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·S~ctiort16·- of .the Comptroller and Auditor .Qenenil's ([)}!ties,_ Powers and 
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(OVERVIEW) 

I [General ] 

This report contains 62 paragraphs relating to non levy/short levy of tax, 
penalty, loss of revenue, interest inc luding one review on "Interest Receipts" . 
The findings involve revenue to the tune of Rs.560.81 crore. Some of the 
major findings are mentioned below: 

The Government's tota l revenue receipts for the year 2004-05 amounted 
to Rs.ll ,850 crore against Rs.9,440 crore in the previous year. Of this 
46.60 per cent was raised by the State - Rs.4, 177 crorc through tax 
revenue and Rs.l ,345 crore through non-tax revenue and 53.40 per cent 
was received from the Government of India, Rs.3,978 crore in the forn1 of 
State's share of divisible Union taxes and Rs.2,350 crore as grants in aid. 

(Para 1.1} 

Test check of records of sales tax, motor vehicles tax, state excise, mines 
and minerals, land revenue, forest and other departmental offices 
conducted during the year 2004-05, revealed underassessment, short 
levy/ loss of revenue etc. amounting to Rs.936.51 crore in 20,81,333 
cases. During the year 2004-05, the concerned departments accepted 
underassessment etc. of Rs. l 09 crore, invo lved in 17,38,232 cases pointed 
out during 2004-05 and earli er years, of which the departments recovered 
Rs.6 crore in 16,42 1 cases. 

{Para 1.9} 

As on 30 June 2005, 3,653 inspection reports issued upto December 2004 
containing 11 ,067 audit observations involv ing Rs.l, 789 crore were 
outstanding for want of comments/final action by the concerned 
depru1ments. 

{Para 1.10} 

II (Sales Tax] 

* 

Grant of irregular exemption towards export sales resulted tn under 
assessments o f tax of Rs.2. 17 crore 

{Para 2.3} 

Determination of transaction between the two dealers of Orissa as inter 
state sale instead of intra state sale led to underassessment of tax of 
Rs.3.90 crore. 

{Para 2.5.1} 

ChaptH-IIigu re~ in ovenic" hnH been rounded off to nearest crore. 
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Cross verification of records of FCI with the assessment records of three 
registered rice millers revealed that there was evasion of tax of Rs. 77.67 
lakh due to suppression of sale turnover of rice. 

{Para 2.7} 

Short levy of entry tax of Rs.l8 .07 lakh due to application of incorrect 
rate. 

{Para 2.20} 

III ( Motor Vehicle~ TaxJ 

Motor vehicle tax and additiona"t tax including penalty amounting to 
Rs.30.83 crore was not realised in respect of 15,746 vehicles which had 
valid route permits. 

{Para 3.2} 

Non realisation of various fees at the revised rates led to loss of Rs .2.01 
crore in 1,65,833 cases for the period between 28 January 2003 and 
31 March 2004. 

{Para 3.3} 

Short realisation of one_ time tax of Rs.51.89 lakh on advalorem basis in 
respect of 323 vehicles registered between February 2003 and 
31 March 2004. 

{Para 3.5} 

IV ( Land Revenue, Stamp Duty and Registration Fees 

An organisation after taking over the possession of Government land on 
lease basis, sub-leased the land to other third parties after realisation of 
cost of land, but did not deposit Government's share which resulted in 
non realisation of revenue of Rs.11 .19 crore. 

(Para 4.2} 

Although lease for Government land was sanctioned and land was in 
possession of the lessees, yet demand for Rs.65 .97 lakh was not raised 
against lessees towards premium, ground rent, cess and interest for the 
years between 1999-2000 and 2003-04. 

{Para 4.4} 

Cross verification of records of Tahasi l offices with reference to 149 
documents revealed that kissam of land was incorrectly set forth with 
lower value due to which there was short realisation of stamp duty and 
registration fees ofRs.25.64 lakh. 

{Para 4. 7} 
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V (State Excise] 

Non observance of the prescribed procedure in settlement of IMFL off 
shops resulted in loss of revenue of Rs.l 0.17 crore. 

(Para 5.2. 1} 

Non realisation of revenue of Rs .9.26 lakh due to non affixture of excise 
adhesive labels on beer bottles imported from out side the State. 

{Para 5.5} 

VI (Forest Receipts] 

Bamboo coupes in the bamboo potential forest divisions of the State were 
not worked leading to loss of Rs.8 .66 crore of revenue towards royalty. 

{Para 6.2} 

Non levy of interest of Rs.86.06 lakh on belated payment of royalty on 
timber. 

{Para 6.5} 

VII ( Mining Receipts ) 

Loss of revenue of Rs.l6.29 crore due to non raising of demand for 
royalty and cost of ore for illegal extraction/removal of chromite ore. 

{Para 7.3.1} 

Non execution of lease deed within the specified period and delay in grant 
of revocation of renewal order resulted in loss of revenue ofRs.6.23 crore 
towards cost of ore. 

{Para 7.4} 

Unauthorised extraction/removal of iron ore in forestland without prior 
approval of Central Government led to loss of revenue of Rs.5 .11 crore 
towards cost of ore and royalty. 

{Para 7. 5} 

VIII (Departmental Receipts ) 

Review on "Interest Receipts" revealed the following:-

+ Sanction of interest free loan to 30 organisations without adhering to 
the principles of loan policy and general financial rules resulted in loss 
of interest ofRs.ll.47 crore. 

{Para 8.2.8} 
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+ Due to computation error there was short levy of interest amounting to 
Rs.72.92 crore against one organisation and non levy of interest of 
Rs.8.44 crore against another organisation. 

{Para 8.2.9} 

+ Release of fresh grants/assistance to five organisations without making 
any recovery towards outstanding principal and interest resulted in non 
realisation of interest of Rs.215.53 crore which was inclusive of penal 
interest ofRs.57.70 crore. 

{Para 8.2.1 0} 

+ Delay in disbursement of loan released by Government of India to the 
implementing agencies led to loss of Rs.56.81 crore towards interest. 

{Para 8.2.11} 

+ Non finalisation of terms and conditions of loan granted to one 
Corporation led to non real isation of interest of Rs.8.45 crore. 

{Para 8.2.13} 

Non levy of inspection fees against the three distribution companies 
resulted in non realisation of Government revenue of Rs.5.87 crore. 

{Para 8.3} 

Raising of demand for inspect ian fees at the pre revised rate for the years 
2002-03 and 2003-04 resulted in short levy of inspection fees of Rs.2.34 
crore. 

{Para 8.4} 

Non levy of electricity duty of Rs.l.86 crore for the year 2003-04 against 
two companies engaged in generation and di stribution of electricity. 

{Para 8.5} 
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CHAPTER-I : GENERAL 

1.1 Trend of Revenue Receipts 

1.1.1 The tax and non tax revenue raised by the Government of Orissa 
during the year 2004-05, the State's share of divisible Union taxes and grants 
in aid received from the Government of India during the year and the 
corresponding figures for the preceding four years are given below: 

( Rupee s i n crore) 

2000-2001 2001-2002 2002-2003 2003-2004 2004-2005 

I Revenue raised by 
State Government 

(a) Tax Revenue 2,184.03 2,466.88 2,871.84 3,301.73 4,176.60 

(b) Non Tax Revenue 685.47 69 1.75 961.18 I ,094.55 I ,345.52 

Total 2,869.50 3,158.63 3,833.02 4,396.28 5,522.12 

II Receipts from 
Government of India 

(a) State's share of divisible 2,603.97 2,648.72 2,805.58 3,327.68 I 

Union taxes 
3,977.66 

(b) Grants in aid 1,428.55 1,240.64 1,800.17 1,716.28 2,350.41 

Total 4,032.52 3,889.36 4,605.75 5,043.96 6,328.07 

III Total Receipt of the 6,902.02 7,047.99 8,438.77 9,440.24 11,850.19 
State Government 
(I+ II) 

IV Percentage of I to Ill 41.57 44.82 45.42 46.57 46.60 

For details, please see Statement No. I 1-Detailed Accounts of Revenue by Minor Heads in the 

Finance Accounts of the Government of Orissa for the yea r 2004-05. Figures under the minor head 901-Share 

of net proceeds assigned to States under the major heads 0020-Corporation Tax; 0021-Taxes on Income other 

than Corporation Tax; 0028-0ther Taxes on Income and Expenditure; 0032-Taxes on Wealth ; 0037-Custorns; 

0038-Union Excise Duties; 0044-Servlce Tax and 0045-0ther Taxes and Duties on Commodities and Services 

booked in the Finance Accounts under A-Tax Revenue have been excluded from the Revenue raised by the 

State and exhibited as State's share of divisible Unio n taxes. 
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:L1.2 The details ofthe taxteven~e ·raised during the year 2004-05 along 
· with figures for the preceding four years are given below: . 

Registtation 
108.52 109.76 135.86 153.o7 197.~87 (+) 29 

Fees 

8. Other Taxes 
and Duties on 

14.60 27.62 13.34 14.77 25J4 (+) 70 
Commodities 
and .Services 

9. .Other Taxes on 
Income and 
Expenditure-
Taxon 

39.86 46.61 52.63 59:07 (+)12 

.. r 

The reasons for variations in resped·:6'fthe following items as furnished by the 
concerned departments were as under:. 

Tmx~s miDld Jlllllll:iies on Electricity: The increase was stated to, be due to more 
collectionrof duty on non captive and captive power plants and inspection fees 
etc. 

lLaJIDdl Revellll~te: The increase in collection was stated to be due to revision of 
rate of premium for conversion of land, more coHection of royalty etc. 

. . - . 

Taxes onn Velb.iides: The increase was stated to. be due toinqreasein vehicle 
population, better enforcement activities and effective supervision etc; 

§tamp · dlUity mlffidl reglistratfioliD.,: fees: -The· in:ctease was stat~d to be due to 
disposal of 47A cases and increase ofland value. · ·· 

Reasons for variation in respect of other taxes an4·duties oncpmmodities and 
services has not been n:ceived from concerned Department-(O<ptober 2005). 
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.1.1.3 Details ofnon~ax revenue_ reaJised .cluridg the year 2004-05 ~longWith ·. 
'the figures for the preceding four years· are givehbeiow: · ·· · · · · 

. 84;7~ 87,95 :. 97.04 48.64 . 

76.09 164.38 

The reasons for. variations· for the following·. items as furnished by t~e 
concerned departments were a:s tinder: . 

Non fenmns MllllliiJ!llg.~ndl M:et~Umrglic2li llllld~striies: Th~irtcrease~;as s~ated ·. 
to be due to upward revision of rates on ro'yalty Oll ·rlOll C()al minerals,. Jqlinor 
minerals,.increase in sale priceofminerals and despatch ofmore iron ore.' · · 

Forestry ~imd Willd Liife: The increase was stated to be due to teaJisation of · 
cost of compensatory afforestation from user agencies. . . . 

. ' ~. - ... . ' . - - ) . . . ' ·. . -·. . . _: _. :· - . : .. ;, . . .. ' 

lPolliice: The increase _was stated to be due to coHection of arrear dues 'from 
Aviation Research Centre, Charbatia and Ea:sfCoast Railways . 

.. Reasons.· for variations relating to. fnterest, education, . Irrigation and ·inland 
.. water. transport, · medical mid public health have not ·been· ·received though· 
called for. · · · 

3 



Audit Report (Revenue Receipts) for the year e11ded 31 March 2005 

l t.2 Variations between budget estimates and actuals 

The variations between the budget estimates and actuals of revenue receipts 
for the year 2004-05 in respect of the principal heads of tax and non tax 
revenue are given below: 

( Rup e e s in cr ore) 

Sl. Heads o£ Revenue Budget Actua l receipt~ Variations Per centage of 
No. estimates Increase(+) Variation 

Shortfall (-) 

Tax Revenue 

I Sales Tax 2,063.00 2,471.39 (+) 408.39 20 

2 Taxes on Goods 
300.23 384.93 (+) 84.70 28 

and Passengers 

3 Taxes and Duties 
240.84 261.89 (+) 21.05 9 

on Electricity 

4 Land Revenue 120.00 131.59 (+) 11.59 10 

5 Taxes on Vehicles 320.59 338.11 (+) 17.52 5 
6 State Excise 290.16 306.61 (+) 16.45 6 

7 Stamp Duty and 
190.90 197.87 (+) 6.97 4 

registration Fees 

Non T ax Revenue 

8 Mines and Minerals 640.87 670.52 (+) 29.65 5 
9 Forest 40.00 84.72 (+) 44.72 112 

10 Education 13.26 15.76 (+) 2.50 19 

II Interest 87.07 249.04 (+) 161.97 186 

12 Police 8.02 21.24 (+) 13.22 165 

Taxes and Duties on Electricity: The increase (nine per cent) was stated to 
be due to collection of arrear dues from Mls. NALCO. 

Taxes on vehicles: The increase (five per cent) was stated to be due to 
increase of vehicle population, better enforcement activities, timely review of 
performance of field functionaries and effective supervision. 

Stamp duty and Registration fees: The increase (four per cent) was stated to 
be due to collection of arrear revenue under section 47 A of Stamp Act. 

Mines and Minerals: The increase (five per cent) was stated to be due to 
increase in despatches of minerals as per market demand and upward revision 
of rates of royalty of non coal and minor minerals. 

Forest: The increase (1 12 per cent) was stated to be due to realisation of cost 
of compensatory afforestation from user agencies. 

Police: The increase (165 per cent) was stated to be due to payment of claims 
by Aviation Research Centre, Charbatia and East Coast Railways. 

The reasons for variation for state excise, taxes on goods and passengers, 
education, interest etc. though called for were awaited. 

lt.3 Analysis of collection 

Breakup of total collection at pre assessment stage and after regu lar 
assessment of Sales Tax, Profession Tax, Entry Tax and Luxury Tax for the 
year 2004-05 and the corresponding figures for the preceding two years as 
furnished by the Department is as fo llows: 
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.. , ', .. ··C!tapter-1 Ge11e.ral 

4 .. Luxury 
·Tax 

._;I •.. "• 

17A4 
361.65 19.87 

. 9.45 

11.26 . 

2oo4~o5 10.15· · o.ot . · 

·. ·-. ·. . . . : : ... . . -'· . -~ ' . ~ . - ·:'.:,-'. 

The above ir taqle . . . . :·that perc~p.tage . . ·.·· . . n::venue . 
assessmerit ;:stage range<;lhetween 94A to 98.1 per ce~t under sales t(.lx. and 
.entry tax <lut~ngthe year 2002"'03to 2004.,05. · · · 

· The gross coUebtiori in respect of majorreveri11~ ~eceipts, expenditure i!lctirred. 
· ... on their coll.ecticm andth~ percentage of such expenditure to gross collection. 

during the years 2002-03, 2003-04 and 2004'-05 along with 'the relevanCall 
·India average percentage of expenditure on collection to gross collectio11 for. 
2003-04 are given below: ' . ' 

Stamp . Duty · · 2002-2003 
·and Registrati · 2003-2004 
on Fees 2004-2005 

2.57 

3.81 

. 3.66 

It would heseen·fro1n' above that cost of collection under taxes on vehicles, 
· st~te 'excise, stamp duty and registration fee was higher than all India average. 

, 2 1f'lle fngur~s supplied by the. Jl)ep~rt,ment lilo not taiRy with figures o'r !Finance ~cc,mints. 

3 ·. . . 1f'Jne · dilffenmce of JRsJ,3; 78 CII'Ore (ll>epall'tmentall ·figure of JRs;1 ,877. 75 C!'OII"e minus JRs._1 ,863.97 • CI'OII'e· 

!Finance Accmmts figure) yet to be reconcillelil. . . , . . 

· 4 .· 1f'l!e 4iffer~nce of!Rs.4.~4 ~rore (lDiepartmental figill!'e of Rs.2,467.35 cror~ miilus !Rs.2,471.3? crm 

Fina~ce Accounts figu~e) yetto be reconciled (October ioos): 
5 l!'erce'rntage ~f expenditure to. gross. c~IU~ction.· for. 2004c~Sinchnde~ Entry 1f'iu, Eniteir~aimn~nf1f'ax .. 

' ' . . 
and JP>rofessiimaU 1f'ax in addition to Sales 1f'ax. 



' . - -. . 

Audit Report (Rev.enue J1eceipts) for the year ended31 March 2005 

(R11pees in crore) 
il@fF)L:_ -~.\ltirawse~ . ·- liSaledaXZI\4\llnu~• •-·•.tii-Rev!nlW/as8¢'ss. " 

2000-2001 58,427 1,351.49 . .· .0.023 

2001-2002 62,142 1,434.72 0.023 

2002-2003 .· :. 69,743 1,646.66 ·. 0.024 

2003-2004. 74,494 ·. 1~894.76 
·. • .·· 0.025 

2004-2005 78,991 2,490.89 0.032 .. 

- - ' . 

The above table reveals that revenue collection per assessee 'increased from 
Rs;0.023 'crore in the year 2000-0lto Rs.0.032 crore in 2004;.95. · 

As on 3lMarch 2005/the arrears ofrevenue under.principal reads ofrevenue 
as reported'by the Departments aggregating Rs2,259.05 crore were as detailed -
below:- . · · · . . 

2 Taxes on :VehiCles•· '75.94 

.. 6 

The stages of arrears were. as under: -
· • Cases cbven!d by · 
- show c~use and 

penaltY -

m - Denia~ds stayed by._ 

"-

: Departrhentitl 
· authorities 180.05 

. Suprerr:e' 
. Court/High Court 411.05 

··' - . -
Demands covered 
by Certificate · 
proceedings/ Tax -
Recovery 
propeedings · 272.41 

· likelyto 
3.42 

· The stages <,\farrears ·were as under: 
" - -Demands covered 

0 

by certificate' /; 
proceedings · 31.24 

Recoveli~s ·stayed 
by . 

High 
Court/Supreme 
Court/other 

.-;:· 

Judicial:authorities · · 0.29 · 

Departmental-
authorities· of 
Governinent . 4.32 · 

. :J• 

· Amount under 
distute: 
Other 

0.20 ' 

39.89 



':);?._ 

'·\' 

·-: 

' ., 

' . .-~, ·r . ·-.·~ .·- .. 

stages 'of ~mears. were as undel:: 
Ari,otlrit~i:>vered . . 
·by show catlse 

· and penalty I 0.20 

Re~overies stayed 
-by ;Departmental 
authodties· 

Demand stayed 
byHigh,Court 

Dema;id co~ered 
. byCe-~titicate/.tax 

De~lalid_cl'>vered . 
by certificate/Tax 
Recqvery·. 
proceedings 

'A~1m;nt covered 
by,show cal1se · 
and penilltY 

Reci:>veries stayed 
by~ . . 

DejJ\Irtl~f:!lltal 
authorities 

as under. 
c·ove.~e~ ~y- · -
certiticate 
proceedings 

St~yt;d by H{gh 
Cow'tl ·· 

otl~er judicial 
authorities 

stayed bY 
. Oepartiriental 
•authorities 
•· - >'\ 

Amounrunder
disptite 

13.46 

17.75 

:0.34 

·,. 

'2.38 

4.44 

•0.14 

'8.42 

3.30 

·.;: .. 



A.tidit Report (Revenue Receipts) for the year ended 31 March 2005 .. 

8 .Other 
Departmental 
Receipts (Rent) 
G.A Department 

9.44/ 

" Kni!llnstries 
·· DeJ.!artmelllt 

The arrears were due from: 

"' . Orissa stitte 
Financial; 
COJl'Ohltion. 

)> Loan in lieu of 
share cap\tal 

)> Interest b,earing 
loan 

)> State AilRural 
lndustrie~ Program. 
loa:n 

)> Sales Tax loan 

)> ElectricitY Duty 
loan 

)> Panchayat Samiti 
Inc;lustries loan 

" Industrial 
Develophlent 
CoJl'bration 

.. IPICOL 

0 Orissa Small Scale 
Industries 
CoJl'bratipn 

e Orissa State 
Leather 

'·'' 

Coll'oration 

" Orissa Instriunent 
Comany: 
Orissa Film . 
Development 

. . . 

78.84 

41.47 

7.75 

13.63 

1.15 

6.04 

2.95 

0.34 

6.93 

0.84 

.. 
0:67 

0.61 

0.43 

0.13 

Non~Re8idenitiai iJ8uildings · . 0.62 

8 

Re5identiallBnil~ings · 

" Retired Govt. . 

"· 

Servants 

MLA's and ex~ 
MLA's 
Boards and · 
Coll'oratlons 
Private Pjlrties 

Transferred Govt. 
·servants 

Certiftcaie cases 

Central 
Government· 
employe~s 
occupyinifState 
Government 
Quarters 'and water 
tax •. : 
Usuat·House Rerit 

Recovery stayed by 
High Court and 
other judicial · 
authorities 

3.47 

0.50 

_0.40 

0.62 

• 1.19 

O,Q3 

0.32 
2.09. 

0.20 

,_ 
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Demand 
. i:ove~ed by · 
:certificate 
proceedings· 

Demand locked 
· up in litigation 
· in High Court 

and other 
judiciai · 

. authorities 

Amount under 
dispute 

Amount 
covered under 
Write off/ 

The details· ofcases pending assessment at the beginni~g ofthe year. 2004-05;: 
cases becmpirtg due for 'assessment during the. year, cases disposed of dl.lril1g .• 
the year and the n~mber'of cases pending finalisatipn atthe erid of the year •... 
2004~05 as' furnished b)!.th'e :Sales Tax Dep~ent in respect 6fsales tax arid 
entry tax ar,e as follows: 

. H can be s~en rron1 the above table that the perdentage of disposal under sales 
. tax and elltry tax were37.66per cent and 45:08 per cent respectively. . . . 

(,, 

6 Oris~~ 1Foi-e5t ][)levelopme~t Corporatio111Limited. 
. ' 

7 Orissa Tribal ][)levelopment Cooperative Corporation, .· · 



Ait(JitR"eport'(R_evellue_R_eceipts) for the year e11ded 31 March 2005 

The .number of cases of evasio~ :of tax ·detectea· and assessments fimilised 
during 2004-os~re giv~nbelow: . . . . . . 

The revenue· involved in the pending cases was not fu:r;nished by the 
Department. It WOJild be seen from the above that the disppsal of detected 
cases was only 29.9 per cent in respect of sales tax cases. 

Test check of the records of sales tax, motor vehicles tax, lancl revenue, state 
e:xcise, forest, mines and minerals __ and other departmental offj.ces _conducted 
during the year 2004-05 revealed underassessment/short levy(loss of revenue •· 
etc~ amounting !o.Rs.936.51 crore it1 20,8f,333 cases. Duririg the course Of the 
year 2004-05, the concerned departments accepted underassessment etc~ of 
R.s.l09.il crore involved in 17;38,232 cases which were 'pointed out in· 
2004-:05 and in eariier :years; . Of these, the. Departments re~oyercd . Rs.6AO. 
crorein 16,421cases. 

This report contains 62 paragraphs including one review relating to under
assessnient/short levy/11ori levy etc, .. involving Rs.560.81 ~rore of which 
Rs.221.43 . crore has· been accepted by Gove:mmenttDepartmel1t. Recovery ·· 
made in these cases amounted to Rs.2.67 crore.up to July ,2005. Audit 
observations with _a total revenue effect of Rs.25.5.5J crore: have. not been 
accepted by the . Depaitment/Govemment but ·their c.ontei1tiol1s ha\re .. been 
appropri(ltely commented upon in the relevant par~graphs: Replies, il1 the 
remaining cases havb !lot been received (October 2005). . .. . ... 

AJidit o1Jservations ._ op. incorrect. assessments, .short levy o(ta~es, duties, fees 
etc. as also _defects in ~he" maintlimance of initial. records notic:e.d d:tiring 'audit 
and not settled . on . the spot are coriullunicated to :the heads" of 
departments/offices and other departmental authorities thro:ugh Inspection 
Reports (IRs). The heads ofdepartments/offices~arerequireci td take corrective 
action in the interest of Government revenue and furnish comJ>liance within. a 
period of one month. ·· ' ·· ··' 
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Cliapter"-1 Gemiral · 

. . . 

. Tl:le number pf IRs and.audit observation~. relating to re;eriue r~teipts issu~d 
up to 31 Dece!Tiber 2004 ~hich were pending settl~ment by the departmt':mts as 
o:p. 30 June 2005 along withcorresponding figures for the preceding two years 

· below: ... •. . 

Number of .inspeCtion. reports pending 
settlement 3,655 

11,081 ' . 

; '<· ' 

I ,'446.54 ),4n32 

Department \yise break up of the IRs ~ri.d audit observation~ outstandi~g as '6n 
30 Juhe 2005'isgiven below: · · · · ' ·.·· 

76 

10 'il 

46 

2 
2,830 

r·::• 

237 

3 Revenue 

'285 4~7 

It indicatesthat the Heads of depmtments/offices, who~e records were . 
inspected by. Accountant General, failed to discharge due responsibility is · . 
they did riot 'send any reply to a large number of! IRs/Paragraphs and a)::;o did ·· 
not take any remedial me~sures for the defects, omissions and in·egula:tit!es 
p'oil1ted out by the Accet:tptant General. · · ·· · ·· ·· ·· 

11 
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Audit Report (Reve11ue Receipts) for the year e11ded 31 March 2005 

· In order to expedite the settlement of outstanding audit obsehrations· contained 
in the IRs, departmental Audit Committees have been constituted by the 

·Government. The representatives of Finance Department, Administrative 
Department and office of the Accountant General (AG} (CW &RA) attend the 
Comniittee. The Cm:nmittees meet regularly to expedite: the clearance of 

·outstanding audit obserVations and ensure that final action is taken on all audit 
observations outstanding for more than a year. During the· year 2004-0S, 
Finance, Transport, Revenue and Forest Departments convened 18, 4, 15 and 
four Audit Committee. meetings respectively .. Other Government departments· 
did not take initiative in using the machinery created fqr. settling. the 
outstanding audit observations. 

Governni.ent of Orissa, Finance Depa~ent, in their drc1:1lar memorandum 
instructed (May i 967) vanous departments of the Government to submit 
compliance to the draft audit paragraphs (DPs) floated bythe AG for inclusion 
in the Audit Reports of the Comptroller andAuditor General (CAG) within six 
weeks from the date of receipt of such DPs. The above instructions were 
reiterated (December 1993) while accepting the recommenclation of the High 
Power Committee on response o.f the State Govetnments to 'the Audit Reports 
of the CAG. The DPs are normally forwarded by the AG to the Principal 
Secretary/Secretary of the administrative department concerned through demi
official letters seeking confirmation of the. factual position and comments 
thereon within the stipulated period of six weeks. 

Eighty six DPs being considered for inclusion in this Report were demi 
officially ··:forw-arded to the Secretaries/Principal Secretaries of the concerned 
departments between February 2005 and Jurie2005 with a request to verify the 

.. factual position and offer comments thereon. Demi official reminders were 
also issued after the expiry of six weeks time in each case. The position of 
response to the draft paras is detailed below: 

7 Energy, Food supplies & Consumer 
Welfare, Cooperation; Finance, 
Agriculture, Industries, Housing & 
Urban Development; Steel & Mines, 
ST & SC Development, Textiles and 
Hand loom Department (Departmental ' 
Receipts) 

\ 

10 
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The Excise Department re.covered Rs .lAO crore at the instance of audit in two 
audit observations in theyeai 2004-'05, · 

According tb instmctions issued· by the Finarlce. Department in December. 
1993, all departments are required to furnish ~xplanatory. memoranda duly 
vetted by audit to. the Drissa Legislative Assembly in respect of paragraphs 
included inthe Audit Reports within three months of being l~id on the table of 
the House.' 

Review of butstanging e)Cplanatory memoranda on paragraphs included in the 
·reports of CAG of India (Revenue Receipts) as. on 31 March .2005 disclosed 
that the departments had· not submitted remedial· explanatory memoranda on 
88 paragraphs for the years from 1994-95 to 2002:.03 as detailed below. 

No. of paras 
pending for 01 12 14 
discussion 
No; of paras 

:foi'.which 

:-

21 13 

26 27 

2 

5 3 5 3 242 

31 35 . . 39 34 40 42 370 

4 .7 7 11 88 

. . 

From the above, it would be seen that the non cpmpliance to audit paragraphs 
stood at 1438 per cent of total paras presented to the Assembly du.rlng the 

.. above period. . · . · . ·· · . . . 

With a view to en~uring accountability of the executive in respect of all the 
issues dealt with iri the Audit Repmts, the Public Accolints Coinmittee (PAC) 
had asearly as May 196() issued instrUCtions t~ all the Departments ofState 

·.Government to Stibmit Action Taken Notes (ATN) on the recommendations 
made by PAC for further· consideration wftttllnftllll six molllltthsofthe presentation 
of PAC Report to the' Legislature. However. it was noticed from the PAC 
reports submitted during lOth, Uth and 12th ·Assembly that 50 Reports 

. containing 345 paras/recommendations were pr~sented by the PAC before the 
Legislaturebetween Febmary 1991 and March2005 after exctniination of the 
Audit Report (Revenue Receipts} of 14 departrilents for the years 1985-86 to 
1000-01. :However, ATNs have riot· been received in· respect of 112 
recommendations of the PAC from the concerned departments as of 

.I 

. March 2005. 

:· .'-

,-·-

. L 





· Test check of assessments, refund cases and conneCted· documents on sales tax . 
. and entry tax of Conunercial Tax offices during the . year 2004-05 revealed 
under asses'snient of tax, incorrect grant of exemption; non/short levy of tax 
etc. amcmnting to Rs~94~ 15 crore in 308 .· c~ses which may broadly be 

· categorised as under: - · · 

2. 

3. 

Short levy of tax due to incoi:rectcomputation oftaxable 
turnover 
Underassessment of tax due to application of incorrect 
rate oftax · 
Underassessment of t:ilx due to irregular grant of·· 

101 37.36 

43 6.71 

31 16:13 

During the·year 2004-05, 'the Department accepted under assessmentetc. of 
Rs.l L64 ci"ore in 1 Ol.cases which vvere point~d out in audit in earlier years 
and Rs.7.14 crore in five cases pointed out in 2004-05. Out of these. the 
Departmentrecovered Rs.42.98 lalffi·in37 cases.·. · 

A few illustrative cases highlighting important audit observations involving 
Rs.27.09 crore are discussed in the followingparagraphs . 

. ·:, 
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Audit Report (Revenue Receipts) for the year ended 31 March 2005 

2.2.1 lntroductimo, 

Under the provision of Orissa Sales Tax Act, 1947 (OST Apt) and Central 
Sales Tax Act, 1956. (CST Act) and Rules made thereunder; assessment of 
registered and unregistered dealers is done under Section 12 (4) and 12 (5) of 
the OST Act and Rule 12 (5) of the CST (Orissa) Rules respectively: For 
escapement of taxable turnover, reassessment is do11e under S~ction 12 (8) of . 
OST Act· and Rule 10 of CST (Oriss:1) Rules: h1 case of reassessment of 
escaped I concealed turnover, the OSTAct provides for.levy Of penalty equal 
to one and halftimes oftax assessed~ If a dealer fails to comply with the teims 
of the. notice for assessment/reassessment issued to. him Jor appearam~e in 
person witlibooks of accounts, the assessing officeuihall proceed to assess the 
dealer exparte to the best of his judgement..·. · · 

Rule 28 of OST Rules, after amendment with effect from 20 July 2001; 
provides .that all proceedings under Section 12 (5) & 12 (8)pending prior to 
21 July 2001 shall be disposed of withinone year and proceedings initiated 
thereafter shallbe disposed within nvO years from the date'ofi~stitution .. 

Underthep~ovisions ofSection 23 ofOSTAct, ifa deale~ is aggrieved against 
an order ofassessment of tax, penalty orinterest, he ma,y p;refer ap>appeal 
before the .. first appellate authority within 30 days from the date of receipt of 
'demand notice served upon him. The first appellate' authoritylindisposing of 
such appeal cases may reject; confirm, enhance, reduce ;and aJ!iml the' 
assessment or set-aside the assessment and remand 'to the assessing officers 
with the direction for re-assessment after such further enquiry as may be 
directed. · ·· 

The Commissioner of Commercial Taxes (CCT) in '1962/1994 issued 
guidelines to complete reassessmentproceedings within three months from the 
date of receipt of appeal orders and instructed the· inspecting officers to 
examine the set aside registers and reassessment Cases . in course · of their 
inspection and report·cases where there has been any deviation.: 

2.2.2 Nim realisation of revenue due to delay in assessments 

Under provisions of OST Act, if an unregistered dealer is liable to p~y tax but 
fails to get himself registered and also if the turnover of a re.gistered/ 
unregistered dealer has. escaped assessment or is underassessecl, the CCT shall 
serve upon such dealer a notice asking the dealer to furnish a return within one 
month from the date ofreceipt of the notice andto·attend in person with books · 
of accounts. If the dealer fails to comply with the terms and conditions of such 
notice,. the CCT shall, after allowing the dealer a reasonaqle opportunity, 
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assess the dealer expart~ any time .aft<;:r expiry· pfprescribed period· of one 
month; to the best ofhisjudgment · ' · 

OST Act provides thal after completion of .ass~ssm~nt, 'qetTian~ notice is· 
served upon .the dealer ·with the direction to pay tax within 30: days from the 
date of receipt of demarid notice. If any amountis 1not paid by the due date; the 

. assessing officer shall issue a showcatise notice to pay in addition to tax 
payable, penalty not exceeding one halfof the total amount due within 30 days 
from the date of service of notice. The amount which remains i.mpaid after the 

. due date of payment irr pmsuance of the . above notice 'issued, shall' be 
recoverable as an arrear of public demands through tax recovery proceedings. 

Test check of exparte assessment records for the years 2000~01 to 2003~04, in 
-15 · circles8 between October 2004 ·and March 2005 revealed the following:-.··· 

* . · Not~~~il~ble. 

It would be, seen that out of s,316 cases • inv()lving Rs.99.55 crore, .. the 
Department co~ld 'realise only Rs:·L05 crore·, in 45 cases' and initiated 
certificate pro-ceedings for·Rs.l6.90 cror~ in 155.cases. Demands ofRs.88.09 
ci:'ote in· 5,121 cases remained outst~diiig; Report· on :foUow up action in 
remaining4,751cases involving Rs.46.68 crore was awaited_ (July.2005} and 

. possibility ofrecoVeryof Rs.23.94 crore in 3~372' cases where business had . 
'.been closed tv as remote;. .. · · 

After this wa~pointed out in audit between Octo~er2004 and JYtarch 2005, the 
assessing officers stated . between Octob~r . 2004 and March 2005 that 
unregistered<fealershad a,lready closed down theirb11siness anci denianqedtax · 
could. not be. collected, Ip case of registered d~alers, the assessing office;rs · ·. 
agreed to initiate tax recoV:ery proceedings for reaJisation of demanded tax: · · 

8 · Balaso~e, Bhad~ak, . Blmbaneswar-ll, Bllmbaneswar-llll, Cuttilck-ll (lEast), Ctnttack-ll(Central), · · 

Cuttack-ll (West), Cuttack-llll; Cuttack-Hll,ll}henkanall, G~nj~m-ll, Il'uri-ll, Rourk~la-ll, Rourkel~~llH.. 
" .. . ' . . -, ' . . ' 

and Sambalpur-ll 

17 
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Audit Report (Revenue Receipts) for the year ended 31 March 2005 

2.2.3 Allowance of deductions in exparte assessments 

Scrutiny of assessment records in three ci rcles (Balasore, Cuttack-I (West), 
and Sambalpur-1) revealed that while finali sing the assessments of eight 
dealers exparte, the assessing officers allowed between July 2002 and 
March 2005 deduction of Rs.5.07 crore towards sale of tax paid goods, tax 
free goods and labour and service charges without verification of books of 
accounts. This led to under assessment of tax to the extent of Rs.47.94 lakh. 

After this was pointed out in audit, the assessing officer of Cuttack-1 (West) 
circle reopened the case in September 2003 and assessing officers of 
Sambalpur-I and Balasore circle stated between November 2003 and 
November 2004 that deduction was allowed towards labour charges to the 
minimum extent and towards first point tax paid goods. The reply is not 
tenable since allowance of deductions was irregular as the assessing officers 
had no scope to verify the books of accounts of the dealer to determine the 
allowable deduction in exparte assessment. 

2.2.4 Pendency and disposal of first appeal cases 

The CCT issued instructions in 196211999 for disposal of first appeal cases 
with in three months from the date of their filing and disposal of cases 
involving high money value on priority basis. As per norms fixed by the 
Commissioner in 1991 the Asst. Commissioner of Commercial Taxes (ACCT) 
in charge of range should write 10 substantive appeal orders and the ACCT 
should write 40 appeal orders per month exclusive of appeals and other 
miscellaneous orders passed under different Acts. 

Scrutiny of monthly progress reports (MPRs) for the years 2000-01 to 2003-04 
in five ranges revealed that demands of Rs. 169.49 crore in 11 ,453 cases were 
locked up in appeals as of March 2004, as detailed below:-

( R11p ees i11 C ror e) 

~o. of ca~es Total No, of No. of No. of Cases Case, Cases annulled/ 
pending as on No. cases cases cases co nli r med enhanced Cases red u l'ed/ 

0 1.04.2000/ o. disposed pending as pending Cases scr-a~itle 

of cases of du ri ng on for more 
received the y<'ar 3 1.03.2004 tha n 3 

du rinJ.: the 2000-01 months 
year 2000-0 I to NoJ No./ NoJ NoJ NoJ Amount 

10 2003-04 2003-04 Amou nt Amount Amount Amount 

3057 
4801 2086 

27 15 .ill2 . 919 2 ill 
1744 12.40 3.49 17.82 0.98 22.95 

illl 5334 3673 l2hl ill 1444 ~ 2099 
2677 37.43 5.84 22.80 0.12 61 9 1 

!U1 8617 6772 ~ illl ~ 74 ~ 
4384 58.92 30.86 68.54 0.95 136.57 
3868 

8664 6942 
1722 2.l2. 2753 n ~ 

4796 30.42 2.10 64.21 4 64 76.74 

12.!1 7212 3702 
m_Q ru2 .!.ill JJ. ~ 

2595 30.32 12.44 20.09 047 90.83 
18.432 

34,628 23,175 
I 1,453 7,463 10.517 136 10,690 

16,196 169.49 54.73 193.46 7.16 389.00 

It would be seen that balance 7,463 cases involving Rs.54.73 crore were 
pending for more than three months. The instructions of CCT to dispose of 
appeal cases within three months were not followed by the appellate 
authoriti es. This resulted in accumulation of appeal cases and blocking of 
revenue. 
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. :- .. · ., ·; ;..,,· , ·I ·. ·. , 

. · ·' • ·The- i~specting: ofYlcets .. did not scrutinise the· s:et aside r~g1ster: at thetiine of .. 
. ..· inspection::·No. <j.Ssessing officer completed reassessine11t within tllree months 

·. >. . from the ~ate of.rectip't of appeal orders. rn'spe9fjng ~off1c~rs aiso_ did.~not .. 
· ·.· · ·.~follow CCT's . instructions: which. indicated hick of internal control ·in the . 

. ·· • .Departm~nt.' Lacuna• ih,j'tb.e Act iii I1ot providing· anY specific-tim~ lirriit fo~ .· 
: disposal oftema:rid cases: led to accumulation ofhuge pendency., . . 
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i · . 
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, feceiVed (Qctober~2005·i · · . > : . 

: . - . . -
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,• .. ,.··. :·.: . . ·.. : . ·.• . ·'i·' .. · · ..... ·. 
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resulted in underassessment of tax of Rs.2. 1 7 crore including surcharge and 
penalty. 

After this was pointed out in audit in August 2004, the assessing offi cer 
completed the reassessment proceedings in February 2005 raising extra 
demand of Rs.5.88 crore after taking into account audit findings and the report 
of the intelligence wing of the Department. Report on recovery was awaited 
(October 2005). 

The matter was reported to Government in January 2005; Government m 
March 2005 confirmed the fact of raising demand. 

12.4 Underassessment of tax due to contravention of declaration 

Under the OST Act, where a registered dealer purchases goods of the class or 
c lasses specified in his certificate of registration as being intended fo r use 
within the state of Orissa by him in the manufacture or processing of goods for 
sale at concessional rate of tax or free of tax after furnishing a declaration in 
the prescribed fom1, but utilises the same for any other purpose, he shall pay 
the difference in tax. Ore was taxable at 12 per cent upto 17 February 2000 
and 16 per cent thereafter and cement at 12 per cent. 

2.4.1 During the audit of Rourkela-I circle in September 2004, it was noticed 
that in case of assessment of a registered dealer for the years 1999-2000 to 
2000-01, the assessing officer allowed the purchase of raw materials (non 
agglomerated iron ore) valued at Rs. l 9.49 crore at concessional rate of four 
per cent against declaration in Fom1-IV. The assessee transferred the finished 
product "agglomerated iron ore"10 to his sponge iron unit located outside the 
state without fu lfilling the condition of sale. Thus the dealer contravened the 
provisions of the declaration and was therefore, liable to pay the differential 
tax of Rs.2.3 l crore on purchase price of raw material. 

The matter was reported to the Department and Government between 
September 2004 and January 2005 . Government stated in April 2005 that 
reassessment proceedings had been initiated against the dealer. 

2.4.2 During the audit of assessment records of Cuttack-III circle in 
July 2004, it was noticed that a registered dealer engaged in manufacture of 
pig iron, purchased cement valued at Rs.3.3 1 crore at a concessional rate of 
four per cent against declaration in Form IV du ring the Y.ear 2000-01 and 
utilised it for own construction. The assessing officer while finali sing the 
assessment for the year 2000-01 in March 2004 did not levy the differential 
tax of eight per cent on cost of the cement utilised in works though the 
purchases against declaration had contravened the provisions. This resulted in 
underassessment of tax ofRs.30.49 lakh including surcharge. 

10 on-agglomerated iron ore i.e. Iron ore lump. 

Agglomerated : Sized iron ore in solid fo1·m. 
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The matter was reported to the Department and Govemrnent between 
September 2004 and January 2005. Government stated in April 2005 that the 
dealer had preferred an appeal. The assessment was set aside in appeal and 
returned for reassessment. The results of reassessment are awaited 
(October 2005). 

I 2.6 Short levy of CST due to allowance of inadmissible concession I 
Under the CST Act, inter state sale of goods to a registered dealer is taxable at 
the concessional rate of four per cent provided such sale is supported by 
declarations in Form-C obtained from the registered dealer. Otherwise, in case 
of goods other than declared goods, tax is leviable at the rate of 10 per cent or 
at the rate applicable to sale of such goods inside the state whichever is higher. 
Ferro alloys are taxable at the rate of 12 per cent up to 31 March 2001 and 
eight per cent thereafter under the OST Act. Government of Orissa in their 
Finance Department notification of March 2001 prescribed a concessional rate 
of two per cent with effect from 1 April 2001 on inter state sale of ferro alloys 
supported by declaration in Form-C. 

During audit ofDhenlcanal circle, Angul in July 2004 it was noticed that while 
finalising assessments during November 2003 and February 2004 of a 
registered dealer under the CST Act for the years 2000-01 and 2001-02 the 
assessing officer allowed concessional rate of tax of four per cent on sale 
turnover of Rs. 7.19 crore and Rs. 0.03 crore respectively, accepting invalid 
and defective declarations in Form-C. Thus, irregular acceptance of 
declarations for Rs. 7.22 crore resulted in underassessment of tax of Rs. 70.72 
lakh. 

After this was pointed out in July 2004, the assessing officer agreed to initiate 
reassessment proceedings. Further reply has not been received (October 2005). 

The matter was reported to Government in November 2004; reply had not 
been received (October 2005). 

j 2.7 Evasion of tax due to suppression of sale turnover 

Under the OST Act, every registered dealer shall keep a true account of the 
value of goods bought and sold by rum. If for any reason, the turnover of a 
dealer for any period has escaped the assessment under relevant section due to 
concealment of turnover, the assessment proceedings have to be reopened and 
the dealer is liable to pay by way of penalty, in addition to the tax assessed, a 
sum of one and a half times of the tax assessed. Rice is taxable at the rate of 
four per cent under the OST Act. 

Cross verification of the records of Food Corporation of India (FCI), 
Titilagarh division with the transactions made by three registered rice millers 
of Bolangir-I circle in September 2004 revealed that 2.15 lakh quintals of rice 
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valued at Rs. 19.09 crore were sold by three dealers to FCI between 2000-01 
and 2002-03 against which the dealers disclosed sale of only 1.27 lakh 
quintals of rice valued at Rs. 11 .32 crore in their returns. The assessing 
officers determined the sale turnover as per the returns furnished by the 
assessees and levied tax accordingly. This resulted in suppression of sale 
turnover of Rs. 7.77 crore having tax effect of Rs. 77.67 lakh including 
penalty. 

After this was pointed out in audit in September 2004, the assessing officer 
reopened the case. Further reply has not been received (October 2005). 

The matter was reported to Government in February 2005; reply had not been 
received (October 2005). 

I 2.8 Irregular grant of incentives under Industrial Policy 

Under Industrial Policy Resolution (IPR) 1996, a unit undertaking processing 
of iron and steel is ineligible for any incentives. Further under the said policy, 
incremental sales of fi nished products of an existing medium scale industrial 
unit which had undergone expansion after 1 March 1996 shall be ·exempted 
from tax for a period of seven years from the date of commercial production. 
The highest sale recorded during the last five years prior to availing exemption 
shall be the basis for calculation of incremental sales. Iron and Steel and 
sponge iron are taxable at four per cent under the OST Act and in case of inter 
state sale of declared goods not supported with declaration the rate of tax is 
eight per cent. 

2.8.1 During the audit of Rourkela-I circle in September 2004 it was noticed 
that the assessing officer whi le finalising assessment in March 2004 of a 
registered small scale industrial unit processing iron and steel (from HR/CR 
sheets and coils to MS strips, slit coils and strips) incorrectly allowed 
exemption of sales tax ofRs.69.90 lakh both on purchase of iron and steel and 
sale of its finished product during the years 2001-02 and 2002-03. 

After this was pointed out in September 2004, the assessing officer stated that 
the exemption was based on the eligibility certificate issued by the District 
Industries Centre. The reply is not tenable as the assessing officer erred in 
allowing exemption to a unit ineligible for incentive under IPR-96 without 
bringing it to the notice of the Industries Department. 

The matter was reported to Government in January 2005; reply had not been 
received (October 2005). 

2.8.2 During the audit of Rourkela-I circle it was noticed in September 2004 
that the assessing officer finalised assessment in February 2004 for the year 
2001-02 of a registered unit manufacturing sponge iron. The dealer was 
allowed exemption of tax on saJ~ turnover of 18,241.03 MT against 5,964.505 
MT for the year 2001-02. The assessing officer determined the highest sale of 
21,236.850 MT as against 35,513.400 MT which was the highest sale 
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. . . . : . 
registered during the last five years prior to 2001-02. This r~sulted in excess 
exemption· for sale turnover of 12,276.55 MT valued at: Rs. 7.51 crore 
calculated at average sale price ·.of Rs.· 6,114 per MT which led to 
underassessment oftaxofRs.60.05 lakh. 

After this. was pointed out in September· 2004, ·the . assessing .officer stated. in 
September 2004 that the case would be reopened for fu:rtlier examination. 
Further reply has not been received (October 2005). 

. . 

The matter was reportedto Government in February 2005 ;. th~ir reply had .not 
been received (October 2005). 

Government vide notification of February 2000,. decided that no exemption· 
from payment of tax on purchase ofraw material, machinery and spare parts . 
thereof, packing inaterials and on sale of finished products by any industria] 
unit shall be allowed under the provisions of IPR 96. However the units which 
are in pipeline as ori 1 January 2000 sha:ll be entitled· to the incentives subject 
to fulfilm~nt of certain criteria which stipulate that the industrial unit was 
registered under ·the OST ·.Act a~d had applied for finance from regular 
financial institution. 

During the audit of Cuttack-I (East) circle in September 2004, it was noticed 
that the assessing officer while finalising between November 2002 and 
September 2003 the assessment of a registered dealer (SSI manufacturing unit)· 
dealing in detergent powder .and liquid· for the years 2000~01 to 2002-03 
allowed exemption from payment of tax under IPR 1996., But the dealer was 
not registered as on 1 January 2000 under OST Act and hadalso not applied 
for finance from regu1ar financial institution. Since the unit ,had not fulfilled 
the eligibility criteria; the exemption allowed was irregular arid resulted in non 
levy of tax ofRs.17. 84 lakh. 

. . 

After this was pointed out iii September 2004; the assessing offi~er initiated 
reassessment proceedings. Further reply has not been received(October2005). 

The matter was repohea to Government in March 2005; r,eply had not been 
received (October 2005). 

Under OST Act, sale of seeds certified by authorised agencies .under the Seed . 
Act, 1966 and matked poison was not exigible to tax up to J July 2000. As 
per the Seed Act, seeds being unfit for food, feed or oil puyposes are marked 
poison. Paddy is subj ectto purchase tax. of four per cent, · 
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During the audit of Rourkela-'I cirCle ,in September 2004, it was noticed that a 
registered works contnictor had received an amount of Rs.1.12 crore towards 
supply of machinery during the 'year 1999-2000: While completing the 
assessment in Match 2003, the assessing officer incorrectly:determined the 
divisible contract as composite contract and levied tax at eightper cent instead 
of 16 per cent applicable for supply of machinery. Misclassification of supply 
contract as composite works contract resulted in short levy o(tax of Rs. 10.30 
lakh including surcharge. 

After this was pointed out in September 2004, the assessing Officer stated in 
September 2004 that the case would be reexamined. Further.reply has not been 
received (October 2005), 

The matter was reported to Govemment in March;2005; their .reply had not 
been received (October 2005). 

. . . 

· Under. the CST Act, small scale industrial uriits are eligible to avail 
concessional tate of tax at the rate of one per cent instead of ~our per cerlt on 
·inter state sale of their finished products against deClaration 'in fotm'-C with 
effect from 1 April 2001. As per Industrial Policy 1989, registered dealers 
whO are certified by the Director oflndustries, Orissa as medium or large scale 
industrial units only, shall be allowed to defer payment ofsales tax on, the sale 
of finished pmducts, As per the aforesaid provisions, any unit availing the 
qenefit of deferment is not entitled to avail concessiortal rate: ' · 

During the. audit of Balasore ~ircle in July 2004, itwas noticed that a medium 
scale industrial unit availing defemient facilityhad effected interstate sale of 
high den'sity poly ethylene sacks amounting to Rs.9.46 crore during 2001-02 
and 2002.:03. The assessing officer while finalising the 1assessments in 
Decemb-er 2003 taxed· incorrectly the entir~ sale of Rs.9.46 crore at the 

. concessional rate of one per. cent instead of four per cent. This resulted in 
underassessmentoftax ofRs28.38lakh. . . . 

After this was pointed out in July 2004, the assessing officer agreed to reopen 
the case. Further reply has not been received (October 2005). i 

The matterwasreported to Govemment in February 2005; reply had·notbeen 
. received (October2005). · 
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·· ... exigible to tax. Furtherc1s held11 .by iheapex·Court, the va:Iue of gobds at the 
)inie .. of incorporatio~ ip. :the wor}(s, coQstitutes[Jhe measure. for- levy of ta~.: .·. 
Tl:ms. the '\ralue of mat~ri~I' utilis~d and profit relatable to. material ··taken 

. together cop~tittitesthe-taxable t~fuover in wofks' contract:Jt~has also been 
.. ·· heJd thatth~ amounfoftdyalty paicfis also inclut;li~Ie12 iri the ~axable turnover. 

'·... . . •. ., , ...... · ... ·· ........... ,, :· .. · .. •':·: .·. i'< · ..... ' . .... . .. ' ·:.•. 
';Works co11traet. is taxable 'at~ight per ·dent urtderjthe Act . .··. . · · .· · · 

:· ,.> ·:_·:,.-·. . .. r.::.; .... · 

·2~15.1 Dunngthe aud~tofKorapuJ-lcircfe, it\,(,as J.lotlcedihDecembef 2004 . 
,;•!hat in the asses~m~nt bf. a regi~ter~q dealerehg~ged in. vv6rks, corttract for tile 

.. · .•.. 'year 2002-03 the· assessi~g ?fficel" d~term1J1ed .. 't,aX,ableturru~y~r of :R_s; 1 ~:S.68 ·. 
:crore. Cross verificatiori/ofprqnt'and loss acc:ql.lrttof the dealerfortlie.·}'ear .. 
. .2002-0J teyealed fliatlh~• dealer disclosed C6llsuriiption' Of niW materials .. 

· · yalm~d at Rs.l80.96' c~9te iri. works: arid earn~tt a profit of.·Rs.47:66 crore: · 
,.Actual utilisation of materials in .works and the: ;proporti()fiate profifto the 

.. 'ui~u~rial util~s¢d' we,r~ n<Jf ·taken i~td: ~~Count i~ :·the assessril~ntd,~e to which 
. · ~there ·was, short . determination of taxable tumO.ver' of Rs51:.8& crate: .·This 

-!'·:.··'.I'.' ·,i'<:'·;··_' ... ·_' ~-.::·::·,'~"·· ·_ '·, :>:\ ",", ·,· .. ,- .. · .. ':),'•:,._'"", .·· ,~:·:<>! .·· ... • ·:_·_.-· .": 
result~d irt underassessment of tax ofRsA.56 crore,.includingrsutchargc;;. . · ·· 

. ' ·' : . ' . . . ,.·. 

·. After this ~as pbinted oht in audit iii Dec~mbb: 2004, the: assessing officer 
.'stated ·that.·'t'hevalueofmaterials·shown in proftt.a~d loss (P/L)·· account was 
.the cost o:(materials issuedfrom the 'store head to work hea~L' The reply. was 
.·not tenable' as the .P/L account reflected the val lie 6f materials utilised but not. 

• • • ''I • • • •' ' ,r • •,' • • 

.: .11 

12' 

. - ... ': '~:·; ,." ' ; .. 

. . i 

Mbi. Gaho~ li~~ke~ly & Co. Vs. S~t~'ofR~jsthan (88 STC pt:i04) · 
.. -· -< < ~ .... ·:·-. . . :·': '. . . . ' .' . - . ;, ~·l'; . . . . . t ... • • 

lVil/s Cooch, Bihar Co"·tractorsAssociation Vs.State ofW!f!~t Bengal, 103 STC~p/477 
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Audit Report (Revenue Receipts) for the year ended 31 March 2005 

issued and the proportionate. profit to the material utilised iri. works contract 
was not taki:m into account in the assessment. . · 

The matter was report~d to Government in February 2005; reply had not been 
received (October 2005). 

2.15.2 Cross 'check of the assessment order with the entry tax records of a 
dealer of Cuttack III circle in July 2004 revealed that the dealer purchased 
goods valued at Rs.7.32 crore including entry tax from ou,tsi~e the state and 
utilised the same in the execution of a contract during 2002-03. Besides, the 
dealer had also paid royalty of Rs.70.47 lakh: Thus, the dealer was liable to 
pay tax of Rs.70.58 lakh including surcharge on his taxable turnover of 
Rs.8.02 crore. However, the assessing authority assessed the d~aler for Rs.5.63 
crore and levied a tax of Rs.49.52 lakh including surcharge. iThis resulted in 
under assessment of Rs.2.39 c~ore having a tax effect of Rs.2l.06 lakh 
including surcharge. 

After this. was pointed out in July' 2004, the assessing officer stated m 
July 2004 that the case would be reexamined. 

The matter was reported to Government in February 2005; replyhad not been 
received (October2005). · 

According t~ Rule 18(1) of Oiissa Entry Tax (OET Rules) Rules, 1999 a 
. dealer iri motor vehicles becomes liable to pay tax under S~les Tax Act by 

virtue of sale of such motor vehicles a11d his tax liability und~r the Act, shall 
be reduced to the extent of the tax paid under these rules and entry tax 
paid/payable shall from part'· of s~le price of motor vehicle. M<;:>tor vehicles are 
taxable atthe rate of 12 per cent under the OST Act.. . 

During the audit of Rourkela.:n and Cuttack~II Circles between July 2004 and 
September 2004, it was noticed from the assessments oftw() r~gistered dealers 
of motor vehicles for the years 1999-2000 to 2002-03 that the dealers did· not 
include the .·entry tax paid i~t their taxable sale tUrnover, bi.It . disclosed ·the· 
amount of entry tax set off against the sales tax. The assessing officers alsg · 
while determining the taxable turnover up:der the OST Actdici not include the 
entry tax of Rs.9.59 crore paid on the purchase price oftht vehicles. This 
resulted .in underassessment of sales tax of Rs.66.33 lakh including surcharge 
after set off qf entry tax. · . · ·· · · 

After this was pointed out in audit· in September 2004, the a~sessing officers 
agreed to re-examine the cases. FUrther reply has not· been received 
(October 2005). · 

The matter was reported to Government in April ·2005; reply had not been 
received (October 2005). · · · 
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.tJnderOSTiAct,lftlleas.sessi~g officer is satisfi~5fthata.de~l~rhaskno~jngly .. 
• or witl}out s~fficierit caus~{fuinishe4:incorrect rethms: or; hifdimationaffe2ting· ' . 
· · or iritend:ed ;t:o effectthe q)Jruitum·oft<nc payableiby :hiin or his Il~bility to;pay"· ·•· · 

•.. · ta~c forthe peqdd Jqr. wJlich ~uch ass~ssment is !made, he rilaydire~Uhat;the . 
. deal~r :shali;di} a&litrori'~tc) )he tax asse~sed, • payl iriterest::afthe rat~ of JO per . 

. ..•.... ,cen.t per anTIU11l:onJ}).e:J~x pa)'a_blejrt·respeqt,.of fue •.. taxable .turnover ·not ' 
•. <:i11cOrporated,in.the returli.for aperiqd~of90da~s orferth~ perioct•begin~ing-•. 
. . ···[rom • the (i~te ori whi.cl1.' the ·return was · due .'aiid ending on the Qat~ of · 

·.assessment whichever is Jess. 

· ... • During !lie kud]t.~fBhubaneswar-l]~ircle,• it w~. noJited ~.Jillie 2004 that a 
·· .. ··•·· dealer enga•ged in .pro \Tiding . cell11lar.•. 11lobile · telephone. fc:tcilities in Oiissa 
. disclosed hls safetlirn()veF less than the· figlirejnhis books of accounts. The 

.· ...•. as~~ssing o(ficerwhile· :fiiialisiiig. the assessmenti iri October 2003,. d~terinined 
the· taxable J~mover atRs:45.9.4··crore for the year 2002~03 ·and. demanded' a 

,· tax o:(:Rs:6~06 ero~e~ ~fte'r v~rifyirlg th~. books .~f accounts of the deaiet. 
·. Though- t}le assessirig Qffic.er recorded in th~:ras~~~snl.ent order that the gross . 
.. ,f~tnover disslosed by th¢".dealer did not reflect tlJ.e tme picture. of the bu1;iness; 

yet.Iioirtterest:was·Jeyiyd- against the ·dealer; This 'rest1lted 'in non ·levy of·.·· 
_ inter~st ofR!~!l4.95 lakh>i ' ·· · · ' · · · 

After this ·~as pointed P~t in June 2004~ the as~essing ~·ffic,er.. stated inJuJ.w . '· 
·. :2,004 that'·t~e d~ah~r-was;,-not suppo'sed· to .pay!i11terest.: Th~ reply was nqt.• 
·· tehable'sincetthe dealer: had furnisli.edincorrecfretums as.observ-ed.in:.ihe _ . · 

: · , · ... _.'1'."'. ·. '• · ., .. :·•:·c ·· .· · ... . · ' ·· ...• >· . ··.: ... ;· assessment order. ' . . . . . . . 
·- . -.. ) ' 

. \ l'he matter wits r~ponecito Govefn:merlf i~ Feb11fary 2o05 ;,reply had notbeen, . 
· · <Ieceived (09to~er2005J._ ,. · · · · ··.·· · · , ·. · 

.. Under.the.OSTA.ct,'noclaim;for rerurid of any tax,. penalty or iriterestj)aiq i 

.· ·under this .:Act sha1t ·b~. allowed in case where there is an order: ·for 
-reassessme.nt until tlie.'feassessmenfis finalised:: As .• per standing orct"~r§· of'• 

· ·• CCT of1Q~2 and,Sep~einber 1994, reassess!Tiei1tproceedings.are tp be 
... ·completed withinthiee riJ.oriths :from the date of receipt of appeal. order. 

., - - • . • ' --- . ' ·1 - • • ·, -. : • ·• ·.- ~ •• -.- -. -

.-.' -: .• ·' I 

. · '.D~ring,the :-~mdit bfSafubalpur;.HJcircle,· Jhelis11guda it<was noticed hi· .. · 
··. Augiist 2004 that ·a ;registered· deaier filed second <appeiil (1QQ4.,95) before.the. 
•· .. ·sales ·T11x1lribunal. and~gbt stay order in 15. March1995 .from. Hon'bl~ fl[igh 

. ·. Coprf.on the .. conditionJo ~deposit Re.l .crore. ~hich would carry 18 per pent 
· jnterest'ih· gase o(r~:fuhd. In the secqiid appeal, the case was·. set as~d~)n 

. .M~rch 19_96.~ \vitli the; ~irectl.on for i~assessnient. The reass~~smentiwas · 
. ·•· completedaKferJapse off()urye~s)n March 2000 resultingin r<;:fulid. oftfix: of 
.·Rs.1.42.cr9r¢.hiadciition:theDepaftn,1enfpaid·Re.l·· crore towards intere~t:on· 
R.eA .. crore 4epbSited as per,stay order .. Non . a(ijietence to. the instruc!ion of 

~ ,. ' 

1,.·· -, : ·,: ~... ' ' . ·-.. . ' 



Audit Report (Revenue Receipts) for tlte year ended 31 Marclt 2005 

CCT to complete reassessment in three months led to payment of avoidable 
interest ofRs.77.52 lak.h for the period between July 1996 and October 2000. 

After this was pointed out in audit in August 2004, the assessing officer did 
not furnish any specific reply in this context. 

The matter was reported to Government in February 2005; reply had not been 
received (October 2005). 
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: :; ..... 

:.Under the bET Act, sch:eduled. gooHs brought !into local m~ea for· use as raw 
·.;·materialsirlmariufactur~;areexi~bl~·to.entryt~)(·aftheraie.of,50perc~~ntof 

: the rate applicable to sli().\1 goods with effect{roin 6 November .2000. Entry tax 
. at the rateioftwope~· c;~nt is -leviable on electiical.goods incl~ding 1110tors, 
:.materials.· for' transmission tower'· and condtictors/cable .for irtanufa6tute. 
··Alriminiulli \;vire soid·:as raw mat~rial for Iil~nuf~cture ofconductois. ~nd 

' . cables is e)j::igible to tax: at the rate b:(oneper cent~ 
' . . .. -' '.' - '. - l· 

< ,_ I -... ~ ' i 

· ·· ·. · · ••. Scrutiny ofassessment fecords of~alasore circ}e irt J uly2004 revealed that. a; 
. dealer solq: 'allnnini~n \vires amountii1g • to 'Rs

1
.35. 70 crore ~uring tl1e .years . 

· ·· ... 2001.,02: to.' 2002'-03 asiil~ ·material :for 1nanrifa~~ure of co~dl1ftdrs and .cables.· 
· .·"['lJ.easse~sjnwofficer \\f:[ljle · fina~i~ing :th~ asse~~inent of th~ fegisteryd dealer . · 
.. engageg1n :manufacture ·ofalummt~m \VIres 'le~wd entryt~x at the rate o£0.5 ·. 
per c(mt iristead of one per cent: This resulted in short levy of entry tax of 

· · Rs: 17.851~. . ·· . ··· ·. · . · · . · ··.· · · 

.. · · .After this~as pointed:o,ut in audit in .Ttily2oo4, the assessing bf"ficer raise~ in 
· .. February.200S an add!tibnal deinarid·ofRs.l7:S5 lakh .. Positi-on·of re~overy 

. . ' . . .. · . . . 1·.· ' .... 

. was awaited (October 2Q05). . . ... ~ . . · · . · · .. · .·· · ... · 

The mattet wa~ .report~d to Goverqment in) :January 2005. Govequhent · 
•·.·· ·. :-confirmedinApril2005the fact.ofraising extra\demand ofR,s.l7.85 lakh:: 

. . ,·,... _; ·'·' .. ·'. ·"j (,. ., . - " 

Urider.OE'T.Act, everi.registeted dealer is liabi¢:to file retur.fito theasse~sing 
authority vrithin specifieci period alcmg with sati~factory. pn)ofof payinerit of 

·. full amount~qftax P~Yll:W:e by hiino!l the basis ~fsuchtetilln: ·,Biri' a"tobacco 
product'' is, exigible toen~ry tax at the fate ofonfpef cent~ 
. . . ' ~: ., .' > : , I ~ .: . . , .• ~-· i' ' . . ; :,._, .. ·.. '· ' 

· Scrutiny of assessment records in Cuttack.:,I (East)·. circle and Sa1Ilbalfmr-I 
. circle reve~ledbetweep:<Dctober200/l- and Febfuary2005. thatwhilefinalising 
· ..•. assessm¢n~s inSepterrih~J; 2003 for.the years20QO~Ol to· 2002S03 in resp~ct of .. ·. 

three dealers engaged,iP. manufadureand vading of 'Biri':, the asse~si.ng 
..•. \ officerlevied entryta~ofRs.2.871ak;h:ontheir.~~letumover"ofRs20.94:'¢rore .. 

. against the leyiable. apti:),u!lt of Rs:20:94 lakh. 'This: resulted· in short levy of 
entrytaxofRs; 18:07Jakh: · · · · 

, .. _. . . •' .. ,_. 

After· this was' pointed out in· October 2004. and ·February· 2005, the assessing 
~>Officers :agr~ed to- n:op~n!reexamin~ the cases; Further reply has not been 

•: received(()qtober 2005f .. · .. ·. ·. .. ' · · .·· ·. . ·· 
. ' ... ,·· . .! . 

. · ·Th~ tb.atteiwas . rep9rted ·.to·. Government in M~rch .2005; .·;teply'had ·not qetm· 
,received'(Octoher 2005);; " ·. · ' · · ·· . · 

.. 
·. (· 

1·, l'··· 
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Test check ofrecords relating to assessment, collection artdrefunds ofinotor 
vehicles tmc in the office of the State Transport Authority (STA), Orissa and 

. the 'Regional Transport Offices (RTOs), ·conducted during 2004~05 revealed 
underaSsessment of tax and loss/blockiP.g :.of revenue amotintiiig to Rs.40.70 
crore in 2,18;915 cases which may broadly be categorised as under: 

2. . .1,96,812. 2.68 

3. 785 2.61 

. 4. 2.04 

During the year 2.004-05, the Department accepted underassessment etc oftax 
and penalty of Rs.6.46 crore in 4,331 .cases inClusive ofRs.: 1.55 crore in 799 
cases pointed out in 2004-05. The Department recovered Rs).86 crote. in 
2,430 cases including ryalisation oLRs.70 lakh in 449 ca.ses pointed. out in 
audit diiring.the year26d4-05. . 

. . 
' ' . ' 

.·A few illustrativ~ cas~s-pighlighting ·important at1dif observations involving 
Rs.36.99 cr9re are discussed in the follmvi.llg paragraphs. 

33 



Audit Report (Revenue Recei'pts) for the year ended 31 March 2005 

Under the Orissa Motor Vehicles Taxation Act (OMVT Act),: 1975 tax due ori 
motor vehicles should be paid in advance within the prescriqed period at the 
rates prescribed in the Act unless exemption from payment of such tax is 
allowed for the period covered by off road declarations .. Penalty is to be 
charged at double the tax due, if tax· is not paid· within two months of the .. 
expiry of the grace period, i.e. 15 days. · . · 

. 13 .· : 
Test check of records of 23 regiOns between June 2004 mid March 2005 
revealed that the motor vehicld tax/additional tax of Rs.l0.21 crore in 15,746 
cases was either not realised or realised short for the period between 
January2002 and March 2004. This resulted in non realisation ofGovemment 
revenue of Rs.30:83 crore includirigpenalty of Rs,20.56 crore as detailed 
below: 

1.46 1.46 2.93 

1akh in 30 cases and raised demand of Rs.3 .25 1akh in 20 

1.27 1.27 2.55 

1akh in 31 cases ·and raised of Rs.0.43 1akh in five 

0.31 0.07 0.38 0.76 

After this was pointed out in audit between June 2004 and March 2005, all the· 
taxing officers agreed to realise the dues. · 

The matter was brought to the notice of the Transport Com):nissioner (TC)/ 
Government inApril2005. The TC stated in June 2005 thatR~.60.47 lakhhad 
been recovered in 298 cases and demand of Rs.66.38 lakh raised in 293 cases. 
Final reply in other cases had not been received (October 2005). 

q . Angui, !Balasore,. !Bargarh, Bhadrak, !Bhubaneswar, Bolangir, ChandikhoJ,'· Cuttack, ][)henkanal, 

Gan~jam, Jagatsinghpur, Jharsuguda, Kalahandi, Keonjhar, Koraput, Mayurbhanj, Nayagarh, 

IPhu~bani, IPuri, IRayagada, IRourkela, Sambalpur and Sundargarh. 
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. ' ·' ·~· ' 

As per MoiorVehiclt;:,.Act (lYIVAct{1988 . W,ithGovyrnment ot'Orissa, 
' ·. ;,Commerce'!·. 'and ·. ·' Trall.sport .. (Tratfsport}·· •. Departrri<:mf:· notification ··.•·· of.· 

·· January 2003, .rate of various fees vvasrevisea.:with effecffrom 28 JanuarY' 2003. . . .. . . .. . . . .. 
. . 

Test 'check ::of records, in ST A, . Orissa;·. Ctittac~ and· 26 regio~s14 ·· including._ 
. checkgateg.betweenJurie 2004 and j)e.deriiber2004 revealeaJhatin 1,65,833 .; .' 
:cases • fees' fo,rtlie __ period_:betWeen 28 January _2b03 and) ( March 2004 was_ • 

.· ,realised at•'the·pre revis~d rate .. Ndri realisation of f.ees at' the revisec[•taie: 
resuitedin short ieafisati~n ofRs.2;0l crore: .;., .. 'i .. 

:; .:: ·~- - . :: .:j •., 

:After this \Vas pointed c>vhn audit bet\Veen.June2004 and' March 2005, STA; .· 
.Qnssa ~<;I ~ll_RT:Osexcept CuttaGk; Koraput atid:Mayur;bhanj .. 'statedbetwe~i1 . 
'Juri~ 2004 ~l1d Matchj005 thaf the_ soHt;:ction 6ffees was postponed as .. pyr · 

.·_Goveffiinenf· of Orissa,~.~ommerce )md Transport ·(TransportY Department 
~rder .of March2003. Th¢ reply was nottenabl~ sirice executive orders GOUld. 

'not oyerrul~ the stattitory provi~iohs. The RTO, Cuttack, Mayurbh~n:ij arid ·· 
::Koraj:>utagi~edto r~al1sefees: · : :~. · · · · · 

. _·J'he• rilatter'was br~hghfto_the"noti9~-.of'the··TC/Govenrin~llt in ·Apri1•2oos; 
· reply hadnotbeen received (October2005). · . . . · .. 

. . .. · .. In. exercise . of po~ers· c6riferred by· Section 206· ofMV;Act; Governme~t of-
Orissa, ·commerce. and;Trarisport (Transport} :qepartment in its notification 

. dated .29 ~eptember i9£l5 · emp~\Vered specific· officers.:o(Oriss~ Motor 
yeh.icles Dep~rtmep.t)O .e~ercisec{l~ckahd re~li~e coinpoun,4ingfees _from ali .. 
·riiotor vehicles conririitting offences;"uncler varioijssectioris ()fthe }\ct ibiq: TC 

··•.'issm~d directives/instnictibns froiTiiime to .time•'ror' expeditious.'disposal··of 
:'pep<fing ve~ieie9heck'nmorts (VCRs). : , . · · ' · 

~.;c' -.,, I> , ", '~ 

...• ·'fest ch~ck ofrycmds.qfSTA, Orissa a11d T6·reiiorts1 S. betWee!l J1ily2004 apd ·_.· 
, . Iylarch 2005'revealed that 9,502 VCRs rdmliri~~ undispose'd'out ()f'44,i304: 

VCRs issued in 'the yeat2003-04;_ln. audit 3,46JrVCRs·were t¢st ¢hecked and·· 
"> • ' ••• '. c. . • . . :-; .. ' . '1 ' .. . . . ' " . . .. . . ': . :· ' . . . . . ·. . :·- ,. " . ".": ~ ' ' .. - -1·' ' .:. ~ . . . ·_ . . <· • ,; ' . ; . ; '. . 

it, was found· tl:laf. nO action was taken to dispo,se, ·of tht?seirepqrts involving 
:~s~2 crdre reSultingill11()ri· realls.ation o:fGOvernfueht'reyenue·totha:t .extent: • .·· 

. 15 . 

., 

: 
.. ·. 

· Angul, 'B~Ias~r.~.:Bara~~r,li, ;Bhallrak, Bhubaneswar, Bo!.angi~, ~h~~~~i~~j, Cuttack, Dhe~kaual, 
Gajapati, :6ailj~m, ·.J~gatsiiighp~~. Jh~rs~guita, Kalali~~di, K~!Jnjhar, K~raput, May~i'bh~nj, 

\ .::. . . . · .. '" . -.,. . . . . . . ' -· . '.· .. ··' 

Nayag~rti; Na~arang~~u,r. ·Nuapada, IPhulbani, 'Puii; lRayagada, lRotirkeia, . SanillaJpur.' and .. 
·. ·s~ndJ~gaor~. -~-· > _: <~· ~ _; : ... ,". . -- .. ·' . . ·· :,'. · ·. 

• . . · .. ; .i :· ,. ;. • . :. • ' \ : . ' • . . . . • ' • • -~ . • • . ' . .' ~. • ~ . • • • - • :. J• .. • • ; • • • • '· • • • - • 

· · Bhadral(, Bolangir, Chandi~hol; Cuttack; Gajapati,·Ga~j~m, Jagatsinghpur; ~~ars11glidl1; Keiliijhar, 

. Ko,raput, Nayag;rh, Naw~rang~lir, P~ri;'Rourkela, saili6~i~ilr ~nd s~~dargirli~·· :. . .. . 

•"" .-,,.,;, 



Audit Report (Revenue Receipts) for the year ended 31 Marciz 2005 

After. this was pointed out in auditbetween July 2004 artd. r0:rarch 2005, the 
Department recovered Rs.4 lakh in 69 cases. 

The matter wa~ brought to the notice of the TCfGoverhment in April2005; 
reply had not been received (October 2005). 

' . . . 

Under s~ction 4A of OMVT Act, the owner of every motor ~ehicle (being a . 
motor car) covered under schedule I appended to the Act, w~s liable to pay 
one time tax at the rate equal to 10 times the annual rate of tax. The said 
provision was ame~ded with. effect from February 2003. As per amended 
provision, the owner of every motor vehicle (being a motor car) covered u~der 
the schedule I appended to the Act is liable to pay one time tax on advalmem 
basis atfive pet cent of the cost of the vehicle at the time of initial registration. _· 

Test checkof the registration record$ of four regions16betwe~h J~ly 2004 and 
February 2005 reveaied that the taxing officers realised one. time tax of 
Rs.2.4.75lakh only as against Rs.76.64lakh realisable at revised rate in respect 
of 323 vehicles registered between February 2003 an~ .March 2004 .. This 
resulted in short realisaticm ofRs.51.89 lakh. 

After this was pointed out in audit hetween July 2004 and February 2005, all 
the taxing officers agreed betweenJuly 2004 and February2005 for realisation 
ofdues, • · . ·.. · · . 

The matter was brought to· the notice of the TC/Governmentin-·April2005; 
reply had, not been received (October 2005).. · 

Under the provisions of the OMVT Act, wheri a goods vehicle enters the State 
under the· terms of any agreement between the (Jovernment of. Orissa and 
Government of any. other State, it is liable to. pay additional ia~ for each. entry 
into the State at the ·prescribed rates. Government of Orissa decided in 
Febmary2001 that goods vehicles belonging to AndhraPride,sh authorised to 
ply in Orissa. under the reciprocal agreement were required tq pay composite-· 
tax of Rs. 3,000 per vehicle per annum. The tax was payabl'e in advance in 
lumpsum on.or-before_15-April· every year by crossed bank drafts to the STA, 
Orissa. In case of delay in payment, penalty ofRs.l 00 for each! calendar month 
or part thereof was also leviable.in addition to composite tax. · · 

Test check of recmdsof STA; Orissa in July-2004 revealed t~at out of 1,623 
goods vehicles registered in the State of Andhfa Pradesh authorised to ply in 

. - .·· - - ·· ... '.. . :· -.. . 

16 IBhadrak, Bhubaneswar, Chandikhol.and SambalpUJ·. 
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.• Orissa ~nder·reciproqal.agreementd,ming 20\)3704~. c6mposite tax f01.i 898 
/. goods vehicles amouhtihg to Rs: 26:94 Jakh -was tmtrealise<).: Besides, .penalty 
.ofRs.l0~78Iakh(calculatedupto March2004)jVV8:s also'levlable. • ' .··, '' 

- ··'··.-•• 1 • •••• c 

.·After thi~ :was p()inte~F.4~t in auditin July 2004;, the STA., .Orissa recoye.recl 
Rs.5.25 lakh in 125 ca~e~. · · ·· i · · 

·. ::The 111attet. was r~f~rred: to. the . J)~p(lliinent/Gpv,emrnent i~ Qecember 2,094; 
replyhadnQtbeenrec~i~ed(October.2005).. ' . . . .... < . 

,/_·'·" ,.· 

, l]nder theiOM\lTAct;·motor vehicl~s tax and additiorialtax i11.respecLof a .. 
·. :.stagecarfi~g~··.is 'l~viao'I~ on the .o~sis·'o'f the '11uhlber ofp~s'se!lg~rs.{includirig 

.~tandees)~whigh··the'vefi,i~le.is pe¥itt~dcto~ cafrY ~d.the·· .• tot~L~dist~e.e.to~ he · 
.- .• _.··coveredinadayasper;thepermits.Ifs'uchav~~ideisdetectedplyingwithout. 
' · ...•. ·.··a.pennit, the.tax/additiol1aitax paxable,istobe:qetetrnined ()nthe basis of the .. 

'maximum tiumber of pa.~serigers {it?-91uding sta~d~es) whidfthe 'vehicle would 
.. :.have carri€:d;reckonil1gJhetotaf di§tance .covep¢d'each. day as·.·exteedi!lkJ20 

·· . ·~ •. -kilometer~:,i~e~ at the: highest rate of'tax ·as pet taxation~ se<hedule. Jn c~se ··.of 
· default, i>eriarty.of'doublethetax'du~ isleviab~t::: ·· · - · ·· · · ·. · · · ·. 

I:, • • 

··,·;:' __ -_.:_· -." __ ,_~ .· .. ~ __ ::- .. ~-·.-··. __ -... ,~_,_' .. ··: · .. -· ..... __ .. ·.: .. ,·: .. _:._.!.·.,.· _·~· .. · .··.·:.,- .- ~- ·:_·'.·~ 

,>_test: check· ()f·records''9f 19 regions1;? betw.eerr9une 2004'and:Marc~2005 
· re~ealed tliat}02 stage· carriages were detected :plying withbut.permit betw~en_ 

.April 200~ and March: 2004. Motor _.vehicles ttax!/additional ·tax from these 
vehiCles \vas either· n6( collected or: collected. at lesser r~tes resuHing in · 

.• ·' ·• ... -:. • ·,,, __ ,, '. . . ·. • . ' ' ' ' .. : . • • ' . ' •. . I ' , . .. ... .. .. ... ,, ' ' ·• "· ~ .. '. 'Y• .•. "·· .• 

·non/shorLtealisation of: tax m.no.miting to Rs:I;L36 Jakh. Besides; penalty of 
\Rs:22.71l~kliwas aiSc>i6viable. . ... ·, ·· ·· ' •·· . -· . 

. . ;·: •... :: ... ! : ~ ,.,, .' .: ! ! : j • • -~. ••• ' 

. , Afterthis:\Vas pointed:~utinaudit.betweenJrt~e 2004 andMa~ch 2()05,.the 
.· · D~partrinent ]t'ecovered-t~x and pen..alty: of Rs;0)1 Iakh in o~r case· .~nd ,raised 
demaiuio£R.s.0,~3Jaldbn brtedas~. ' ' .. 

;-···: . i . - . 

. · The mattei7 \vas. brought, to the notice. of the TC/Goveinnf~nt in Aprii 2005; 
r~ply had not beentecelved{October2005). · - . 

. '•· . ' 

: :,··. ·.: 1:<·:' 

; Under;the:OMVTAct and the Rul~s made thereunder; ]Jehalty ranging,from ·· 
··.· • ... 45 to 200 p~r centofth~ tax· shalLbe leviable if a vehicle o).vner. has nofpaid 

tax and additional tax within the specified perio(l: ' . 
'. ;. , • .,• .- ' '-. " •• • I 

Chandikiuii,. l(;~ttack; llliheri_k~~al;. Gajiipati; · 'Ganjam, 

Kanahauidi, . Keonjhar; Koraput, Mlayu;bhanj> Nay~~arl!, l'lawar~ngp~r.~ Phulbani, · ~ayigada, 
• ,, ·- j,. .• 
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Audit_Report(Revemie Rec,eipts)for theyear ended 31March 2005 

Test check of.records of 22 regi~n~18 between June 2004, and March2005 
revealed . that in 264 cases, no pena1ty 'Yas levied by the ~a~ing authorities 
though taxes· were paid belatedly. 'Further in 165 cases, pe#alty was short 
levied. Demand notices for realisation of penalty in these c;:ases were not 
issued by RTOs; This resulted in non/short levy of penalty of Rs.33.42 lakh 
for the period between April1999 and March 2004. · . · 

After this was pointed out in auditbetweeri Jtine 2004 and March 2005, the· 
Department recoveredpenalty ofRs.l.03la~ in:l3 casesand'raised demand 
ofRs.3.76lakh irt 40 cases. . . 

. The matter was brought . to the· notice. of the TC/Government in April 2005; 
reply had not been received (October 2005). · 

· Where,. in pursuance of any agreement between.the Governmer).t of Orissa and 
Govell1Ilient of any otherS tate, a stage carriage plies on a route partly within 
the State of Orissa and .partly within other State, such stage cari:iage is liable to 
pay tax/additional tax calculated on the total distance covered by it, on the· 
approved route in the State of Orissa, at the ratesand in the manner specified 
under the OMVT Act and Rules made thereunder. In case tax: is paid beyond 
two months after the grace period, penalty is to be charged at' doublethe tax 
due. 

Test check of records of STA, Orissa, Cuttack and six ·regions19
· between 

June 2004 and February 2005 revealed that mot9r vehicles tax/additional tax 
in respect of39 stage carriages authorised to ply on inter state routes under 
reciprocal agreement were not realised in full. It was further. revealed that 25 
stage carriages out of39 did not pay tax for the last 12 months between 
April20q~. and March 2004. Thus. there was non/short realisation of.motor 
vehicles tax(additional tax of Rs.7.94 lakh. Penalty of Rs.l5.881akh was also 
leviable for nonpayment of dues: 

After thi~ was pointed out in audit betWeen June 2004 and February 2005,. the 
Department recovered tax and penalty of Rs.1.5 0 .lakh in three ~ases and raised 

demand ofRs.9.02lakh in 14 cases. . ., 

The matter was brought to the notice of the ~C/Govemmeht: in April 2005; 
reply had not been received (October 2005). 

18 Angnl, IBalasore, IBargarlu, IBhadrak, Bllmbarne~war, IBolangir; Charndikhoi, iCnttack, · IIJ>hernkanal, 
. ' . . . . 

.Ganjam, .Jragatsingpur, .Jrharsuguda, Keonjhar, Koraput, Mayurbhanj,' .Nayagarh, Nawaningpur, 
. . ' . . . . . . ~ 

J!'lmllbani, J!'uri, Ro111rkcla; Sambalpur and Sundlargarh. '··· 

19 IBalasore, Ganjam, Keollljhar, Koraput; Rourkela and! Sambalpnr. 
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:, . . . . . 

. < ~: .Ch{lpier-:-IIL'faxes, on fl{otor. fehf.cl~s _ -

. ._- ; .l)"rider the . ()MvT Act '!IS ~run ended, lllOtbr vehid~s .thi/additiol1a1 tax shall:_b~ .. 
_-.l_evlc;:d on every motor vehicle used od~epffod1se in tlie.-State o[Ori~sath1less. 

pfior intimation ofrion use: of the vehicle_ is given to th~ Taxing Officer ori m· 
. -·;b_~fore tlJ.e <t~te ()f_expicy.()f the. perio~ forwhid{taX~has been paid, specifying 

.· iP,teralia,thepenod'6fnon use and. the placewln~retne motor.veliicle is to be 
kept during su~h period; I( at any tii;}e; 9uring th:e period co\l'efed by such: off·· -

fO(lcl deglamti()ri; the \fehicle is found to be plying on theroa(Lof~hot fourld. at . 
the declared; :pla_ce;:it sh~ll pe (ieemeci to )'mve been used thr()ughout. the said.·. 

· _ ·:.pepod.Jn sudi case,' !he.,ov\iner ofthe vehicle is,li~l)l,e to pay t(lX and penalty at·· 
·- _- ,>4(Jublethe t~x-du~·for the;entire perio"df6r-whichit'Wa~decHtred'offroaa.· ;;;-_.·_· . 

--'fest chepk otr~corg~ of ~igl1~ region~~0: b¢tween d ~e ~004 an~(F ebruary2005 
_. rt:;vealed that o1.lt:of t:2,,;.moto.r vehicles ... under · 9ff road ,deClarations·· for :the;· .- · 
·- ·.-._periQdsbe~·e~pSepteill.b,.~r'~2002--~4-¥wcli _zoq4, ·rour.we~~_-det~cted plYillg-

'anci eigl}t were: notfound at the de91are,d places by the ertforcemen~ !)taff 
-_ dufingthe p~riqd cover~d.hy such of(road declirations. Noactionwas'tak~n·· 
·· ·. as:p~r ·the_· fi~dings _()f the: reports by .the taxing .officers to·· r~~lis.~ the. t~x ·~~~~ 
leyy . pemilty . for .v1oJatio.P.. •oL.off. road - de~laration. This resulted(. in . 

.. -_ .. rio11r~alisation of tax and~. additional ta:X of :Rs: i 2t42. lakh. inGih~ing penaltY of 
'•f{s:8.28Jakll; ·· · ' ' ·· ·-- · .... ' - ·_._--- >·· · . · ·.· . · 

Aft_er.:thjs w.~s_p6irited.-oufin audit' between J~ne20b4and.March2005~-- :!he 
Depaiimentt~iseddemindofRs.6:.o].l~khinfoui-.cas·es. · · ··' ·. · · '·-··· : ; .. ~., : ' '' : .~ ' > . : ._· • . ' ' . ·.. ' I ' ; . ' .. ' : ·_ ... ·. • .. ·-·. <. -.• 

.•. Jhematter was·broughttb the n!)tice.ofthe TG/Goyerimient in:April20Q5; 
-.-feply-had not l;>~en rece1"e~(October.2.005)~ . - --

J_Jnder the OMVTAct, a~ 'ani ended,: when a vehiCle' in respeCt of which motor 
.-·. vehicles tax? additional tax for any. period has: p~en paid as per: 'registratiql1 is 

proposed to be ul?edin a.rilanner as to .cause it to become a vehicle in respeCt~-_ 
. ·- •. -. ofwhich-hi~her #te.oqri6tor'vehic:Jest;lXhidditiol!al taX.'is 'pay~bie,the owner _. 
· <.bfthe vehicleis,IlaoleJq;paythe differ~lltial tax.:;lli>case··of ci~fa~lf}npa§nlent-• 
· ;.du due date~ peJ;uf.lty'ofdpuble the true due is also leviable forthe penod qf 
-··_ d_elaybeyondtwo:~oriths,;:. · - - -. ·-· i · · ·•· - " ·· • :• 

.- •>rest,che~k-~frecorJs;ofi4.•re~oris~~;,be,twe~n}l!iy.2004.-_aricl'Februaryl2U~5. 
. .· r~vealed that72 ·stage! cahlages v,v~re>perm!tted i<? ply. tempo~afily as. cqntr~'ct 

-_-·carriage on !which -highef :rate of tax ·was •_ appli~~ble. Though 9ifferentiaLt~x _ 
was not pai~r_in advance; RTOs did not take any action to. rais~~4~J11ai1dJoir the -_ · .. 

··n.· 

'.·. .· ·.;:.-
.. ' '; ,, .~ 

"' . ·. c " ·. ' ' ' - - -; • ' ; :,:: ::~-~ :. 
Balasore; ~argarh, Bhadu:ak, Dherilkanal, Ganjam, Mlayur~lumj; Sambalpuir l).i11d Sundergarh .. 

j.. I ,: ~ .' '' <·: • 

·::·: .... :' . ~-· . ;. . . ·: .. <- ·. -.·:- :.,'.l .. '" ,_ > . " - ~~-- ·:: ~-: 
·. Bargli.~r.~, Bh:ullrak, ~~~~b11.neswar; Chanii,okh~i, Cuttack, jl)henl<lmal, Ga111jam,. Keonjhar, .Koraput, 

. ·. ~ . 

Phuib~ni, Puri, IRayag~da, Rourkela a'uild Sundergarh; · 
.. ' ·' . . .·.• . . ' ·, ,· 

·-:·•· 



Audit Report (Revenue Receipts) for the year ended 31 March 2005 

same. This resulted in non realisation of motor vehicles tax/additional tax of 
Rs.2.54 lakh. Besides, penalty ofRs.5.08 lakh was also leviable. 

After this was pointed out in audit between July 2004 and February 2005, the 
RTOs recovered Rs.0.42 lakh in two cases. Final replies in other cases were 
awaited (October 2005). 

The matter was brought to the notice of the TC/Govemment in April 2005; 
reply had not been received (October 2005). 

3.12 Short realisation of composite tax under National Permit 
Scheme 

As per Government of Orissa notification ofFebruary 1999, composite tax for 
goods carriages belonging to other States/Union Territories plying in Orissa 
under the National Permit Scheme will be payable at the rate of Rs. 5,000 per 
annum per vehicle in advance in one instalment. In case of delay in payment, 
penalty of Rs.l 00 for each calendar month or part thereof is also leviable. 

Test check of records in the office of the STA, Orissa between June and 
July 2004 revealed that composite tax in respect of 185 goods carriages 
belonging to operators of other States authorised to ply in Orissa during 
2003-04 under National Permit Scheme was realised short by Rs . 4.36 lakh as 
the vehicle operators did not pay composite tax in one instalment. Besides, 
penalty of Rs.2.20 lakh was leviable due to defau lt in full payment of 
composite tax . This resulted in short realisation of composite tax of Rs.6.56 
lakh. 

After this was pointed out in audit between June and July 2004, the TC stated 
in August 2004 that action would be taken for realisation of dues. 

The matter was brought to the notice of Government in December 2004; reply 
had not been received (October 2005). 

3.13 Non realisation of differential tax from private vehicles plying 
on hire or reward 

Under Section 2(22) of MY Act, "maxi cab"22 plying for hire or reward is to 
be taxed depending upon the potential nature of use of the vehicle as per 
circular of 1996 of STA, Orissa. If the vehicle is used privately, an 
undertaking to that effect in the form of an affidavit before the Registering 
Authority in the manner prescribed is to be submitted by the owner stating that 
if at any time, the vehicle is found to be used in contravention of the 
undertaking, he shall be liable to pay tax under relevant section of OMVT Act. 
Besides penalty extending upto double the tax is leviable. 

22 " maxi cab" means any motor vehicle constructed or adapted to carry more than six passengers but 

not more than twelve passengers excluding the driver, for hire and reward. 
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. J~st. ~hecJ< jofr~gi~tration rec~rds, t()~ether .;with .the ybRs "jl} • two remq~s23 • •. 
. betWeen N9v¢mber·and 'Dec;(mibt;;:r·,2'0p4 reve~l~d that 14 vehiclys haying .. 
. · ~eating capacity of more :.than six passengers buf,l1ofmore than 12 pasS~J).gers . 
. ..• #:gis~ered op tl}e. strength :ofaffidavi(that they ~ould, })e useq privately, .wer~ 
· ·• :detected between A~ghst 1999 and Febi"Uary 2004 J)y the ,enforc:e111ent. staffas 

· j)lying for hire or reward~; Even after detection by-enforcem~nt staff; no action 
;:\\.'as taken by the. RTOs to te~lise the. differential:tax ofRsJ. 7i lakh: Besides, . •·• 

· perialtyof~s.3.5S lakh w~s alsp leviable. · · · · · · · ·. ·· 

After this ~vY~s •}J~irited. qut .· i1,1: audit·between 'Nq~ember arid;Decetrib~r2004,• 
iheRTbsagreed in Decem_ber2004 to realiseth~ dues. ··· · •·· · · · · · ·· 

. .. ..;··.-· ·' ·. . ,· ,,:·· . ;:· .. . - -, ·. ·,_ . 

'the matter ;"'~s, brougJJ.r:to the n~ti~e. of the .TC/Goverrnnent i;n April ioos; 
. reply had nq(been receiv¢d.(Octobe(2005). · · 

l_ • :o '.. • • 

·,·"\ 

.. ,·Under the o'Mvt Act, read with Central Motoi 'vehicles Rules· 1989, d~~leis 
· in motor ve~ides ~e r~quited to ·ol:)tain trade ~~rtificate from tlic;: registeril1g .· · 
~titliorities ~y payingth~ r¢quisite tax/fees annuaJlyin adyance. J]nder the MV. . 

· ·· ... · Act, dealer iJicludt:s a petsonwho is e11gaged in·~uihiing podjes ori the cha~sis . · 
. •. . •. dr in the busirtes~ o(hypqt~ecation, i~asing. or hir~: purchase of niotor vehicles, 

:fest~check.qfrecords of}iveregiorls~4·betweenJuly2Q04andFebruary2,005 . · 
··. rev~aled that in •respect tif 92 dealers, ·trade certificate tax arid fees for· the . 

period 2003~p4 were11o(realised. This_tesulted:in nonrealis~tion ~fta,X•and 
'fee~ amounting to Rs;~.Oi;Iakh. · . . .. · . . .· • · · .. 

;,., ·. ' (,· 

··After tills "\\r~s pointed6ut·.ih audit b~tweenJul:Yi2bo4 and February 200S, . .the 
· .·. ·i)epar1ment:recovered>R.s:.o.271akh.irifi~_e.cases.!'. · .. · . · ; ·•· .... .- . . ·-·· . '• -. 

Thematter·was brought to •. the notlt~of the -TC/Govemmentin.April2005; · 
reply had ndfbeen rect;:ivet! (October2005). . . , .· ... 

-, ;-· 

~- . : 

'' ·. ~ .... 

- _,, . ' 
.c••., ·, 

··' '-
_.,. 





Test check of records relating to assessment and collection of land reyenue · 
and stamp' duty and registration fees condric.ted. during . the year 2004~05 
revealed .11on collection,· non/short assessment and blocking .·of revenue 
amounting· to. RsJ23.33 crore in 47,227 cases which may. broadly be 
categorisedasunder. . . · ·· · · 

2. 

3. 

Blockage of . .;rnTPTnrriP·nt 

clearance of47-A cases 
Short levy of stamp duty andregistrationfees du,e to. 
under ofKisarii of 

157 0.17 

46,23 

115 .0.09 

568 0.61 

During the year 2004-05, the Department accepted under assessment etc. of·· 
Rs.9 .65crorein 3 0,117 cases inch1ding Rs.l.91 ·crorein 2,668 cases n~lating to 
the year 2904-05. The IDepa.rtnient recovered ;R:.s.l.53 crore in 13,609 cases 
including Rs.8.27 lakh pointed out during the y~ar 2004-05 .. 

A few illustrative cases :highlighting important audit observations involving 
Rs.l2.t 1 crore are discussed in the following paragraphs. 
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. . . 
. ; 

A. . Land.R.evenll!le 

Governm~nt ~f Orissa Revenue Department in their letter. of M~y 1990 issued 
instructions to the Chairman, Paradeep Port Trust {PPT) 11ot tb sublease any 
land either on temporary or permanent basis. It was subseque1,1tly decided in · 
the .meetings~ held jn · 2000 and 2002 between the·· ·Commissioner cum 
Secretary, Revenue Department, Government of Orissa and <Chairman, 'PPT 
thai in the eventofsublease ofland outofthe alienated25 land to thirdparties, 
the full sale value of land will be shared equally by PPT and State Government . 
on 50:50 basis .. lhterest.is leviable at the rate ·ofJ2 per cent;per annum on 
arre::1rs with effect from 28 Noyember 1992. Public Accounts Committee 

. while discussing para 4.2.8 of Audit Report (Revenue Receipts) 2000-01. on 
· 7 September 2002 observed that subleased land can be regulari$ed by entering 

into an agreement with PPT after obtaining Government order. ! 

Test check of records of Tahasildat, Kujanga in January 2005 revealed that 
:PPT had subleased land out"ofthe alienated land andcollected total sale value 
ofland without depositing 50 pe~ cent share to the State GovenVu(:mt. 

PPT collected Rs.l0.53 crore towards land premium 1for subleasing 
land measuring Ac.87.72 from Indian Oil Corporation (IOC) by 
March 2000. PPT was liable to pay Rs.5.27 crore towards 50 per cent 
share of the land premium and interest of Rs.2.62 crore from 
January 2000to March 2004. 

PPT subleased land measliring Ac.25.00 in villag~ :Bhitaragarh to 
Bharat Petroleum Limited in November 2001 and received Rs.3 crore 
towards consideration money in November 2001 but did not deposit 
Rs.1.50 crore towards 50 p~r cent share of lan~ pterp.ium. Besides, 
interest of RsA2 lakh as ofJ 1 March 2004 was also payableto the 
State Govermnent for belated payment of State share. · · 

Cargil India Limited was in possession of an area A:c.23 in village 
Bhitaragarh which was subleased byPPT. The piemiurtt for the land is 

· Rs.2.76 crore worked outatthe rate ofRs;l2·lakh per ~ere and PPT is 
· liable to pay Rs. 1:38 trore towards land premium. 

. . . . . . . . . . . •. · . . ' -<:" 
Thu"s rion collection ofrevenue on subleased land amounted to; Rs.l 1.19 crore 
inclusive of interest.. , . . 

. . : •. - • ·"i 

After this was poinfed out in audit in January 2005, the Taha~ildar, Kujanga 
·. stated in February 2005 that there was no information regarding sublease of 
· land and collection of sale value in respect of IOC arid Cargil India Ltd. 

25 Alie1111ate!llla1111d - n...a'nd aiready Reaselil out. 
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H()~eyer,•:P-~T'W:a~· asked.: to deposit~he,amoU11( towards st1Bleasi11g the land 'in 
. ¢ase qf ah(,tfa~ Pettolell:mLtd. • The. reply was nbl.ten~bl~ iit,yiew of;theJ~ct . 

. th~t.t11eP?~~es~ipn ofl~nd has heeD: recorded .. ip. Records ofRlghtsmaintain~d-.-

. 'in 'tahasil Office,· Besides. PPT has. also confirmed the fact. o:f realisation of sale: · 
. . v~Itie ofl~pq;J'hem~tt~r ~as repmied'to Govel1lme~t in Eebfuary 20QS; reply 

:had not beeJ.l:re.Geived:(Q¢tobei· 2005); · ·· · ., ·· ·· ·· · 
. •'i'.. ' .. . ·.:.. . .. -

. A_ccording to Govenm1ept orders ~{ O¢tober lQ61, May 1963 and February· 
·.· 1966~: 'ciovemrrient< land j ~~it be lease,d. out to. •local··· bodies, public • sector 
. undertakiilgs, · educatiohal atid . chan table -mshtutions-, State and Central 

.· :Govebrmeiit de]Jartm.ents: :~tc.• Oil payinent •of premium fixed on the basis< or •.. 
market'-:Val~bofthe:iand:plus-·annuar.gl-ound·rerifofo.neper_c~nl ofthe market 

· · yalue~ The occupier }s' iiable ,to ·pay. interest. ·atl ·the rate •of 12 p'er cent with' · 
. . .._· ;·effecf£rom:28Noveniber)992 fodhe periodfroin date ofoccupation ·6fhirid 

, .tilhhedate'ofpayment;:'? ·· · · · · · · · 

. . ; ' . .· . -. -.. ~ .' . . -. . .' ' . . ~ . . .: . . ' ' . ' . . : . . . ' . · .. i·: .· . : . . . ' . . . .. . . ' ' .· . ,. ~ 

· (fest. dieck!:oCrecor~s ;;of Cuttacktahasil rev~aled· in February 200~·.that ... 
. ····advance_ pqssession of .the .land· off\s.u; 15 8 '\Vas : har1ded'' ;oven to· Quttack ' 
. _ ·Devel6pme#t:Atithorities·: {CDA); iiL;\.ugust ,1996 with 'the ·condition to pay 

. preiniuin;. f~nt and cess'· tas would be· rfixed . PY ;@overn.ttient at the time of . 
. . 'sanction of;l~ase: Al~ep.a#on c~se initia~ed~in lviay -2003 for giant oflea~e to··· 

CDAwasnot finalised.t1Uthe date. ofaudit. Delay in finaiisation of alienation , 
. · · c~s~ l~d:.to '~l~Cic~ge o.f:aovernmeilt re~eriue·t()vvatds pr~piun1; grollil.d: nmt 
· .. _ arid interesfiarnountirtg to ~R.S.9 .46 cr()re as on Fe~.ruary 2005. . · >' · · 

- ' . .. . : . ' . . ' ~. " - " '._ .. 

.. _·. After this. was ]lointed ·out ~in ~udit in February 2005,, tahasildar stated .in · 
'Febru.aiy. 2Q05 that steps;Would be taken to final~s_e the cases early; · .·· -_ · ·.· 

'.'.' __ : .... ,·.-: ·- . ·'·:·~ .- ';;: ,--,:·-· ··:',":~<·,~ !'··~·-,_. ".·: .. . ·,"f_:·~-:·> :~::_': 

'The .. matter:w~s·repofted:to ·Government in April··doos; teply:had iiotheen -_ . 
;]received (October2005}::_;' · , ·" .. · ' -. , ·. 

_ >uiicief ·the:pto~isiqns ofJhe Drissa f'\gricultm-al ~eai (Amendment)Ac(,1992' 
... : <in d. Orissa·.t:?ess. (A.ffi.endtne11t)._ Act,cJ992 :readc;with ·Governinent ·notification 

O'f February.J966,: intete~f· on belatedpayment ofJand.revenu~ is. payable from 
.the·date of occupation :0fthe GoveniinenUand.;The rate ~finterest was:raised 
.fi9m' sixp~rcent.to .. l2 .. per cent perann~m with>·effectfnnn'28 Novep}~er 
1.992.. ,; ·.. ... . . . 

. .. . .- .. 

. -· · <4~~tl ·-Tesf:>check of .r~cords of .taha~ildar Tangi~ Choudwar revealed·i~- . 
. . Obtober 20Q4that the:. Revemie Divi~ionaF C9mmissioner . .(RDC) (Central 

';Division), puttack ~auctioned in March 2004 ~4e lease of GovernmentJand . ·· 
·.measuring Ac.3.J o in fa\Tour of Executive El1gine~r:{E~),' C~ntralJ~lectricity 

. . , . . .. 'I .. . . . 
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Supply Company of Orissa, City Distribution Division-JI, · Cuttack which was 
already in possession oflessee since 1973 for construction of'sub station, sub 
division office etc., subject to payment of Government dues <;>f Rs.l.21 crore 
towards premium, ground rent and cess. No demand for interest o(Rs.2.33 
crore from- the d~e of occupation was raised against the· lessee including 
interest ()fRs.50.90 lakh for the period from April1999 to Mar,ch 2004. --

' 

After this was pointed out in audit in October 2004, the tahasildar agreed in 
. October 2004 to realise the dues along with interest -·· ' 

. ' -

The matter was brought to the notice of Government in March 2005; reply had . 
not been received (October 2005). . . . 

4.4.2 Test check of records ·of Tahasildar, Purusotamp'ur revealed in 
May 2004 that · the RDC (Southern Division) Berhampur- sanctioned in 
February 2004 lease of Government land measuring Ac.2.415 jn favour ofEE 
Electrical (SOUTH CO) Aska subject to_ payment of Govemm<:mt dues of 
Rs.21.86-1akhfor construction of sub station_and staff quarters etc. Although 
land was in occupation of SOUTHCO since 1976;.77; premium .grotmd rent 
and cess inclusive of interest from 1976-77 to2003-04 amounhng.to Rs.66.49 / 
lakh were not demanded. This resulted in non raising of demand ofRs.l5.07 
lakh towards ground rent; cess andinterest for the period-from 1999-2000 to 
2003-04 against the lessee. 

After this was pointed-out in audit in May 2004, the tahasildar raised demand 
in February 2005 againstthe lessee. . 

The matter w~sbrought to-the notice ~{Government in March;2005; reply had 
not been received (October 2005f · · 

Under Orissa Land Refomis Act(OLR Act), 1960,· a rayat is liable to eviction· 
if he has used agricultural land for non agricultural purpose.! Such land can, 
however on an application made by him in the prescribed form', be resettled on 
lease basis on payment of premium at the· prescribed rate plus ground rent at 
one per cent of premium per annum. 

Test check of records of two26 tahasils between January· ~nd March 2005 
. revealed that 158 cases involving conversion of 89;962 acre~ of agricultural 
land for non -agricultural purpose were instituted- between 2002-03 and 

· 2003..:04 on receipt of applications from rayats. The .cases.were pending in 
tahasil offices for -disposal as of March 2005. Non disposal of conversion 
cases resulted in delay in realisation of Rs.4~. 72 lakh towards premium· and 
ground rent. 

26 IBhubarneswar and Sukfi111da. 
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·, ·,.After thisvyas pointed QU~ in audit betweeJ.lJ an.iary 2005. anctlV{arch .200S the . ' 
· Tahasildars agreed be1:'Ween January 2005 and March 2005 'to take necessary 

'action for realisation of the dues. 

. J!t~;f(d~~~efg~~~;0 · .. GpyenJII\"'tin ~'\Wh, ?®?; }~h; hA~ ~qt~\)~n . 

.. 'As. per Mll1or Mineral Concession 'Rules (MM CR:), J 990 milioriilinerals' ¢an 
.. · •.. .b~. sold orr .dispos~d dffr by·. publi2' auctiml as . rnay ·,be _.J>restribed ·.by: . the 
. · concerned authority. Due~ payable ~n:cier these ~Ies :if remaili U:npaict shall be .. 

recoveredasarreafs bf~~rtdrevetme~~ ' ·' ,. . . 

·.. Te~t· check' of r~cords SfTahasildal"; ~Kujang· il~.--January·2005· revealed-: that · 
: •. :··. · .. ·:·. ·'·:·. ,.o·,,: ... · .... · .. · .. _,. '27··' .......... : ... ,.,_ .. . 
Rs,!42.391~ tovV'ards r~>yalty for.~airat soun~e~ · •.. · l~ased :for 1iftin~r.s.and 

. <;luring the years'200d-oy to 2002~()3 remained:ohtstanding'foitealisationJ'the 
.·. f'ahasildar ti:iade only ~o references '\Vith .I>P:~; 'one. in August :2002 and. 

another iifFehni:n.Y 2003 .:for realisation or dues;(Th:us ineffective action of the . · 
··.:- · .•. :· . •. .. . .. · .. ·'· ·.· .· .· .... '' ..... :· . ''·j . • .:. . ·.. . ' · ... ,... . . . ': ; ... ·: . ,· 

· Tahasildar led to non re~lisatioil of G~vyrnmeritrevenue ofRsA2:39lak}l: · ··. · · 

After this "'as pointed ()Ut in audit during January 2005, the Tahasildar, 
. ·kujangastafegjn Januar)r2005 thad?PT was ask~d. to pay thebalance.rbyalty. 

'on ·sand: Tliereply-was''not tenable_ .. as .·steps to .iri.stitute'c.ertificate· proce~dings 
.· : w'ere ;not tai{'el). to realise. the arrears: even a.fterlapse of tWo years .. · .•• 

~:. : .... -. 
\' .·- .. · . . -, .. . ::·,_ 

. The' matter \va§>referred~'to _Goven.iin~rtt -it1 March 2005;-.,repiy had no't'1Jeen 
.·•.·. received (Octobet200S)~ · . · · · · ·· • · ·- · · · · 

-·· .. ~ i 

:. )'. ·.i .. 

,. 

!.:·_'-.. 

. , ,, 

' :, ·--

''. .. 

··.s~iratis~iir~es- Minor iriisceilaneoussouu:ce or.'revenue froinrn-'fislieries;·querie~,,- hat &fair, ferry 
. . - .. , :,: .. · .', . •. ·_. ; -· ·'J·;: -. .- ·.- . • :.'"'· •: • 'c • ·_. -.- --1 .': :.·. : • .. • • ;. ::~ • • • _: • . ·. . • : ' 

• ghats, ~r,chards, standing trees & minor in~nerals leased ou;uemporilrily aftel!' jmblic auction; 
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The fus~eCtor ~ :Gerie~:r of Registratim{ '(IGR}·· ..... .,. '".':rl. . guidelines . ·. 
'(Septemberl993) :ror.det~nni:ruitidl1' o(value ofland. The ·· . sale price of · 

· <a·lan:d dfuing·.·~heJast'tfireeyearftptet~ding/the·year.· ·· shoiHdbe···•·· 
. taken: asvalue ofl~n~f.fort4e purpose ofle~y:o fegistratioii' 
.·fees. m $eptember 2002, Ooven,nnent. modUle~ th~. . under Section 
47(A)oflndhm.:Sta!,il~~ 'Act, accor~ing to .whiph . . . .. 
of land.pr~cedill,'g th~ monthin~whi¢hcthe•docuni¢11t.lll · Ue.~ ;UOill 

. ,· for registration will he taken ~into consider~t!(}n~ Whil~ · ... -. ·,.,,, -.. , ~"··,=··--.•., 
. taken; car¢ hast~ be taken thatv~tlue of comparable land ·.. ' . . •' is .· ... 
. · ·· · taken .. infq.~onsideratiqn ... Fo.r .. · th,e",pl1f1Jpse ()f .proper• yal4afi()ri th~ '$:Rs2~··.· 

.. /D~Rs29 .ate required io be .provided·.with copy,()fthe finall¥ published :Village 
maps ~d:R~cords o{I{ight (ROR)~s perlGR;'cir9t1hir. of.Sep!ember.1?9.3 .. fu 

.· the absen9e of any ~ocumentary.e'\f;<i~nce' to verify v~lue o(the:adj acep~ plots, 
·· th~ R.eglstiring Officer~ .(RQs} shp1JJd:go .. [qr:the. highes{skle,price:·6t land·, 
" ." . . . .... " .. .• ,, . . • ... . . . . . . . " " ' . . . ' . • . . " '1 ... ,. • • ' •" " . . 

dill'iJJ$,the .lastthree, years preced*g'either tn~ ye¥ :Of exe¢u~ic)n ort!je•Illonth ' .. · 
.•. of execlltion for the pufi)ose ofievy of stamp d"Uty and registr~tion fees; . . . . 

•' :-· 

···.•• A test .c~e~k ·.of ~~c6rcts" in nixi¢ , regisfratipi}.;.$ffi~e§~~; ;~\'ettled. tl,u~t ) 49 · ·. 
dpcument.~were~regi~tered;be~¢~n-4()02·an4',i003ataJo~prrate~coxppared 

·to the :highest· saie valrte.ofla!lcL. No.ryfe)l'ence:.was-made.to .R0Rs··•·and• 
:valuation registers· ~aintairied~ iii ~egisttatioh 'offices. Thus ~iolatitiil. of)GR. 
g11ide~i~e~/GoV'eqnnellt orderE) >·:re$ulte.d itt · undervalu~t,ion ~()r ; hihd. 
Ccmseq1,1,endy there·was sho~:t lyvy .<>r stamp duty •an<!<:te~.stratfon.feeE) ()f • 

' Rs.25;_64lakh. ·. ·. · .·· .. · .··.· ... . .·. . ·. ·. •· · • .• .:·.. ' .···· . . ·•. .. . ' , J .··. · · , · . . .· .... 

. . . . ..• . . . . . . . . ' . '.· . . • ) . . ·. . ·.· .·· i' . . . ' 
·After this, was pointed out in auditbetyveen June, 2004· and: ~anuary 2005, six · 
ROs3

ll· acfuiitted thefaci.ofunder ,va1uatioii aricfagre~d betWt:¥nJuly2Q04 and 
December 2004 to realise the deficit dues. Other ROs agrebd to take action 

, • . I 

after verification of records. i 
... •. ·.·. ·.·.· '• .· ·.... . ··•·· · ... ' . ' ·.·.· .. · .. ·. · ... · ··.· .. ·· •''' . ·.. . .. ·I ..•. ·.· ... · :. . 
. · The_ matter was brough_t to the notice of.IGR/Govemme1t in April2005; 

rephes h~d not been rece1yed (October2005). .· ··· · · ! . · . .. . .· 
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Audit R eport (Reve11ue Receipts) for the year e11ded 31 March 2005 

5.2 Loss of revenue due to non observance of prescribed 
procedure for settlement of IMFL "ofr' shops 

Under the Bihar and Orissa Excise Act (BOE Act), 19 15, licences of 
wholesale or retail vend of intoxicants may be granted for one year from 
1 April to 31 March following. Government of Orissa in their excise policy for 
the years 2002-03 and 2003-04 decided that all the existing IMFL off shops of 
2001-02 and 2002-03 would be renewed for 2002-03 and 2003-04 respectively 
without any change in the licence fee and minimum guaranteed quantity 
(MGQ). The shops, which remained unrenewed, should be settled 
immediately. Under the provision of excise policy and instruction of Board of 
Revenue (BOR) such shops should be settled through sale notice. As per 
section 22 of the BOE Act read with Rule-3 of the Orissa Excise (Exclusive 
privilege) Foreign Liquor Rules, 1989, before issue of sale notice for auction 
of the shops, a public notice shall be issued inviting objection from public and 
obtaining prior approval of concerned Gram Panchayat accorded with 
concurrence of Gram Sasan under Section 26A of the BOE Act. In case, the 
bid/negotiated amount does not reach the reserve price, confirmation of 
Government may be obtained for settlement of the shop. 

5.2.1 Scrutiny of records of Superintendent of Excise (SE), Sundergarh 
revealed between August 2003 and September 2004 that out of 34 IMFL off 
shops32 which existed in 2001-02, 18 shops were renewed in 2002-03 and 
2003-04. For the rest of 16 shops33

, sale notice for the year 2002-03 was 
issued on 1 April 2002 without inviting public opinion and obtaining prior 
approval of Gram Panchayat. A non government organisation filed a writ 
petition34 in Hon'ble High Court of Orissa on 16 April 2002 challenging the 
legali ty of the sale notice. The Court granted interim stay in April 2002. As 
such auction sale could not be conducted for settlement of the off shops. For 
the year 2003-04 sale notice was not issued on the ground that the case was 
subjudice. The stand taken by the Department was not in order as the stay was 
granted on auction sale for the year 2002-03. The writ petition, which became 
infructuous was disposed of on 20 April 2004. Thus due to non observance of 
the prescribed procedure for the year 2002-03 and taking incorrect plea about 
subjudice of the case for the year 2003-04, IMFL off shops could not be 
settled for these years. This resulted in loss of revenue of Rs. l 0.17 crore 
worked out on the basis of consideration money and duty on MGQ at the 
prevai ling rates35

. 

After this was pointed out in audit, the SE, Sundergarh stated in 
September 2004 that as the case was subjudice, the shops could not be settled. 

32 Retail sale of India made Foreign liquor for consumption off the shop premises. 

33 Bisra Road I & 2 Rourkela, Kalinga, Lathikata, Basantl colony, Biramitrapur, ayabazar, Chhend, 

Power House Road, Vcdvyas, Gandhi Road, Bandomunda, 7 & 8 Area Rourkela, Rajgangapur and 

Sundergarh o. 2 & 3. 

34 OJC o.42Stn 002 ( between Secretary Lok Manch , Rourkela Vs. State of Orissa). 

35 For the years 2002-03 and 2003-04 Excise duty at the rate of Rs.9Z and Rs. l 00 per LPL respectively. 
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·. Tlie reply~a~ :}1ot)~n~~le. <Ul .• ·prescribeq. p~oc~4~re :WaS·:Jq(:fQU()Wed QU,Jtirig . 
···•·· · 20Qf.-:OJ a11d. stay w~sj1gLappli9ahle):luring tl;i.~ ye~t .4093i04. .. Frir.thefrepliy· 

·· had'notbe~n;r~ceiyed.(O.~tober2905):· · · · · ·' · · · · ·· · · 
-. ~- ·' 

.• [J',{s.r;:~ti~~~~~i~!ei~f~~~;~~~;~6t~b~~~~i0~1 :QfJ . 
. . : l ~·. , •• i -- .. 'h- . : -; '·~ ·. 

'·. . 
... directed · th~ •· C()llector ifqr settltm1ent ofth~. §liqp:.tlirqugh ati~;ti()Jl1• ptocedufe.: 
. ·Although. the; · CC>flect6r~ ~epeatedly req1,1ested~jhe; Govenlm.ent . to. consi<iel" .· 

. · shifting the:shop, yet:the proposalwas .. not•acc¢pted~.Ultimatdyth~shop wak 
'·. ; prtt ;to au~ti9h alld settled em 2 Janfiacy' gom.: at)i~~52; 100 againstJhe re.serve• 

~" '~ .: '. .·. ~ . -

ppce ()f Rs:6,0;TOO. N6ij 'adherence tg the Goy'~~ygt's oi-4~r~ atid qeJ;;tyin. 
.· .,:settlement9:fth.e shopldd to loss ofrevt:mue of:R,s~ 17 lakh wc>I:keq ouro:n the: . 
. ljasis ofm()pthlyconsideration money ru1d duty qn MGQ;·. · . . .· . 

•. ,~~~~6o~"iJ::~~~~~tp"ftt~~~:;r~~~~~;.~;.~~f~~e~t• 
· · reserve ,pri~e due Jo;"YJ.li,~h ~the, ~ro9ess: of.settl~menfwas :.ct~layed, Tpe:;r~ply :, 
. ··was riot tenable in :yiev\rofthe,provi~ioris ofe:Xci~e.pqlicythil,tthe·Govemmi:mt; 
. . was ·competent tO: decide].the .bid valui;{bt1low f,esetye price .••. ·. . .. ~ ' 
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· ··The n1atter ~'YM.r~ppJ:t~C\:::~o ~G in SePt~wber :2.Q~3·.:'EC st~ted;Jl\i~Y 700S):Jl;at . ·· . 

.. ;: ~~nt~:Yo~~r::~~:~~~e ·~···1?~1Weep• •.. th~ ~~ :~llecto:}.::. artd· ... Goy,eflln1ent,: y~~~eg. · 

• 5~2~:{ •• Te~i;:check qf:t~c.~rds of ~i~e6 ~~x~is~·tii~Jtdi~J)·et*~~n Oct~b~r~2od3 · · ·· .. 
and February,2QOS fev~aled th~t ZQ Excise ~pff sllops .• w~~~ pr,ovisfo{u}lly·· 

.. , . s,ettle~t.fot }he .Y~ar . ¥967fQ3 .thrall@_. a1l~:tiqif/t~f1d~r~~egoti'~ti9n; ~ Gove~~mt,·. •.. . 
.. · ·.·confirmed the proposalJor 'settlenie11t. of shops :aft~r; a dd~){fanging oet}ye.en . 
. · 42daysaild 198; ciays:;ff.om jhe date ofprovis~onal•settlerrierit. Thus due to 

• .. · .. · .. ,,~~~~:ntf~.:t;a&n::~~6~b~~oi:~~8~t£.~~1127a1~f~!~1n;§;11d!i:~{fi~~-··· 
·.· deductingthr~e·week:s f~F,CQinrri1lnic;a#on.offjn~l ord.ers ofJfie Go:v¢fn#i~rit' ' 

··· .. · ,~> ... ;<:, < < r'.j;~,. · ~> · ~.: .-;.·.~; ······ .. •. 1··;··~ · : •. :<• : .. ·<. ·;:,: : · ... 
~ .After ~his. ;wa.s pointed :ou,J between OCtober 200~: :and Feblll~nY:+005; ~lLthe · . 

··.········:i~tt~~ir~~~~~!li~tt~t!M 
:the next financ~aryear. a~.per th~ pmv!~~<ms ~f tfie Act. , . : :· · · .. , : .... 

. ,' : ~"" . . :-... - -

.·The· matter was ·r~port~dJo ~C.and. Gove~dn~ betwe.en Octob~er 2003 and 
February 20Q5;.reply h;ad not.been received (October 2005). . · : · . · 
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Audit Report (Revenue Receipts) for the year ended 31 March 2005 

5.2.4 Scrutiny of records of SE, Ganjam revealed in September 2004 that 
four existing country spirit shops held by three exclusive privilege holders (EP 
Holder) were not renewed for the year 2003-04, on the ground that one of the 
EP holders was declared defaulter. Collector, Ganjam moved the 
EC/Govemment in April 2003 for renewal of four shops at a consideration 
money of Rs.2.30 lakh per month in favour of the other two EP holders for the 
year 2003-04. On receipt of Government order in October 2003, licence was 
issued on 25 October 2003. Thus delay in issue of Government order led to 
loss of revenue of Rs.23.24 lakh towards licence fee and duty on M.G.Q for 
the period from May 2003 to 24 October 2003. 

After this was pointed out in audit in September 2004, the SE did not furnish 
any specific reply. 

The matter was reported to EC and Government in October 2004; reply had 
not been received (October 2005). 

I 5.3 Loss of revenue on IMFL made from imported base 

As per excise policy of Government of Orissa for the year 2003-04, excise 
duty at the rate of Rs.lOO and Rs.l20 per London Proof Litre (LPL) was 
prescribed for India made whiskey, rum, brandy, vodka etc. and Rs.200 per 
LPL for IMFL blended with imported element containing more than 20 per 
cent (including scotch bottled in India) . In April 2003, Government instructed 
the EC to accept the certificates from the supplier in good faith indicating that 
the blended materials were less than 20 per cent and in case of any deviation, 
the supplier would be liable to pay duty at the rate of Rs.200 per LPL. As per 
provision ofBoard's Excise Rules 1965, the EC before approval of brands and 
labels shall make such enquiries and also ensure that samples of liquor are 
chemically examined before such approval so that the liquor meets the 
required standards. 

5.3.1 Test check of records of SE, K.hurda revealed in June 2004 that Orissa 
State Beverages Corporation Limited (OSBC) procured 12,35,578.0077 LPL 
of IMFL made from imported base during the year 2003-04 but in no case 
higher duty of Rs.200 per LPL was charged. It was clearly written on the label 
that the product was a blend of scotch but no percentage of blending was 
indicated in the labels. The imported element, scotch, was the dominating 
element which attracted higher duty. Certificates were obtained from the 
suppliers stating that their product contained less than 20 per cent blend 
material and excise duty of Rs.l00/Rs.l20 per LPL was charged in all cases. 
Higher duty of Rs.200 per LPL could not be levied for want of adequate 
mechanism for ascertaining the percentage of blending of scotch. 

As the excise policy did not prescribe any norm or any mechanism for 
ascertaining the percentage of blending of scotch, higher duty at the rate of 
Rs.200 per LPL could not be charged and as such the very purpose of excise 
policy for augmenting revenue of State was defeated. Government sustained 
loss of Rs.2.33 crore due to non levy of higher duty at the rate of Rs.200 per 
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an amount of Rs.13.34 lakh in respect of eight district excise offices was 
realised. Final reply in remaining cases had not been received (October 2005). 

5.5 Non realisation of revenue due to non afflxture of excise 
adhesive labels 

Under the BOE Act and Rules made thereunder, excise adhesive labels 
(EALs) shall be affixed on each bottle/can of IMFL/beer and on each pouch of 
country spirit. Further, the OSBC should ensure that no bottle/can is received 
from outside the State without affixture of EALs. The BOR prescribed on 
2 February 2002 a fee of 20 paise for each EAL to be charged for each 
bottle/can irrespective of size from the manufacturer. 

Test check of records of SE, Cuttack in August 2004 revealed that OSBC 
imported 46,29,227 bottles of beer from outside the State for Manguli Depot 
without affixture of EALs. Non affixture of EALs led to non realisation of 
revenue of Rs.9.26 lakh. 

After this was pointed out in audit in August 2004, the SE, Cuttack stated that 
the branch manager would be asked to comply with the audit observation. 
Further reply had not been received (October 2005). 

The matter was brought to the notice of EC/Government in March 2005; reply 
had not been received (October 2005). 

I 5.6 Irregular renewal of licence of bottling plant 

The BOE Act and Rules made thereunder stipulate that licence for the 
wholesale or retail vend of intoxicants may be granted for one year from 
1 April to 31 March following. Government of Orissa in their excise policy for 
the years 2002-03 and 2003-04 decided to renew the licence of bottling plants 
on the basis of production capacity in proof litres along with payment of 
annual renewal licence fee for bonded warehouse attached to manufacturing 
company. Further, as per the provision of the BOE Act, the ho lder of a licence 
to manufacture and sell may surrender the licence on expiry of term and the 
EC may take over the balance of liquor for disposal under Board's Excise 
Rules. 

Scrutiny of the records of M/s. Hi tech Bottling Plant under the control of SE, 
Sambalpur revealed in November 2004 that the licence of the bottling unit was 
neither renewed for the year 2002-03 nor was surrendered to the Collector. No 
action was taken by the EC for disposal of balance liquor of the plant. 
However, on an application of the ex licensee in June 2003 the earlier licence 
of 2001-02 was renewed by the Government in October 2003 for the period 
1 October 2003 to 31 Mach 2004. Since the validity and renewal of licence is 
a continuous process and there was no existing licence for the year 2002-03, 
grant of renewal from 1 October 2003 to 31 March 2004 was irregular which 
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· .. led to .. non,realisatiqn ~,f.licensefee···of.R~:l\.6J'Jakh' fo~ the·period.froirl · 
. ·1· Apti12.002 ·.to 30 September 2003 ~· · · 

' -·- \ - . ; 
... ,. ', 

:'After this was .poiiitedqut in Noveml)er·2004·t~~.:Ec :statecbrtl\1ay 200$ that· 
... SE, Sambalpur raised demand of Rs.l L63 Ialdi'as pei audit; obsen{atioiL · .. · . 

. Furtnerreporfon tec6ver)'had notbeerireceived':(Ottc}ber2,005): 
·., - -·, "!' ·- ' - : ' - . 1.:·-.,• . 

. -- . - , ~ ,- _ .. I, - . : -. ::_._ ~ ·-. . . . . ·: i -. . . ! . ·. ·.. - --. -,; .' •. ,_ -- , . . _'· . - • . , _.- . 

The matter was referreci. to .Govef111i1ent in Mf\rch 2005, reply had not been 
received{ October 2005,) .... 

. •· Under Sectioti. 9o of B.OE Act, the B()R·is emppwerecl to··nia.ke/ arrtend nii~s . 
fof carrying ·out poliCies of Goverun1ent of Qrissa:. · Oovepunent of Orissa, 

·.Excise Department in their letter of JQecenl,b~r 2001 directed EC, Onss~t'to · 
revise the fee on adhes!yelabel to 20 paise per label irrespective ofsize of 
bottle/ pack, whi~h should be effective ~froni.j ip~c.emb~r 2001. TheBOR 

. · .• · issued notification reyisilig the fee· on 2 February 2002: - . . . . 
•• . ., . . . ,' !·- . ·. . • ,·, 

·.· J'est check, of records of SE, Ganjahi in Ju*e 2002. r~.veal~d. that;excise 
. adhesive labels on8,33,433 bottles ofiMFL an~ ~6,5~,000 pouches of co~ntry .. -.. :. . . . .•. 40 . . •. . ' .. ·. .. .. .. ,. . ·. 
liquor in· respect offou'r manufacturing ~ts were not,. affixed between 

· . 31 DecemberZOOl ancLliFebruary 2002 due to rt()n issue pfnotification }Jy the::-' 
BOR. This.resulted-inlo·s~ ofre~enueofRs. 6;9Slakh. . . .. . 

-- - - " . . .. ,. . ' :, _, ' .. ,, 

.After this was. pointecf.:out in audit in June 2002 the SE;<Ga:njanidid not 
· ... ·furnish ari~:spe;cific~rt:ply. · · · · 

---.. ·::<.'> 

The rruitter was brou@i\~ the notice of EC/Go~errurient iii M~rbh 2o()s~· reply ... 
·bad D:Ot been receive9·(Qctober 2005); · · · · · · · · · · · 

. . . ~ I _: '. •, • 

. ! . 

1' _., 

:; ,,-·. .. -,__' 

· M/s Ocean Beverages (11") lLtiJ., · Mts .Ption'am Jl)listillery (IPliLtd.,' M/s Malnanadi Jl)listilleries (~}!Ltd;; . . . ; . . '- ' - . ' - .. ~ . ', ,_ .. - ') . . ' . - ' . 

· Ml~ Aska c'o"ope~ative Sugarlndustries.r.tll: · · • •.: 
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. Test check .of~ecords m~intained. in· :various .forest divisions conducted .dUring 
2004-05 .revealed norifshort levy .. of intetes~,:,loSs .of;.,reyenue etc~ ·Of 
Rs.l31.04 crore in3,356cases, which·kaybmadlybe categm:ised as under:.-

During the~year 2004-05, the Department accepted under ~ssessinent etc of 
Rs.18.55·.crore·in 3,231 cases including:RsA0:24lakh.in292cases-pointed_out 
in earlier years~·The Department recov~redoinly Rs;46;15.lakh'ih five cases. 

; '' . . ' 

A few illustrative cases highlighting important aridit obserVations -in~olvirig 
Rs.l9.02 crore are discussed inthefollowingparagraphs. 
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Audit Report (Reve1111e Receipts) for tlte year ended 31 March 2005 

I 6.2 Loss of revenue due to non working of Bamboo coupes 

Under the provisions of Orissa Forest Produce (Control of Trade) Act, 1981, 
the Orissa Forest Development Corporation Limited (OFDC) was appointed as 
the agent for extraction of and trade in bamboo with effect from 1 October 
1988 in the state of Orissa, on payment of purchase price as fixed by the State 
Government from year to year. The agent has to extract bamboo from 
Government forests and pay royalty to the Government on the basis of annual 
agreement executed as provided under Orissa Forest Produce (control of trade) 
Rules 1983. The bamboo coupes are operated in cycle of four years in 
accordance with working plan. The working plan should be ready about one 
year before its due date of implementation and after obtaining the approval of 
the Government of India. The State Government should issue final sanction to 
bring the working plan in force well before expiry of the current working plan. 

Test check of records of Principal Chief Conservator of Forests (PCCF), 
Orissa in January 2005 revealed that extraction of bamboo in 15 divisions41 

where the operation was due in 2003-04 was not done due to expiry of 
working plans. PCCF did not take timely action for extension/renewal of 
working plan. Non working of bamboo coupes resulted in loss of Rs.8.66 
crore towards royalty on bamboo production of 1,33,270.45 Sale units (SU) 
worked out on the basis of average two crop years production. 

After this was pointed out in audit in January 2005 the PCCF stated in January 
2005 that the Government of India did not grant extension to those plans. The 
reply was not tenable as the proposals for extension/revision of working plans 
for approval could not be submitted to Government of India even after lapse of 
one to five years of expiry of working plans. First and Second Preliminary 
Working Plan Reports were pending with Working Plan Officer/Conservator 
of Forests/ PCCF for approval. Lapses on the part of the Departmental officers 
in compilation and submission of revision/ extension of working plans to 
Government of India for approval before the expiry of current working plan 
caused loss to the State exchequer. 

The matter was reported to Government in February 2005; reply had not been 
received (October 2005). 

41 Aougul, Baliguda, Bolangir, Boudh, Dhenkanal, Jeypore, Khariar, Nayagarh, Puri (Khurda), 

Paralakbemundl, Phulbanl, Ralrakbol, Rayagada, Sambalpur and Sundergarh. 
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Chapter-VI Forest Receipts 

I , 

Under the provisions of Forest Conservation Act, 1980 read with orders of 
Honble Supreme Court issued in November 2002, forest land may be diverted· 
for non forest aCtivities with the approval· of GoVernment .of hldia on payment 

' . . 42. . ·.. . . . . . . . . . 
. of Net Pre$ent Value·(NPV) of forest land and other allied charges. Asp~r 
guidelines issued by· Government of India in September 2003~ NPV would be 
charged in ;all cases where stage-I arid final approval have. been granted after 
30 October 2002. · · · 

Test check of records ofPCCF revealed in J anuaty 2005 that 137.25 hectares 
of forest land was diverted for non 'forest purposes in eight forest divisions43 

and handed over to two44 user agencies. The approval in aU these cases w.as 
granted after 30 October 2002. Neither the Department raised. any demand io 

·. realise Rs. 7:96 crore towards NPV of forest landpor the useragencies paid the · 
. dues.Thus:nonissue ofdemand bythe Departnient resulted. in non realisation. 
~NPV. . , 

After this waspointed out in audit in Jariuary2005, the PC(:F admitted t}le . 
fact of non raising the demand and stated that demand of Rs.4~74 crore· Was 
raised in three cases in J:e~pect ofDFO, Nawararigpur, Allgul ~nd Athamallik. . ' ' . ,".' . '.. . . . . . .. 

The matter· was· reported to Govermhent ··in February 2005. G6ve~ment . : 
confirmed in September 2005 the fact of raising demand. Report on realisation 
was awaited {October2005). 

' ' ' • • .- r • 

. . Govenunent;of Orissa,, Forest & Environment !Department in their order. of 
·.July 1989• issued instructions ·for eatly disposal9ftimber seized in undetecfed 
{UD) forest:qfferice ¢as~sieitherbyprpmpt deli~eryto the OFDC .or by public. 
auction·iri 6rder.'.to avoi<:l' lo$s. of revenue due .to' deteriorationin qualit§, and 

' . . . I 

vall!e on account of proipnged storage. . 
'. . -. . -' .. -. ..... -;' . : .,• . 

. · · ... ··· .. · •...... ·. ·.•. .···· • ·. . .· .· . 45 : .. ·· ·. ' · .. ··.. . . . : . 
Test check,of records of 37 ForesLdivisioris .. revealed that 50,997.63 cftof 
ti111ber and''l,837 poles vahi~d at.Rs.LOl cror~ s,eized in 2,224 tuidetected 

• • • t '. .: • : • • • • ; • - • ' • • • •• ' ; • • - :_ • '· • • ~ • • • ' • • • " • • • •• - •• ' • •• • • 

·.· NJPV·{·Net p~~s~~tvaill~ offo~est iarnd depertdin~ upo~·iln~ c'anopy de111sity ~itnu! la~d in! qmistnon .. 
. ..:_·-:·:1: __ -.. ,: · .. .'· :·· o' ' .. : :. _·_,· .. :--:_' :::·.·_ .. :·_. '-.· · .. ·: .... :. ~:- .. · : ... · . < . .- . 

42 

. Stage n : PrinCiple approval granted by (;o~~ oflindlia. ; . . . . .· . . ·.· . ·. . 

43 .:.·~.'fai.'h:f~.;:~~~;:~:r.::.~~; ~.;::::?vil~li[O); GbUm~••:i'1~\~iN.bi,;.~~- '"' 
1\. ·' \: . . ··<.:> __ ; -· ;:'/.:.:::-" :;.~ 

CluiefMianaget, Power G~i.d Corpor~tioiiof irn~ia ~rili•Natio~ai IHfighwayA~~~~otity;onlidill':······· •• .•.•. ····•· · ·•· · 

· ~::~::::;:~:~,;·~t;:~:.·;t~~~t~~;-;~;;t~~~;~;:~~rBt~~: ...• · 
DhenkaiiaR, Glnnmsuir•(S); Ghumsun-·'(N); · iitnrilirud (WL);'<~eyp«).re,Kalali~lndn,;(~~; KalaM~~i·,(~), · · · 

ka~~nJua;.'K~ra1wt·.• :~eo~Jhar;, ·KJill~li;~,· . M~lka~girn;'· Nibaraingpllr~·: N~y·~~.a~li,,,Pal'~l~~~fu~~d..fi,········. · 
' ll'liulbauii, Ro~rkeia; !Ray:ig~da, !Rairakhoi; Sami;Jalpur (S) a~d· s~iiidj!~gar!ii~,;.·: : .;· ~ '. :,Z.; ~ ... . . . ' . .. . .. __ ,, . . ., _._. . - ... · .. ''·:>·>\... . -:··:·.:-'. . 

·'-"· . :··· 
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Audit Report (Reveuue Receipts) for the year e11ded 31 March 2005 

(UD) forest offence cases registered between 2001-02 and 2003-04, were 
lying undisposed. Inaction of the Department for early disposal of timber and 
poles either by delivery to OFDC or by public auction resulted in blocking of 
Government revenue ofRs.l.Ol crore. 

The matter was reported to PCCF/Government in February 2005. The PCCF 
stated in June 2005 that demand of Rs. 18.53 lakh was raised in 374 cases and 
Rs.O. J5 lakh was realised in one case. Reply from Government had not been 
received (October 2005). 

16.5 Non levy of interest on belated payment of royalty on timber 

Under Orissa Forest Contracts Rules, 1966, if a contractor fai ls to pay any 
instalment of royalty for sale of forest produce by the due date, he is liable to 
pay interest at the rate of 6.25 per cent per annum on the instalment of default. 
These provisions are also applicable to OFDC Ltd., which acts as a contractor. 

Test check of records of 18 forest divisions46 (between December 2003 and 
December 2004) revealed that DFOs did not levy interest of Rs.86.06 lakh on 
belated payment of royalty for the period from 1999-2000 to 2003-04 by 
OFDC Ltd. The delay in payment of royalty beyond the due date ranged 
between two and 60 months as detailed below. 

( R uoees ;, laklt J 

Period No oflots Amount of interest 
2 to 12 months 2 0.06 
1 to 2 years 198 8.08 
above 2 to 5 years 526 77.92 
Total 726 86.06 

The matter was brought to the notice of PCCF/Government in February 2005. 
The PCCF stated in July 2005 that all the DFOs except Rairakhol raised 
demand of Rs.84.79 lakh towards ·interest on belated payment of royalty. 
Government stated in July 2005 that all the concerned DFOs had raised 
demand towards interest on belated payment of royalty. Report on realisation 
was awaited (October 2005). 

I 6.6 Loss of revenue due to non achievement of target 

Government of Orissa, Forest and Environment Department in their orders of 
May 2004 appointed OFDC and Tribal Development Co-operative 
Corporation (TDCC) as agents of Government for collection of sal seeds in 25 
and 13 forest divisions of the State respectively for the crop year 2004. The 
agents were to procure sal seeds as per the target fixed for each forest division 

46 A ngul, Athagarh, Athamalli k. Baliguda, Bamara (WL), Baripada, Bonai, Ohenkanal, Ghumsura 

(N), Jeypur, Karanjia, Keo njhar, Khurda, Pnralakhemundi, Phulbnni, Rairakhol, Rnyagnrh and 

Sundcrgarh. 
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Chapter- VI Forest Receipts 

and pay royalty at the rate of Rs.250 per MT to the Government for the 
sal seed collected by them. 

Test check of records of 38 divisions in the office of the PCCF revealed in 
January 2005 that Govern ment fi xed target of 24,000 MT for col lection of sal 
seed for the crop year 2004. But the agents collected only 2,684.927 MT sal 
seeds which was onl y II per cent of target. It was observed in audi t that 
neither targets were revised nor reasons for shortfall in co llection of sal seed 
were called for from the agents. The Department did not investigate the factors 
causing such poor col lection. Thus non achievement of target resulted in Joss 
of revenue ofRs.53.29 lakh. 

After this was pointed out in audit in January 2005, PCCF stated in 
January 2005 that the year 2004 was a very bad year, as the harvest of crop 
depended upon conducive weather and physiological character of the species. 
The reply was not tenable since the reasons were neither called for from the 
agents nor investigated by the Department to justify such a huge shortfall. 
Besides target for collection was not revised in view of any unconducive 
weather affecting production in the year. 

The matter was reported to Government in February 2005; reply had not been 
received (October 2005). 
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( CHAPTER~ VII: MINING RECEIPTS ) 

17.1 Results of Audit 

Test check of records maintained in the office of the Deputy Director of Mines 
and Mining Officers during 2004-05 revealed non/short levy of royalty, dead 
rent, interest and other irregularities of Rs.58.54 crore in 83 cases which may 
broadly be categorised as under: 

( Rup ees ill c ror e) 

Sl. No. S ubject No. of cases Amount 

l. Inegularities of miscellaneous nature 27 57.48 

2. Non/short levy of royalty/ dead rent 48 0.63 

3. Non/short recovery of interest and non levy of 8 0.43 
interest 

Total 83 58.54 

During the year 2004-05, the Department accepted under assessment etc of 
Rs.44.96 crore involving 30 cases, which had been pointed out in 2004-05. 
The Department recovered only Rs.5.30 lakh in 22 cases. 

A few illustrative cases highlighting important audit observations involving 
Rs.29.48 crore are discussed in the following paragraphs 
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Audit Report (Revenue Receipts) for the year ended 31 March 2005 

Governinent of . India, Ministry of Mines · in their .. potification · of 
September 2000 amended the Mirieral Concession Rules (MC Rules) and 
inserted a· new provision according to which in- case processing of nin-of
mine47 mineral is carried out within the lease hold area, royalty shall be 
chargeable on the -processed min:ei·a( removed from the lease hold area. Prior 
to the aforesaid notification, royalty. was chargeable on unprocessed rnineral . 
i.e. mineral extracted from the seam, 

. Test check of records of two Mining circles48 revealed in Decembei· 2004 that 
nine mines49 of eight lessees were not run-of-mines.- The As?essing Officers 
incorrectly levied royalty ofRs.7.28 crore-on36,51,833~330 MT of processed 
mineralinstead ofRs.8.49 crore.on 36;72,545.805 MT ofunprocessed mineral 
fed to the processing plant-in 2D03-04. This resultedin short levy cifroyalty of 
Rs;l.21 crore. 

After this was pointed out in December 2004, DDM50
, Joda cfud-Koira stated 

· in· December 2004 that royalty· was correctly charged · on' the processed 
mineral. The replies were riot tenable since these mines were not run:-of-mines 
and hence royalty was payable on unprocessed mineral instead of processed_ 
mineral. 

·The matter was brought to the notice of the Department in iFebruary 2005, 
reply had not been received (October 2005). , 

The Mines and Minerals {Development and Regulation) (MM ,(DR) Act, 1957 
provides that no person shall undertake anyminirig operation in· any area, 
except under and in accordance with the terms·and conditiotis ·of the mining 
lease. Whenever any person. raises without anyJawful authority, anymineral 
from any land, the Government may recover from such person: the price of the 
mineral so raised, or where such mineral has already been 4ispo~ed of, the 
price thereof and royalty etc._ may be realised. As per the Government 6f 
Orissa, Steel and Mines Department's order of March 1998 all kinds of ores 
and minerals seized in the fieid should. be disposed of within 'three months. 

. . 
. ,- ' . . . ' ' ·i. ·.: . . 

47 . The blasted materials containing ore with other foreign materials brought to the crushing planUm!. 

48 . . Joda and Koira. 

49 Jilling ILongalotta Mines of M/s. E.M.[. ILtd, Jaru1·i IroniMangamese Mines of M/s. Kalinga Mining 

Corporation ILtd, Nuagoan [ron Mines of M/s. K.J.S. Aihnwallia, S.(;.B.K. Mi~es of Mls. O.M.C Ltd, 

Khandabandha [ron Mine of M/s. O.M.C. ILtd, Khandahandha Iron Mines of M/s .. TISCO Ud, 

Jajang [ron Mines of M/s. Rungta Mines ILtd, Sanlndupur iron/Manganese Mines o.f M/s. National 

Enterprises and Ora ghat Mines of M/s. Rungta Sons (P) ILtd. 

50 Deputy Director of Mines. 
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. Under MC Rules, in case of b_elated payment ofmining dues simple interest at 
. the rate of 24 per cent per annum is chargeable from the sixtieth ,day of the · 
expiry of the due date till the default continues. . . 

7.3.:11 Testchecl<: ofthe.records ofJajpur Ro~cl Mining Circle, revealed in 
September2004 that M/s. Tata Iron & Steel Company Limited (TISCO.Ltd,), 
a lessee applied .for second. ret~ewal before expiry of a. mining lease (i.e .. 11 . 
January 1993)over an area of 1,261.476 hectares for chrcimite orein Sukinda. 
Government renewed only· 406 hectares and took. away the possession . of 
855.476 hectares in OCtober· 1996 from the ·lessee and handed· over· the 

· pos~ession 'to :M!s., Oriss.a Mining Corporation Limited (OMC Ltd.} as . 
custodian. Subsequently Govermnent leased ou:t .89 hectares out of 855.476 

hectares to M/s. Jindal Strips Ltd. in August 200l: DDM,Jajpur Road reported 
in September 2001 that M/s. TISCO Ltd. 'extracted 2,80,933 · MT of 
beneficiable low grade ehromite ore in the area of 89 hectares between 
October 1996 and .May 2000 illegally as i('was.~beyond the, mining area 

·. renewed in .favour. of M/s. TIS CO Ltd. The Cmnpany· did not furnish any 
accounts for the said quantity. Government of Orissa, Department of Steel & 
Mines in their ordefofl'J'ovember 2003.decidedtohand over 1,88,550 MTof 

· ore to M/s. TIS CO orr payment of two times ·of royalty treating M/s. TIS CO 
Ltd as Jessee:: The Government order to levy two times of royalty was notin 
consonance . with the provisions of the Act ibid. The Department realised 

. Rs.1.47 crore towards two times of royalty on 1,88,550 MT of ore instead of 
realising cost of ore and royalty. This resulted. in loss of revenue of Rs.16.29 
crore. 

Government wortldsustain further 1oss of reven\le towards interest atthe rate 
of 24 per cent per annum,' for delay in raising dell1and.·. 

@ The Department. also detected in November . 1999 unauthorised 
extraction.of63,i68MTofmedium.grade and.3.,640.MT ofbelow low grade 
CbrOmite ore beyond the' area ·covered in renewal of mining lease of M/s 

. TISCO Ltd.'qrtt did nottake any step to raise demandandrealise Rs.9.36 crore 
towards the c~st of ore anq royalty from the les~;e~: for illegal extraction. 

Government would sustain further loss of revenue towards 'inten~st at the rate 
of24pe~ centpeninnum'for defay in raising demancL . . . . . 

7.3.2 Government also proposed to dispose of the balance quantity of92,383 · 
MT of ore valued Rs.8.34 crore out of2,80,933 MT ofbeneficiable low· grade 
chromite· ore:· through public auction .. or to deliver the material to OMC or to 
Mls. TISCO onpayment·ofvalue of the material. The upset price of chrcimite 
~as submitted to the DM51 in February 2004 but returned to the PDM, Jajpur 
Road in April'2004 with' the direction to revise the upset price. As the upset · 

. price was n()t approved; the material had not been disposed ofeven after. q. 

,. lapse of three 'years; This. resulted in non realisation of revenue of Rs~8.34. 
crore worked out on the basis of costprice and royalty. · 

. ' ' 
The· matter ,..was brought to the notice of the, Department/Government m 
February 2005;reply had not been re.ceived (Octqber2005) . 

. 51 IJ)lrectol' of Mines. 
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Under the provisions of MC Rules, an application for renewal of mining lease 
shall be made to the State Govetnment 12 months before the expiry of the 
lease. Mining lease deed shall be executed within six months of the grant order 
or within such further period as the State Government may. allow and if no 
such lease deed is executed within the said period due to ar~y default on the 

. part of the applicant, the State Government may revoke the order grmiting the 
lease. Further under the provisions of the MM(DR) Act, whenever any person 
raises without any lawful authority any mineral from • lmy land, the 
Government may recover from such person the mineral so !raised or where 
such mineral has already been disposed of; the price and rdyalty thereof be 
realised. 

Test check of records of DDM, Rourkela in February 2005 revealed that the 
State Government renewed a mining lease in January 2001 in favour· of M/s. 
Hindustan Zinc Ltd. for a period of 20 years from 26 November 1994. The 
lessee did not execute the lease deed within the stipulated period but applied 
for surrehder of the le~se area in April 2002. The State Gov¢rnment revoked 
the renewal of lease o~der in December 2003. The lessee extracted 2,542 MT 

. of concentrate lead and 3.968:250 legs of silver between January 2001 and 
Decernher '2002. Non execution of lease deed and consequent revocation of 
renewal order made extraction of ore unlawful and illegal. Thhs the lessee was 
liable to pay cost of ore in addition to royalty for ores extracted between 

. I 

January 2001 and December 2003. The State Governinent took over the 
possessionofthe leased area in Jun.e andJuly 2004 without effecting recovery 
of Rs.6.23 crore towards cost of above minerals. · 

After this was poin:ted out in audit in February 2005 the DDM:, Rourkela stated 
in February 2005 that the lessee despatched the ore on pftyment of usual 
royalty before receipt of the revocation order. The reply wt;ts not tenable as 
failure.to execute the lease deed led to revocation of the grant order. As such 
production of ore and their despatch from. mine was illegal f6r which the 
lessee was liable to pay the cost ofthe ore in addition to royahy. Non recovery 
of cost of ore before taking over possession led to loss of revenue of Rs.6.23. 
crore. 

The matter was reported to DMand Government in March 2005. Government 
stated inAugust 2005 that the lessee was allowed removal asper conditions of 
lease as the lessee was working under provision of Rule 24-~ (1) and royalty 
was realised. There is no provision in M&M (D&R) Act, 1957 or MC Rules 
1960 to handle such situation. The reply .is . not tenable since as per the 
admission of the Department there exists no provision in M&M (D&R) Act or 

· MC Rules to handle such situation which is a failure in the sy~tem itself. 
I 
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I 7.5 Unauthorised extraction/removal of iron ore 

The MM (DR) Act, provides that no person shall undertake any mmmg 
operation in any area, except under and in accordance with the terms and 
conditions of mining lease. Whenever any person raises without any lawful 
authority, any mineral from any land, the Government may recover from such 
person the price of mineral so raised, or where such mineral has already been 
disposed of, the price thereof and royalty may be realised. Under MC Rules if 
an application for renewal of a mining lease is not disposed of by the State 
Government before the date of expiry of the lease, the period of that lease 
shall be deemed to have been extended by a further period till the State 
Government passes order thereon. As per Forest Conservation Act (FC Act) 
1980, non forest activities such as mining operation in forest area cannot be 
undertaken without prior approval of the Central Government, even in case of 
renewal of mining lease. 

Scrutiny of records of Koira Mining Circle under the jurisdiction of DDM, 
Koira revealed in December 2004 that a mining lease for iron ore over an area 
of 90.143 hectares expired on 26 August 2001. The lessee applied for renewal 
of mining lease on 27 July 2000 and continued mining operation under 
deemed extension52

. DFO, Sundergarh, however, directed the lessee 
(25 August 2001) not to undertake mining operation in forest broken land 53 

without forest clearance from Central Government. The lessee continued 
mining operation and extracted 1 ,86, 75054 MT of different grades of iron ore 
illegally from 1 September 2001 to 31 October 2004 and kept 13,963.660 MT 
of iron ore in stock as on 31 October 2004. Thus the lessee was liable to pay 
Rs.5.09 crore towards cost of ore and Rs.2.25 lakh towards royalty on the 
closing stock respectively for such illegal mining. DDM neither raised any 
demand nor took any action to stop the illegal operation. 

After thi s was pointed out in December 2004, the DDM, Koira stated that the 
dereservation proposal submitted by the lessee in November 1988 was sent to 
DFO in March 1989 and finally on 22 August 2003 after rectification and the 
lessee worked under deemed extension . The reply was not tenable as the 
lessee operated the mines illegally in the forest broken land. After coming into 
force ofFC Act, without the prior approval of the Central Government, no part 
of the forest land could be used for any mining purpose. Therefore, the 
assessing officer should have raised demand as soon as illegal extraction was 
noticed. 

The matter was brought to the notice of the Department and Government in 
February 2005; reply had not been received (October 2005). 

52 Working of mine pending disposa l of renewal a pplication by State Government. 

53 Breaking or clea ring of forest land for mining purpose. 

54 This production does not include the production of 25,576 MT of fines as the rate of PMV was not 

available with the Department. 
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Under the MC Rules, as amended from- time- to time, in yase of belated 
payment of dead rent, royalty or other miuing. dues, simpl¢ interest at the 
pr<::scribed: rate 55 for the amountin default is chargeable from sixtieth day of 
the expiry of the due date for the period of default. 

Test-checkofrecords of five mining circles56 reve~led b~tweenJune 2004 and 
January 2005 that interest amounting to Rs.4L57 hikh on bel~ted payment of 
dead rent and royalty it;J. nine cases. from J 999-2000to 2003-04: \yas not levied. 

After this was pointed dutin audit between June2004 and January 2005 all the 
mining authorities except DDM, Talcher agreed between June 2004 and 
December 2004 to raise the demand. The DDM, Talcher did not give any 
specific teply: However, DM stated in April 2005 that R.s:3.30 lakh was 
realised in three cases in respect of Minirig . Officers, . Baiipada and 
Bhawanipatna. 

The matter was brol.;lght to the notice of the Departm·ent/.Government m 
March2005; reply had not been received (October 2005). · · 

- .· . . ,. . . . ' ... 

As per provisions ofthe MM (DR) Act, read with Governmentoflndia (GOI), 
Ministry of Mines in their notification of September 2QOO, royalty on 
manganese ore and concentrate was fixed -at three per cent al;ld one per cent 
respectively. of sale pr.ice on ad valorem basis.· GOI, Ministry of Mines issued 

. guideli11es in April 2003 according to which the_ State Gov~rirment shall add 
20 per cent to benchmark value published by the. Indian Bure;au of Mines for 
individual mineral for reckoning the sale price for compuhhion of royalty. As 
per Goverinnent of Orissa, Mining and Geology Departm~nt notification of 
August 197 4, ·the Mining Officer shall make. quarterly verifiqation of returns 
furnished by the lessees and shall raise demand for differential royalty, if any, 
as soon as possible after expiry of each quarter. . . · · 

Test check of records of Koira Minlhg Circle revealed in D~cember2004 that 
the lessee M/s. TISCO Ltd. paid royalty amounting to Rs.l61.47 lakh for the 
:period 2003-04 .af theprerevised flat_ rate_on his self assessment 'instead of 
Rs.39.21lakh worked out on the basisof royalty on benchmark valueasper 
the guidelines of GO I. The assessing officer did not check the .returns properly 
and made incorrect assessment ofroyaity which Jed. to short realisation of 
royalty ofRs. 22,74lakh. -~- -

After this was pointed out in audit in. Dece:tnber 2004: the DDM agreed :in · 
December 2004 to assess royalty as per audit observation. 

The matter _was brought to the notice of the Department(Government m 
March 2005; reply had not been received (October 2005). 

.. . ' 

55 15% w.e.f2 October 198H.nd 24% w.e.fJ-Aprill991. 

· 56 Bhawanipatna, JBaripada, Koira, Kora·put and Talcher. 
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Highlights: 

(Para-8.2.8) 

(Para-,8.2.9) 

(Para-8.2.1 0) 

(Para-8.2.11/ 

(Para-8.2.12) 

(Para-8.2.13) 

8.2.1 . hiterest receipt is one of the major sources of non tax revenue of the 
State .. Government in pursuance of its policies for achievement of various 
objectives, grants loans and advances to local bodies,: public sector 
undertakings (PSUs), co-operative institutions and individuals including 
Government employees. Loans and advances sanctioned; usually carry 
different rates of interest fixed by the sanctioning authorities I.<:eeping in view 
the purpose of the loan/advance. These are required to be repaid within the 
stipulated period in periodical instalments along with interest The terms and 
conditions such as periodicity of instalments, rate of interest, the mode and 
manner of repayment of principal and interest are specified in the sanction 
orders of loan. In case of default in repayment, penal interest is leviable. 

Detailed guidelines were issued by the Financebepartment (FD) in January 
1995 and August 1997 regarding monitoring of loans and ad varices, timely 
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.·. ·:r~payment pfprincip~land· interestthereqn;~ni~int~nan~e oflmm ledge~s.·etc .. · 
.·· _Under Chapter J3 .of•,:Drissa (}erieral Fin8lJ.CiaL Rui'es . (OGFR} ·Vol:. I, 
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· ···· andiriterest •. etc. have been prescribed; 
- ' _. - • ' • - • ' ' • : • - - " c ~ ;_. ; ••• : ' • • ' ' 

,. ·.··f·r' ,,, : ·.: .· '~>)·. :.':. '. 

@' to. exaiJiirie the extepf of revenue.lo's~. due td; short/non le}ry9fintetes(o1(1 
·- loans,;· : : ') · __ · · 
•.·.· . ·:. • :· ':'' .. I • , . . ·.' . . . , · ... , · .. .._.,-... · , ·. ••· .. ·.,,;;: 
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· of records. . . · .. 

"! ,·; 

. . :. ~' . ·. . 
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. . ~ . ' . . . .. ' -- .- ,.. ~ . - . ... -. ' .· . .' _, __ .. ·. _.. .. ' . " 
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.19'96-97~. regardiJig' '110ll .. COPiplianc~ J~. tpe: pr()\flsio!ls.··.C>f'()GFR. and:'}'D .. 

~·-- :· ·, .. qjrculars iss~ed fromthne to tim~ on:ihe _Joan pqli.~y'on ieaJisition of interest 

";A!~r:~J~:J§i~~t~:!~+~~~z~~tmk~ii~~~~t*i~{~~~t 
· 7003-04 wa~ condvcteg])etween M~y 20Q4aiidAppJ 2005 m. rune . out of25 
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Government of ·Orissa. The review has been finalis~d takin:g into account the 
Department/Goverrimenfs views that emerged during the ARC. · · 

. . - . . . 
. . 

8.2.5. As per the p~ovisions ofthe Orissa Budget Manual, estimates of 
. revenue receipts shol!ld shO\y the amount expected to the n;:alised for theyc:ar. 

Calculation should be. based upori the 'actual demand inch.l.dirg any arrear for· 
past years and the probability of their realisation duringi the year. The 
Controlling Officers of the administrative departments are required to submit 
departmental estimate of revenue .to the Finance Department. The budget 
estimates (BEs) and actualcollection of interest receipt during the perio~l from 
1999-2000to 2003.,.;04 were as under: · . ·· . ' · · 

It would be seen that the variation between .BEs ancf acfuals ranged from 
minus 2. 70 to 398.12 per cent. ActuaLrealisationin the year. 2002~03 was not 
taken as an indicator.for preparation· ofbudget estimate for the year 2003'"04. 
The Finance Department stated in May 2005 that due to: continupus loss, 
sickness and closure of unviable borrowing organisations, the budget targets 
could not be achieved. The reply was not tenable . iri view of specific 
requirement of realistic assessment· of ability of loanee .to ~repay before the 
loans are sanctioned . in terms. of guidelines issued in , August. 1997. The 
increa~e in interest. receipts. during 2002-03 and 2003.,04 wa~ stated to. be due 
to lumpsumpaymenfofl{_s.50.68 crore by(JridCorporation pfOrissa Limited 
(GRIDCO) in 2002-03 a11d Rs~14:5 crore by GRIDCO. arid Oriss~'Mining 
Corporatim1 (OMC)in 2003":04~ · · · · 

It was further noticed that BEs werei not prepared as per the provisions of 
Orissa· Budget Manual. The budget estimates were prepar~d by ·the FD by 
taking actuals of the last three years and anticipated receipts1for the year. The 
controlling officers ofthe Department did not.prepare and submit the budget 
to the Finance Depart1Tlent. . · · 

.. I" 

· · 8.2;6 . As per Fina11ce Departm~nt Memor~mdlim 1997; FD. is 
required to monitor t~e loans to ensure tini~ly recovery; :e:ven after a lapse of 
seven years,. FD is n.ot in a. position to. funiis}1the . departmentwise ol1tstanding 

. . .. ' '· ·. ,.-.. .· '.. . ,. : ... '-··f 
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position of loan (Rs.3;8?L38 crore)and interestacciued thereon. However, as 
per Finance Accounts of the Government; ou~standing.loan position of the 
State during the last five years was as under: ' 

The total arrear loan under different heads pertaining t.o all Departments went 
up by 223 per cent during last five years and st~od at Rs.3,831.38 crore as o:h 

' 31 March · •. 2004. ·Although the. FD. is entrusted with the responsibility of . 
:, , :,· . I - . . ':. 

monitoring: the loans; jnformation regarding the amountof overdue principal 
and interes,t accrued thereon, as well as Department/loanee wise outstanding 
position of:theloanswas not available.withthe Department. 

@J Test check cif records of nine Departments59 ill. April _2005 revealed. that no 
Department e:X:cept·FD maintained loan ledger as.a result of which.details of 

•· sanction order number, . illnOunt of loan: sanctioJiled, rate/pen~ll rate ofi11terest, 
petiod_of repayment/moratorium period, amom,lt due, collection ancr balance 
GOUld not pe ascertained: in audit. The administrative departp1ents failed to 
monitor leyy. arid Cqlle'dio11 of instalments of repayments to'-"ards principal 
and interyst due to non mfiintenance of loan ledger and other details qf loa:u: 

S;2,7 fucontraventibn'c)fthe guideliri~s issued by FD inJanuary1995, seven 
out of nine Departnients test checked did not maintain year wise position of 
outstanding interest. Only two to five out of 25: loan sanctioning Departments 
furnished annual statements of loans and. interest to· FD cj.uring the period 
'tmd~r review as under:. 

. . 
. ' ' •'• . . .· 

•' '. ' ·I 

··As. the FD! could not work out department/year wise .outstanding position of 
loans and the interest accrued thereon, the actual position ofloan and interest 

' I _._ . ' . ' ' . . 

-59--,--A-g-ri-cll...,.llt-u-re-, E....,.n-e-rgy-,-F-in-.ac"""nc-e,....,.F-ood S~pplly ,.&. Consumer,Welfare, Rndustry, IHlandloom & Textiles., 

~rr & SC D~nlopment ,Steel & Mines ~nd Housing & 1!Jrba111 D~velopment Departments. 
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could not be reflected in the Finance Accounts. As there was no maintenance 
of the required records by six Departments, total interest outstand ing in a 
particular year could not be ascertained. However, the position of outstanding 
interest in respect of six60 out of nine Departments test checked was worked 
out in audit on the basis of progress reports, sanction order statements and 
cumulative balances as detai led below in the table: 

( R 1111 ees in C r ore_l 
Name of the 
Department Outstanding interest 

Up to 1999-00 2000-0 I 2001-02 2002-03 2003-04 Total 
31-03.99 

( I ) (2) (3 ) (4) (5) (6) (7) (8) 

Agricuhure 4 1.66 5.00 5.16 5. 19 5. 17 5. 19 67.37 

Energy 11 1.61 86.28 102.60 186.57 25 1.28 21J9.53 I ,037.87 

Steel and 
0.55 3.99 -U4 Mmes 

. . . . 

Textile & 7.61 1.29 0.57 1. 16 1.50 2.90 15.03 
Hand loom 

SC&ST 1.1 6 1.88 1.88 1.89 1.90 1.90 10.6 1 

Industry 15 .33 7.49 6.24 5.44 3.56 0.36 38.42 

Total 1,173.84 

I Sanction of interest free loans resulting in loss of interest 

8.2.8 Orissa General Financial Rules and loan policy of the Government of 
Orissa does not provide fo r sanction of interest free loan to an y organisation 
for any purpose. 

Test check of records in two61 departments revealed that during 1999-2000 to 
2003-04 interest free loan of Rs.57.74 crore was sanctioned and paid to 30 
organisations for di fferent purposes. The loans were recoverable in three to 12 
annual instalments. This resulted in loss ofRs.l 1.47 crore towards interest as 
of 3 1 March 2004 computed on the basis of lowest rate o f interest charged by 
State Government on loans. 

After thi s was pointed out, Finance Department accepted in June 2004 the 
audit observation regarding non ex istence of codified gu idelines to grant 
interest free loans and stated that in view of the financial incapabil ity of the 
sick PSUs for repayment o f the guaranteed loans, Government settled the 
cases by granting interest free loans. The reply was not tenable as sancti on o f 
interest free loan was not covered under the loan policy of the Government. 

60 Finance Depa rtment has maintained the year wise position. 

Food upply a nd Consumer Wei rare Depa rtment has no outstanding loa n/interest. 

61 Finance and Industries 
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8.2.9 As per the provisions contained in FD ·circular of August 1997, the 
loan sanctioning authority is required to maintainloim register·in a prescribed 
format and tcike timely action for recovery of loari arid interest by way of issue 
of demand notices. IiY case the loariee fails to 'discharge the liability in time, 
suitable· legal action should • be initiated im111ediately. The circular also 
provides for realistic as13essment of the ability ofthe loanee before the _loans 
are sanctioned. 

e Test· check of records of Energy Departrilerit ·revealed in· 
. February2005 that while raising demand against OHPC62 1nMarch 2004for 

the years 2002"03 and 2003-04, the Department incorrectlycomputed the 
interest as Rs.73:05 crore on the loan ()f RsS(0.36 crore against Rs.145:97 
crore at the prescribed 'rates ranging between 9.8 and l3.~per cent:This 
resulted in short levy of inten::st of Rs. 72:92 crore. Besides, interest of ••·· 
Rs:497.51 crore demanded as of March 2004 als6 remaill.ed unfea]ised 
(October 2005). 

. . . . . . . .. . ·. . . - ~ 

. After this w~s pointed dutiii February 2005; the Dep~rtn1ent admitted the 
: error and agreedto rev!se'the'delp.and. ' . . 

·a . Test check of records of~~SC.hedule Tribe arid Schediile C<lste (ST & · 
SC). Development f>eparttnent r~yealed that Joan of Rs.10.2~:. crore was 
sanctioned in March 1999 in faV,oti{< of TqbaF Developliiertt Co-operative · 

•' ·. ·. ' . ' . . '\ ,' '· ' '.·: . . . ... :' ' . . · ..... 
Corporation (TDCC) Ltd. for repa)'1Ile11t of their. outstanding loan with State 

- Bank of India. The Jocui ,was recov,erable 12 yea:rly ii1stafments With 15 per 
(;ent interest.. Though -the instahnedt{ ~f principal and interest were dl1~ .for 
repayment with effect'frop1 Januart2001, the>CotporatioJ:l-~did notpay the 
dues as e of Marcir- 2004. 'The. Depart1ll~nt did not +aise demand of Rs.l2.70 
crort:: towards principal··(Rs. 4.26 ¢~ote) and Interest (Rs.8A4, crore) as of 

· March 2004; , . r 

After this was pointed out in March 2005,th~- pepartm~nt stated~11-A~ril 2005· .. 
thai demand for_ principal and interest was 1lotr~ised.·due·to_poor· fin~meial. 
position ofthe TDCC a1ld on the request oftl+~ Corporation; a proposal for 
sanction-of;freshgrant to·'square·up the loanliabHitywas se11ftOFD;Thereply· 
is not tenable in view of the conditions prescrib~dforrecovery ofloan.;. ' . - . 

• - -. c. c ' 

8.2.110 Th~· Government'of Orissa vide Office Memoranduiu of October 1975 
decided that ways and means advance may be given to the deserving 
Government Companies, Corporation.s and Undertakings subject to . 
availability of funds and te'rm13 and-conditions specified therein. The advance 
is required to be recovered withi.n the financial year in which it was paid. In 

~ . . - - .. 

-62 Oriss~ Hydro !Power Co.rporation .;· .•. · 
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case .of def~ult by the loanee in respect of the loan and/or pa:Ym:ent of interest 
such amount shall berealised as arrears of land revenue. 

·Test check of records, in FD. revealed that ways ·and means advance of 
Rs.58.22 ~rore were sanctioned to seven organisations63 between June 1999 
and January.2003carrying .. interest at.the rate.of18 per cent including penal 
interest of three percent. Three organisations64 repaid principal amounting to 

·Rs'.l0.65 crore (against Rs.l3.30 crore) and did not pay inter~st. However, the 
Departme~tdid not take any action to recover the entire dues while r~ieasing 
fresh grant/assistance. This resulted in non realisation of lqan of Rs. 47.57 
crore and interest of35.54 crore asofMarch 2004. ! 

. I 

After this . was pointed ·out il1 May 2004, the FD agreed ip April 2005 to 
recover the outstanding. dues from loanees at the,time of release of budgetary 
provisions. 

® .. U~der the pmvision of FD . circular . of August i 997, administrative 
depart!llent shall take timely action for recovery of loans .and interest by way 
~f issue of demand notice. As per para 209(2) of OGFR Vol-~ and FD c1rcular 
of September) 993, in the event of default in .repayment of principal or interest 
a penal r~te of ·interest over and·· above the no111Jal rates is; leviable on the 
borrowing orgariisat1on as specified in the sanction order. In :case, the loanee 
fails to discharge the liability in time,· legal ·. action sho11ld be initiated 
immediately;·. Further, the· Govel1111i:ent .vide notification.· o'f January 2003 

. decided:tllat (i) moratorium on debtservicingby GRIDCO and OHPC to State 
Goverrini'entwciuld be allowed from the fimiricial year 2001'-02 till 2005-06 
except the· amount iJlrespect ofloan · fr<;>m ·World .Bank to th~ extent the State 
government is requ{r~d to pay to the Ooverninent of India (!JOI), (ii) World 
Bank loan would: be passed on by the State Governm.ent to GRIDCO and 
piSTCOS at70per ~ent loanat the.rateof13, per centint~rest per annum and 
30 per cent would be grant (iii) GRII)CO shopld take prorript and effective 
action for payment ofinterest towards World Bank loan. Ini case of default, 
this should be aqjustedout of the releaseto GRIDCO. · 

:Test check of recorqs .ofEnergy Delmrtmen(teyealed thatlocills of Rs:915.05 · 
~rcire weregranted to five organjsations65 between 1999,.2000;and 2003:C04 for 
Power $ector Reforin Project. Work. The loaris .were· recoverable in 10 ~nnual 
instalments ··afte{nio~atorium of five years with 13 per, cent interest. In the . 
. event of default in payment of i~stalments, penal interest of 3'. 5 per. c~nt. over 
and above the nonrial rate was also .leviable .. Though the D~p~rtmeht raised 
demand for repayment 9f loan/inte~:est, the lo~mee organisatiops did not repay 

-the dues. No further action to recover the dues was taken by ihe Department. 
This resulted iri non realisation offnterest ofRs.l57.83 crore l;Jeing interest on 

· 70 per cent· of tile World Bank loan payable :fiy:'fue-s~do~enlinenttC> GOI 
\ .. 

63 ··. O~issa State Co-operative and Rurai~~veiopment Bank, Co~operative Sugar ~ndustry, Nayagarh, 

Industrial Jl)evelopment Corporation; Qrissa Textile Mill, Sarala Weaver Co-t/perative Spinning 
. . . ' : . . . . ~ ' ' 

Mill, Askil Spinning Mill ani! Kali Co Spin; ,, .. : 

64 Co-operative Sugar lridu~try, Nayagarh; Industrial DeveRopment\Corporatioti, Calico Spin. 
' • _ ' -_ _ • _ ~ ' • , • • •• • • • • 0 • : _ • • -. : • I . 

65 GRmCO, CESC(), NES~O, WESCO,SOUTHCo· 
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in' terms o£ notification: of January 2003 ibid, besides penafintetest of 
Rs.57.70 crore was also payable for default in payment of the du·es. · 

After this was pointed out, the Department wP;pe agreeing ti> levy the penal 
interest stated in June. 2004 _ that- as ·per Governinent Notification of 
January 2003 moratorium on debt .·• s'erving was extended to .. the 'loanee 
organisatiol)S up to 2005-06. The reply was .not tenable . as the ~xtended 
moratorium period was not applicable in case ofWorldJ3a11kloails. 

8,2;11 GQfreleases filnds for various purp·oses to the State Governmenfwith 
the condition to. disburse the same to the implementing e1geJ].cies within seven 
days of r.elease by GO I. 

'Fest check :ofrecorcis of three Dep~rtments66 . r~vealed that.· ouf6f Rs.92451 
· crore released by GOI during 199.9-0Q to20q3.:.04 _only Rs.922;60 crorewas 
. disbursed tqth~_implerpenting _agencies.67 As; the loans relea~edbyGOlcarry 
interest ranging betwt'(en 10.5 per c~nt and: 1} per cent; the delay in 
disbursement resulted in loss of interest of Rs. 56~ 81 crore. · · · 

After this was pointed out, the admihistni.tive·departments staJ~d tha(the delay 
occurred du.e to the. time taken. for obtaining con9u1TeJ:lc.y ofED, unfavom;able 
ways and means -positiortof the State, delay il1;·makingbudg~tprovisions as· 

' ' well as execution of agreement with the borrowing organisations. 1:Iw· reply 
was noitenabh~ as delay in releasing the .fund beyond seven. days contravenes . 

. the condition ofGOI sanction order .. FD may devise asystem to releas,e, the 
funds within seven days of their release by GOI.. ) . /.r . 

8.2.12 As per provision :coritainediri Rule 205(V).of/QGFR VoL-I, _unless 
otherwise specifically· stipulated, interest shall he the first charge >on 
repa~ent. _·· 

' . . . 

Test check ()frecords in FD,revealed that two68 'iwplementilig agep~fesr(:lJaid 
Rs.20 -. ctote between April 1999 and January)OOO. Howev:~r( while posting · 
these credits in th~loari leqger the FDincorrectly adjust~d th~ ainount towards 
principal instead;ofcreditirig into interest accounFfirstas'tequired under the 
provisions of OGFR. Incorrect adjustment of this aJ110Unt resulted in loss of 
interest ofRs.2.74 crore. ' · · 

_, .. ' 

•· 

66 IEnergy, JH[ousing & Urbim ll)eyelopmentand)<'ood Sllpplr andConsuro'erWelfare Department. 

67 . GRBDOO, CIESCO, NIESCO, so~tJH[Co;'wJEsco, oscsc and Urbani Local Bodies._ 

68 Hmlustrialli)evelopment Corporation (lliDC) & Orissa JHlydro lPower Corporation (OI!fli'C) 
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·After this Was pointed out in May 2004, the Department stated in April2005 
that due to unsound financial position of the PSUs, the ambunt paidby the 
units was adjusted towards repayment of principal. The reply:is. not tenable as 
adjustment of repayment towards principal before adjustmerit of interest was 
against the codal provisions. ' 

i. 

8.2.13 As per provision contained in Rule 205 and 207 of OGFR Vol.,.I, no 
loan shall be sanctioned before the loanee furnishes ·a writtep undertaking of 
acceptance of the terms and conditions. Further, para 5 of the FD circular of 
August 1997 stipulates that the sanctioning authority shall not draw the loan 
until a bond in the specified proforma is received from the loa:nee. · 

Energy Department sanctioned loan of Rs. 15 crore .to G:iUDCO between 
November 1999 and January 2000 from Calamity Relief Furtd for repair and 
restoration of power supply in the cyclone affected areas without furnishing of 
requisite bond and finalisation of terms and conditions. DisbMrsement of loan 
without completing the requisite formalities/terms and conditions resulted in 
n:on realisation ofintere·st ofRs.8A5 crore as of March 2004 worked out atthe 
rate of 13per cent per annum applicable to similar loan. . 

After this was pointed out, the Department stated in April 20:05 that the terms 
and conditions could not be finalised due to pending decision to convert the 
loan into grant. The reply is not tenable i:ri · view of circular of FD of 
August 1997 and provision of OGFR. 

8.2~]. 4 As per Para 209 (2) of OGFR Vol. 1 and FD circular of September 
1993, in the event of default in the repayment ofprincipal oi- interest a penal 
rate of interest over and above the normal· rates is ltwiable on the borrowing 
organisations as specified in the sanction order. 

Test check of records revealed that Industry Department san~tioned two loans 
to two organisations69 between March 2001 and March 2002 for various . 
purposes. The loans are repayable in four to nine years including moratorium 

. . . . I . . . 

period of one year with 13 to 15 per cent normal rate ofinter<:(st.·Inthecase of 
default in payment; penal interest at the rate of 1.5per cent was leviable over 
and above the normal· rates. Though the organisations did not repay the 
instalments, penal interest ofRs.1.921akh was not levied as ofMarch 2004. 

After this was pointed out, the Department agreed to levy penal interest 
against the defaulting organisations. , ., 

-i. 

69 Mfs. Orissa State IFinimcial Cor.poration and M/s. Orissa Small Industries ·d~poration .. 
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G6verrllri~~f . . •. _· . ·· ...•. · ·_ ol .. E~~r~y- '\~ide,:;_l16tifi((atibn of _•· . 
Jbecemhei'2obt · .... ·. ,~., .. -~ ·_.··•_···_ .· •. ·. ~~stirtg and'insp~di~~: ofinstaUations 

... u ... v.'"'""'··As,p6i th~-notification, distrib;lltion_ ccnnp~ies 
... _._._._i'_· .. _.·._aC_ ••.• fO···-~llll:feeqC:ltl-l_iO?nedS·.-~.iatn()d, ""'"""T""·,·,.,. feeS from domeStiC ahd C()lhhierCial service 

aet:,OSl•rLtl1.-Y-·A·-· with the Govbrriinent. ' r ' ..... · 
).' ~ ·,. ·. _...; .. 

__ , ~ . . 

·Test: e~es~ · bft~~ofcisi' of· 'tfu.~-e~11 Electiicai -.• Gspectot~ . (~I), Teveal~d :· in 
.. Febru~y:~.gqo's th~tx}()iclemarid for collection of inspection fees ofRs. 5.87. · 

c~ore 'fol"~lh:~'ye3.r~ •20Q2-03 and 2003-04. was r~ised against. t~ee distributi()ll. .. . . 
••. companie~r;As ~r~~l1Jf,-tll,ere.was non levy ofinspection feesofRs.5.87cror¢ .. 

• ·•. -.',- . - .. ·'- ···'·· ,, ••. -.·· .-_ ·' . -: r· . . _. . ., ,• . . ' • 

:-!. __ ,- __ 

.. --, .. 

' . The·· n1~ti¥,r}:\VM'}epOrt~d. to·chie'f ~Jectrical 'tiispector (CEI)/Qovernment.·in ._ · 
J.\1arch;~·oos). CEI stated iii July ~005 · tl1at demlln~ltowards inspection fees was. 
raised/,Eip::rtreply:on r~alis~tiorl. had'not beenreceiyed{Octob~r2005), _.·._. · .. 

o. .. + ... ,.,,,h·.· ... Rlii~s (IER) '1956; provid~ that whe1f an installation._ is 
cmmt:~cu~o· tg thf:\ii~pply ·system of thy supplier; every ;such installatio~ · 

benet:10c1lc::tllv· ··_ itlspect~d ancl·. tested. either by inspector o:r by th~ supplier 
· · · . St~te Goverillrient.. The rate of fed· payable for· the 

'<cate:gone:S}i()t u.w .. .uu••uvu .• which . 'subject to inspection periodically :was 
. . t\nerg)r: >Uepattm . .iP. ··.• September · 199 i .. · and revis~c( in 

· · March. 2002. 

:,Jesf;chec¥:9rr~c9l"d~j,6fpe}:mty.Electrical Inspector (Dy; EI), Angul. and 
)j~1llaiijodVin Febni4&:2Q05. reveai~d that Dy. EI, Angul.levied insp~ctjon 

i;,J'ees-fort~.eyeat~g6q2.,03.and·2003-04.at··the pre revis~d rate instead of 
teyised .taty{oi-'suhstatib.ns ofdistrihution companies. This resulted in short 

·· .. ievyi of inspecti9n ·f~~s bf Rs. L95. _crore .. The Dy. EI, Dafuartjodi . did not 
. ineludech~rge,s .for' &etvice connection of Rs.3 9 lakh while_ raising· demand for 
inspection,?fd:~~: -~s ~:tes~i!,, Gov~mment sustained loss of revenue of R~.2.34 

-_.crore towarcis_ln§p~ctiO:~~fe~s. · · · · · · · 
·:· 

Th~ fua~~r \V.¥{r~p:drt~418 CEI/(}()y~rpment inMarch 2005; GJElin June 2005 . 
. agreed to raisbdem~d?~rrevisedtate. '' . . . . . . . . . . .. . . . 
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Audit Report (lit;venue Rf!ceipts) for the year ended 3lftlarch 2005 

After this was pointed out in audit in February 2005, the EI; Balasore stated in • 
June 2005 that the licensee NBS CO- agreed for payment ofelettricity duty-and 
an amountofRs.32lakh deposited towards arr~ar ED. · 

The matter was;Teferred to Government in March 2005; reply had not been 
received (Octobet~~pos). -

@ Test check :of records ofSE (Project), Generation Cir6le, Keonjhar in 
September 2004 re:v,ealed. that ED of Rs.57 .90 lakh was realised from an 
industrial consumer at the rate of 12 paise per unit for consumption of 6.63 
_crore units of energy-between June 2003 and March2004 as against Rs.J 32.67 
lakh ~t the revised rate of 20 paise.per unit. The-unit was ava~ling exemption 
prior to 11 'iune 2003. This resulted in short realisation of Rs.64.67 lakh 
towards ED. Further interest of Rs.3.03 lakh calculated as ofMarch 2004 is 

- also payable on theout~tand,ing dues. No demand was raised for realisation of 
Rs.()7.70 lakh towards :Bp including interest. ; · 

. . - -- ' . . . 

The matter was reported to the Department and Government in October 2004; 
reply had not beenreceiv~9 (October 2005). ' 

As per Industrial Policy, 1996 industrial units engaged in iron and steel 
processors including cutting sheets, bars, angles, coils, MS sheets~_ e!C: are not 
eligible for exemption rrom payment of electricity duty.-. - ' ' - -

·····'·. 

Test check of records .bf Electrical Inspector (EI), Bhubaneswar revealed in 
February 2005 that M/s: Prinik Industries Private Limit~d engaged in 
manufacturing ingots from iron scrap in the process of cutting, melting and 
casting was allowed exemption from payment of ED of Rs.27.18 lakh for the 
period between 13 September _fOOl .and 31 March 2004. :The unit being 
ineligible, grant of exemption from payment of ED was irregular which 
resulted in loss of revenue ofRs.27.18 lakh. 

·After this was pointed out in Fe~ruary 2005, the EIBhubane~war stated that_ 
exemption was granted on the r'f-commendations of District Industry Centre. 
The reply was not tenabl_e as thW; EI allowed exemption to._ at;1 ineligible unit 
without bringing it to the notice of the Industries Department. : - . 

The matter was reported to Government in March 2005; replyhad not been 
received (October 2005). · 

Section 62 of Orissa Co-operative Societies (OCS) Act 1962,i read with Rule 
57 of OCS Rules empowers the Auditor General of Co-opetative Societies 
(AGCS) to cause audit of accounts of such societies which haye been assisted 
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by State Government in any manner by one or more auditors authorised by 
him. The co-operative societies have to pay fees to the State Government 
towards cost of audit at the rate prescribed by AGCS with approval of the 
State Government. 

Test check of records in the office of AGCS in January 2005 revealed that 
Orissa Milk Federation (OMFED) did not pay Rs.l2.79 lakh towards audit 
fees for the years 2000-01 and 2001-02. Although a profit ofRs.l5.58 lakh in 
2001-02 was exhibited in Profit and Loss account of OMFED, yet audit fee 
remained unrealised from the Corporation. 

After this was pointed out in audit in January 2005, the AGCS stated in 
June 2005 that OMFED paid Rs.5 .82 lakh for the year 2000-01 in the month 
ofMarch 2005. 

The matter was reported to Government in January 2005. Government in 
July 2005 confirmed the fact of payment of audit fee for the year 2000-01 . 
Realisation of audit fee for the year 2001 -02 had not been intimated 
(October 2005). 

Bhubaneswar 
The 2 3 DEC 2005 

New Delhi 
The 

Countersigned 

(Nand Kishore) 
Accountant General (CW & RA) 

Orissa 

(Vijayendra N. Kaul) 
Comptroller and Auditor General of India 
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