8.2.2 Blockage of revenue due to belated levy/noevly of water rate

As per Orissa Irrigation Act, 1959 and Rules frarttegteunder as amended from
time to time, water rate at the rate of Rs. 2 fibimfDecember 1962, Rs.4 from 10
December 1981 and Rs.60 from 18 July 1998 per Igalon of water is
chargeable upon the user of the water from irrigatiource for industrial purpose
and discharged back unpolluted or after purificatioto irrigation project from
which the same was drawn.
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Orissa Hydro Power Corporation (OHPC) and the dmi¢wOrissa State
Electricity Board (OSEB) have been drawing watenfrdifferent projects since
1961 for generation of electricity. Though wateteras leviable from 17
December 1962 for such utilisation of project watew demand was raised till
February 2001. Subsequently demand of Rs. 2,34%#@@é for the period 1981-
82 to 2001-02 was raised between March 2001 and2D@2, but no realisation
has been made till date (August 2002). Howeverdermand has been raised for
the period December 1962 to March 1990 in respédimkud Dam Project

amounting to Rs.144.90 crore. Thus the total dii€&s®489.16 crore as detailed
below is still outstanding.

(Rupees in crore)
Sl. Name of Arrears Arrear in Arrear in Arrear in Total
No. the upto March | 1999-2000 | 2000-2001 2001-2002

Project 1999

1 Hirakud 794.81 178.96 98.98 150.25 1223.00
2 Kolab - -- 101.62 15.16 116.78
3 | Balimela 122.98 27.61 18.10 22.89 191.658
4 | Rengali 554.56 128.30 111.48 112.74 907,08
5 | Indrabati -- 6.32 16.16 28.24 50.72
Total 1472.35 341.19 346.34 329.28 2489.16

In reply to the audit observation regarding delayaising demand/ non-raising of
demand and non-realisation of water rate from OHRE Chief Engineer, Water
Services stated that prior to 1999-2000, the Takersi of Revenue Department
were vested with the power to raise demand an@aolater rate as it was their
responsibility. Demands were raised by Executiveyiligers during the year
2000-2001 only after they were declared IrrigatiOfficers. Regarding non-

raising of demand by the revenue authority, Undmr&ary, Board of Revenue
replied (May 2002) that the concerned Collectorsewseing requested to clarify
the position.

8.2.3 Loss of revenue due to irregular adjustmentfocapital deposit
towards water rate

As per Section 11 of Orissa Irrigation Act, 1959 tiee purpose of making use of
the water of an irrigation work, the watercourseslisbe constructed by the
persons to be benefited at their own cost.

50 Arrears for the period from March 1988 to M&@61.
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In course of audit of Mahanadi South Division, @uakl, it was noticed that at a
high level review meeting held on 21 May 1999 betw&overnment and M/s
OSWAL Ltd., Paradeep it was decided that M/s. OSWAd. would deposit
Rs.3 crore for improvement of Taladanda canal famal of 160 lakh gallon of
water per day. The advance deposited of Rs.3 @xpid/s. OSWAL Ltd. would
be adjusted towards capital and there would bentevdst on such deposit. Out of
the advance deposit of Rs.3 crore,an expendituRs@#.11 crore was incurred by
the Executive Engineer towards improvement of tlagewcourse. Audit scrutiny
revealed that in the agreement entered into betwiErecutive Engineer,
Mahanadi South Division, Cuttack and M/s. OSWAL .Ltor payment of water
rate, an additional clause No0.9 was incorporated2dnJuly 2000 into the
agreement to the effect that the advance depb&t@ crore would be adjusted
towards monthly water charges. Incorporation of ttlause in the agreement by
the Executive Engineer was in contravention to deeision taken in the high
level meeting and also in violation of Section ¥1Qwissa Irrigation Act, 1959
which led to forfeiture of revenue of Rs.2.11 craseof March 2002.

The Chief Engineer stated (September 2002) thatEtkecutive Engineer has
raised the demand on M/s OSWAL Ltd. However, ngado realise the amount
has been taken (August 2002).

The matter was reported to Government (June 2002)r reply was awaited
(November 2002).

8.3  Non-realisation of Electricity Duty

Under the provisions of Orissa Electricity Duty A&B61 as amended from time
to time and rules made thereunder, Electricity (@) shall be collected from

the consumer and paid to the State Government@ernbrgy supplied by or on
behalf of the State Government. The Act furtheriganyed that where such ED
collected by a licensee from a consumer was nat fmathe Government within

30 days of the expiry of the month in which theydstcollected such person shall
be liable to pay interest at the rate of{d8 cent per annum.

Under provisions of clause 95 of Orissa ElectridRggulatory Commission

(Conditions of supply) Code, 1998 the amount pgidhe consumer shall be first
adjusted towards ED provided that in case of payilnpent by the consumer, the
proportionate share of duty from the total collestshall be adjusted first.

During the course of audit of Electrical Inspec®ourkela it was noticed (March
2002) that Fertiliser Corporation of India, Talcherade part payment (i.e.
Rs.22.33 crore out of Rs.23.03 crore of the endifjyfor the period from
January 1999 to January 2001. Against proportiortaie of Rs.1.43 crore
payable, the Executive Engineer, Electrical Divisi@hainpal deposited Rs.95.90
lakh up to February 2001. The Electrical Inspecaised (April 2001) a demand
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of Rs.47.15 lakh towards ED and interest of Rs@2akh. Out of the demanded
dues only Rs.5.00 lakh has been deposited in MaégiL and July 2001. No
further steps were taken for realisation of theabe¢ dues nor certificate
proceedings initiated. Thus, Rs.42.15 lakh stilnaged unrealised. Besides
interest of Rs.19.24 lakh was also payable on éélggayment/non-payment
(March 2002).

On this being pointed out in audit (March 2002k tElectrical Inspector stated
that the matter was under correspondence.

The above matter was reported to Government (R02); their reply is awaited
(November 2002).

Bhubaneswar (M. Naveen Kumar)
Dated : Accountant General Orissa
(Audit-11)

Countersigned

New Delhi (Vijayendra N. Kaul)
Dated : Comptroller and Auditor General of India
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