
111 I I II 

-·- -· --. - . =- - : ......;. - -

Report of the 
Comptroller and Auditor General of India 

• J 

on 

Revenue Sector 
for the year ended 31March2015 

Government of Il1ryana 
Report No. 1 of the year 2016 

I I 11 



I 

© COMPTROLLER AND 
AUDITOR GENERAL OF INDIA 

www.cag.gov.in 



- q7t f<. ftli ~ 
' ···· ·· ······· 

Repor t of the 
Comptroller and Auditor General of India 

on 

Revenue Sector 

for the year ended 31March2015 

Government of Haryana 

Report No.1 of the year 2016 

I 



.. t 



TABLE OF CONTENTS 

Reference to 

Paragraph Page/ 
Remarks 

Preface v 

Overview vii-x 

CHAPTER-I 

GENERAL 

Trend of revenue receipts 1. 1 1 

Analysis of arrears of revenue 1.2 5 

Arrears in assessments 1.3 6 

Evasion of tax detected by the Department 1.4 7 

Refund Cases 1.5 7 

Response of the Government/Departments towards 1.6 8 
audit 

Departmental Audit Committee Meetings 1.6.2 9 

Non production of records to audit for scrutiny 1.6.3 10 

Response of the Departments to the draft audit 1.6.4 10 
paragraphs 

Follow up on the Audit Reports-summarised position 1.6.5 11 

Analysis of the mechanism for dealing with the issues 1.7 11 
raised by Audit 

Position of Inspection Reports 1.7.1 12 

Recovery in accepted cases 1.7.2 12 

Action taken on the recommendations accepted by the 1.8 13 
Departments/Government 

Internal Audit 1.9 14 

Audit planning 1.10 14 

Results of audit 1.11 15 

Position of local audits conducted during the year 1.11 15 

Coverage of this Report 1.12 15 



Report for year 2014-15 (Revenue Sector) 

Reference to 

Paragraph Page/ 
Remarks 

CHAPTER-II 
" 

T AXESN AT ON SALES, TRADE 

Tax administration 2.1. 1 17 

Result of audit 2. l.2 17 

Performance Audit on "System of Assessment 2.2 18-38 
under VAT" 

Incorrect benefit of ITC on goods not sold 2.3 39 

Non levy of interest 2.4 39 

Non levy of additional tax ( urcharge) 2.5 40 

Non/short levy of tax due to incorrect classification 2.6 41 

Excess allowance of deposit of tax 2.7 42 

Non levy of tax on sale of chemicals 2.8 42 

Short levy of tax Qn sale of pipes 2.9 43 

Non levy of additional tax/penalty for misuse of form 2. 10 44 
VAT D-1 

Evasion of tax due to suppression of Sales 2. 1 J 44 

Non levy of tax on sale of HOPE pipes 2. 12 45 

CHAPTER-Ill 

ST A TE EXCISE 

Tax admi ni stration 3. 1.1 47 

Results of audit 3. 1.2 47 

Non/short recovery of licen e fee and interest 3.2 48 

Non levy /recovery of penalty for illegal 3.3 49 
possession and trade of liquor 

CHAPTER-IV 

STAMP DUTY 

Tax administration 4.1 . l 51 

Re ults of audit 4.1.2 51 

Short realisation of stamp duty due to 4.2 52 
misclassification of documents 

II 



Table of Contents 

Ref ere nee to 

Paragraph Page/ 
Remarks 

Short levy of stamp duty due to app lication of 4.3 53 
incorrect rates of immovable property 

Short levy of stamp duty due to application of non 4.4 54 
prime rates on land containing prime khasras 

Short realisation of stamp duty due to registration of 4.5 55 
documents on the basis of old agreement 

Eva ion of tamp duty due to undervaluation of 4.6 56 
immovable property 

Irregular exemption of stamp duty 4.7 57 

Undue benefit through reduction in Stamp Duty 4.8 57 

CHAPTER-V 

TAXES ON VEHICLES, GOODS AND PASSENGERS 

Tax admini stration 5.1.1 59 

Taxes on vehicles 5.1.l.1 59 

Pas engers and goods tax 5.1.1.2 59 

Results of audit 5.1.2 59 

Recovery of Goods Tax and Passengers Tax under 5.2 60-63 
PPGT Act, 1952 

TRANSPORT DEPARTMENT 

Collection of revenue from outsourced activities IO 5.3 63-67 
Motor Vehicle Tax 

Suspected misappropriation of Government Receipt 5.4 67 

CHAPTER-VI 

OTHER TAX AND NON-TAX RECEIPTS 

Tax administration 6.1.1 69 

Result of audit 6.1.2 69 

MINES AND GEOLOGY DEPARTMENT 

Non/short recovery of royalty and intere t 6.2 70 

iii 



Report/or year 2014-15 (Revenue Sector) 

APPENDICES 

.Annexure Particulars Reference to 
Parauaph Page 

I Position of paragraphs which appeared in the 1.6.5 73 
Audit Reports and those pending 
discussion/replies not received as on 
31 October 2015 

n Details of PAC recommendations for CAG 1.6.5 74 
Report (Revenue Receipts) outstanding as on 
31October2015 

III Details of PAC recommendations for CAG 1.6.5 75 
Report (Revenue Receipts/Sector) outstanding 
as on 31 October 2015 

GLOSSARY 77-78 

iv 



PREFACE ] 

This Report of the ComptroUer and Auditor General of India for the year 

ended 31 March 2015 has been prepared for submission to the Governor of 

Haryana under Article 151 of the Constitution of India. 

The Report contains significant findings of audit of Receipts and 

Expenditure of major Revenue earning Departments under Revenue Sector 

conducted under the Comptroller and Auditor General's (Duties, Powers 

and Conditions of Service) Act, 1971. 

The instances mentioned in this Report are those, which came to notice in 

the course of test audit during the period 2014-15 as well as those which 

came to notice in earlier years, but could not be reported in the previous 

Audit Reports; instances relating to the period subsequent to 2014-15 have 

also been included, wherever necessary. 

The audit has been conducted in conformity with the Auditing Standards 

issued by the Comptroller and Auditor General of India. 
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OVERVIEW 

This Report contains one Performance Audit on "System of Assessment 
under VAT" and 23 paragraphs relating to non/short levy of taxes, interest, 
penalty, non/short levy of excise duty, passenger and goods tax, royalty etc., 
involving tax effect of~ 407.87 crore. 

1. Chapter-• ------~~----------~ 

General 

The total revenue receipts of the State Government for the year 2014-15 were 
~ 40,798.66 crore as compared to~ 38,012.08 crore during the year 2013-14. 
Out of this, 79 per cent was raised through tax revenue ~ 27,634.57 crore) 
and non-tax revenue(~ 4,613.12 crore). The balance 21 per cent was received 
from the Government of India as State's share of divisible Union taxes 
~ 3,548.09 crore) and Grants-in-aid ~ 5,002.88 crore). There was an increase 

in Revenue receipts over the previous year by~ 2,786.58 crore. 

(Paragraph 1.1.1) 

Test check of the records of 319 units of Sales Tax/Value Added Tax, State 
Excise, Stamp Duty and Registration fee, Taxes on Goods and Passengers, 
Taxes on Vehicles and Non-Tax receipts conducted during the year 2014-15 
showed under assessments/short levy/non-levy/loss of revenue aggregating 
~ 2,677.30 crore in 3,89,086 cases. During the year 2014-15, the Departments 

accepted under assessment of ~ 394.96 crore in 5,993 cases. Of these, the 
Department recovered~ 6.62 crore in 201 cases of earlier years. 

(Paragraph 1.11) 

2. Chapter-II 

TaxesN aloe Added Tax on sales, trade 

A Performance Audit on "System of Assessment under VAT" showed the 
following: 

Absence of provision for finalisation of assessments besides cancellation of 
registration certificate led to non realisation of revenue of ~ 17 .52 crore in 
two cases. 

(Paragraph 2.2.8) 

Failure of the Department to put in place a system of exchange of inter 
departmental data base from unregistered works contractors resulted in non 
realisation of tax of ~ 35.66 crore besides penalty of ~ 35.66 crore in 
605 cases. 

(Paragr aph 2.2.9) 
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Incorrect applicatjon of rate of tax of four/five per cent on unclassified items 

valuing~ 235.50 crore, against the applicable rate of 12.5 per cent, resulted in 

underassessment of tax of~ 14.98 crore, in 49 cases, besides irregular refund 

of ~ 92 lakh. 

(Paragraph 2.2.11.1) 

Assessing Authorities (AAs) al lowed nil/concessional rate of tax on 

sale/transfer of goods against fake declaration forms C, F and H, which 

resulted in non levy of tax of~ 4.4 1 crore and pena lty of~ 13.23 crore in 

16ca es. 

(Paragraph 2.2.J 1.2) 

Assessi ng Authorities levied the differential amount of tax for not submitting 

the proof of movement of goods sold on C Forms and submitting fal e 

return NAT C-4 certificates but fai led to levy mandatory penalty of 

~ 18.07 crore in 13 cases. 

{Paragraphs 2.2.11.3 (i) and (ii)} 

Asses ing Authorities had wrongly calculated carry forward of tax, deduction 

of tax concession and did not levy interest and surcharge of ~ 55 crore in 

90 ca es. 

(Paragraph 2.2.11.4) 

Despite issue of instructions/guidelines on March 2006/February 2007/July 
2013 regarding preparation of check lists, obtaini ng accounts of declaration 
form , proof of payment of tax, cross verification of sales/purchases and 
checking of movement of goods, the same were not being followed by the 
AAs while scrutinizing the cases. 

(Paragraph 2.2.12.2) 

Provisions relating to levy of penalty for non-fi ling of returns, obtaining 
refund application in proper proforma (VAT A-4), mentioning the 
nomenclature of the items sold/purchased in Form 'C', accepting complete 
C-4, VAT D-2/H Forms, were not complied with. Further, non-maintenance of 
demand and collection register, late serving of assessment orders/demand 
notices and delay in re-assessment of cases, resulted in short realisation of tax 
of ~ 16.46 crore. 

{Paragraph 2.2.12.2(a-e) and 2.2.12.3} 

Transaction audit 

Purchase of Duty and E ntitlement Pass Book (DEPB)/Import License worth 

~ 95.81 crore, which are to be used for resale, was incorrectly allowed to be 

adjusted against Custom Duty payable, resulting in incorrect grant of ITC of 

~ 4.84 crore to a dealer. 

(Paragraph 2.3) 

vui 
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Overview 

Action to levy interest was not initiated even after a lapse of 12 months 
resulting in non levy of interest of ~ 3.49 crore by the DETC (ST) 
Panchkula, in one case. 

(Paragraph 2.4) 

The AAs did not levy additional tax in the nature of urcharge at the rate of 

five per cent of the tax of~ 33.93 crore under VAT resulting in non levy of 

urcharge of~ l.69 crore, in 42 cases. 

(Paragraph 2.5) 

Incorrect classification of steam/embroidered fabrics and spare parts and 

levying tax at lower rate against leviable rate of 12.5 per cent, resulted in 

non/short levy of tax and surcharge of~ 1.98 crore, in seven cases. 

(Paragraph 2.6) 

State Excise 

Forty one licen ees failed to pay the monthly instalments of license fee due for 
the year 2013-14 by the prescribed dates and DETC (Excise) did not initiate 

action to seal the vends resulting in non/short recovery/levy of License fee of 

~ 15.39 crore and interest~ 4.58 crore. 

(Paragraph 3.2) 

4. Chapter-IV 

Stamp Duty 

Eighty nine deeds were a essed at ~ 258.45 crore instead of as essing at 
~ 566.65 crore based on the rates fixed by the Collector, resulting in short levy 
of SD of~ 14.53 crore. 

(Paragraph 4.2) 

The registering authorities assessed 127 sale deeds of plots with an area Jess 

than 1,000 square yards in urban areas and near residentia l areas in village but 
falling under the jurisdiction of municipality on the rates fixed for agricultural 
land instead of urban land which resulted in short levy of stamp duty of 

~ 2.46 crore. 

(Paragraph 4.3) 

Sixty five deeds were assessed as agricultural land at ~ 35.92 crore on which 
SD of ~ 1.63 crore was levied instead of the rates fixed for prime land by the 

collector for ~ 66.78 crore on which SD of~ 2.86 crore was leviable which 

resulted in short levy of stamp duty~ 1.23 crore. 

(Paragraph 4.4) 

ix 
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The registeri ng authorities assessed the value of land at~ 4.27 crore and levied 
SD of~ 18.55 lakh on the basis of rates agreed to between the parties earlier 
instead of registration of documents as per Collector rates valued at 
~ 17.26 crore and SD of~ 89.80 lakh resulting in short realisation of SD of 

~ 71.25 lakh in 45 cases. 

(Paragraph 4.5) 

5. Chapter-V 

Taxes on Vehicles, Goods and Passengers 

Excise and Taxation Department (Passengers and Goods Tax) 

Due to lack of internal control, monitoring and follow-up action, the assessing 
authorities failed to send notices to the defaulting vehicles owners, resulting in 
either non-updating of DCRs or short realisation of Passengers and Goods tax 

to the extent of ~ 24.10 crore, besides interest of ~ 14.59 crore, in 

15,850 cases. 

(Paragraph 5.2.1 to 5.2.4) 

Transport Department 

HSRPs were affixed without snap lock which was mandatory for better 
security; affixation of HSRPs on new registered vehicles ranged 
between 27 and 81 per cent and replacement of HSRPs on old vehicle had not 
started. Due to lack of monitoring and follow up action, the department had 
failed to issue notices to recover pending licence fees from the defaulting PCC 
owners/Driving Training Schools resulting in non recovery of license fee of 
~ 7 lakh. 

(Paragraphs 5.3.1 to 5.3.5) 

Non-observance of the financial rules by the controlling officer resulted in 
suspected misappropriation of Government money of ~ 4.46 lakh. 

(Paragraph 5.4) 

6. Chapter-VI 

Other Tax and Non-tax Recei ts 

Mines and Geology Department 

Royalty and interest amounting to ~ 24.92 lakh was not recovered from 
81 brick kiln owners, who were issued permits between April 2011 and 
April 2014 in respect of five Districts. 

(Paragraph 6.2) 

x 



CHAPTER-I 
GENERAL 





CHAPTER I: GE ERAL 

1.1 Trend of revenue recei ts 

1.1.1 The tax and non-tax revenue raised by the Government of Haryana 
during the year 2014-15, the State's share of net proceeds of di visible Union 
taxes and duties assigned to States and grants-in-aid received from the 
Government of India (GOI) during the year and the corresponding fi gures for 
the preceding four years are mentioned in Table 1.1.1. 

Table 1.1.1 
T ren d f . t o revenue rece1p s 

<" 
Sr. Particulan 2010-11 2011-12 2012-13 2013-14 2014-15 
No. 

I. Revenue raised by t he State Government 

• Tax revenue 16,790.37 20,399.46 23,559.00 25,566.60 27,634.57 

• Non-tax 3,420.94 4,721.65 4,673. LS 4,975.06 4,6 13. 12 
revenue 

Total 20,211.31 25,121.11 28,232.15 30,541.66 32,247.69 

2. Receipts from the Government of India 

• Share of net 2,30 1.75 2,681.55 3,062. 13 3,343.24 3,548.09 
proceeds of 
divisible 
Union taxes 
and duties1 

• Grants-in-aid 3,050.62 2,754.93 2,339.25 4, 127. 18 5,002.88 

Total 5,352.37 5,436.48 5,401.38 7,470.42 8,550.97 

3. Total revenue 25,563.68 30,557.59 33,633.53 38,012.08 40,798.66 
receipts or the 
State 
Government 
(1and2) 

4. Percentage or 79 82 84 80 79 
I to3 

The above table indicates that during the year 2014-15, the revenue raised by 
the State Government(~ 32,247.69 crore) was 79 per cent of the total revenue 
receipts. The balance 21 per cent of the receipts during the year 2014- 15 was 
from the Government of India as State's share of net proceeds of di visible 
Union taxes and Grants-in-aid. 

For details please see Statement No. 14 - Detailed accounts of revenue by minor 
heads in the Finance Accounts of the Governme nt of Haryana for the year 20 14- 15. 
Figures under the head 0021 - Taxes on income other than corporation tax - share of 
net proceeds assigned to States booked in the Finance Accounts under A - Tax 
revenue have been excluded from revenue raised by the State and included in the 
State's share of divi sible Union taxes in this statement. 
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1.1.2 The details of Lax revenue raised during the period 2010- 11to 2014-15 
are given in Table 1.1.2. 

Table 1.1.2 
Details of Tax Revenue raised 

(tilmrt) 

llt1d . r lilll-11 1011.11 2912-13 IOIJ.14 ltl4-IS Ptm11tttt or i•rmst 

mm1t (+)er dtmast (·) io 

1014-15 

BE Actual BE ArlUll BE Actual BE Aciual BE A<lual AtlUll Arluals 

Oltr BE 1014-15 

or lOl4-IS O\rr 

1ctu1bor 

101).14 

Tm'"" lain 11.~KlOO 11.fl't!.OI 14 l!•llll IJJS'.169 16.45Q.OO llJ76.58 19.!••61 16.77U3 19.9.lOOO 18.99325 (.)410 IJ!J 

indc ctd\llu< 

a&kd 13< 

!VAT! 

S1.11tl:.1<11t !.l!ll.00 !J6581 2.!00.00 !.831. 9 3.<XX>.00 l.'. 4& HXXl.00 3.697.35 4,JlQ.00 J,470A5 (-):?0.22 (·)614 

S"'"l"and l,91ll.OO !Jl9~ !Jl0.00 !. '9).00 J.<moo JJ!6 25 J.&5000 J.:?Ol.48 J.950.00 J.IOS70 (-)21.JO (-)293 

rtfbuatoll 

r.., 

Tueion 

gooh and 425.00 387.14 425.00 429.32 45Q.OO 470.76 moo 497.45 65Q.OO 527.oJ (-) 18.91 595 

p;l>\(11~<1\ 

Ti.-1.t\OO JlQIKl 457J6 515.00 740.15 75Q.OO SH29 &lQ.00 l.~.86 1.175.00 1191.lO 1.40 883 

\dlldt\ 

Tu"'.00 141111) 130.!' 155.lll 16643 160.00 19196 ))140 219.:?0 13!25 139.74 l!l 9.J' 

dull<'>Ofl 

tltttnC'l1) 

Land rtll•nut 1Ji9 1002 16.0'I 1095 15.l& ll.98 19JJ 12.42 13.50 15.l& 13.19 23.03 

Oihtrl.1.•"' 4(15Q 1R4b 45.80 44.0J 4&.00 .1610 55.00 68jl 7400 88.58 19.70 2929 

and~ .. 

aimm001ltt\ 

ml1tl'1<"' 

Total 1 6,~.2• 16,"llJJ 2Ul6.89 ltJ'9.l6 !J,87).ll ?J,m.11 21.78-134 25,566.61 31J74.7S 27,6.J.l.57 (·19.12 8.09 

The above table shows that the tax revenue was inc rea ed from 
~ 16,790.37 crore in 20 10-l I to ~ 27.634.57 crore in 2014-15. There is a 
nominal decrease in actual figures over budget estimates (BEs) (9.02 per cenr) 
during the year 2014-15. The respective Departme nts reported the fo llowing 
rea ons for variation: 

2 



Sr. 

'ie. 

I. 

2. 

3. 

4. 

Chapter /: General 

• Stamps and r egistration fees: The decrea e in actual receipt to 
budget estimate (2 1.30 per cent) was due to le s regi tration of 
document of immovable/movable property. 

• State Excise: The decrease in receipts (6. 14 per cent) was due to 
litigation over the location of retai l liquor vends on Nationa l Highway 
and State Highways. 

• Taxes on goods and passenger s: The decrease in actual receipts to 
budget e timates (18.9 1 per cent) was due to the exemption of 
passenger tax granted to Auto Rickshaw having seating capacity of 
three eats excluding driver and exemption granted of goods Lax to 
Auto Rickshaw having gro vehicle weight upto one ton vide 
Notification dated 06 June 2014. 

• Land Revenue: The increase in revenue receipts (23.03 per cent) was 
due to more recovery of Mutation fee, Copying fee and Revenue 
Talbana2

. 

• Other taxes and duties on commodities and services: The increase 
in revenue receipts (29.29 per cent) was due to better monitoring and 
recovery of Entertainment duty. 

l.1.3 The details of the non-tax revenue raised duri ng the period 2010-11 to 
2014-15 are indicated in Table 1.1.3: 

Table 1.1.3 
Details of Non-tax revenue raised 

~in crore) 

Had .r 2'11-11 2111·12 2112-IJ :ztlJ.14 2'14-15 ~or 
mftW i.m.(+)• 

demlw(-). 
2'14-15 

BE Actual BE Ac1u1I BE Actu1I BE Actu1I BE Actual Actual Actual 

o>er BE 2014-15 
2014-15 01·,r 

acrulls 
of 

2013-14 

Urb.1n 700.00 974.54 1.300.00 1.039.35 1.150.00 9'XJ.70 1.200.00 1.11».54 1220.00 861.11 (-)29.42 (-) 22.()1 
de1elopmen1 

Road 1111DSpOrt 900.00 761.72 1.100.00 85296 1.150.00 999.87 1.315.00 1.097.54 1310.00 1235.31 (-)5.70 12.55 

lnlercst rteciplS 864.70 689.34 81649 864.96 1.080.()1 1.058.211 1.090.11 1.090.71 1142.51 933.59 (-) 18.29 (-) 14.41 

Education. 154.40 270.37 299.47 295.72 386 41 385.43 438.14 318.94 527.83 56148 6.94 76.99 
<pons, a.n and 
culllll? 

Charges for serving summons. 
2 

3 
Includes ~ 454.33 crore in book adjustment of interest on irrigation project capital 
interest. 

3 
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..... " Jll~ll Jlll-12 Jll2-ll JllJ.14 •••15 ,_..., - llaml(+)w 

--1-1• ••••s 
BE Aclual BE Actual BE ActUll BE AclVal BE AclUl l AclUll Aclual 

over BE 2014-15 
2014-15 01cr 

ICIUaJs 
or 

2013-14 

Miscellaneous 1.78 (.)9.75' l.()l 128.49 130 312.30 5.89 26837 30.00 20.38 (-)32.07 (·) 92.41 
geomJ seoia:s 

Medical and 84.99 47.06 102.99 54.79 109.63 78.01 163.48 148.07 179.61 145.50 H 18.99 (-)1.74 
public bcallh. 

Noo-fCllOU> 200.00 8259 75.00 1553 225.00 75A9 150.00 79.IO 500.00 43.46 (·)9131 (-)45.06 
mining and 
mrullurg1cal 
1ndusmcs 

Other 147.47 115.63 170.76 99.95 156.00 125.86 116.80 14435 167.39 95.73 (-)42.81 (·133.68 
adrniruslJ1lUIC 

senicts 

Map and 188-~ 202.26 142.~ 58116 194.56 139.12 213.68 95.()l 156.50 129.27 {-) 17.40 36.02 
medium 
irrigation 

Police 61.99 6153 71.42 62.64 83.22 63.73 158.20 8038 160.02 67.82 (·) 57.62 (-) 15.63 

Foresuy and 40.00 4432 61.00 39.12 45.00 41.36 45.00 37.37 40.00 44.29 10.73 18.52 
wildlife 

Other llOCl·lalt 2()l.74 18133 220.73 62H8 22.1J9 403.07 246.17 510.65 432.70 472.18 9.12 754 
recciplS. 

J,541..51 J,41UC 4.161.lt "nus 4.IM.55 U7ll5 5.IWI '-m• 5J66,56 4613.12 (·J 21J7 H7.21 

The above table shows that there is a decrease in actual fi gures over budget 
estimates (21.37 per cent) during the year 2014-15. However. the respective 
Departments reported the following rea ons for variation: 

4 

• Urban development: The decrease in actual receipt to budget 

estimates (29.42 per cent) was due to less receipt of Licen e Fee, 
Conver ion Charges and Composition fees. 

• Police: The decrease in actual receipts to budget estimates 

(57.62 per cent) was due to non receipt of amount from Railway 
and police deployed for elections, law and order duties and less 
receipt of fees and fine. 

Due to more refunds than receipts. 

4 



Sr. 
No. 

I 

2 

3 

Chapter /: General 

• Forestry and wildlife: The increase in actual receipts to budget 
estimates (10.73 per cent) was due to more receipts from sale of 

trees. 

• Road and T ransport: The increase in revenue receipts over 
previous year (1 2.55 per cent ) was due to increase in buses and 

covered Kms. 

• Major and medium irrigation: The increa e in revenue receipts 

(36.02 per cent) was due to arTears recovered during 20 14- 15. 

• Urban development: The decrease in revenue receipts 

(22.04 per cent) was due to cycl ical trend of real estate market. 

• Other administrative services: The decrea e in revenue receipts 

(33.68 per cent) was due to le s receipts of fi nes and other receipts. 

The other Departments despite being requested (August 2015) did not intimate 
the reasons for variations in receipts. 

1.2 Anal sis of arrears of revenue 

The arrears of revenue as on 31 March 2015 in some principal heads of 
revenue amounted to ~ 8206. 76 crore of which ~ 5896.28 crore was 
out tanding for more than five years, as detailed in Table 1.2. 

Heads of Amount 
revenae outstandini= as 

on 31 March 
2015 

Taxes on sales, 7443.04 
trade/VAT etc. 

State Exci e 179.08 

Taxes and duties 159.35 
on electricity 

Table 1.2 
Arrears of r evenue 

<'in crore) 

Amount out-
standiai= for 

Replin of Department 

more than five 
yeanason31 
March 2015 

5611.64 Recovery of~ 438.80 crore was stayed by the High Court and 
other judicial authoritie , ~ 58.47 crore 1me held up due to 
the dealers becoming insolvent, ~ 71 crore were proposed to 
be written off, ~ 768.81 crore were held up due to 
rectification, review and appeal. Recovery of~ 193.88 crore 
was outstanding due to cases pending with the official 
liquidator/Board of Industrial and Financial Reconstruction 
(BlFR). Recovery of ~ 7.35 crore was being made in 
in talments. Balance amount of ~ 5,904. 73 crore was at 
different stages of action. 

96.33 Recovery of ~ 8.37 crore was stayed by High Court and other 
judicial authorities, ~ 0. 15 crore was likely to be written off. 
~ 5.96 crore was outstanding due to case pending with official 
liquidator/BlFR. Recovery of ~ 5.20 crore was being made in 
instalments. Recovery of ~ 38. 78 crore was due to Inter 
State and Inter Districts arrears re pectively. ~ 0.02 crore was 
held up for review/rectification application. Balance of 
~ 120.60 crore was outstanding at different stages of action. 

111.98 ~ One crore was recoverable from Mis Haryana Concast 
Hisar. ~ 38 lakh from Mis Rama Fibers Bhiwani, ~ 30 lakh 
from Mis Dadri Cements. Charkhidadri and ~ 16 lakh from 
Ml~ Competent Alloys Ballabhgarh. ~157.51 crore was 
pending against the consumers of Dakshin Haryana Bijli 
Vitran Nigam Limited (DHBVNL)/Uttar Haryana Bijli Vitran 
Nigam Limited (UH BVNL). 

5 
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(fin crore) 

Heads of Amount Amount out- Replies of Department 
revenue outstanding as standing for 

on 31 March more than five 
2015 years as on 31 

March 2015 

Taxes on goods 63.62 15.23 An amount of ( 61.22 crore was outstanding at different 
and passengers stages of action, ( 2.32 crore on account of demand covered 

by recovery certificates and ( 27 ,000 was written off. 
Recovery of ( 8 lakh as stayed by High Court and other 
judicial authorities. 

Tax on entry of 218.24 28.96 Recovery of ( 165.11 crore was stayed by the High Court, 
goods into local judicial and other Departmental authorities. Recovery of 
areas(Local Area ( 0.37 crore was being made in instalments. Balance amount 
Development of ( 52.76 crore was outstanding at different stages of action 
Tax) 

Police 107.89 8.20 ( 7.38 crore was due from Indian Oil Corporation (IOC) up to 
31 March 2007. The matter of recovery from IOC in Haryana 
State is pending at the level of State Government. ( 53 lakh 
was recoverable from other States for Law and Order and 
election duties, ( 29 lakh was recoverable from Bhakra Beas 
Management Board (BBMB), Faridabad and ( 99.69 crore 
was recoverable from other States for election duties. 

Other taxes and Recovery of ( 7.34 crore had been stayed by the High Coun 
duties on 

I0.75 2.96 
and other judicial authorities, ( 0.01 crore was likely to be 

commodities and written off, Balance amount of ( 3.40 crore was at different 
service stages of action. 

Non-ferrous 24.79 20.98 ( 16.02 crore was outstanding on account of demand covered 
mining and by recovery certificates. ( 0.54 crore was stayed by the High 
metallurgical Court and other judicial authorities. ( 1.36 crore was likely to 
industries be written off. ( five crore was due as Inter State and Inter 

district arrears and ( 1.87 crore was outstanding at different 
stages of action. 

Total 8,206.76 5,896.28 

1.3 Arrears in assessments 

The details of cases pending at the beginning of the year, cases becoming due 
for assessment, cases disposed of during the year and number of cases pending 
for fi nalisation at the end of the year as furnished by the Excise and Taxation 
Department in respect of sales tax, luxury tax, tax on works contracts and 
Passengers and Goods Tax (POT) was as below in Table 1.3. 

Head of Opening 
revenue balance 

l 2 

Taxes on 2,5 1,170 
Sales, 
trade/VAT 

Taxes on 2,049 
goods and 
passengers 

Table 1.3 
Arrears in assessments 

New cases Total Cases 
due for assessments disposed 

assessment due of during 
during 2014-IS 
2014-IS 

3 4 5 

2,73,22 1 5,24,391 2,53,652 

912 2,961 762 

6 

Balance Percentage 
at the of disposal 
end of (col. S to 4) 

the year 

6 7 

2,70,739 48 

2,199 26 



r. 
No. 

1 

2 

3 
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1.4 Evasion of tax detected by the Department 

The details of ca es of evasion of tax detected by the Excise & Taxation 
Department, ca e finali ed and the demands for additional tax raised a 
reported by the Department are given in Table 1.4. 

Head of Cases 
revenue pending 

as on 31 
March 
2014 

Tax on ale 37 
LradeNAT 
etc. 

State excise 695 

Tax on 1,474 
goods and 
passengers 

Table 1.4 
Evasion of Tax 

Cases Total Number of cases in "hich 
detected assessment/in' estigation 
during completed and additional 
2014-15 demand nith penalty etc. 

raised 

Number of Amount of 
cases demand 

2.097 2.134 2.071 15. 12 

3,11 7 3,8 12 3,092 1.99 

12.688 14, 162 7.567 10.83 

~in crore) 

Number of 
cases 

pending for 
finalisation 

as on 31 
March 2015 

63 

720 

6.595 

Total 2,206 17,902 20,108 12,730 27.94 7,378 

It would be seen from the table that the number of case pending at the end of 
the year has slightly increased in the case of State Excise and excessively in 
the case of Tax on Goods and Passengers as compared to the number of cases 
pending at the tart of the year. 

1.5 Refund Cases 

The number of refund cases pending at the begi nning of the year 2014-15, 
c laims received during the year, refunds a llowed during the year and the cases 
pending at the c lo e of the year 2014-15 as reported by the Department is 
given in Table 1.5. 

Sr. Particulars 
No. 

1 Claims outstanding 
at lhe beginning of 
the year 

2 Claims received 
during the year 

Table 1.5 
Details of refund cases 

Sale tal/V AT 

Number of cases Amount 

526 50.09 

2.5 16 786.62 

7 

~in crore) 

tate Excise 

Number of Amount 
cases 

45 0.59 

43 3.33 
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(tin crore) 

Sr. Particulars Sale tall/VAT State Excise 
No. 

Number of cases Amount Number of Amount 
cases 

3 Refunds made 2,348 647.49 50 3.62 
during the year 

4 Balance outstanding 694 189.22 38 0.30 
at the end of year 

The number of outstanding cases shows a marginal increase for Sales tax/VAT 
and decrease for State Excise. 

artments towards audit 

The Principal Accountant General (Audit) Haryana conducts periodical 
inspection of the Government Departments to test check the transactions and 
verify the maintenance of important accounts and other records as prescribed 
in the rules and procedures. These inspections are followed up with the 
inspection reports (IRs) incorporating irregularities detected during the 
inspection and not settled on the spot, which are issued to the heads of the 
offices inspected with copies to the next higher authorities for taking prompt 
corrective action. The heads of offices/Government are required to promptly 
comply with the observations contained in the IRs, rectify the defects and 
omissions and report compliance through initial reply to the PAO within four 
weeks from the date of receipt of the IRs. Serious financial irregularities are 
reported to the heads of the Department and the Government. 

Inspection reports issued up to December 2014 disclosed that 4,911 
paragraphs involving ~ 3,489.99 crore relating to 1,966 IRs remained 
outstanding at the end of June 2015 as mentioned below along with the 
corresponding figures for the preceding two years in Table 1.6. 

Table 1.6 
Details of pending Inspection Reports 

<"in crore) 

June 2013 June 2014 June 2015 

Number of IRs pending for settlement l ,890 l ,919 1,966 

Number of outstanding audit observations 4,464 4,579 4,911 

Amount of revenue involved~ in crore) 1,87 1.65 3,084.83 3,489.99 

8 

t 
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1.6. 1 The Department-wise details of the !Rs and audit observations 
outstanding as on 30 June 20 LS and the amounts involved are mentioned in 
Table 1.6.1. 

Sr. Nameoftbe 
No. 

Department 

I Excise and 
Taxation 

2 Revenue 

3 Transport 

4 Power 

5 Mines and 
Geology 

Total 

Table 1.6. l 
Department-wise details of I Rs 

Nature of Number of Number of 
receipts outstanding outstanding 

audit 
IRs observadons 

Sales /VAT 276 l,911 

State Excise 132 263 

Taxes on goods 186 328 
and passengers 

Entertainment 18 20 
duty and show 
tax 

Stamps and 864 1,786 
registration fees 

Land Revenue 120 159 

Taxes on vehjcles 256 300 

Taxes and duties I I 
on electric ity 

Non-ferrous I 13 143 
mining and 
metallurgical 
industries 

1,966 4,911 

<'in crore) 

Money value 
involved 

3,200.77 

144.82 

20. 17 

10.95 

77. 17 

0.43 

12.49 

0.04 

23. 15 

3,489.99 

Audit did not receive even the first replies from the heads of offices within 
four weeks from the date of receipt of the IRs for 155 IRs issued during 
2014-15. This large pendency of the !Rs due to non-receipt of the replies was 
indicative of the fact that the heads of offices and the Departments did not 
initiate action to rectify the defects, omissions and irregularities pointed out by 
the PAG in the !Rs. 

The Government may consider to have an effective system for prompt and 
appropriate response to audit observations. 

The Government set up audit committees to monitor and expedite the progress 
of the settlement of the IRs and paragraphs in the IRs. The details of the audit 

9 
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committee meetings held during the year 2014- 15 and the paragraphs settled 
are mentioned in Table 1.6.2. 

Table 1.6.2 
Details of Departmental audit committee meetings 

f( in crore) 

Sr. Head of re,·enue Number of umber of Amount 
!'io. meetings paragraphs 

held settled 

I Exc ise and Taxation 6 248 56.96 
Department (Sales Tax) 

2 Transport Department 4 2 11 3.67 

3 Revenue Department I I 0.01 

Total II 460 60.64 

1.6.3 Non- roduction of records to audit for scrutin 

During the year 2014- 15 as many as 1,6 18 as essment fi les, refund cases, 
returns, refunds regi ter and other relevant records were not made available to 
audit involving tax effect of~ 908.44 crore. Break up of these case i given in 
Table 1.6.3. 

Table 1.6.3 
Details of non-production of records 

<"in crore) 

ame oftbe Year in which it umber of Tax 
Office/Department was to be audited cases not amount/refunds 

audited 

Assessment cases 

DETC (ST) 2014-15 59 15.42 
Faridabad (East) 

DETC (ST) 2014- 15 79 34.67 
Gurgaon (East) 

Refund cases 

11 DETCs (ST)5 2014-15 1,480 858.35 

Total 1,618 908.44 

The draft audit paragraphs proposed for inclusion in the Report of the 
Comptroller and Auditor General of India are forwarded by the PAG to the 
Principal Secretary/Additional Chief Secretaries of the concerned Department, 
drawing their attention to audit finding and requesting them to end their 

5 
Ambala, Fatehabad, Faridabad (East), Faridabad (West). Gurgaon (East), Gurgaon 
(West). Kaithal. Kamal. Kurukshetra, Sirsa and Sonipat. 

10 
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response within six weeks. The fact of non-receipt of the replies from the 
Departments/ Government is invariably indicated at the end of uch 
paragraph included in the Audit Report. 

Th irty draft paragraphs inc luding one Performance Audit were ent to the 
Additional Chief Secretaries of the respecti ve Departments between February 
and August 2015. Departmental replies received had been uitably 
incorporated. 

1.6.5 Follow u on the Audit Re orts-summarised ositio~ 

According to the instruc tions issued by the Finance Department in 
Octobe r 1995 and reiterated in July 2001, it had been laid down that after the 
presentation of the Report of the Comptro ller and Auditor Genera l of India in 
the Legislative As embly, the Departments shall initiate action on the audit 
paragraphs and the action taken explanatory notes (ATENs) thereon hould be 
ubmitted by the Government within three months of tab ling the Report, for 

consideration of the Committee. In spite of these provi ion , the explanatory 
notes on audit paragraph of the Report were being delayed. Eighty fi ve 
paragraph (inc luding performance audit) included in the Report of the 
Comptrolle r and Auditor General of India o n the Revenue Sector of the 
Government of Haryana for the year ended 3 1 March 2011 , 2012, 20 l 3 and 
2014 were placed before the State Legi lati ve Assembly between March 2012 
and March 2015. The ATEN from the concerned Department on these 
paragraphs were recei ved late with average de lay of 36 months in re pect of 
each of these Audit Report . ATENs in respect of 53 paragraphs from four 
departments (Excise and Taxation, Transport, Revenue and Mines and 
Geo logy) a mentioned in Annexure I had not been received for the Audit 
Reports year ended 31 March 2011 to 31 March 2014 so far (May 2015). 

The PAC discu sed 21 selected paragraphs pertaining to the Audit Reports for 
the year 2009-10 and it recommendations o n 21 paragraphs were 
incorporated in the ir 7151 Report for the year 2014- 15. 820 recommendations 
pertaining to the period 1979-80 to 2009- l 0, contained in 22"d to 71 >1 Reports 
o f PAC as mentioned in Annexure II and TH were still pending for want of 
final corrective action to be taken by the concerned Departments. 

1.7 Analysis of the mechanism for dealing with the issues raised by 
Audit 

To analyse the system of addressing the issues highl ighted in the Inspection 
Reports/Audit Reports by the Department /Government, the action taken on 
the paragraphs and performance audits included in the Audit Reports of the 
last I 0 year for one Department is evaluated and included in this 
Audit Report. 

The succeeding paragraph 1.7 .1 to 1. 7.2 discuss the performance of the 
Stamp duties and regi tration fees (Revenue and Disaster Management 
Department) unde r revenue head 0030 and cases detected in the course of 
local audit during the la t LO years inc luded in the Audit Reports for the year 
2004-05 to 201 3- 14. 

11 
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1.7.1 Position of Inspection Reports 

The ummarised po ition of the in pection reports issued to the Revenue and 
Di a ter Management Department during the last lO years, paragraphs 
included in these reports and their status as on 31 March 2015 are mentioned 
in Table 1.7.1. 

Table 1.7.1 
Position of Inspection Reports 

Opnilllc baluce AdlldM ....... llltyar Clarurt .i.mc lllt yar C'llUc baluce dllriilc die year 

IRs Para- Mfff)' IRs ,. ..... Mo•ey IRs Pan- MHcy IRs Para- Mo11ey 
cnplB val• cnplls Ylilf cnPlll Ylillt cnplB vllmr 

2005-06 923 2192 32.26 105 295 12.14 5 156 2.77 1,023 2,431 41.63 

2006-07 IOB 2.431 41.63 107 413 12.47 92 286 l.72 l.038 2.558 52.3 

2007-08 1038 2.558 52.38 140 436 9.15 191 754 21.35 987 2140 40.18 

2008·09 987 2,240 40.18 161 304 17.80 213 388 4.76 935 2,156 53.22 

2009-10 935 2.156 53.22 117 325 12.49 74 306 10.23 978 2.175 55.48 

2010.11 978 2.175 55.48 106 276 12.11 177 450 7.42 907 2.001 60.17 

2011 -12 907 2.001 60.17 97 328 12.52 222 650 17.68 782 l.679 55.01 

2012-13 782 1.679 55.01 89 220 8.58 70 210 7.44 801 l.689 56.15 

2013-14 801 1.689 56.15 89 207 15.23 26 110 1.71 864 l.786 69.67 

2014-15 8<>1 1.786 69.67 89 314 22.43 25 107 3~ 9".8 1.993 88.90 

It i evident from the above table thac number of outstanding IR increased to 
928 and paragraphs has dec reased to 1,993 re pectively a on 31 March 2015. 
The Government arranges ad-hoc Committee meetings between the 
Department and PAG office to settle the remaining old paragraphs. 

1. 7 .2 Recovery in accepted cases 

The po itio n of paragraphs included in the Audit Reports of the last lO years, 
tho e accepted by the Department and the amount recovered are mentioned in 
Table 1.7.2. 

12 
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Year of Number of 
the audit paraaraphs 
report Included 

2004-05 04 

2005-06 03 

2006-07 03 

2007-08 04 
OJ (Review) 

2008-09 05 

2009-10 01 (Review) 

2010-11 06 

20 11 -12 06 

2012-13 07 

20 13-14 06 
01 (rT Audil) 

Total 44 
03 

(Review/IT 
Audit) 

Gralld 47 
Total 

Table 1.7.2 
Recovery of accepted cases 

Money Number of Money value Amount 
value of the paragraphs of accepted recovered 
paragraph accepted paragraphs durin2 the 

year 

1.47 04 1.47 ii 

7.25 03 7.25 0.11 

0.34 03 0.34 0.01 

1.70 04 1.70 Ni l 
24.69 OJ (Review) 15. 11 

0.76 05 0.76 0.01 

22.85 OJ (Review) 20.96 0.12 

5.49 06 5.49 0.02 

4.13 06 4.13 Ni l 

65.27 07 65.27 0.13 

18.30 06 18.30 0.01 
203.87 OJ (IT Audi1) 203.87 ii 

104.71 44 104.71 0.29 
251.41 03 239.94 0.12 

(Review/IT 
Audit) 

356.12 47 344.65 0.41 

II 

~in crore) 

Cumulative 
positions of 
recovery of 

accepted cases 

ii 

0.11 

0.01 

0.01 

0.06 

2.44 

0.09 

0.38 

0.17 

0.01 
ii 

3.28 

3.28 

It is evident from the above table that the progre of recovery even in 

accepted cases was very low (0 .95 per cent) during the last 10 years. 

The department may take immediate action to pur ue and monitor prompt 
recovery of the dues involved in accepted cases. 

1.8 Action taken on the recommendations accepted by the 
De artments/Government 

The Reviews/lT Audit conducted by the PAG/AG are forwarded to the 
concerned Department/Government for their information with a request to 
furnish their replies. These Reviews/JT Audit were a lso di cussed in exit 
conference and the Departments/Governments views were included while 
finalising the Reviews/IT Audit for the Audit Reports. 

The IT Audit titled 'Haryana Registration Information System' (HARIS) 
of Revenue Department Haryana featured in the Report for the year 2013-14 
along with four recommendations were yet to be taken up for discussion in the 
PAC. 

13 
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1.9 Internal Audit 

The Finance Department has an overall admini trati ve control over the 

posting/deploy ment of Subordinate Account Service pa ed per onnel in 

various department . The concerned Department is responsible for formulati on 

and executio n of action plan for interna l audit to ensure adherence to the 

provi ions o f the Ac t and Rules as well a Departmenta l instructions issued 

from Lime to time. 

During the year 2014- 15, out of 27 1 unit planned for audit, Internal Audit 

Cell audited 229 units (85 per cent ) as deta iled in Table 1.9. 

Receipts 

Stamp Duty 

State Excise 

VAT/Sales Tax 

Motor Vehicle Tax 

Passengers and Goods Tax 

Total 

Table 1.9 
Internal Audit 

umber of units 
Planned 

130 

21 

21 

78 

21 

271 

umber of 
units audited 

130 

12 

Nil 

78 

9 

229 

The irregularities di cus ed in the paragraphs of Chapte rs fl to VI are 
indicator of ineffective internal control mechanism a none of the 
irregularities pointed out by u were detected by the interna l audit parties. No 
internal audit was do ne by the Excise and Taxation Department (Sale tax/ 
VAT and Entertainment duty) and reason for not conducti ng internal audit 
was not provided by the Department. 

1.10 Audit tanning 

The unit offices under various Departments are categori ed into high, medium 
and low risk units according to their revenue position, pa t trend of audit 
observations and othe r parameters. The annual audi t plan is prepared on the 
basi o f risk analysis which inter-alia includes critical issues in Government 
revenues and tax admin i tration i.e. budget speech, white paper o n State 
finances, reports of the Finance Commis ion (State and Centra l), 
recommendations of the Taxation Reform Committee, tali tical analysis of 
the revenue earning during the past five years, factors of the tax 
admjnistration, audit coverage and it impact during the pa t fi ve year e tc. 

During the year 2014- 15, the re were 6 19 auditable units, of which 3 19 
(Revenue 280 +Expend iture 39) units were planned and audited. 

14 
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1.11 Results of audit 

Position of local audits conducted during the ear 

Te t check of the records of 3 19 (Revenue 280 + Expenditure 39) units of 
sale taxNalue Added Tax, State Excise, Stamp Duty and Registra tion fee, 
Motor Vehic le , Goods and Passengers and other Departmental offices 
conducted during the year 20 14- 15 showed under as e ·sment/short levy/loss 
of revenue aggregating to ~ 2,677.30 c rore in 3,89,086 cases. During the 
course of the year, the Departments concerned accepted underas e ment and 
other deficiencies of ~ 394.96 crore in volved in 5,993 cases whi ch were 
pointed out in audit during 20 14- 15 . The Departments collected~ 6.62 crore in 
201 cases during the 2014-15. 

1.12 

This Report contains one Performance Audit on "System of Assessment 
under VAT" and 23 paragraphs involving financial effect of ~ 407.87 crore. 

The Department /Government have accepted audit ob ervation involving 
~ 387.46 crore out of which ~ 5.75 crore had been recovered rn 
e ight paragraphs. These are di cussed in succeeding Chapte r Jl to VI. 

15 
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CHAPTER II: TAXES/VAT ON SALES, TRADE 

2.1.1 Tax administration 

Sales Tax/Value Added Tax (VAT) laws and rules framed thereunder are 
admjnistered at the Government level by the Additional Chief Secretary 
(Excise and Taxation). The Excise and Taxation Commissioner (ETC) is the 
head of the Excise and Taxation Department who is assisted by nine 
Additional ETC, 10 Joint ETCs, 50 Deputy ETCs and 203 Excise and 
Taxation Officers (ETOs). They are assisted by Excise and Taxation 
Inspectors and other allied staff for admi nistering in the relevant Tax laws and 
rules. 

2.1.2 Results of audit 

In 2014-15, test check of the records of 41 (Revenue units: 32 and expenditure 
unit: 9) relati ng to VAT/Sales tax assessments and other records showed 
underassessment of tax and other irregularities invo l ving ~ 2,328.72 crore, in 
1,438 cases, which fall under the following categories in Table 2.1. 

Table-2.1 
~ in crore) 

Sr. No. 
Categories 

Number of Amount 
cases 

1 Performance Audit on "System of I 310.48 Assessment under VAT" 

2. Underassessment of Tax 723 379.84 

3. Acceptance of defecti ve statutory 'Fom1s' 52 7.05 

4. Evasion of tax due to suppression of 
67 14.72 sales/purchase 

5. Irregular/Incorrect/Excess allowance of 
168 28.41 TTC 

6. Other irregularities 427 1,588.22 

Total 1,438 2,328.72 

During the year, the Department accepted underassessment and 
other deficiencies amounting to ~ 308.00 crore in 83 cases, out of which 
~ 290.74 crore involved in 11 cases were pointed out during the year and the 
rest in earlier years. The Department recovered~ 1. 14 crore in 42 cases, out of 
which~ 0.1 3 crore invol ved in nine cases relates to the year 2014-15 and the 
rest to earlier years. 

One Performance Audit on "System of Assessment under VAT" and other 
important cases in volving tax effect of~ 327.94 crore are discussed in the 
fo llowing paragraphs: 
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2.2 

2.2.1 
~~-g.__ ..... _~~~~~~~~~~~~~~~~~ 

• Absence of provision fo r fina li sation of assess ments besides 
cancellation of registrat ion certificate led to non realisatio n of revenue 
of ~ 17 .52 c rore in two cases. 

(Paragraph 2.2.8) 
• Failure of the Department to put in place a sy te rn of exchange o f inte r 

departmental data base from unregiste red works contractors re ulted in 
non reali ation of tax of ~ 35.66 crore besides penalty of~ 35.66 crore 
in 605 ca es. 

(Paragraph 2.2.9) 
• Incorrect application o f rate o f tax of four/fi ve per cent on unclas ified 

items valuing ~ 235.50 crore, against the applicable rate of 12.5 per 
cellt, resulted in undera se ment of tax of~ 14.98 crore, in 49 ca es, 
besides irregular refund of ~ 92 lakh. 

(Paragraph 2.2. 11. 1) 
• Assess ing Authoriti es (AAs) allowed ni l/concessional rate of tax on 

sale/transfer of goods against fake declaration forms C, F and H, which 
resulted in non levy of tax of~ 4.4 1 crore and penalty of~ 13.23 crore 
in 16 ca es. 

(Paragraph 2.2. 1 l.2) 
• Assessing Authoritie levied the differential amount of tax for not 

ubmitti ng the proof of movement of goods sold on C Form and 
submitti ng fa lse return NAT C-4 certificates but fail ed to levy 
mandatory penalty of~ 18.07 crore in 13 cases. 

{Paragraphs 2.2.11.3 (i) and (ii)} 
• A essing Authoritie had wrongly calculated carry forward of tax, 

deduction of tax conce sion and did not levy interest and surcharge of 
~ 55 crore in 90 cases. 

(Paragraph 2.2.11.4) 
• Despite issue of instructions/guidelines on March 2006/February 2007/ 

July 2013 regarding preparation of check lis ts, obtaining accounts of 
declaration forms, proof of payment of tax, cross verification of 
sales/purchases and checking of movement of goods, the same were 
not being fo llowed by the AAs whi le scrutinizing the cases. 

(Paragraph 2.2.12.2) 
• Provisions re lating to levy of penalty for no n-fi ling of returns, 

obtaining refund application in proper proforma (VAT A-4), 
mentioning the nomenclature of the items sold/purchased in Form 'C', 
accepting complete C-4, VAT D-2/H Forms, were not complied wi th. 
Further, non-maintenance of demand and collection register, late 
servi ng of assessment orders/demand notices and delay in 
re-assessment of ca e , resulted in short realisation of tax of 
~ 16.46 crore. 

{Paragraph 2.2.12.2(a-e) and 2.2.12.3} 
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2.2.2 Introduction 
Government of Haryana introduced Value Added Tax (VAT) with effect from 
April 2003. The Haryana Value Added Tax (HYAT) Act, 2003 and Rules 
made thereunder (HV AT R ules, 2003) govern levy and collectio n of value 
added tax (VAT) in Haryana at every point of sale. YA T is a multi-stage tax 
levied at each stage of the value addition chain, with a provision to a llow input 
tax credit (ITC) on tax paid at an earl ier stage, whi ch can be appropriated 
against the VAT liabi lity on subsequent sale. Y AT constitutes major portion of 
State revenue. Assessment of tax ha a direct bearing on the tax co ll ection and 
quality of tax admini stration. Ciiteria for assessment of cases have been fixed 
by State Government. 

2.2.3 0 anisational Set u 
The ETC, Haryana is responsible for the control and implementation of the 
Act and Ru les at Departmental level and Additional Chief Secretary (ACS) to 
Government of Haryana, Excise and Taxation Department at Government 
level. The ETC is assisted by nine AETCs, JETCs, DETCs at Headquarters as 
well as di strict level, ETOs, Taxation Inspectors and other officers/officials. 

Organogram of Excise and Taxation Department 

Additional Chief Secretary to 
Government of Haryana(ACS) 

t 
Excise and Taxation 

Commissioner (ETC) 

t 
-!t t 

Addi. Excise and Taxation Addi. Excise and Taxation 
Commissioners (AETC)(Hqrs) Commissioners (AETC)(Training) 

t t t 
Joint Excise and Taxation Joint Excise and Taxation Joint Excise and Taxation 

Commissioners (JETC) Commissioners (JETC) Commissioners 
(Range) {Appeal) (JETC) (Hqrs) 

t '1t -!t 
Deputy Excise and Taxation Deputy Excise and Taxation Deputy Excise and Taxation 

Commissioners (DETC) Commissioners (DETC) Commissioners (DETC) 
(Hqrs) (District Level) (Inspection) 

'1t 
ETOs, Inspectors and allied 

staff 
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2.2.4 Audit Ob· ectives 

The performance audit was conducted to assess whether:-

• the assessment criteria has been prescribed by State Government 
for selection of cases, if so, the selection was made as per the 
prescribed crite ria; 

• the assessments are done according to provisions of the Act, Rules 
and orders; and 

• there exists an adequate system of inte rnal control mechanism in 

the department. 

2.2.5 Seo e and Methodology 

Out of 23 Deputy Excise and Taxation Commissioners (Sales Tax) 
{DETC (ST)} offices in the State, the records relating to assessments framed 
during the period 2009- JO to 2013-14 in eight DETC (ST) 1 offices were test 
checked between December 2014 and May 2015 which were selected on the 
basis of probability proportional to size method with replacement. Besides 
this, results of checking of refunds issued du1ing 2012-13 to 2014-15 in 
respect of 11 DETC (ST)2 office and cases noticed during audit of other 
DETC (ST) offices have also been included in the Performance Audit. As 
desired by the department during entry conference, some cases assessed 
during 2014-15 have also been test checked under the new scrutiny criteria3

. 

An entry conference was held (January 2015) with the Additiona l Chief 
Secretary (ACS) to Government of Haryana, Excise and Taxation Department 
wherein audit objectives, audit criteria and methodology adopted for e lection 
of districts were explai ned/discussed. The draft Performance Audit Report was 
sent for comments to the Department and Government in August 2015. An 
ex it conference was held on 28 October 2015 with the ACS to Government of 
Haryana, Excise and Taxation Department, ETC, AETCs and other officers. 
Further, a d iscussion was also held on 26 November 2015. The views of the 
Department/Government wherever received have been appropriately 
incorporated in the Performance Audit. We acknowledge the co-operation of 
Excise and Taxation department in providing necessary information and 
records for facilitating audit. 

Ambala, Faridabad (West) , Gurgaon (West), Jagadhri, Jhajjar, Jind, Sirsa and 
Soni pat. 
Ambala, Faridabad (East), Faridabad (West), Fatehabad, Gurgaon (East), Gurgaon 
(West), Kurukshetra, Kaithal, Karnal , Sirsa and Sonipat. 
To streamline the work and make scrutiny assessment effective the department 
reduced ( l 6 July 20 13) the number of scrutiny cases to 5000 after excluding certain 
categories as given in Rule 27 of HVAT Ru les. 
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2.2.6 Audit Criteria 

The audit c riteria were deri ved from the fo llowing sources: 

• HY AT Act and Rules, 2003 and amendments made the re under; 

• CST Act, 1956 and the Rules framed there under; 

• Orders/notifications issued by the Government/ Department from time 

to time; and 

• Judgments/orders of the Hon ' ble Courts/Tribunal. 

Systems de lciencies 
2.2. 7 Com uterisation 

Introduction of VAT envisaged computerisation of tax records, registration 
details and issue of dec laration forms e tc. for better tax administration. It was 
noticed in audit that even a minimum level of computerisation did not ex ist 
within the department even after 12 years of introduction of VAT in the State. 
Computerisation in the Department is limited to admini strative work, 
mainta ining database of dealers, contractors, and traders etc, whereas the 
primary work relating to assessment i.e . verificati on of sale/purchase 
transactio ns, tax deposited, detect in valid ITC etc. were being do ne manually 
through issuing letters to other di stricts/States. As a result, ETC Haryana has 
to issue instructions in March 2006 and Jul y 2013 for manual cross 
verification of a ll purchase/sale transactions totaling more than ~ o ne lakh 
from a single VAT dealer in a year. This could have been avoided if a 
computerised system had been introduced for uploading of information 
re lating to sales/purchase, issue of declaration forms and cancel lati on of 
registration certificates etc., to verify the genuineness of transactions/ 
declaration forms through connectivi ty to national network Tax Information 
Exchange System (TINXSYS). Lack of such computeri sed system has 
restric ted the Department in effective tax management and adm inistration. The 
issue was also pointed out in the Report of the Comptroller and Auditor 
General of India for the year ended 31 March 2014. 

During test check of records of offices of e ight DETCs (ST)4 between 
December 2014 and May 2015, it was noticed that in 77 cases, benefit of ITC 
of~ 40.59 crore on purchase of~ 740.32 crore from VAT dealers was a llowed 
during the years 2009-10 to 2013- 14 without cross verification of 
sale/purchase transactio ns. 

Though computerisation was essential afte r introduction of VAT, the 
departmental machinery failed to dispose of the cases promptl y, locate 
bogus/no n-existing dealers, invalid sale/purchase transactions, verify tax 
deposited, detect fraudu lent c la im of ITC and bogus forms etc as discussed in 
succeeding paragraphs, primaril y due to inadequate computerisation. 

During exit conference, the department stated that the work on 
computerisation is going on and would be comple ted shortly. 

4 Ambala. Faridabad (West), Gurgaon (West), Jagadhri . Jhajjar, Jind, Sirsa and 
Soni at. 
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2.2.8 Absence of provision for finalisation of assessment besides 
cancellation of Registration Certificate RC 

Rule 14 of HY AT Rules, provides for procedure of cancellation of RC and the 
dealer is required to surrender RC, used and unused declaration forms 
obtained from the department along with application for cancellation. 
However, there was no provision in the Act regarding finali sation of 
asses ment besides cancellation of RC. 

During test check of records of the office of DETC (ST) Sirsa in April 2015, it 
wa noticed that two dealer clo ed down their business w.e.f. 31 March 2014 
and I November 2014 respectively and applied for cancellation of RC 
(April 2014/November 2014). The AA cancelled the RCs (November 2014/ 
February 2015) without getting the unused declaration forms sun-endered or 
finali sing the assessments. It was further noticed that during 2013-14, the 
dealers had fi led their returns involving turnover of sale of Cigarettes worth 
~ 83.45 crore. Non finalisation of assessments besides cancellation of RCs 
resulted in non reali ation of tax of ~ 17.52 crore (at the rate of 21 per cent). 
Had the provision for finali sation of assessments besides cancellation of RC 
been made, the amount of ~ 17.52 crore cou ld have been recovered from the 
dealers. 

During exit conference, the department admitted the audit observation and 
stated that assessment would be finali sed at the earliest possible and necessary 
provision would be made in the Act. The department also stated that 
instructions would be is ued to the assessing authorities in due course. 

2.2.9 Non r~istration of works contractors 
Under Section 48 of HY AT Act the assessing authority may call for 
information/database from other departments/Corporation/persons relevant to 
any proceedings or usefu l for tax administration and Section 16 provides for 
levy of tax and penalty equivalent to tax determined during assessment of 
unregistered dealers. 

During test check of records of offices of five DETCs (ST)5
, it was noticed 

that the department had not established any system for cross verification of 
information available with other departments to detect unregistered dealers 
and evasion of tax. 

Further, audit cross verified the information collected from 11 offices6 and 
found that 605 unregistered dealers (Works Contractors) had exceeded the 
threshold limit of taxable turnover for registration as they had received 
payments for execution of works contracts during 2009-10 to 2013-14, but did 
not get themselves registered under HY AT Act. Failure to put in place a 
system for collection of information from other departments, which would 
help fac ilitate the process of identifying, registering and assessing unregistered 

6 
Faridabad (West), Gurgaon (West), Jagadhri , Jhajjar and Soni pat. 
Municipal Council/Corporation (MC): Bahadurgarh, Faridabad, Gurgaon, Sonipat, 

Yamunanagar; Executive Engineer (XEN), Haryana State Marketing Board 
(HSAMB): Bahadurgarh, Faridabad, Gurgaon, Sonipat, Yamunanagar and XEN 
Housing Board: Gurgaon. 
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3. 

4. 

5. 

6. 

7. 
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dealers which resulted in non realisation of tax of ~ 35.66 crore besides 
penalty of ~ 35.66 crore. 

During exit conference, the department admitted the audit observati on and 
stated to make registration of works contractors mandatory in consultation 
with other contractee departments. 

2.2.10 Selection criteria of scrutin)'. ..... c ... a~s ... es ___ _ 

(i) The State Government has prescribed the criteria for assessment under Rule 
27 read with Section 15 of HY AT Act. Cases are to be taken for crutiny 
having gross turnover exceeding ~ 500 lakh in a year, clajm of ITC exceeding 
~ LO lakh, clrum of refund exceeding ~ three lakh, claim of sales made in the 
course of interstate trade and export of goods exceeding ~ 25 lakh in a year, 
cases of industrial units availing any tax concession, cases of fa ll in gross 
turnover, claim of sale/purchase or consignment of goods not matching with 
the accounts, cases based on definite intell igence about evas ion of tax and 
cases of cancellation of RC etc. All other cases will be deemed to have been 
assessed under Section 15 ( J) of the Act. 

In eight DETC (ST)7 offices, L03020 cases were selected as per criteria for 
scrutiny for the assessment years 2006-07 to 2010-11 and assessed during 
2009-10 to 2013-14, as detailed below: 

Catepries 2I09-ll 2111-11 2111-12 2112-13 2113-14 TIUI 
(2186-t7) (2117 .. ) (2MM9) (2119-11) (2111-11) 

GTO More than~ 500 lakh 1.913 2,087 1.704 2.699 2.935 11 .338 

Claim of Input Tax exceeding 1.522 1.492 1.415 1.896 2.177 8.502 
~ 10 lakh in a year 

Claim of Refund exceeding 84 27 22 62 60 255 
~three lakh 
!SS exceeding ~ 50 lakh in a 2.474 2.790 2.225 3.343 3,780 14.612 
vear 
More than 20% Fall in GTO or 2.341 1,989 1,798 1.587 1.455 9.170 
in payment of tax 
Dealer engaged in 1rading of 769 55 1 364 881 799 3.364 
Iron and steel 
Non completion of returns 3.672 4.052 5.047 3.677 4.807 21.255 

Others 5.102 5.612 10.520 6.327 6.963 34.524 

Tobi 17,177 18,611 23,195 21,4n 22,'76 1,13.121 

Out of 1,03,020 scrutiny cases, 2,275 cases were test checked between 
December 2014 and May 2015 from all the categories and fi ndings are 
incorporated in the succeeding paragraphs: 

(ii) Reduction in number of scrutiny cases 

Upto the assessment year 2010- 11 , an average of 50,000 cases were being 
assessed under scrutiny every year. To streaml ine the work and make scrutiny 
assessment effective, the department decided (16 July 2013) to reduce the 

Ambala, Faridabad (West), Gurgaon (West), Jagadhri, Jhaijar, J ind. Sirsa and 
Soni at. 
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number of cases for scrutiny by excluding categories viz.; (a) gross turnover 
(GTO) exceeding five hundred lakh rupees in a year, (b) c laim of input tax 
exceeding ten lakh rupees in a year, (c) claim of sales made in the course of 
inter-State trade and commerce or in the course of export of goods out of the 
territory of India or in the course of import of goods into the territory of India 
exceeding twenty five lakh rupees in a year, (d) cases selected at random, 
(e) cases in which the dealer fail s to complete the returns in material 
particulars after being given an oppo1tunity for the same and cases of 
cancell ation of RC. State Government capped the maximum number of cases 
for scrutiny to 5,000 annually for whole state, besides the AAs could select 
10-15 cases of its choice. District-wise cases were to be selected by a 
committee headed by DETC of each district. Besides, each assessing authority 
could select l 0-15 cases of his choice. Further, ITC was to be allowed after 
100 per cent verification upto the stage of actual payment of tax. It was 
emphasised that the scrutiny cases were to be dealt with strictly in accordance 
with instruc tions dated 14 March 2006 and 16 July 2013. 

Audit observed that selecti on criteria was not proper because the selection 
could not be fair as the selection of 10-15 cases was to be made by AAs as per 
their choice and a committee headed by DETC of each district. Thus, it was 
left at the discretion of AAs and DETCs to select or not to select any case. No 
objective criteria were laid down to enable the selection and this pick and 
choose method was fraught with ri sk of misuse of discre tion. Scrutiny of 
I 05 cases of offices of six DETCs (ST)8 showed no effectiveness and 
improvement in quality of scrutiny assessment as per irregu larities tabulated 
below:-

Irregularities in assessment of scrutiny cases assessed during 2014-15 
·--·- (tin lakll) 

Sr. Name of DETC Tu/latenst Nature of lrreplarlda/Remarb 
No Le¥lable l..eYled Short 

levied 
I Jagadhri 12.20 0 12.20 In one case ~ 12.20 lakh were deposited voluntarily against 

due tax for the assessment year 2012- 13 and the same 
amount of tax deposited on same bank challans was found 
adjusted against the tax assessed for the assessment year 
2011-12. 

2 Gurgaon (West) and 29.26 0 29.26 In three cases ( Gurgaon (West) ( I): Jagadhri (2)) interest of 

Jagadhri ~ 29.26 lakh was not levied on shon payment of tax. 

3 Gurgaon (West) and 159.87 13 1.56 28.31 In three cases tax of ~ 28.31 lakh was shon assessed due to 
Jagadhri application of incorrect rate of tax. 

4 Jagadhri 3.82 0 3.82 Surcharge at the rate of five per cell/ of tax was leviable 
w.e.f. 2 April 2010.The surcharge was not levied in two 
cases. 

5 Gurgaon (West), 90.58 0 90.58 In seven cases, the AAs had shon reversed ITC on stock 
Jagadhri and transfer/tax free sale. 
Soni pat 

6 Jagadhri 39.52 0 39.52 In two cases, the AA failed to levy tax on miscellaneous 
income of ~ 1.67 crore and surrendered income of 
'( 1.35 c rore. 

7 Ambala. Faridabad 0 0 0 Despite clear guidelines/instructions for 100 per ce111 
(West), Gurgaon verification of purchases/sales upto the stage of actual 
(West), Jagadhri, payment of tax. the AAs allowed benefit of ITC in 41 cases 
Jhaiiar and Soni oat without cross verification of ourchaseslsales. 

Ambala, Faridabad (West), Gurgaon (West), Jagadhri , Jhajjar and Soni pat. 
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Under the earlier system, out of 2275 test checked cases, audit observations 
were raised in 182 cases (eight per cent) whereas out of 105 test checked cases 
(pertaining to assessment year 201 1-12 assessed during 2014-15), audit 
observations were rajsed in 48 cases (46 per cent). Thus, even after reducing 
the number of assessment from 50,000 to 5000, no improvement was noticed 
in the assessment. Moreover, audit observations noticed in the new system 
were similar to the observations in the previous system of selection . 

During exit conference, the department agreed to issue instructions to all the 
field offices to cross verify the purchases/sales and payment of tax in all the 
cases. 

Com liance deficiencies 

The AAs were required to assess the cases with reference to extant rules and 
regulations. Scrutjny of records showed that while fi nalising assessments 
provisions of the Acts/Rules were not adhered to as discussed below: 

2.2.11.1 Underassessment/irregular refund of tax due to application 
of incorrect rate of tax 

The rates under HY AT Act, 2003 have been prescribed as per Schedule A to 
G. However, under Section 7(1) (a) (iv) of the Act, any commodity other than 
the commodities classifi ed in any of the schedules, is taxable at the rate of 
12.5 per cent w.e.f. 1 July 2005. Surcharge at the rate of fi ve per cent of the 
tax was also leviable w.e.f. 2 April 2010. Further interest is also leviable under 
Section 14 (6) in case of default of payment of tax. 

Under Section 20 of the Act refund of Input tax shall be admissible to a VAT 
dealer in respect of the tax relati ng to the goods which have been sold in the 
course of export of goods out of the territory of India or on account of 
difference of rate of tax on the goods sold at lower rate within state or inter­
state trade or commerce. 

Audit noticed (between January 2013 and May 2015) that in 49 cases in 
16 DETCs (ST)9

, the dealers sold unclassifi ed items i.e. Building Materials, 
Machinery Parts, Paneer, Hospital equipments, Soap, Nood les etc. valuing 
~ 235.50 crore between 2008-09 and 2012- 13. While finalising assessment 
between February 2012 and December 2014, the AAs levied tax at the rate of 
zero to four/five per cent instead of applicable rate of tax of four/five and 
12.5 per cent. This resulted in underassessment of tax of~ 14.98 crore. In 
addition irregular refund of~ 92 lakh had been issued in seven cases. 

During exit conference, the department admitted the audit observation in all 
the cases. 

9 Ambala, Fruidabad (East), Faridabad (West), Gurgaon (East), Gurgaon (West), 
Jagadhri , Jhajjar, Jind , Hisar , Kaithal, Kamal, Panchkula, Panipat, Palwal , S irsa and 
Soni pat. 
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2.2.11.2 Underassessment due to allowing benefit a ainst fake forms 

Section 5 (3). 6 A and 8 (4) of the CST Act provides for levy of 
nil/conce ional rate of tax on ales made again t declaration form H, F and C 
re pectively. Under section 38 of HY AT Act penalty is leviable for ubmitting 
wrong document to evade payment of tax. 

Audit noticed that in nine DETCs (ST) 10 offices, l 6 dealer c laimed (2006-07 
to 20 I 1- 12) conce ional rate of tax on ale/transfer of good against 
declaration form C, F and H valuing~ 37.9 1 crore and the ame were allowed 
by the AAs while fina li sing a sessments between September 2009 and 
March 20 14 without verification of tran action /form a required vide 
instructions is ued in March 2006. On cros verification by audit, from 
TINXSYS and the issu ing offices, forms valuing ~ 37.9 l crore involving tax 
of ~ 4.4 1 crore were not found issued by the said offices. Thu , a llowing 
benefit against fake C, F and H declaration forms resulted in under as essment 
of tax of~ 4.4 l crore be ide penalty of~ 13.23 crore leviable under Section 
38 of HY AT Act. 

During exit conference, the department admitted the audit ob e rvation and 
assured to take neces ary action as per provisions of the Act. 

2.2.11.3 Evasion of ta due to suppression of sales/purchases and 
failure to le ~enal thereon -----

Section 38 of HY AT Act provides that if any dealer maintains false accounts 
or ubmi t wrong accounts, returns or document to evade payment of tax the 
AA may levy penalty (three times) in addition to the tax evaded/avoided. 

(i) Audit noticed (between March 20 11 and December 2014) from the records 
of office of DETCs (ST) Sir a and Bhiwani that seven dealers of distric t Sirsa 
paid tax at concessional rate on sale agai nst declaration in form C valuing 
~ 13.11 crore. On enqu iry, the department found that actual movement of 
good had not taken place. Consequently, the RA levied fu ll rate of tax on the 
said ale and created additional demand of ~ 2.49 crore but failed to levy 
penalty of ~ 7.47 crore. Further, two dealers of district Bhiwani had 
uppressed the sale of~ 22.48 crore by undervaluing the goods old. While 

finali ing the as es menl in March 2010, the AA levied tax on uppressed 
value of ale but failed lo levy penalty of ~ 8.43 crore and nothing was 
mentioned in the order for non-levy of the penalty. 

(ii) Audit noticed (Apri l 2015), that four dealer under DETCs (ST) 
Fatehabad, Faridabad (West) and Gurgaon (We t) had c laimed benefit of ITC 
valuing~ 72.28 lakh on invalid purchase of~ 10.5 1 crore by ubmilting false 
returnsN AT C-4 certificate during 2005-06 to 2010-11. While finalising 
a se ment between March 2012 and March 2014, the AAs di al lowed the 
claim of ITC but failed to levy penalty of~ 2. 17 crore. 

10 Ambala, Faridabad (East). Gurgaon (West). Jhaijar. Jind. Hisar, Karnal, Sirsa and 
Ja adhri. 

26 



Chapter-I I Taxes/VA T 011 sales, trade 

(iii) Audit noticed that six dea le rs unde r four DETCs (ST) 11
, had uppres ed 

the sales/purcha e va luing ~ 22.37 crore and evaded the payment of tax of 
~ 1.25 crore. While finali ing assessment be tween March 20 11 and November 
201 3, the AAs fail ed to levy tax of~ 1.25 crore besides pena lty of ~ 3.75 crore 
even though the information o f suppre s io n was available o n the fi le. 

During exit conference, the depa rtment admitted the aud it ob ervation and 
assured to take ac tion as per provis io ns of the Act. 

.2.11.4 Underassessment due to non levy of tax/interest/surcharge 
and allowin excess benefit of tax concession 

Under Section 8 of HVAT Act, a registered deale r is entitled to benefit of ITC 
on purchase of goods afte r payment of tax fro m VAT dea le rs of Haryana . ITC 
in volved in c losing stock at the end of the year is carried forward to next year. 
Input tax (carried fo rward) and c lo ing stock should commen urate to each 
other. 

Government c larified that w.e.f. 8 April 20 11 tax on Knitted & Embroidered 
Fabrics is leviable at the rate of 12.5 per cent. Pipes of all varieties a re taxable 
at the rate of four per cent upto 14 February 2010 and five per cent the rea fter. 
Section 14(6) of HVAT Act provides for levy of interest for late/short 
payment of tax . The Government had clarified on 10 February 20 14 that the 
contractors who had opted to pay lump sum in lieu of tax are also liab le to pay 
surcharge unde r Sectio n 7A. Under Sectio n 6 1 read with Rule 69(2) of HVAT 
Rules an indu trial unit if it makes pay ment of fi fty per cent of tax due alo ng 
with returns will be treated as full payment of tax and benefit availed . 

Audit noticed that the AAs had wrongly calculated the carry forward of tax, 
a llowed wrong deduction of tax free ale, excess benefit of tax conce sion and 
did not levy intere t and surcharge of ~ 55 c rore besides irregular refund of 
~ 0.04 crore as tabulated be low: 

Sr. 
o. 

I 

2 

II 

12 

13 

amber 11 Namber Alleament Amount Nature of lrreplarldes 
of of yean 

DETCs dealen 
612 54 2008-09 LO ~ 20.48 crore Due lO submission of 

20 13- 14 wrong accoums by the 
dealers the AA calcu lated 
wrong carry forward of tax 
and fa iled to levy tax and 
penalty u/s 38. This 
resulted in non levy of tax 
and penalty of 
~ 20.48 crore. 

51 3 6 20 10- 11 to ~ 3.47 crore The AA allowed wrong 
2012- 13 deduction of tax free a le 

and failed to levy tax on 
sale of Embroidered 
Fabrics and HOPE pipes 
resulti ng in non levy of tax 
of~ 3.47 crore. 

Ambala. Faridabad (East), Sirsa and Sonipal. 
Faridabad (East), Fatchabad, Kaithal. Karna !, Kurukshetra and Soni pat. 
Ambala, Gurgaon (West). Hi. ar, Jhajjar and Soni pat. 
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Sr. Number Number Assessment Amount ature of irregularldes 
No. of of yean 

DETCs dealers 

3 814 14 2006-07 to ~ 4.05 crore The AAs fai led to levy 
20 11 - 12 interest on short payment 

of tax ( u/s 14 (6)) and late 
paymem of additional 
demand l u/s 23 ( I ) I 
resulting in non levy of 
interest of ~ 4.05 crorc. 

4 815 15 2010- 11 to ~ 0.31 crore The A As fa iled to levy 
20 11 -12 surcharge of ~ 0.3 1 crore 

and allowed irregular 
refund of ~ 0.04 crore 
additionally. 

5 116 I 2007-08 and ~ 26.69 crore The AA accounted for fifty 
2008-09 per cem of benefit of tax 

concession against hundred 
per cent of ~ 53.38 crore 
resulting in exces benefit 
of tax conce ion of 
~ 26.69 crore to the dealer. 

Total 90 ' 55.00 crore 

During exit conference, the department admitted the audit observations and 
assured to take action as per provisions of the Act. 

2.2.11.5 Underassessment/Excess refund due to non/incorrect 
reversal of ITC 

Under Section 8 (1) of HVAT Act, if a dealer uses the goods (VAT paid) in 
manufacturing of taxable/tax-free goods or partly disposes of the goods 
manufactu red otherwise than by way of ale, input tax credit is allowable on 
pro-rata basis. 

(i) Audit noticed that during 2008-09 to 2011-12, 28 dealers unde r 
l 0 DETCs (ST) 17

, purchased goods after payment of VAT of ~ 1,864.41 crore 
and manufactured taxable & tax free goods or disposed of manufactured good 
otherwise than by way of sale . Accordingly, ITC of ~ 15.49 crore was to be 
reversed proportionately against which the AAs, while fina lising assessments 
between November 20 11 and Jul y 2014 reversed ITC of onl y ~ 9.88 c rore. 
This resulted in Jess reversal of ITC and inadmissible refund of ~ 5.61 crore. 

(ii) ITC is admissible on purcha es made from VAT dealers within the tate 
after payment of VAT paid to the State by the selling dealers. The purchases 
are adopted as per the books of account /returns and reconciliation statement 
filed by tbe dealers . 

14 

15 

16 
17 

Ambala, Faridabad (We t), Gurgaon (East), Gurgaon (West), Jind, Rohtak, Sirsa and 
Soni pat. 
Ambala, Jhajjar, Jagadhri, Faridabad (East), Kaithal, Kamal, Kurukshetra and Sirsa. 
Gurgaon (East) . 
Ambala, Faridabad (West), Fatehabad, Gurgaon (East), Gurgaon (West), Jind, 
Kaithal , Karnal, Sirsa and Sonipat. 

28 
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Audit noticed that five dealer under four DETCs (ST) 18
, claimed ITC of 

~ l .40 crore as per an nual return (R-2) filed by the dealers, but while fi nali sing 
assessment be tween October 2010 and March 2014, the AAs al lowed ITC of 
~ 2.36 crore on the basis of certificate of purchases (Y AT/C 4) against 
admissible ITC of~ L.40 crore which resul ted in excess benefit of ITC of 
~ 96 lakh. 

(iii) As per guidelines is ued by ETC o n 2 1 March 2013, LTC on evaporation 
loss of Petrol/Diesel wa to be reversed. 

Audit no ticed that 98 dealers under ix DETCs (ST) 19 purchased Pe trol and 
Diesel during 2009-10 to 2011 -12 and 3. 16 lakh liters Petrol and 6.23 lakh 
lite r Die e l valuing ~ 3.63 crore was c la imed a evaporation loss by the 
dealers. While finalising assessments between March 20 13 and March 20 14, 
the AAs had not reversed the ITC of ~ 0.50 crore. This resul ted in exces 
benefit of ITC of~ 0.50 crore on evaporation loss of ~ 3.63 crore. 

During ex it conference, the department admitted the audit ob ervation and 
assured to take action a per provision of the Act/gulidelines . 

. 2.11.6 Underassessment/Irregular refund due to misuse of form 
VAT D-lNAT D-2 

Under Rule 21 of HY AT Ru le , a Y AT deale r may purchase good against 
Form Y AT D-2 (witho ut payment o f tax) for exporting these out of India. 
Further under section 7(5) o f HY AT Act, if any dealer fails to make use of 
goods purchased for the specified purpo e, additional tax and penalty not 
exceeding to one and a ha lf times of the tax, is leviable. 

(a) Audit noticed that 11 dealers under ix DETCs (ST)20
, purchased Paddy 

and utensil during 2008-09 to 20 12- 13 valuing ~ 196.15 crore again t Form 
Y AT-02 for the purpose of exporti ng them, but fa iled to do so and old the 
said Rice/Utensils to the local dealers for fu rthe r export against Y AT-D2, 
valuing ~ 79.28 c rore thereby becoming li able for penal action under 
Section 7 (5). However, whi le finalis ing assessments between March 2012 and 
August 2014, the AAs allowed the deduction of export against Y AT D-2 and 
fai led to levy additional tax of ~ 3.58 crore and penalty of ~ 5.37 crore leviable 
under Section 7 (5). This resulted in irregula r refund of ~ 3.08 crore. 

(b) Audi t noticed that e ight dealers o f KaithaJ and Kamal during 2009-10 to 
2012-13 purchased Paddy valuing ~ 254.97 crore again t form Y AT D-2 for 
export of Rice out of India but Paddy valuing ~ 16 1.75 crore wa still lying in 
stock at the end of the year. The dealer had a lso ex ported Rice out of 
Paddy/Rice purchased afte r payment of YA T and were allowed refund of 
~ 5.75 crore. The deale rs were required first to export Rice out of Paddy/Rice 
purchased again t form Y AT D-2 and then out of Y AT paid Paddy/Rice. Due 
to non compliance, the deale r was liable for penal action under Section 7(5) of 
HVAT Act. Wh ile finalising assessments (June 2012 and July 2014), the AAs 
fa iled to levy additio nal tax of ~ 7.54 crore besides leviable penalty of 

18 

19 

20 

Ambala, Gurgaon (West). Jhajjar and Jind. 
Fatehabad, Hisar , J ind. Kurukshetra. Narnaul and Sirsa. 
Ambala. Kaithal, Karna! Kurukshetra, S irsa and Sonipat. 
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< 11 .3 l crore, as the copies of the purcha e orders from the foreign buyers 
were not found on record and further allowed irregular refund of < 5.75 crore. 

During ex it conference, the department admitted the audit observation and 
assured to Lake action as per provisions of the Act. 

2.2.11.7 Non-consideration of stock of Paddy/Rice purchased 
__ against form V AT-02 

Audit noticed that nine dealers under three DETCs (ST) (Kaithal, Karnal and 
Kuruk hetra) purchased Paddy/Rice during 2010-11 to 2012-13 against form 
VAT D-2 and also after payment of VAT. The dealers exported Rice out of 
VAT D-2 purchases and VAT paid purchases. The dea lers claimed and were 
a llowed refund of< 4.31 crore against export of Rice out of VAT paid 
purchases. The dealers had closing stock of purchases made against VAT D-2 
Forms valuing < 169. lO crore involving tax of < 8.14 crore (presumed) and 
VAT paid stock valuing < 69.87 crore involving tax of < 3. 12 crore. The 
dealers were required to export the Rice out of VAT D-2 stock fir t. 
Accordingly, while a llowing refund, tax (presumed) involved in VAT D-2 
stock was to be retained, as the copies of the purchase orders from the foreign 
buyers were not found on record. While finalising assessments between June 
2012 and December 2014, the AAs did not retain the presumed tax involved in 
Paddy of VAT D-2 stock which resulted in excess refund of < 3.14 crore. 

During ex it conference, the department admitted the audit observation and 
assured to get the cases re-examined. 

under Section I OA of CST Act 

Under Section 8 (3) of CST Act, a registered dealer can purchase goods 
against declaration Form C for resale, use in manufacturing/ 
processing/packing of good for sale etc., but cannot purchase goods for self 
use i.e. for any purpose other than pecified under the said section. Further, 
Section 10 A provides for levy of penalty not exceeding one and a half times 
of the tax for non-use of the goods purchased for specified purposes. 

Audit noticed cases of dealers under DETCs (ST) { Gurgaon (West), Hi ar and 
Jhajjar}, who had purchased goods valuing < 2. 19 crore involving tax 
of < 0.28 crore during the years 2009-10 to 20 l l -12, at concessional rate of 
tax against Form C. Two dealers (Hotelier and manufacturer) had purchased 
building material and one dealer (contractor) had purchased Truck. These 
dealers were not entitled to purchase these goods against Form C as the said 
goods were not used for the purpose for which the dealers were registered. 
While fina li sing a sessments between November 2012 and March 2014, the 
AAs failed to levy penalty of< 42 lakh for misuse of forms C. 

During exit conference, the department admitted the audit observation and 
assured to get the cases re-examined. 
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.2.11.9 Excess refund due to allowing deduction against invalid 
documents 

Section 5 (3) of the CST Act, provides that the last sale or purchase of any 
goods preceding the sa le or purchase occasion ing the export of those goods 
out of the territory of India shall a lso be deemed to be in the course of such 
export, if such last sale or purchase took place after, and was for the purpose 
of complying with the agreement or order for or in re lation to such export. 

Audit noticed that during 2009-10 to 20 12-13, 18 dealers under three 
DETCs (ST) (Kaithal, Kam al and Kurukshetra) sold Ri ce va luing 
~ J 12.10 crore to exporters of Rice to comply with the orders of Export. While 
fina lising assessments between June 2012 and December 2014, the AAs 
a llowed deduction of ~ 28.34 crore under Section 5 (3) of CST Act against 
form VAT D-2. Documents of export submitted by the dea lers a long with 
form VAT D-2 were invalid because e ither the crop year of export of Rice did 
not ta lly with the crop year of sale of Ri ce or the export had already taken 
place or export was delayed by 5 to 7 months. Hence, allowing deduction 
against invalid documents resulted in excess refund of ~ 1.39 crore. 

During exit conference, the department admitted the audit observation and 
a sured to get the cases re-examined. 

2.2.11.10 Irregular refund to contractors/traders ---
As per Section 2 (ze) tax is leviable on material transferred in execution of 
works contract. Government fi xed the va lue of Labour and Services at 
25 per cent on 17 May 2010. Section 24 read with Rule 33 provides for 
deduction of TDS (WCT) and allowing benefit after due verification of 
payment from records. 

Audit noticed from the records of assessment of works contractors and traders, 
in respect of 11 DETCs that tax was incorrectly calculated by applying 
formu la without obta ining any evidence i.e. allowed excess deduction of 
labour and services, benefit of TDS without verification, refund against sale to 
self on C Form e tc., in assessment and issue of irregular refund of 
~ 54.45 crore to contractors/dealers, as detai led below:-

lrregularldes In Issue or refund to works contracton and traden <'In crore) 

Sr. No. or 
No. DETCs 

1 1021 

2 6 22 

21 

22 

No. or Yean of Nature of lrregularldes Amount or 
Contracton/ UffSSmfDt Irregular 

dealen Rdund 
aU-ed 

41 2006-07 lO The AAs did not levy additional tax and penally of 5.83 
2012-13 n .83 crore ~ 3. 13 tax + ~ 4.70 penalty) against 

works contractors for misuse of VAT D-1 and 
allowed irregular refund of~ 5.83 c rore. 

22 2006-07 lo The AAs levied lax on works contractors by formula 0.96 
2012-13 wonh ~ 19. 71 crore against le viable tax of ~ 20.67 

crore without obtai ning any evidence of inclusion of 
lax in the gross receipts. This resulted in allowing 
irregular refund of~ 0.96 crore. 

Ambala, Fatehabad, Gurgaon (West). Hisar. Jagadhri , Kaithal , Kamal, Kurukshetra, Panchkula 
and Sonipal. 
Fatehabad, Gurgaon (East), Gurgaon (West), Kai thal , Kamal and Sirsa. 
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I rregularlties In Issue of refund to works contncton and tnden ~In crore) 

Sr. 
No. 

3 

4 

5 

6 

7 

8 

No. of No.of Vean of Nature of lrregularides Amount of 
DETCs Contncton/ assessment Irregular 

dealen Refund 
allowed 

5!l 23 2008-0910 While framing the asse;sments of works contractors. 17.72 
2011-1 2 the AAs al lowed deduction of Labour and Services 

wonh ~ 4 14.13 crore against allowable deduction of 
~ 2 12.24 crore without mentioning any jus tification. 
This resulted in allowing excess deduction of 
~ 20 1.89 crore and irregular refund on 17 .72 crore. 

11• I 2010-1 1 to The AA allowed deduction of fuel of ~ 3.06 crore 0.1 3 
2011-12 against allowable deduction of ~ 1.61 crore resulting 

in allowing excess deduction of ~ 1.45 crore and 
consequent irregular refund of~ 0.13 crore. 

IO~' 34 2004-05 to The AA allowed benefit of TDS (WCT) of~ 19.80 16.32 
2012-13 crore without verification from Daily Collection 

Register resulting in irregular refund of~ 16.32 crore. 

3'6 8 2009-10 The AAs allowed refund to traders which was not 0.42 
covered u/s 20 (2) of HVAT Act resulting in irregular 
refund of~ 0.42 crore. 

In I 2010- 11 The AAs allowed refund 10 dealers who shown sale to 3.54 
self/branch against Fonn VAT D-1/C resulting in 

irregular refund of~ 3.54 crore. 

9'.!8 79 2004-0529 The AAs failed to levy tax on surrendered income. 9.53 
to 20 13-14 misce llaneous income. DEPB. allowed wrong ITC on 

fuel and other invalid purchases. allowed ITC more 
than claimed in return VAT R-2 etc. and allowed 
irregular refund of~ 9.53 crore. 

Total 54.45 

During exit conference, the department admitted the audit observati on 
(Sr. No. 1, 2 and 4 to 8) and assured to take action as per provisions of Lhe Act. 
As regards Sr. No. 3, the department stated that deduction of labour in excess 
of 25 per cent can be aJlowed on the basis of proper accounts maintained by 
the contractor. However, the department assured to issue instructions to field 
offices for passing speaking assessment orders wherever deduction is allowed 
in excess of 25 per cent. 

2.2.11.1 t Irre ular refund to contractors ofDMRC 

As per entry 3A of schedule B, with effect from 30 November 2006, no tax 
was leviable on goods sold to Delhi Metro Rai l Corporation (DMRC) for use 
in Gurgaon Metro Corridor. Further, entry 3 of Schedule G was inserted on 
6 April 2010 (with effect from 30 November 2006) and entry 3A of 

23 

2A 

25 

26 

27 

28 

29 

Ambala, Gurgaon (East). Gurgaon (West). Kaithal and Kurukshetra. 
DETC Kaithal. 

Ambala, Fatehabad. Gurgaon (West), J ind. Jagadhri, Kailhal. Kamal, Kurukshetra. Sirsa and 
Soni pat. 
Faridabad (East). Gurgaon (East) and Gurgaon (West). 
Gurgaon (East). 

Ambala, Faridabad (East), Faridabad (West). Gurgaon (East). Gurgaon (West). Kamal, 
Kurukshetra, Sirsa and Sonipat. 
The assessment of the dealer of Gurgaon (East) was final ised on 13 February 2008 but refund 
was issued on 24 June 2013 without recording any reasons for delay. 
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Schedu le B was omitted simultaneously enabling the dealers to seek refund of 
tax paid on the purchase of goods sold to DMRC. 

Audit noticed in DETC (ST) Gurgaon (East), that three contractors executed 
works contract for construction of Gurgaon Metro corridor during 2009-10 to 
2011-12 and claimed refund of ~ 2.22 crore. While finalising assessments 
between June 2012 and March 2013, the AAs allowed refund of tax to these 
contractors though the rates quoted by contractors were inclusive of tax. The 
refund of tax to the contractor was not in order as DMRC had already paid tax 
to the contractors through running bi lls. The benefi t of tax concession if any, 
should have been passed on to the DMRC. Hence, no refund was allowable to 
the contractors. This resulted in irregular refund of~ 2.22 crore. 

During exit conference , the department stated that entry in schedule G was 
inserted to allow refund to the contractors. However, the cases had been taken 
up in revision for further examination . 

. 2.12 Internal control mechanism 
~~~~~~~~~~~~~~~ 

Internal control is an integral process by which an organisation governs its 
activities to achieve its objectives effecti vely. An inbuilt internal control 
mechanism and strict adherence to codes and manuals provide reasonable 
assurance to the department about compliance of applicable rules, achieving 
rel iability of fi nancial reporti ng, effectiveness and efficiency in its operations . 

. 2.12.1 Internal Audit 

Internal Audit is a tool in the hands of Management to ensure that the 
prescribed systems are functi oning well. 

It was noticed that no internal audit of assessment cases was being done by the 
department. 

During exit conference, the department stated to start internal audit of 
assessment cases in due course . 

. 2.12.2 Monitorin 

For administration and implementation of the Acts, effective monitoring 
mechanism is required in the department. Effecti ve monitoring can be done 
through periodical reports, follow up action and inspection of field offices to 
ensure maintenance of assessment records in proper form. 

Audit noticed that instructions/guidelines issued on March 2006, 
February 2007 and Jul y 201 3 regarding preparation of check lists, obtaining 
account of declaration forms , proof of payment of tax, cross veri fication of 
sales/purchases and checking of movement of goods were not being followed 
by the AAs while scrutinizing the cases. Further, audit noticed in 
eight DETCs (ST) that records of assessment cases was not being maintained 
properl y. The irregularities such as non-mai ntenance of demand and collection 
register, late servicing of assessment orders and demand notices, delay in 
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re-a es. ment of ca e and penalty for non filing of return etc., di cus ed in 
the following audi t paragraph are indicator of ineffecti ve internal control 

mechani m. 

(a) on maintenance of Demand and Collection register (DCR) o 
returns (VAT G-8) 

Rule 37 of HY AT Rules provides that the officer in charge of each district 
shal l maintain OCR of returns in form V AT G-8 in re peel of dealer 

regi tered under the Act showing the return filed, asse smenl framed and 
payment of tax/addi tional demand made etc. 

Audi t noticed in the offices of eight DETCs (ST)30 that the OCR of returns 
(VAT G-8) was not maintained properly a details of return filed, a essment 
framed and payments made were not found entered therein. 

Further, in one ca e under the office of DETC (ST) Jagadhri, benefit of 

depo it of tax of ~ 6 lakh pertaining to the year 2010- 11 wa allowed in 
a e ment years 20 10- 11 and 2011 - 12. In two ca es of DETC (ST) Ambala 
and Gurgaon (We t) benefit of deposit of tax of~ 2. 19 crore was allowed 
without verification from records. Further, it was noticed that amount of tax 

deposited was neither entered in VAT G-8 register nor in Demand and 
Collection Register of tax. This resulted in irregular benefit of tax of 
~ 2.25 crore. 

During ex it conference, the department admitted the audit ob ervation and the 
A CS directed the department to maintain the said records properly. 

b Late servicing of assessment orders and demand notices 

A s per instruction i ued on 14 M arch 2006, copy of as e smenl order along 
with notice of demand wa to be served to the dealer (s) within fifteen day of 
finalisation of a se ment. 

Audit noticed in 99 cases under DETC (ST), Faridabad (We t) that AAs failed 

to serve copy of a e ment orders and demand noti ces in time involving 
demand of more than ~ one lakh each, which were served after delay ranging 

between 15 to 455 days. Non-monitoring at DETC level resulted in lo s of 
intere t of~ l.46 crore a thi amount cannot be recovered from the dealer , 

due to lap e on the part of the department. 

During exit conference, the department admitted the lapse and tated to is ue 
in tructions for strict compliance of provisions of Act/Rules. 

on e amination of assessment cases b DETCs/JETCs ---
To have an effecti ve internal control , the Department required monthly/ 
quarterly tatement to be furnished by the DETCs to ETC every month/ 

1() Ambala, Faridabad (West). Gurgaon (Wci.t), Jagadhri , Jhaijar , J ind, Sirsa and 
Soni at. 
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quarter. Out of the cases as e ed by the AA , the Department a lso pre c ribed 

the number of scrutiny case to be checked by DETCs/JETCs. 

The re was nothing on record to prove that the DETCs/JETCs had exami ned 
the ca es assessed by the AA nor any report was sent to ETC. Thus, the 

internal control mechani sm was weak. 

During exit confe rence, the department accepted the audit observati on and 

stated to issue directions to strengthen the internal control. 

(d) Loss of revenue due to delay in re-assessment of the cases 

Section 17 of the HY AT Act provides that if the a e sing authority di cover 

that the turnover of the bus iness of a dealer has been under as es ed or ha 

escaped asses ment or input tax or refund has been allowed in exce s in any 

year. it may reas e the tax liability of the dealer for the asse ment year after 
giving him area onable opportunity of being heard. 

During analysis of inspection re ports (IRs) issued by this office, to the offices 

of four DETCs (ST)31 for the years 2009- 10 to 20 12- 13, it was noticed that in 

50 cases involving e capement of tax of ~ 12.75 c rore pertaining to the 

assessment years 2006-07 to 2009- 10, the AAs had re plied at the time of audi t 

that requisite action was being taken, cases were being re-examined, cases had 

been sent or being sent to Revis ional Authority (RA) for taking suo motu 

acti on, but no such requi ite acti on had been taken till date and the case had 

become time barred . Thus, control failure at the DETC/JETC level, to ensure 

timely action by the AAs, resulted in loss of ~ 12.75 crore toward una e ed 

ca e becoming time barred. 

During exit conference, the department agreed to the audit ob ervation and 

tated to get ac tio n initiated now as the limitation period for revi ion ha been 

enhanced to six years. 

(e) Non le!! of enalty for non-filing of returns 

Section 37 A of HYAT Act provides for levy of pena lty for late/non filing of 
return . DETC of the district was required to seek report from AAs regarding 

late/non filing of returns by dealers and levy of penalty thereon. 

During test check of record of offices of eight DETCs (ST)32
, it was noticed 

that during 2009- 10 to 20 13- 14, 5,723 dealers had not filed thei r return in 
time and the AA fai led to levy penalty again t the e dealers a lack of control 

at DETC level led to no n levy of penalty on return defaulters. 

During exi t conference, the department admitted the audit ob ervation and 

stated to issue in truction for levy of penalty. 

J I 

32 
Ambala, Jagadhri, Jhaijar and Jind. 
Ambala, Faridabad (West), Gurgaon (West). Jagadhri, Jhaija r. Jind. Sirsa and 
Soni at. 
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Recovery of demand created during the ear 

Recovery of tax/penalty a essed should be made from the dealers 
immediately after as essment and hould be watched at appropriate level. 

On analysis of records of eight e lected DETCs (ST)33
, audit noticed that 

during the years 2009- l 0 to 2013-14, the AAs created demand of 
< 4,464.66 crore, demand of< l ,79 l crore was dropped and net recoverable 
remained< 2,673.66 crore a detailed in table below:-

cti.ia..1 

Sr. Ytar De8ud Dddlelll Net Recovaed Blllucetobr .._...., 
No. created Dropped ncovtl'lble dutma die year receweml recovery 

I 

2 

3 

4 

5 

2009-10 80.098.97 12.899.40 67.199.57 4.763.56 62.436.01 7.09 

2010- 11 46.653.03 16.642.96 30.010.07 4.498.81 25.51 1.26 14.99 

2011-12 46.793.84 17.744.05 29.049.79 4.302.78 24.747.01 14.81 

2012- 13 46.140.05 16.012.68 30. 127.37 4.085.31 26,042.06 13.56 

2013-14 2,26.780.56 1.15,801.49 1,10.979.07 5.6 18.39 1.05.360.68 5.06 

Toeal 4,46.466.45 I. 79.100.51 2.67.365.17 23.268.llS 2.44.097.02 8.71 

The average recovery of net recoverable demand during the years 2009-10 to 
2013- 14 comes to 8.70 per cent onl y, which indicates that lack of control at 
appropriate level Jed to slow pace of recovery . 

During exit conference, the department accepted the audit observation and 
stated that efforts would be made to peed up the recovery process. 

2.2.12.3 Other deficiencies 

In order to have an effecti ve check, the assessment case files shou ld contain 
the returns, lists of sale/purchase, statutory forms duly fi lled in and complete 
in all respects. Following deficiencies were noticed in the assessment fi les: 

33 

• As required under Ru le 25 (i) copies of sale/purchase invoices in 
support of deduction of tax exempted sale was neither being obtained, 
nor name of items sold/purchased was mentioned in the as essment 
orders. 

• As per provisions contained in Rule 9.3 of Punjab Financial Rules 
Volume- I , a refund was to be a llowed out of original demand or 
realisation (a the ca e may be). A such the refund is to be allowed 
out of the tax paid into treasury by first seller of the goods. l t was 
observed that refunds were being is ued out of tax paid by large tax 
payers other than the elle r of the goods against which refunds had 
accrued. Refund applications were not being obtained on proper 
proforma VAT A-4. 

Ambala, Faridabad (West), Gurgaon (West), Jagadhri , Jhajjar, Jind, Sirsa and 
Soni at. 
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• In the case of W orks Contractors, copy of contract/agreement was not 

found in the assessment files. 

• Name of item sold/purchased wa not being mentioned on form C as 

the Ii t o f sale/purchase (LS-2/LP-3) contained narration, 
'As per Bil l '. Name of item sold/purchased should be recorded on the 

forms C and in the lists as well. 

• V AT C-4 forms did not contain any Sr. No. or printed Sr. No. etc. as 

required under Rule-20 of HY AT Rules 2003. Further, in majority of 

the cases, name of items sold/purchased were also not mentioned on 

VAT C-4. A f ter amendment dated 17 M ay 20 I 0, particulars of 

payment of tax etc. had neither been printed on VAT C-4 nor 

submitted by the is uing dealers. 

• A e ment for the years 2010- 1 l , 20 11- 12 and 201 2- 13 were framed 

under Section 15( 1) of HV AT Act 2003. No document pertaining to 
VAT transactions were obtained at the time of assessment. But at the 

time of i sue of refunds, document i .e. VAT C-4/V AT 0 - 1 etc. was 

also not obtajned. In the absence of these documents, genuineness of 

refund issued could not be ascertained in A udit. 

• In the ca e of exporters of Rice, no export orders (from foreign 
buyers) were available on the fi le to ascertain the correctness of 

procurement of Paddy/Rice etc. against dec larati on in form VAT 0 -2/ 

H and purcha e order no. and date of foreign buyer and detai l of 

export were not found filled in the declarations in form VAT D-2/H . 

Further, bi lls of lading (proof of expo11) did not contain custom 

clearance certificate in support of good having left the customs 

frontier of India. 

• Paddy Hu k obtained by milling was not being reflected in trading 

account. l t was stated that the same was used in Boi ler as fuel. As 

uti li ation of Paddy Husk a Fuel was disposal of good otherwi e 
than by way of sale, ITC wa to be reversed proportionally. This wa 

not being done. 

During exit conference, the department admitted the deficiencies pointed out 

by audit and Lated to issue necessary in tructions so that such lap e do not 

re-occur. 

.2.14 Conclusion 

Introduction of VAT en vi aged computerisation of tax record , registration 

details and i ue of declaration forms etc. for better tax administration, but 

even a minimum level of computerisation did not exi t in the department even 

after lapse of more than twelve years. Uploading of information relating to 
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sales/purchase, issue of declaration forms and cancellation of registration 
certificates etc., through connectivity to national ne twork TINXSYS was not 
done and verifications was being done manually by issuing letters to other 
districts/States. No provision exists in the Act for finalisation of assessments 
bes ides cancellation of RC, no efforts were made by the department to detect 
unregistered dealers/contractors by cross verification of information avail able 
with other departments. No improvement was noticed in the assessment even 
after decreasing the cases fro m 50,000 to 5,000 annually. Instances of under 
assessment of tax and irregul ar refunds due to application of incorrect rate of 
tax, benefit of tax concession on fake forms, non levy of penalty, interest and 
surcharge, excess benefit of tax conces ion, short-non rever al of ITC, 
irregular deductions were noticed which resulted in loss of revenue. In the 
absence of properly maintained demand and collection registers of returns, 
detail of tax deposited could not be ascertained. After assessment, the 
assessment order and demand notices were issued late, resulting in loss of 
interest. Non-compliance of various provisions of the Act/Ru les, resu lted in 
inadequate tax management and admini stration. 

2.2.15 Recommendations 

It is recommended that the department may consider:-

(i) Devising a system for uploading of details of use of declaration forms 
on Tax In formation Exchange System (TINXSYS) for verificati on of 
sales/purchases again t declaration forms; 

(ii) Implementing hundred per cent computerisation, for cross verification 
of transactions of sale/purchase, forms e tc; 

(ii i) Issuing necessary instructions to finali se the assessment ca es at the 
earliest after the date of cancellation of registration certificates; 

(iv) Devising a system of cross exchange of database/information to detect 
unregistered works contractors/dealers and monitoring the results of 
exchange of information; 

(v) Issuing refunds as per Rule 9.3 of PFR Vol. I out of the tax paid into 
treasury by the first seller of goods only; and 

(vi) Institutionalising effective internal control mechanism to en ure 
compliance of the provisions of HV AT Act, CST Act and Rules made 
thereunder and put in place internal audit of assessment cases. 
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2.3 Incorrect benefit of ITC on goods not sold 

Purchase of Duty and Entitlement Pass Book (DEPB)/lmport License 
wor th ~ 95.81 crore, which are to be used for resale, was incorrectly 
allowed to be adjusted against Custom Duty payable, resulti ng in 
incorrect grant of ITC of~ 4.84 crore to a dealer . 

As per provisio ns o f Section 8 of HY AT Act 2003, ITC on purchase of good 
is adm iss ible agai nst tax liability on sale of good as such or the goods 
manufactured therefrom in the State or inte rstate trade and commerce. The 
Principal Secre tary to Government of Haryana, Exci e and Taxation 
Department had al so c larified (22 Apri l 2013) that ITC is available only if the 
Duty Credits Scrip (Scrip ) are purchased for resale as uch and no ITC 
would be admissible if the e were u ed for adjustment of Custom Duty. 

Audit noticed that a dealer under DETC (ST), Gurgaon (West) purchased Duty 
Entitlement Pass Book (DEPB)/lmpo rt License worth ~ 95.81 crore after 
payment of YA T of ~ 4.84 crore during 2009-10 to 2011 -12. The dealer used 
the same for adjustment o f custom duty payable by him. As the goods (Scrips) 
were not sold by the dealer, therefore, no ITC was admissible. However, while 
finali sing assessments in these cases between March 2013 and March 2014, 
AA a llowed the ITC claims to the deale r resulting in incorrect grant of ITC of 
~ 4.84 crore. 

On th is being pointed out (September 20 14), the DETC (ST) Gurgaon (West) 
stated in September 20 15 that the cases had been sent to the Revisional 
Authority for taking uo motu action. 

The matter was reported to the Government in May 2015; reply has not been 
received (November 2015). 

2.4 Non levy of interest 

Action to levy in terest was not initia ted even after a lapse of 
12 months resulting in non levy of inter est oft 3.49 crore by the 
DETC (ST) Panchkula, in one case. 

Section 14 (6) of the HY AT Act, inter alia lays down that if any dealer fa ils to 
make payment of tax , he shall be li ab le to pay, in addition to the tax payable 
by him, s imple intere t at o ne per cent per month if the payment is made 
within ninety days, and at two per cent per month if the defau lt conti nues 
beyond ninety days for the whole pe riod , from the last date specified for the 
payment o f tax till the date he makes the payment. The ETC, Haryana had a l o 
issued instructions (September 1993) that it is the duty of every AA to finali e 
penal proceedings along with the assessment and if, for any rea on, the penal 
action is kept pendi ng, that should be initiated immediate ly after the 
assessment is fina lised and must be completed within s ix months of the 
assessment. 

Audit noticed from the records of office of DETC (ST), Panchkula in 
November 2014, that the AA fina lised the assessment of a dealer for the year 
2010-11 , in November 2013 and created an additional demand of~ 4.59 crore. 
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Action to levy interest/penal action was to be taken up separately as stated in 
the assessment order. However, no such proceedings were initiated to levy 
interest even after a lapse of 12 months. This resulted in non levy of interest of 
~ 3.49 crore. 

On thi s being pointed out (November 2014), the DETC (ST) Panchkula stated 
in March 2015 that the interest of { 3 .43 crore has now been levied under 
section 14 (6) of HY AT Act. Further, progress on recovery is awaited 
(November 2015). 

The matter was reported to the Government in May 2015; reply has not been 
received (November 2015) . 

. S Non le of additional tax surchar e 

The AAs did not levy additional tax in the nature of surcharge at the 
rate of five per cent of the tax of~ 33.93 crore under VAT resulting in 
non levy of surcharge of~ 1.69 crore, in 42 cases. 

As per section 7 (A) of HV AT Act, an additional tax, in the nature of 
surcharge at the rate of fi ve per cent on the tax was leviable w.e.f. 
02 Apri l 20 10. The Principal Secretary to Government of Haryana has also 
clarified (10 February, 2014) that the work contrac tors who have exercised 
the option of payment of lump sum in lieu of tax are also liable to discharge 
the liability of surcharge under section 7 (A) of the HV AT Act. 

Audit noticed from the assessment records of fi ve offices34 of DETC (ST) 
be tween July and December 2014, that the AAs while finalising the 
assessments (between Apri l 2013 and March 2014) in 42 cases, calcula ted the 
tax of ~ 33.93 crore, at the rate of four per cent on the taxable turnover of 
{ 807.05 crore during the years 2010- 11 and 2012- 13, but the addit ional tax at 
the rate of fi ve per cent of the tax amount of ~ 33.93 crore was not levied. 
This resulted in non levy of surcharge of ~ 1.69 crore. 

On thi s being pointed out (be tween July and December 2014), the AA 
Gurgaon (West) stated (January 2015) that additional demand of~ 12.43 lakh 
has been created in three cases. AAs Faridabad (East), Panipat and Kam al 
sta ted that the cases have been sent to Revisional Authority for taking suo 
motu action. DETC (ST) Bahadurgarh did not furnish any reply 
(November 2015). 

The matter was reported to the Government in May 2015 ; reply has not been 
received (November 2015). 

34 Bahadurgarh, Faridabad (East). Gurgaon (West), Karna! and Panipat. 
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Incorrect classification of steam/embroidered fabrics and spare parts 
and levying tax at lower rate against leviable rate of 12.5 per cent, 
resulted in non/short levy of tax and surcharge of ~ J .98 crore, in 
seven cases. 

Under Section 7 (1 ) (a) (iv) o f the HVAT Act, tax is leviable at the rates 
specified in Schedu les 'A' to 'G' o f the Act depending upo n the eta ification 
of good and the item not c lassified in above schedules are taxable at general 
rate of tax i.e. 12.5 per cen1 with effect fro m I July 2005. Further, urcharge al 
the rate of fi ve per cent of the tax wa also leviable w.e.f. 02 Apri l 2010. 

2.6.1 Audit noticed from the a essment records of the office of DETC (ST), 
Panipat in September 20 14, that a dealer old team worth ~ 5.05 crore during 
the year 2010- 11 and claimed as tax free sale and the AA while fi na lis ing the 
assessment in March 2014, a l o a llowed it as tax free goods under chedu le 
'B' of the HVAT Act. However, steam is not classified in any chedule, hence 
taxable at the rate of 12.5 per cent plus surcharge. This resulted in non levy of 
tax and surcharge of ~ 66.23 lakh besides inte rest of ~ 52.99 lakh was a l o 
leviable. 

On thi s be ing pointed o ut (September 2014), the DETC (ST) Pani pat stated 
(September 20 15) that an additional demand worth ~ l.2 1 crore had been 
c reated. 

2.6.2 Audit noticed (May to July 2014) from the records of offices of DETC 
(ST), Sonipat that four deale rs sold Embro idered Fabrics of ~ 8.62 crore 
during 2011-12 and cla imed the good a tax free. The AAs, while fi na lis ing 
the assessments in November 201 3, allowed the deductions treating it as tax 
free goods under Schedule 'B ' of HY AT Act. However, embroidered fabrics 
be ing un- c lassified in any chedule is taxable at the rate of 12.5 per cent plu 
surcharge. This resulted in non-levy o f VAT amounting to ~ l.13 crore besides 
interest of~ 58.8 1 lakh . 

On this being pointed out (between may and July 2014), the DETC (ST) 
Sonipat stated (September 2015) that the cases had been sent to the Revisional 
Authority for suo motu action. 

2.6.3 Audit noticed (August and September 20 14) that two dealers under 
DETC (ST), Kam al sold machi nery parts va lued at ~ 2.45 crore during the 
year 2010- 11 to 2011 -12 and paid tax of ~ 12.86 lakh at the rate of 
fi ve per cent plus surcharge. AA whi le fina lising asses ment during 
October 2013 to February 2014 also levied tax at the rate of fi ve per cent plus 
urcharge instead of the correct rate of tax of 12.5 per ce111 plu surcharge as 

applicable in re pect of unclassified item. This resul ted in short levy of tax of 
~ 19.30 lakh, besides interest of ~ 11.90 lakh . 

AA, Kamal responded between August and September 2014 that cases had 
been sent to the Revisional Authori ty for taking suo motu action. 
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The matter was reported to the Government in May 2015; reply has not been 
received (November 2015). 

2. 7 Excess allowance of de osit of tax 

Adjustment of tax deposit of ~ 10.44 crore was allowed instead of 
~ 9.82 crore resulting in excess allowing of deposit of tax of 
~ 61.75 lakh, besides interest of~ 29.64 lakh was also leviable. 

Under Section 14(3) of the HY AT Act, every dealer whose aggregate liability 
to pay tax unde r this Act for the last year or part thereof according to the 
return filed by him, i equal to or more than one lakh rupee or uch other 
sum, a may be pre cribed, shall , in the manner prescribed, pay on or before 
the fifteenth day of each month the full amount of tax payable by him for the 
previous month, computed by him in accordance with the provision of thi s 
Act and the rules made thereunder. The ETC, Haryana also issued instructions 
(March 2006) that benefit of tax deposited should be given after verification of 
payment of tax into Government treasury . Further, interest was also leviable 
under section 14(6) of the HY AT Act. 

Audit noticed (January 201 5) that one dealer under DETC (ST), Gurgaon 
(We t) c lai med ~ 10.44 crore as benefit of deposit of tax during the year 
2011-12. However, verification of deposits from the DCR, howed that a sum 
of ~ 6 L.75 lakh wa not found deposited a c laimed to have been done on 
29 November 201 L. Neither was this amount found depo ited in Treasury. 
However, the AA while finalis ing the assessment in November 2013 a llowed 
the adju tment of tax deposit of~ 10.44 crore (i nc lusive of~ 61.75 lakh) 
instead of~ 9.82 crore. Despite ETC's instruction (March 2006) that benefit of 
tax depo ited should be given on ly after verification of payment of tax into 
Government treasury, the AA allowed the adj ustment of tax which was not 
depo ited in treasury by the dealer. This resulted in a llowing of excess benefit 
of tax of~ 61.75 lakh besides interest of ~ 29.64 lakh was a lso leviable. 

On thi being pointed out (January 2015) DETC (ST) Gurgaon (West) stated 
in September 2015 that an additional demand of ~ 61.75 lakh has been created. 
AA further intimated in May 20 15 that ' recovery proceedings' for the due 
amount ha been initiated against the dealer. 

The matter was reported to the Government in May 2015; reply has not been 
received (November 20 15). 

2.8 Non le of tax on sale of chemicals 

Deduction in respect of chemicals (industrial inputs) was allowed 
treating it tax free sale instead of taxable at the rate of 4.2 per cent 
resulting in non levy of CST of ~ 50.53 lakh besides interest of 
~ 26.28 lakh. 

Under HVAT Act, chemicals sold to various industrial units as indu trial 
inputs, falling under entry 102 of schedule 'C', are leviable to tax at the rate of 
four per cent and surcharge at the rate of five per cent on the tax leviable with 
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effect from April 2010 under section 7(A) of HVAT Act. Central Sales Tax 
(CST) rate is the same rate as VAT rate appl icable in the State for deale rs 
selling without 'C ' forms. Further, interest was a lso lev iable under 
Section 14 (6) of HY AT Act. 

Audit noticed (August 2014) that a deale r coming under DETC (ST), Pani pat 
sold chemicals worth < 12.03 crore to industrial units of Punjab, 
manufac turing various type of alcohol/liquor during the year 2011 -12 and 
c laimed the goods as tax free sale. AA assessed the case under VAT in 
November 20 13 and erroneously allowed the deduction treating it as tax free 
sa le of goods. Since, chemicals are industrial inputs and taxable at the rate of 
4 .2 per cent. This resulted in non levy of CST of < 50.53 lakh besides interest 
of< 26.28 lakh. 

On this being pointed o ut, DETC (ST) Panipat stated in September 201 5 that 
the case had been sent to the revisio nal authority fo r taking suo motu action. 

The matter was reported to the Government in May 2015; repl y has not been 
received (November 2015). 

2.9 Short len of tax on sale of i es 

Tax at the rate of four per cent was levied instead of correct rate of tax 
of five per cent resulting in short levy of tax of < 41.15 lakh besides 
interest of< 30.74 lakh, in six cases. 

Under Section 7 ( I ) (a) (iv) of the HY AT Act, 2003, tax is leviable at the rates 
specified in Schedules ' A' to 'G' of the Act depending upon the classification 
of goods w.e.f. l.7 .2005. Under entry No. 60 of Schedule 'C' of HY AT Act 
'pipes of all varieties inc luding Galvanized Iron pipes, Cast Iron pipes, ductile 
pipes, Po ly Vinyl Chloride pipes and conduit pipes are taxable at the rate of 
fi ve per cent w.e.f. 15.02.2010 and surcharge at the rate of fi ve per cent on the 
tax leviable under section 7(A) of HVAT Act w.e.f. 2°d February 2010. 
Further, interest was also leviable under Section 14 (6) of the HY AT Act. 

Audit noticed (June 2014 to January 2015) from the assessment records of the 
DETC (ST), Sonipat and Rohtak that six dea le rs sold (2010- 11 and 2011- 12) 
Mild Steel (M.S.) pipes, Stainless Stee l (S.S.) p ipes, Black pipes and Steel 
pipes worth < 49.20 crore and paid tax of < 2. 17 crore at the rate of four/ 
fi ve per cent. AAs while finalis ing assessment (November 2013 to 
March 2014) also levied tax at the rate of four per cent in stead of correct rate 
of fi ve per cent plus surcharge as applicable in respect of schedule 'C' items. 
This resulted in short levy of tax of < 4 1.1 5 lakh bes ides inte rest of 
< 30.74 lakh. 

AA Sonipat responded (June 2015) that the case has been sent to RA for 
taki ng suo motu actio n. AAs of Rohtak stated that two cases had been sent to 
Revisional Authority for taki ng suo motu action and in one case that the 
dealers sold MS tubes instead of pipes and have rightly been taxed. The reply 
of the AA Rohtak was not correct as the deale r sold steel pipes. T he reply in 
respect of one case of AA Rohtak was sti ll awaited. 

The matter was reported to the Government in May 2015; reply has not been 
received (November 20 15). 
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2.10 on levy of additional tax/penalty for misuse of form 
VATD-1 

Non lumpsum works contractor violated the condition stipulated in the 
cer ti ficate given on form VAT D-1 resulting in non levy of additional 
tax and penalty of ~ 65 lakh. 

Under Section 7 (3) of the HVAT Act, where taxable good are old by one 
dealer to another dealer, tax i leviable at a lower rate (four per cent) if the 
purcha ing dealer fumi he a declaration in VAT-D l certifying that the goods 
are meant for use in the manufacturing of goods for ale. The ETC also 
clarified (March 2013) that the non lump um work contractors, especially 
c ivil works contractors engaged in construction of roads and buildings being 
not manufacturer of goods can not avai l the fac ility of purchasing goods at 
conce ional rate agai n t Form VAT D- 1. If any such dealer ha mi u ed the 
form VAT D-1 then penal action, as provided under the Act/Rule i required 
to be taken against him. Further, if an authorised dealer after purcha ing any 
good fai ls to make use of the goods for the specified purpose, the AA may 
impo e upon him, by way of penalty, under Section 7 (5) o f the HY AT Act, a 
sum not exceeding one and a half times the tax wh ich would have been levied 
aciditionally. However, no penalty would be imposed if the dealer voluntari ly 
pays the tax which would have been levied additionally under Section 7 (1) (a) 
of the HY AT Act along with the returns for the period, when he fa iled to make 
use of the goods purchased for the specified purpose. 

Audit noticed (Jul y 2013) from the as e sment record of the DETC (ST), 
Panipat that a dea le r (regular/normal work contractor), had purcha ed goods 
worth ~ 3.06 crore against declaration in form VAT D-1 du ring the year 
2009- 10. This was not authorised as the deale r was normal work contractor 
who had not opted for lump sum payment of tax and had claimed ITC of 
~ 33.41 lakh. The dealer had a l o not paid the additional tax of ~ 26 lakh along 
with re turn and therefore, violated the condition sti pulated in the certificate 
given o n Form VAT D- l. Hence, deale r was liable to pay additional tax of 
~ 26 lakh and penalty of~ 39 lakh under section 7(5) of HV AT Act. AA while 
finali ing the assessment in March 2013, failed to levy the same for this 
violation. This resulted in non levy of additional tax and penalty of ~ 65 lakh. 

DETC (ST) Panipat responded (September 2015) that the case had been sent 
to the Revisional Authority for taking appropriate action. 

The matter was reported to the Government in May 20 15; reply has not been 
received (November 2015). 

2.11 Evasion of ta due to su ression of Sales 

No action was initiated even after a lapse of nine months against 
four defaulting dealers for recovery of tax of ~ 22.53 lakh besides 
penalty of~ 67.59 lakh in respect of suppressions of sales. 

Under Section 38 of the HV AT Act, if a dealer has maintained fa lse or 
incorrect accounts or documents with a view to suppress his sales, purchases, 
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imports into State or stock of good . or has concealed any particulars or has 
furni shed to or produced before any authority any account, retu rn, document 
or information wh ich is fa l e or incorrect in any material particular, such 
Authority may direct him to pay by way of penalty, in addit ion to the tax to 
which he is assessed or is li able to be as essed, a sum thrice the amount of tax 
which would have been avoided had such account, return, document or 
information as the case may be, been accepted as true and correct. 

Audit noticed (October 2014) th at fo ur dealers (trad ing in yarn and waste) 
fa lling under DETC (ST) Panipat did not include goods of~ 4.29 crore in their 
sales made to a dealer of Pan ipa t during 20 11-1 2 thereby suppressed the sales. 
The AA finalised the asse ment of these dealers (April to July 20 13). This 
suppression of sales came to notice (January 20 14) of the AA but no action 
wa in itiated by the concerned AA against the defaulting dealer for levy of 
tax and penalty unde r Section 38. Thus, the dealers had suppre ed ale worth 
~ 4.29 crore and were liable to pay tax of ~ 22.53 lakh at the rate of five 
per cent p lus urcharge. Additionally, mandatory penalty of ~ 67.59 lakh at 
the rate of three times of tax evaded was a lso leviable on suppre sion of sales. 

The DETC (ST) Panipat responded (September 2015) that in three ca e 
re-assessment have been framed and addi tional demand of ~ 22.21 lakh had 
been c reated and in remaini ng one case re-assessment proceeding have been 
initiatecL 

The matter was reported to the Government in May 20 15; reply ha not been 
received (November 20 15). 

of tax on sale of HOPE i es 

Tax free sales of~ 3.08 crore of HDPE pipes, were allowed instead of 
levying tax at the rate of fi ve per cent plus surcharge resulting in non 
levy of tax amounting to~ 16.17 lakh, besides interest of~ 10.68 lakh. 

Under Section 7 (1) (a) (iv) of the HYAT Act, tax is leviable at the rates 
specified in Schedules 'A ' to 'G' of the Act depending upon the c lassification 
of goods. The Financ ia l Commiss ione r and Princ ipal Secretary to Government 
of Haryana has c larified on 18 November 20 11 that High Density 
Polyethy lene pipes (HOPE) are not tax free items but covered under entry 
No. 60 of Schedule 'C' of HY AT Act and taxable at the rate of five per cent. 

Audit noticed (May and June 2014) that o ne dealer under DETC (ST) Sonipat 
sold HOPE pipe worth ~ 3 .08 crore (2010-11 and 201 1-12) and claimed tax 
free sales. AAs, wh ile fina lising the assessments (November 2013 and 
February 2014), a lso a llowed the ame instead of levying tax at the rate of 
fi ve per cent. This resulted in non-levy of tax amounting to ~ 16. 17 lakh 
including surcharge, be ide interest of ~ 10.68 lakh wa also leviable. 

AA responded (Octobe r 2015) that the cases had been sent to the Revisional 
Authority for taking suo motu action . 

The matter was reported to the Government in May 2015; reply has not been 
received (November 20 15). 
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~.I.I Tax administration 

The Additional Chief Secretary to the Government of Haryana, Excise and 
Taxation Department is the administrative head at Government level and 
Excise and Taxation Commissioner (ETC) is head of the Department. He is 
assisted by the Collector (Excise) at headquarter and Deputy Excise and 
Taxation Commissioners (Excise) { DETCs (Excise)}, Assistant Exci e and 
Taxation Officers (AETO ), Inspectors and other allied staff for proper 
administration of State Excise Acts/Rules in the field. 

The excise revenue is mainly deri ved from the license fee for the grant of 
license of various vends, excise duties levied on spirit/beer removed from 
distilleries/breweries and on that import/export to and from any other States. 

~.1.2 Results of audit 

In 2014-15, test check of the records of 36 units relating to excise duty, license 
fee receipts e tc. showed non/short realisation of excise duty/license 
fee/interest/penalty and other irregularities involving ~ 70.39 crore in 
660 cases, under the following categories in the Table 3.1. 

Table 3.1 

(tin crore) 

Sr. Categories Number of Amount 
o. cues 

- -
1. Non/short deposit of license fee 494 63.15 

and loss of intere t 

2. Non-realisation of differential 4 2.23 
amount of license fee on re-
allotment of vends 

3. • Non-recovery of 68 0.75 
penalty on illicit liquor 

• Non imposi tion of 30 0. 18 
penalty 

4. Miscellaneous irregularitie 64 4.08 

Total 660 70.39 

During the year, the Department accepted underassessment and other 
deficiencies amounting to ~ 27.12 crore in 251 cases, out of which 
~ 27.03 crore involved in 230 cases were pointed out during the year and the 
rest in earlier years. The Department recovered~ 5.33 crore in 87 cases, out of 
which~ 5.25 crore in volved in 66 cases relates to the year 2014-15 and the 
rest to earlier years. 

Significant cases involving ~ 20.44 crore are discussed in the fo llowing 
paragraphs: 
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Audit findings 

3.2 Non/short recovery of license fee and interest 

Forty one licensees failed to pay the monthly instalments of license fee 
due for the year 2013-14 by the prescribed dates and DETCs (Excise) 
did not initiate action to seal the vends resulting in non/short 
recovery/levy of license fee of ~ 15.39 crore and interest of 
~ 4.58 crore. 

Haryana Liquor License Rule , 1970 (HLL Rules), read with the State excise 
policy for the years 2012-13 and 2013- 14 provide for payment of monthly 
instalment of license fee by the 20th of each month by the licensee/allottee 
holding license for retail outlet for vending Country Liquor (CL) and Indian 
Made Foreign Liquor (IMFL). The full amount of license fee of the 
vends/group of vends ha ll be deposited in twelve equated monthly 
instalments for the year 20 13- 14 starting from April 2013 toMarch 20 14 
fai ling which the licensee i liable to pay interest at the rate of one and 
ha lf per cent per month for the period from the first day of the month to the 
date of payment of the instalment or any part thereof. If the licensee fails to 
deposit the monthly instalment in full along with interest by the end of the 
month , the licensed outlet hall cease to be in operation on the first day of the 
following month and shall ordinari ly be ealed by the DETC (Excise) of the 
respective district. 

3.2.1 Audit noticed (May and September 2014) from the M-2 registers 1 of 
payment of license fee for the year 20 13- l 4 in five offices2 of DETC (Exci e) 
that 41 licensees had failed to pay the monthly instalments of licen e fee due 
for the year 2013-14 by the pre cribed dates. The delay ranged between 396 to 
730 days as of 31 March 2015. The licen ee had paid only ~ 95.89 crore 
against the payable amount of~ 11 1.28 crore. However, the DETCs (Exci e) 
had not initiated any concrete action as per HLL Rules resulting in non/short 
recovery of licence fee of~ 15.39 crore besides interest of~ 2.59 crore. 

DETCs (Excise) Sonipat and Kaithal replied (Aptil 2015) that out of 
~ 8.52 crore (licence fee: ~ 7 .57 crore; interest: ~ 94.90 lakh), an amount of 
~ 4.82 crore (licence fee: ~ 4.48 crore; interest: ~ 33.95 lakh) had been 
recovered/ adjusted in sixteen ca es (between August 2014 and March 2015) 
and efforts would be made to recover the balance amount of ~ 3. 70 crore. 
DETCs (Excise) Bhiwani, Namaul and Palwal stated (January and April 2015) 
that efforts would be made/notices had been issued to the defaulters to recover 
the outstanding licence fee of ~ 7.82 crore besides interest of~ 1.64 crore. 
Further progress report on recovery is awaited (November 2015). 

2 
M-2 register is defined as a register of licenses granted on fee determined by auction. 
Bhiwani. Kaithal. Narnaul, Palwal and Sonipat. 
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3.2.2 M-2 regis ters of payment o f li cense fee in seven offices3 of DETC 
(Exc ise) for the years 2012-13 and 2013- 14, a lso showed that 101 li censees 
had paid the monthly insta lments of license fee amounting to~ 9 1.59 c rore for 
the period between Apri l 20 12 and March 20 14 afte r the prescribed due dates. 
The de lay ranged between 21 and 15 1 days. The DETCs (Excise), however, 
did not initi ate any acti on to seal/cease the vends and to levy interest for 
delayed payments of license fee. This resulted in non-levy of inte rest of 
~ 1.99 c rore. 

All the DETCs (Excise) admitted the facts and stated (March and Apri I 2015) 
that an amount of interest of~ 25.07 lakh has been recovered/adjusted from 
security and efforts would be made to recover the balance amount of 
~ 1.74 c rore. Further progress report on recovery is awaited (November 2015). 

Similar cases were al o pointed out in earlier reports for the years 2010- 11 to 
20 13- 14 and such mi stakes are still being repeated but no recovery had been 
made ti ti date. 

T he matter was reported to the Government in May 20 15; reply has not been 
received (November 20 15). 

3.3 Non levy/recovery of penalty for illegal possession and trade 
of Ii uor 

Non-observance of Rules J 2 and 13 of the Haryana Imposition and 
Recovery Rules resulted in non levy of penalty of ~ 4.69 lakh in 
42 cases. Further, though the penalty of ~ 42.32 lakh was levied in 
108 cases by the department, the same was not r ecovered yet. 

Under Section 6 1 (I) of the Punjab Excise Act, 19 14, as applicable to the State 
of Haryana, penalty of not less than ~ 50 and not more than ~ 500 per bottle of 
750 millilite rs is leviable on the offender for possession of illic it liquor4

. 

Further, Rules 12 and 13 of Haryana Imposition and Recovery of Penalty 
Rules, 2003, provides that if penalty is not paid wi thin the stipulated period, 
the Collector or DETC (Excise) sha ll pass orders fo r confiscation of means of 
transport seized a long with liquor anct the means of transport shall be put to 
auction within 30 days from the date of order of confi cation. 

Audit noticed (December 2013 to September 20 14) at five offices5 of DETC 
(Exc ise) that for the year 2012-13 and 20 13- 14, the Department had detained 
7 1,250 bottles of illicit IMFUCUBeer in 108 cases and confiscated 
17 veh icles. The Depa11ment, after givi ng reasonable opportunity, decided 
66 cases and imposed penalty of~ 42.32 lakh during 20 12- 13 and 2013-14. 
However, ~ 4.69 lak h penalty for 42 cases was not levied. The defau lters did 
not pay the penalty resulting in non-recovery of pena lty of ~ 47.01 lakh 
(~ 42.32 rakh +~ 4.69 lakh). 

Fa ridabad, Jind, Kamal. Narnaul. Panchkula. Rewari and Son ipat. 
lllicit liquor means liquor prepared clandestinely/unlawfully, w ithout any quality 
control checks, and not suitable for human con. umption due to higher alcoholic 
concentration than permissible. 
J agadhr i, J ind, Kamal. Kaitha l and Soni pat. 
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DF;TCs (Excise), Kamal, Jagadhri and Sonipat responded (April 2015) that out 
of K' 30.76 lakh, an amount of~ 26,000 had been recovered in 10 cases and 
effprts would be made to recover the outstanding amount of~ 30.50 lakh .. 
DETCs (Excise), Jind and Kaithal stated (April 2015) that efforts would be 

I . 

ma'de to recover the outstandii;ig amount of~ 16.25 lakh. Further progress on 
rec

1
overy is awa1ted (November 2015). 

Th~ matter wasreported t6 the Government in April 2015; reply h~s not been 
rechved (November 2015). 

I 

l 
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.1.1 Tu administration 

Receipts from the stamp duty (SD) and registration fee (RF) in the State are 
regulated under the Indian Stamp Act, 1899 (IS Act), Regi stration Act, 1908 
(IR Act), Punjab Stamp Rules, 1934, as adopted by the Government of 
Haryana with sui table amendments and the Haryana Stamp (Prevention of 
Undervaluation of Instruments) Rules, 1978. At the Government level, the 
Additional Chief Secretary, Revenue and Disaster Management Department, 
Haryana is responsible for the administration of the IS Act and IR Act and the 
rules framed thereunder relating to the registration of various documents. The 
overall control and superintendence over levy and collection of SD and 
RF vests with the Inspector General of Registration (IGR), Haryana. The IGR 
is assisted by 2 1 Deputy Commissioners (DCs), 83 tehsildars and 47 naib 
tehsildars acting as Registrars, Sub Registrars (SRs) and Joint Sub Registrars 
(JSRs) respectively. 

4.1.2 Results of audit 

In 2014-15, test check of the records of 89 units of the Revenue Department 
showed non/short levy of stamp duty and registration fee etc. and other 
irregularities involving ~ 227.83 crore in 1,441 cases, which fall under the 
following categories in Table 4.1. 

Table 4.1 

(tin crore) 

Sr.No. Categories Number of AIDOUDt 
cues 

1 Non/short recovery of stamp duty and 
registration fee due to 

• undervaluation of immovable 462 149.49 
property 

• non-charging of residential 
rates on purchase of land 482 6.37 

• misclassification of 
18.52 instruments 102 

2 Short realisation of stamp duty due to 
sale of property at lower consideration 
than the amount mentioned in the 106 1.23 
agreement deeds 

3. Irregular exemption of stamp duty on 
mortgage deeds/compensation certi-
ficates to land acquired 166 0.96 

4. Miscellaneous irregulari ties 123 51.26 

Total 1,441 227.83 
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During the year, the Deparlmenl accepted underassessment and other 
defi c ienc ies amounting to ~ 19.96 crore in 448 ca es. The Department 
recovered~ 17,379 in one case re lates to the earlier years. 

Sig nificant cases involving ~ 19.96 crore are discussed 111 following 
paragraphs: 

4.2 Short realisation of stamp duty due to misclassification of 
documents 

Eighty nine deeds were assessed at ~ 258.45 crore instead of assessing 
at~ 566.65 crore based on the rates fixed by the Collector, resulting in 
short levy of SD of~ 14.53 crore. 

Under the provisions o f the Section 2( 10) of the IS Act, a applicable to the 
Sta le of Haryana, separate rates have been prescribed for diffe rent type o f 
instrument. The c lassification of an instrument depends upon the nature of 
transactions recorded therein . Further, a pe r Section 47 A of the IS Act, if the 
registe ring offi cer has reason to believe that the value of the property or the 
consideration, ha not been trul y set forth in the instrument, he may, after 
registe ring such instrument, re fer the same to the Collector for determination 
of the value or consideration, as the ca e may be, and the prope r duty payable 
thereon. 

Audit noticed (October 201 3 to March 20 15) from the records of 17 office 1 of 
Sub Regi trars (SRs)/Joint Sub Regi tra r (JSRs) for the years 20 11 - 12 to 
20 13- 14, that 89 deeds2 were registered between May 2011 and 
November 201 3 o n the ba is of rate fixed by the Collector for agricu ltural 
land . The value of these prope rties were assessed at ~ 258.45 crore3 on which 
the department levied SD of ~ 16.73 crore. However as per land 
records/khasra numbers given in the Collector's rates li st, the immovable 
properties sold in 78 deeds were commercia l/residentia l and in 11 deeds they 
were partly commerc ial i.e. Hote ls, Stone c rushers, Petrol pumps, Factories 
and Rice shellers as per land records (Jamabandhi) maintained by the Revenue 
Department. The value of the e properties based on the rates fi xed by 
Collector for commerc ial/ re identi al properties was to be asses ed for 
~ 566.65 crore on which SD of ~ 31.26 crore was leviable. This re ul ted in 
short levy of SD of~ 14.53 crore (~ 3 1.26 crore - ~ 16.73 crore) due to 
unde rvaluation of immoveable properties. 

Eight SRs/JSRs4 replied (February 2014 to August 2015) that ca e had 
been/would be sent to the Collector under Section 47 A o f the IS Act. 

S Rs/JS Rs: Adampur, Ballah, Ballabgarh. Bar wala. Ganaur, Gharaunda. Gurgaon. 
Hansi. Hisar, lndri, Karna!, Manesar, Nillokheri. Nissing. Rai, Sonipat and UkJana. 
l I Deeds more than lhree year . 
In I I cases value were calculated on proportionate basis. 
SRs/JSR : Adampur, Barwala, Ganaur, Hansi, Hisar, Rai, Sonipat and Uklana. 
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SR Gharaunda admitted the facts (January 2015) in three cases and stated that 
in two cases, the land was agricultural land/vacant land . The reply was not 
tenable as the land records (Jamabandhi) how that in those two case the 
land were shown as commerci al (factory). SR Kamal stated (January 20 15) 
that six cases amounting to ~ 6.98 lakh were more than three years old and 
further admitted that as there is no provision of recovery for the cases more 
than three years old, however, in view of revenue in volved , cases had been 
sent to the Collector for final decision. SR Ni lokheri stated in February 2015 
that one ca e wa more than three year old and remaining eight cases had 
been ent to collector for fi nal deci ion. SR Ballabgarh tated in March 2015 
that case wou ld be sent to Collector under Section 47 A for final decision. No 
further progress report on recovery and replies from the remaining 
five SRs/ JSRs5 have been received (November 2015). 

The matter was reported to the Government in June and Ju ly 2015; reply has 
not been received (November 2015). 

4.3 Short levy of stamp duty due to application of incorrect rates 
of immovable ~ro erty 

The registering authorities assessed 127 sale deeds of plots with an 
area less than 1,000 square yards under urban areas and near 
residential a reas in the village but falling under the jurisdiction of 
municipa lity on the rates fixed fo r agricultura l land instead of urban 
land which resulted in short levy of stamp du ty of ~ 2.46 crore. 

In order to check evasion of stamp duty (SD) in ale deeds, the Government 
issued instructions in November 2000 to a ll registering authorities in the State 
to the effect that agricultural land so ld within munic ipal limits, with an area 
les than 1,000 square yards or in case where purchasers are more than one 
and the share of each purchaser is les than 1,000 square yards, be valued at 
the rate fixed for residential property of that locality fo r the purpose of 
levying SD. 

Audit noticed (J une 20 13 to Apri l 20 14) that in 32 regi tering offices6
, 

127 sa le deeds of plots fa ll ing within the paramete r of above noti fi cati on were 
registered between April 2011 and Ju ly 2013. These deeds were liable to be 
a e ed for~ 67.79 crore based on the rates fixed for residential areas and SD 
of ~ 3.88 crore was chargeable. However, the registering authorities asse ed 
the deeds for ~ 26.85 c rore based o n the rates fi xed for agricultural land and 
levied SD of ~ 1.42 crore. This resulted in short levy of SD of ~ 2.46 c rore 
~ 3.88 crore - ~ 1.42 crore). 

6 
SRs/JSRs: Sallah, Gurgaon, lndri, Ma nesar and iss ing. 
SRs/ JSRs: Assandh. Barwala, Ballabgarh. Faridabad, Fatehabad, Farukhnagar, 
Ganaur, Gharaunda, Gohana , Gurgaon, Hansi, Hathin. Hisar, Jagadhri, Jhaijar, 
Kamal, Kurukshetra. Ladwa, Manesar, Mohindergarh, Nissing, Nuh, Pataudi , 
Panipal, Panchkula, Pe howa, Punhana, SamaJakha, Shahbad, Sohna, Sonipal and 
Tohana. 

53 



Report for the year 2014-15 (Revenue Sector) 

29 SR /JSR 7 re plied (June 2013 to April 2014) that an amount of~ 2.42 lakh 
had been recovered in fi ve ca e of SR Gurgaon , Kurukshe tra and Tohana 
and the remaining case had been/would be ent to the Collector for deci ion 
unde r Section 47 A of the lS Act. SR Nuh and Punhana stated that action 
would be taken as per rules. No further progre s report ha been received on 
recovery and reply fro m the SR Mohindergarh till date (November 2015). 

The matter was reported to Government in April 2015; reply has not received 
(November 2015). 

hort levy of ltamp daty dae to appllcatloa of_. prime rates on 
Ind con khuru 

Sixty five deeds were assessed as agricultural land at ~ 35.92 crore on 
which SD of~ 1.63 crore was levied instead of the rates fixed for prime 
land by the collector for~ 66.78 crore on which SD of~ 2.86 crore was 
leviable which resulted in short levy of stamp duty~ l.23 crore. 

As per Haryana Government instructio ns issued in November 2000, the 
Evaluation Comm ittee ha to fix e parate rates for prime land i.e. land situated 
on National Highways, State Highways, link roads up to 2-3 acres o f depth , 
developed Colonie /Wards/Sectors and record the khasras number in the 
Collector' rate Ii t to avoid evasion of stamp duty. Therea fter, the e rate are 
ent to the regi tering authority for proper evaluation of the immoveable 

propertie ituated in these pri me kha ra . Further, Section 27 o f the IS Act as 
applicable to the tate of Haryana, provide that consideration and a lt othe r 
fact and ci rcumstance affecting the chargeability of any in trument with duty 
o r the amount of duty which it i chargeable, hould be fully or truly et forth 
therein. 

Audit noticed (April 2012 to January 2015) from the record of 11 office 8 of 
the SR /JSRs, that 65 conveyance deeds were registe red for sale at normal 
khasras rates fi xed for agricultural land during the period between April 20 11 
and November 201 3. It wa al o found that the khasras transacted in these 
deeds were matched with the prime kha ra (having hi gher land rates). As 
such, the value of land was liable to be a sessed o n the rates fi xed by the 
Collector for pti me land for ~ 66.78 crore, on which SD of~ 2.86 crore wa 
leviable . But the e deeds were a e ed at the rates fi xed for agricultu ral land 
for ~ 35.92 crore on which SD o f ~ 1.63 c rore was levied. This resulted in 
evasion of SD of < 1.23 crore (< 2.86 crore - < 1.63 crore). 

All the SR /JSRs admitted the facts and stated (March 2013 to 
September 2015) that ca e had been sent to the Collector under Section 47 A 
of the IS Act for deci ion. An amount of ~ l 7 ,379 had been recovered in 

8 

SRs/JSRs: A sandh, Barwala, Ballabgarh, Faridabad, Fatehabad, Farukhnagar, 
Ganaur, Gharaunda, Gohana, Gurgaon, Hansi, Hathin, Hisar, Jagadhri, Jhaijar, 
Kamal, Kurukshetra, Ladwa, Manesar, Nissing, Pehowa, Pataudi, Panipat, 
Panchkula, Samalakha, Shahbad, Sohna, Soni pat and Tohana. 

Ambala, Barwala, Ganaur, Hansi, 1-lisar. Kalanuar . Meham. Nathusari Chopta, Rai, 
Sampla and Sonipat. 
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re pect of one ca e of Barwala and efforts would be made to recover the 
outstanding amount of ~ 1.23 crore9

. No further progre s report on recovery 
has been received (November 2015). 

The matter wa reported to Government in April 2015; repl y has not received 
(November 2015) . 

. 5 Short realisation of stamp duty due to registration of documents 
on the buls of old a meat 

The registering authorities assessed the value of land at ~ 4.27 crore 
and levied SD of~ 18.55 lakh on the basis of rates agreed to between 
the parties earlier instead of registration of documents as per Collector 
rates valued at~ 17.26 crore and SD of~ 89.80 lakh resulting in short 
realisation of SD of~ 71.25 lakh in 45 cases. 

As per Government order issued in May 20 I 0, stamp duty (SD) hall be levied 
on the Collector rate of land to be old and not on the basi of value agreed 
between the buyer and the seller. If the Registering Authori ty ha reason to 
bel ieve that the value of the property or the consideration, has not been truly 
set forth in the instrument, he may, after registering such in trument, refer the 
same to the Col lector for determination of the value or consideration, as the 
ca e may be. and the proper duty payable thereon. 

Audit noticed (October 20 12 to March 20 14) from the records of21office 10 

of SRs/JSRs for the years 2011- 12 and 2012-13. that in 45 cases, the 
regi tering authoritie assessed the va lue of land at ~ 4.27 crore on the ba i of 
rates agreed to between the parties earlier and levied SD of ~ 18.55 lakh, but 
the actual value of the immovable property was ~ 17.26 crore a per Collector 
rate applicable at the time of regi tration of documents and SD of ~ 89.80 lakh 
was leviable re ulting m short levy of SD of ~ 71.25 lakh 
(~ 89.80 lakh - ~ 18.55 lakh). 

18 SRs/JSR 11 repl ied (April 20 14 to September 2015) that ca e had been 
ent to the Collector for asses ment of correct value of property i n ale deed 

and an amount of ~ 96, 162 had been recovered in two ca es of Bawa I and 
Jind. Three SRs/JSRs12 repl ied (October 20 12 to M arch 2014) that cases 
wou ld be sent to the Collector for decision under Section 47-A of the IS A ct. 

The matter was reported to Government in April 2015; reply has not received 
( ovember 2015). 

9 

10 

II 

12 

~ l. 23. 24,6 14 - ~ 17,379 = ~ I. 23, 07.235 say ~ l.23 crore. 
SRs: Ambala City, Babain, Bapoli , Bawal, Dharuhera. Gohana. Jind. Kurukshetra. 
Kosli . Matlauda, arwana, Panipal. Rewari, Saha. Safidon. Samalkha. Shahabad, 
Sonipat and Tohana : JSRs: Pillukhera and Uchana. 

SRs: Ambala, Babain, BawaJ, Dharuhera. Gohana. Jind, Kurukshetra. Kosli, 
Narwana, Panipat, Rewari , Saha, Samalkha, Safidon, Shahabad and Tohana; JSRs: 
Pillukhera and Uchana. 

SRs: Bapoli, Matlauda and Sonipa1. 
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4.6 Evasion of stamp duty due to undervaluation of immovable 
ro erty 

Sixty two conveyance deeds were executed and registered at a 
consideration less than what had been agreed to between the parties 
resulting in evasion of stamp duty of ~ 68.72 lakh due to 
undervaluation of immoveable properties. 

Section 27 of the IS Act, provides that con ideratio n and all other fac ts and 
c ircum tances affecting the chargeabi li ty of any instrument with duty, or the 
amount of duty with which it is chargeable , hould be fully o r trul y et forth 
there in. Further, Section 64 of the lS Act provides that any person who, with 
intent to defraud the Govern ment, execute an in trument in which a ll the facts 
and circumstance required to be set forth in uch instrument are not fully and 
truly set forth, i punishable with a fine which may extend to 
~ 5,000 per instrument. 

Audit noticed (April 2012 to March 20 14) from the records of register of deed 
writer /agreements executed in JSR/SR office of 22 registering offices13

, that 
62 conveyance deed were registered be tween Apri l 2011 and January 2014 
on account of saJe of immovable propertie worth ~ 14.75 crore on which SD 
of ~ 56.28 lakh wa levied. Cro s verification of the e deed with the 
agreements executed between the concerned partie between February 20 11 
and March 2013, hawed that the total aJe vaJue of agreement worked out to 
~ 46. 72 crore on which SD of~ 1.25 crore wa leviable. Thus, the conveyance 
deed were executed and registered at a consideration less than what had been 
agreed to between the partie . Undervaluation of immoveable properties in 
conveyance deeds resul ted in evasion of stamp duty of ~ 68.72 lakh besides 
penalty. 

11 SR /JSRs14 replied (December 2012 to September 2015) that ca es had 
been ent to the Collector for asses ment o f correct vaJue of property in saJe 
deed . Seven SRs/JSRs 15 stated (April 2012 to June 2014) that ca e would be 
sent to the Collector for decision under Section 47-A of the IS Act. Further 
progress report on recovery and action taken to levy penalty and re pLies from 
the remaining four SR /JS Rs 16 are still awaited (November 20 15). 

The matter was reported to Government in April 2015; reply has not received 
(November 2015). 

13 

14 

15 

16 

Sallabgarh, Bhuna, Sallah, Faridabad, Fatehabad, Gohana, Ganaur, Hodel, Hathin, 
Jind. Jakhal, Khanpurkalan, Kharkhoda, Matlauda. uh, arwana, PiUukhera, 
Samalkha, Safidon, Tohana. Uchana and Palwal. 
Sallabgarh, Sallah, Faridabad, Ganaur, Gohana, Hodel, Khanpurkalan, Kharkhoda, 
Matlauda, Samalkha and Uchana. 
Shuna, Jind, Jakhal , Tohana, Narwana, Pillukhera and Safidon. 
Fatehabad, Hathin, Nuh and Palwal. 
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4. 7 Irregular exem tion of stam dut}'. 

Irregular exemption of stamp duty to farmers who had purchased land 
after two yea rs of receipt of compensation for acquired land 

0

in 27 cases 
resulted in non/short levy of SD to the extent of~ 17.57 lakh. 

A per Government order issued on Jan ua ry 20 I I, unde r the IS Act, the 
Government exempts the s tamp duty (S D) in re peel of the sale deeds 
executed by farmers who e land is acquired by Haryana Government for 
public purpo es and who purchase agric ul tural land in the State within two 
years of the amount of compensation received by them, for the land acquired 
by the Government. The remittance wi ll be limited to the compensation 
amount only and the additio na l amount involved in the pu rchase of 
agricultural land, will be liable to SD as per rules. 

Audit noticed (September 20 13 to November 20 14) from the records of 
11 o ffices 17 of JSRs/SRs, that farmers, whose land was acquired by the 
Government for public purpo es, purchased residential/commercial land 
valued at ~ 1.63 crore in 25 cases and agricultu ral land (after two years of the 
compensatio n amount received) valued at~ 1.77 crore in two cases between 
May 20 12 and March 20 14. Stamp duty was to be levied at the rate of fou r to 
even per cent amounti ng to ~ 17 .75 lakh as the farmers had purchased 

re identi al land or agricultural land after two years of receipt of compensation 
and hence they were not e li gible for exemption of SD. The Department had 
levied SD of ~ 18,050 only in one case of Narwana. Thus irregular exemption 
of SD resulted in non/short levy of SD of ~ 17.57 lakh . 

JSR Julana replied (November 2014 ) that action wou ld be taken as per rules. 
All other JSRs/SRs 18 tated (December 201 3 to May 2015), that cases had 
been/would be sent to the Col lector for decis ion under Section 47-A of the 
rs Act. Fu rther progress report on recovery is yet to be rece ived 
(November 20 15). 

The matter was reported to Government in April 20 15; reply ha not received 
(November 2015). 

Undue benefit through reduction in SD in contravention of provision 
for execution of gift deeds in favour of persons other than blood 
relations, resulted in loss of revenue of~ 16.29 lakh to State exchequer 
in 120 instruments of gift deeds. 

As per notification issued on November 20 I 0. under the IS Act, the 
Government reduced the Stamp Duty (SD) by one per cent in respect of 
in trument of transfer of gift o f self acq uired immovable property executed in 
favou r of son or daughter or father o r mother or spouse of the executants. 

17 

IK 

SR /JS Rs: Ambala C ity. Bhuna. Gharaunda. Julana. illokhcri. arwana. 
araingarh. Saha. Shehzadpur. Safidon and Uchana. 

S Rs/JS Rs: Ambala City. Bhuna. Gharaunda. Nillokheri. Narwana. Naraingarh. Saha. 
Shehzadpur, Safidon and Uchana. 
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Audit noticed (March to August 2014) from the registered documents of gift 
deeds in five offices 19 of SRs/JSRs for the years 2012-13 and 2013-14, that 
120 instruments of gift deeds were executed in favour of persons other than 
those a llowed in the above notification of Government. The registering 
authorities allowed the exemption of SD by one per cent to donees whjch was 
in contravention of above orders of the Government. Thu , undue benefit 
through reduction in SD resulted in loss of revenue to State exchequer to the 
extent of ~ L6.29 lakh. 

JSR Shahzadpur replied (November 2014) that notices had been issued for 
recovery. JSR MatJ auda and SR Naraingarh stated (March and August 2014) 
that recovery wou ld be made as per rules . JSR Ambala Cantt and Panipat 
stated in May and September 2015 that cases had been sent to the Collector for 
decision under Secti on 47-A of the IS Act. The reply of the registering 
authority did not explain why the e cases had been referred to the Collector 
since there was no need to refer the cases to the Collector for decision as it had 
been clearly specified in the notification regarding reduction in SD for 
execution of transfer of self acquired immovable property. No further progress 
report on recovery ha been received (November 2015). 

The matter was reported to Government in Apri l 2015; reply has not received 
(November 2015). 

19 
SRs: Naraingarh, Panipat; JS Rs: Ambala Canu. Matlauda and Shehzadpur. 
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CHAPTER V: TAXES ON VEHICLES GOODS AND PASSENGERS 

5.1.1 Tax administration 

5.1.1.1 Taxes on vehicles 

Registration of motor vehicles, issue of permits, issue of driving/conductor 
Licences, levy and collection of token tax, permit fee, licence fee etc. are 

governed under the provisions of the Motor Vehicles Act, 1988, (M V Act) 

Central Motor Vehicles Rules, 1989, the Haryana Motor Vehicles Rules, 1993, 

the Punjab Motor Vehicles Taxation Act, 1924 (PMVT Act), as applicable to 

the State of Haryana and the Punjab Motor Vehicles Taxation Rules, 1925. 

The Additional Chief Secretary to Government of Haryana, Transport 

Department is the admini strative head assisted by the Transport Commissioner 
who exercises general superintendence over the functioning of the 
Department. The powers of Registering and Licensing Authority (RLA) are 

being exercised by 62 Sub-Divisional Offices (Civil) in respect of 
non-transport vehicles, whereas 2 1 Secretaries, Regional Transport Authorities 

(RTAs) are exercising the powers of RLA in respect of transport vehicles 

including goods vehicles. 

Levy and collection of passengers and goods tax (PGT) are governed under 

the provisions of the Punjab Passengers and Goods Taxation Act, 1952 (PPGT 
Act) and the Rules framed thereunder, as applicable to the State of Haryana. 

The Principal Secretary to Government of Haryana, Excise and Taxation 
Department is the administrati ve head at the Government level. Overall charge 

of the Department vests with the Excise and Taxation Commissioner (ETC), 

Haryana, Panchkula. The work relating to levy and collection of PGT is 

carried out by the Assistant Excise and Taxation Officers (AETOs) under 
Deputy Excise and Taxation Commissioners (DETCs) in the field. 

5.1.2 Results of audit 

In 2014-15 test check of the records of 7 1 units relating to token tax, 

fitness/renewal fee, taxes on goods and passengers, penalty e tc. showed 

irregularities involving ~ 49.10 crore in 3,81 ,054 cases, under the following 

categories in the Table 5.1. 
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Table 5.1 

(t In crore) 
- -- --

Sr. No. Categories Number of cases Amount 

I. Recovery of Goods Tax and P~senger~ tax under 0 1 38.69 
PPGT Act. 1952 

2. Collection of revenue from outsourced activities 0 1 0.54 
in Motor Vehicles Tax 

3. Non recovery of filnes~/renewal fee on account of 3,57.289 6.71 
renewal of regislralion certificates 

4. Non/short recovery of token/road tax in respect of 202 1.06 
Stage carriage buses/city buses. 

s. Non Recovery of fine from overloaded vehicles 59 0. 10 
6. Non/short recovery of 

• passengers tax 534 0 .98 

• goods tax 880 0 .53 

• token tax from private \'ehicles 331 0. 19 

7. Miscellaneous irreeularities 21,757 0.30 
Total 3,81,054 49.10 

During the year, the Department accepted underas essment and other 
deficiencies amounting to ~ 39.58 crore in 931 cases, oul of which 
~ 39.54 crore involved in 904 cases were pointed out during the year and Lhe 
rest in ear lier years. The Deparlmenl recovered ~ 0.05 crore in 31 ca e , out of 
which~ 0.0 1 crore involved in four cases re lates to the year 20 14-15 and the 
rest to earlie r year . 

Significant cases involving ~ 39.28 crore are di cussed in following 
paragraph : 

S.2 Recovery of Goods Ta and Passengers Tax under PPGT 
Ac 1952 

Due to lack of internal control, monitoring and follow-up action, the 
assessing a uthorities failed to send notices to the defaulting vehicles 
owners, resulting in either non-updating of DCRs or short realisation of 
Passengers and Goods tax to the extent of~ 24.l 0 crore, besides interest 
of~ 14.59 crore, in 15,850 cases. 

All the motor vehicles carrying good and passenger are required to be 
regi Lered with AETO of Lhe di tricl concerned in which the owner o f the 
vehic le has residence or place of business where the vehicle is normally kept 
in the State. Two di strict { Faridabad (East and West) and Gurgaon }, hav ing 
highe t collection of revenue, were e lected and remaining four di tric ts were 
selected on the basi of random selection method. The record of the 
seven offices1 of DETCs (PGT) in s ix district , out of 2 1 di trict , for the 
period from 2011-1 2 to 2013- 14 were Le l checked be tween December 20 14 
and April 2015, to a e s whether the mechanism for recovery o f passengers 
and goods tax wa effecti ve in Lhe department. The important finding noticed 
were as under: 

Bhiwani, Faridabad (East), Faridabad (West), Gurgaon. Jagadhri, Rewari and 
Rohtak. 
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S.2.1 Non/short realisation of Goods Tax 

Goods tax is leviable in lump sum on public or pri vate carriers plying in or 
passing through the State. The rate are prescribed on the ba is of Gross 
Vehicle Weight a per Motor Vehicles Act. 1988 with effect from 
25 March 201 J. The rate are ~ 4,000 per annum (not exceeding 10 tons), 
~ 5,600 per annum (exceeding 10 ton but not exceeding 17 tons) and~ 12,000 
per annum (exceeding 17 tons). Further, as per Section 14 (B) of the PPGT 
Act where any tax or penalty is not paid within the pre cribed time. the owner 
of the vehicle shall be liable to pay interest at the rate of two per cent per 
month on the unpaid amount of tax . 

Audit noticed (December 2014 to Apri l 2015) from the records of 75,105 
vehic le in even offices2 of DETC (PGT), that either the vehicle owners of 
14,342 public or private carriers used for can-ying goods had not deposited the 
Good tax of ~ 20.54 crore for different periods between April 2011 and 
March 20 14 or the department had not updated the Demand and Collection 
Registers (DCRs). However, no demand notices were issued by the 
department and the asse ing authoritie also failed to review the DCRs. This 
resulted in non/short realisation of Goods tax of ~ 20.54 crore, besides 
interest3 of~ 12.37 crore. 

All the DETCs (PGT) admitted the facts and stated that Goods tax of 
~ 25.33 lakh, besides interest of ~ 12.40 lakh from 359 vehicle owners had 
been recovered and notices had been issued to the remaining vehicle owners to 
recover the outstanding amount of~ 32.53 crore. 

S.2.2 on/short recovery of passengers tax from taxi car/maxi cab 
__ o ... w .... ners 

Under Section 9 ( 1) ( iv) and (iv-a) of the PPGT Rules, Pas engers tax on taxi 
cars/maxi cab having seating capacity (excluding dri ver) up to ( i) five seater 
and (ii) seven to 12 eater is leviable at the rate of ( i) ~ 3,000 per annum 
( ii ) ~ 100 per eat per month respecti vely. Tax is payable in equal quarterly 
in talment within 30 day of the commencement of the quarter to which 
payment relate . Further, interest is also leviable as per PPGT Act. 

Audit noticed (December 2014 to April 2015) from the records of 10,665 
vehicles in even offices.t of DETC (PGT), that either the veh icle owners of 
I ,363 taxi car /maxi cab u ed for can-ying pa engers had not deposited the 
Passengers tax of~ 3.26 crore for different periods between April 20 11 and 
March 2014 or the department had not updated the DCRs. This resu lted in 
non/short realisation of Pas engers tax of ~ 3.26 crore, besides interest of 
~ 2.00 crore. 

All the DETCs (PGT) admitted the facts and stated that four DETCs (PGT)5 

had recovered the Passengers tax of ~ 1.27 lakh, besides interest of ~ 63,000 
from 11 vehicle owners and notices had been issued to the defaulting veh icles 
owner to recover the balance amount of ~ 5.24 crore. 

Bhiwani. Faridabad (E). Faridabad (W). Gurgaon. Jagadhri. Rewari and Kohtak. 
Interest ca lculated upto 3 1 March 2015. 
Bhiwani . Faridabad (E). Faridabad (W). Gurgaon. Jagadhri. Rewari and Rohtak. 
Bhiwani . Jagadhri. Rewari and Rohtak. 
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5.2.3 Short realisation of passenger tax from school/institution bus 
owners 

Under Rule 9 (2F) (i), the owners of educational institutions6 and private 
schools pay a lump sum of ~ 60 and ~ 20 per eat per month respectively for 
nine months (July to March) in a year where monthly bus charges exceeds 
~ 200 per seat. Further, a per Haryana Government noti fication dated 
4 October 2013, the above said tax is exempted in ca e of non-AC buse of 
private chools only. Interest is al o leviable as per PPGT Act. 

Audit noticed (March and April 2015) from the records of DETCs (PGT) 
Faridabad (East), Faridabad (West) and Gurgaon, that either the owner of 
135 school/ in titution buses used for carrying tudents of schools/institutions 
had not deposited the Passenger tax of ~ 25.97 lakh for different periods 
between Apri I 2011 and March 20 14 or the department had not updated the 
DCRs. This resulted in short reali ation of Pa enger tax of ~ 25.97 lakh , 
besides interest of ~ 21.41 lak.h. 

All the DETCs (PGT) admitted the facts and tated (March and August 20 15) 
that Pa engers tax of~ 11.34 lakh, besides interest of ~ 7.07 lakh in 33 ca es 
had been recovered and notices had been issued to recover the outstanding 
amount of ~ 28.97 lakh. 

5.2.4 on/short realisation of passenger tax from city bus 
o erators 

Section 9 (2E) of the Punjab Passengers and Goods Taxation (PPGT) 
(Haryana Amendment) Rules, 2004, as inserted with effect from 
24 February 2004, provides that the holders of permit for plying buses on the 
roads withi n the municipal corporation limit in Faridabad and Gurgaon 
districts are required to pay monthly Passengers tax at the rate of ~ 4,200 and 
~ 7,000 in respect of ordinary half-body and fu ll-body bus respectively. 
Further, interest is also leviable as per PPGT Act. 

Audit noticed (March and April 2015) from the records of the office of 
DETCs (PGT) Faridabad (East) and Gurgaon, that out of 142 buses, either the 
owners of 10 stage carriage private bus operators had not depo ited the 
Passenger tax of ~ 4.54 lakh for different periods between April 201 1 and 
March 2014 or the department had not updated the OCR . This resulted in 
short reali ation of Passenger tax of ~ 5.11 lakh inclusive of interest. 

DETCs (PGT) Faridabad (East) and Gurgaon admitted the facts and stated in 
M arch 20 15 that notices would be issued to the concerned vehicle owner and 
effort would be made to recover the outstanding amount. Further progre s 
report on recovery is awaited (November 2015). 

The assessing authorities are required to review DCRs periodically and send 
notice to the owners at any time within a period of three years in case it was 
discovered that the owners were under-asses ed or had escaped assessment for 
any year, or tax less than the amount due wa levied . Due to lack of internal 

6 "Educational institution bus" means an omnibus, which is owned by a college, school 
or other educational in titution and u ed olely for the purpo e of tran porting 
students or staff of the educational institution in connection with any of its activi ties. 
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contro l, monjtoring and fo llow-up action, the assessing authorities failed to 
send notices in the above cases, resulting in e ither no n-updating of DCRs or 
short rea lisation of Passengers and Goods tax to the extent of ~ 24. 10 crore, 
besides interest of ~ 14.59 c rore, in 15,850 cases. 

On this being po inted out, seven DETCs had recovered the Passengers and 
Goods tax of ~ 37.94 lakh , besides inte rest of~ 20. 10 lakh in 403 cases till 
August 2015. 

The above points were repo rted to the Government in June 2015; repl y has not 
been received (November 201 5). 

TRANSPORT DEPARTMENT 

5.3 Collection of revenue from outsourced activities in Motor 
Vehicles Tax 

HSRPs were affixed without snap lock which was mandatory for better 
security; affixation of HSRPs on new registered vehicles ranged 
between 27 and 81 per cent and replacement of HSRPs on old vehicle had 
not started. Due to lack of monitoring and follow up action, the 
department had failed to issue notices to recover pending licence fees 
from the defaulting PCC owners/Driving Training Schools resulting in 
non recovery of license fee of~ 7 lakh. 

There a re provisio n fo r affi xation of the High Security Registration Plates 
(HSRPs) on motor vehic les, issue/renewal of licenses to Po llution Check 
Centers for issuing Pollution Under Control Certificates (PUCC) to vehicle 
owners and issue and renewal of licenses to Driving Trajning Schools for 
imparting driving tra ining to the public. However, the State Government has 
outsourced these activities to the private parties. 

The records of the offi ces of the Regional Transport Authorities (RTAs) and 
Registering Autho rities (Motor Vehic les) { RAs (MVs) } in seven distric ts7 out 
of 2 1 districts of the State for the years 2011- L 2 to 2014-15 were test checked 
between December 201 4 and May 2015 to asses whe ther the system of 
collection of revenue from outsourced acti viti es was effecti ve in the 
department. The importan t findings noticed are as under: 

5.3.1 Non-achievement of target of affixation of High Security 
Registration Plates HSRP~ 

As per Central Government enactment of "New High Security Registration 
Plates Order" dated 22"d August 200 L read with Rule 50 of Central Motor 
Vehicle Rule (CMVR), it will be mandatory for a ll new registered vehicles to 
be affixed with HSRPs having specifi cations and s tandards as prescribed in 
the rules. In case of already registered vehic les, such Registration Plates were 
to be fi xed within two years from the date of publication of the order. The 
Haryana Government implemented the cheme of HSRP after the d irection of 

Ambala, Faridabad. Gurgaon, Jhajjar, Rohtak, Sirsa and Yamunanagar. 
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the Supreme Court dated 13 October 2011. Tran port Department, Haryana 
had entered into a contract with M/S Link Ut av Registration Plates, Private 
Limited, New Delhi o n 27 Apri l 2012 and the work was started with effect 
from 25 May 2012. 

A per clau e 10.5.2.1 of the agreement, the HSRPs hould be ready for 
affixation at the respecti ve Affi xation Station within four days from the date of 
receipt of authori sation from the Regi te ring Authority and the receipt of price 
from the vehicle owner. The RTAs and RA (MY ) in the State were 
responsible for the implementation of the work and were instructed to monitor 
it. It wa also directed to ensure that no Regi tration Certificate was i sued 
without affixing HSRP. 

Audit noticed (December 2014 to May 2015) that 8,54,257 motor vehicles 
were registered between June 2012 and March 2015. The HSRPs were affixed 
only on 4,06,108 vehic les. The remaining 4,48,149 vehicles (52 per cent) were 
not affixed with HSRPs up to 3 1March 2015. The shortage in achievement of 
targets ranged between 27 and 81 per cenr in 24 Registeri ng Authorities for 
affixation of HSRPs o n new registered motor vehicle . The rea ons for 
shortfal l were called for but no reply was provided. 

lt was further noticed tha t data relating to o ld registered vehic les prior to 
June 2012 for replacement of HSRPs was not transferred up to July 20 15 as 
more than two year had been elapsed of the start of the project. 

All the Registering Authoritie responded (March 20 15 to May 2015) that the 
data of registratio n of new vehicles had been transferred directly to the HSRP 
contractor and it wa the responsibility of the vehicle owner to get HSRPs 
affixed. The replies of the Registering Authorities were not tenable a a ll the 
RTAs/RAs were required to ensure that no Regi tration Certificate wa to be 
i sued without affixing the HSRP. In the case of old regi tered vehicles, the 
Transport Department stated (August 2015) that NIC has sent data of old 
vehicle through web service to the firm . However, no timeframe was laid 
down in this regard. Thus, there was lack of monitoring on the fart of 
RTAs/RA which wa in contravention of Supreme Court Judgement which 
laid down that " In tallation of HSRP i tatutory command which is not only 
in interest of the security of the State, but also serves a much larger public 
interest. Therefore, it is not only desirable, but mandatory, for every State 
Government and Union Territory to comply with the tatutory 
provision /orders of Supreme Court in te rms of Artic le 129 of the Constitution 
o f India." 

5.3.2 Non fixation of snap locks 

As per condition number 4 (viii) of HSRPs order, HSRP shall be fastened 
with at least two non-removable/non-reusable nap lock y tern in the rear of 
the vehicle for the sake of better security. The State Government may engage 
any approved testing agency which will conduct peri odical 
checking/evaluation/testing and certification of the HSRPs on regular and 

Maninder Singh Billa Vs. Union of India & ORS. (Writ peti tion© No.510 of 2005) 
dated 7 February 2012. 
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random basis at embos ing/affixi ng tations and on the road , in o rder to 
verify their quality and performance. 

Audit noticed (December201 4 to March 2015) from the records of RTA /RA 
offices of seven districts, that HSRPs were affixed in 4,06,J 08 motor vehicles 
with blind ri vets only. These HSRPs were without snap lock which was 
mandatory for better ecurity. Absence of snap locks negated the very purpose 
of the entire exercise to secure the vehicles from theft and unauthori sed 
changing of number plate . 

Transport Department sta ted (August 2015) that different agencies have been 
requested to intimate the charges for checlcing/evaluation/te ting of q uali ty of 
HSRPs and snap lock. Thi hows that the Department had failed to en ure the 
quality of the plates as per agreement. 

A per clause 14.1 and 14.3 of the agreement ' In consideration of the grant of 
concess ion, the Conce sionai re shall pay to the State Government by way of 
five per cent roya lty on the amount collected by the concessionaire (excluding 
local Sales Tax, VAT, etc.) for sale of HSRPs from vehic le owners'. Authority 
may sati sfy itself that the contractor is reporting the actual collection of 
amount o n the affixation of HSRPs. 

(i) Data analysis at the Tran port Department Haryana, showed that, the 
concessionaire collected an amount of ~ 19.62 crore upto 31 March 2015 on 
account of affixation of HSRPs. Thus, roya lty of ~ 98.05 lakh wa required to 
be deposited in Government account. However, the Concessionaire deposited 
~ 80.65 lakh resulting in hort deposit of royalty of~ 17.40 lakh. 

(ii) Audit also noticed (December 2014 to May 2015) from the records of 
even di stricts, that out of 8,54,257 motor vehicles registered between 

June 2012 and March 20 15, HSRPs were affixed on 4,06,108 new vehicle. As 
the Department failed to get affixed HSRPs on remaining 4,48, 149 vehic les, 
the Government was deprived of royalty of ~ 29.87 lakh which could have 
been collected for affixation of HSRPs on such vehicles. 

All the Registering Authorities stated that it was the responsibility of the 
vehicle owners to get HSRP affixed. The reply was not tenable a it was the 
responsibility of the RTA and RLA (MVs) to en ure that no registration 
certificate was is ued without affixing the HSRPs. Thus, there wa lack of 
monitoring on the part of RT NRAs. 

S.3.4 Non renewal of licenses of Pollution Check Centen 

Rule 162-A of Haryana Motor Vehicles Rules, 1993 provide that every motor 
vehicle shall have to carry a valid "Pollution Under Control Certificate 
(PUCC)" issued for a period of ix months by the Transport Department, or, 
by any Pollution Check Centre (PCC) du ly authorised by the Transport 
Department. The fee for the issue and renewal of PCC licen e shall be 
~ 2,500 per annum. 
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PCC owner hould be matricul ate, a technici an with ITI Diploma in Motor 
Mechanic and having a workshop for minor repair. He should submit proof of 
purchase of smoke meter and an exhau l gas analyzer approved by the 
Government of India. The Enforcement officer may check working of any 
PCC falling in his jurisdiction . If any PCC owner is violating the afore aid 
terms and conditions, he may pass an order to stop the PCC activity or 
suspend/cancel the PCC. 

Audit noticed (December 2014 to May 2015) from the records in the offices of 
fi ve9 RTAs, that out of 629 licen e , L 10 license of PCCs were not getting 
renewed by the owners for the period be tween January 2011 and December 
20 14. The Department had ne ither is ued notices to recover the pending 
licen e fee of~ 6.10 lakh for the period 20 11 - 12 to 2013-14 nor the licence 
wa u pended/cancel led . 

Four RT As tated in May 20 15 that notice would be issued to the defaulter . 

5.3.5 on renewal of licenses of Driving Training Schools 

As per Ru le 24 (4) of CMY Rules, the li censing authority can grant or renew a 
licen e to a person who wants to maintain a Driving School or establi hment 
on payment of ~ 2,500 for a period of five years. The premises where the 
schoo l or establishment is propo ed to be conducted is either owned by the 
applicant or i taken on lea e by him or is hired in his name. The minimum 
educational qualification of the taff i 10th standard and the driving 
in tructor (s) al o po ses es at least five year driving experience and 
certification in Motor mechanic. The vehicl es are available exclusively for the 
purpo e of imparting in truction and litted with dua l control facility to enable 
the in tructor to control or top the vehic le. He should keep the premi e of the 
chool, record and regi ter maintained by it at all reasonable times open for 

in pection by the licensing authority. 

Audit noticed (December 2014 to May 2015) from the records in the office of 
four 10 RTAs. that 35 out of 67 Driving Training Schools, had not renewed 
their li censes afte r expiry of validity pe riod. However, the Department had 
ne ither issued notice to recover the pending license fee ~ 1.0 l lakh from the 
defaulting Driving School owner nor the licence was su pended/cance lled. 

RTA Rohtak and Gurgaon stated (May 20 15) that notices would be is ued to 
defaulter for recovery. 

Thus, HSRPs affixed were without snap lock which was mandatory for be tte r 
ecurity, affixation of HSRP on new registered vehic le ranged 

between 27 and 8 1 per cent and replacement of HSRPs on old vehicle had not 
s tarted. There was no monitoring to ascertain the actual collection of 
royalty/short depo it of royalty. Due to lack of monitoring and follow up 
action, the department had fai led to issue notices to recover pending licence 
fee from the defaulting PCC owners/Driving Training Schools re ulting in 
non recovery of licen e fee of ~ 7 lakh. 

q 

10 
Ambala, Bahadurgarh. Gurgaon. Rohtak and Yamunanagar. 
Ambala, Gurgaon. Rohlak and Yamunanagar. 
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The above point was reported to the Government in July 2015; reply ha not 
been received (November 2015). 

5.4 Sus_l!ected misa_l!Pro_priation of Government Rece!Pt 

Non-observance of the financial rules by the controlling officer 
resulted in suspected misappropriation of Government money of 
~ 4.46 lakh. 

Rule 2.2 and 2.7 of the Punjab Financial Rules (PFR), as adopted by the 
Haryana Government, requires a Drawing and Disbursing Officer (ODO) to 
satisfy himself that a ll the monetary transactions are entered in the ca h book 
as soon as they occur and are attested by him. Rule 2.7 ibid provide that the 
official who is not in charge of the cash book, receives the money on behalf of 
the Government is required to deposit the amount into the trea ury/bank on the 
same day or in the morning of the next day. The head of the offi ce under 
Rule 2.2 (iii) is also required to verify all the entries including totals of all the 
entries in the cash book or ha ve thi s done by some responsible offic ial other 
than the writer of the ca h book and ini tial that all entries are correct. As per 
Rule 2.2 (v), a consolidated receipt for a ll the remittances shou ld be obtained 
from the treasury by the l 51

h of the fo llowing month and compared with the 
entries in the cash book. 

Audit noticed (November 2014) from the Daily Collection Register (OCR)/ 
Consolidated Treasury Receipt Register (CTR), receipt books and RC register 
of the Registering and Licensing Authority (Motor Vehicles) { RLA (MVs)}, 
Bhiwani for the years 201 2-13 and 2013-14, that an amount of ~ J 2.68 lakh 
was collected on account of issue/renewal of driving Licenses for the periods 
May, June and September 2012. Out of~ 12.68 lakh , an amount of ~ 4.46 lakh 
was not deposited in Treasury/Government account even after the lap e of 
three years of the collection. The Controlling officer neither checked/signed 
the DCR for the period from May to September 2012 nor cross verified entries 
in the DCR with that of treasury record for the periods April 2012 to 
May 2013. Thus, non-observance of the financial rules by the controlling 
officer resulting in suspected misappropriation of Government money of 
~ 4.46 lakh. 

RLA (MY), Bhiwani admitted to the facts and stated (August and 
October 2015) that an amount of~ 3.86 lakh had been recovered and deposited 
in Government treasury in July and October 2015. However, notice had been 
issued to recover the balance amount of~ 60,000 (November 20 15). 

The matter was reported to the Government in July 2015; reply ha not been 
received (November 2015). 
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CHAPTER VI: OTHE~ TAX AND NON-TAX RECEIPTS 

6.1.1 Tax administration 

This chapter con i ts of receipts from Enterta inment Duty. Power (Taxe and 

duties on e lectricity), Mines and Geology and Land Revenue. The 

admini tration 

Department. 

governed by Act /Rule framed separately for eac h 

6.1.2 Results of audit ---
Audit check of the record of 52 units during 20 14- 15 re lating to Mine and 

Geology, Power Depa11ment (Taxes and duties on e lectric ity), Land Revenue 

and Exc i e and Taxatio n Department (Entertainment Duty) showed non/ hort 

recovery of royalty, non levy o f intere t and othe r irregularitie involving 

~ 1.26 crore in 4,493 case . under the following categories in Table 6.1. 

Table 6.1 

(~in crore) 

Sr. Categories Number of Amount 
No. cases 

I. on/short recovery of 

• roya lty and interest 
144 0.47 

• electricity in tal lation 
4.273 0.10 

fees 

2. on deposit of copying and 75 0.05 

mutation fee 

3. Mi cellaneou irregularit ies I 0.64 

(Entertainment Duty) 

Total 4,493 1.26 

During the year, the Department accepted underassessment and other 

deficienc ie amounting to ~ 0.30 crore in 4,280 cases, out of which 

~ 0.21 crore involved in 4,253 cases were pointed out during the year and the 

re tin earlier years. The Department recovered~ 0. 10 crore in 40 cases, out of 

which~ 0.01 crore involved in 13 case re late to the year 2014- 15 and the 

re t to earlier years. 

Sig nificant case invo lving ~ 24.92 lakh is di scussed in fo llowing paragraph: 
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MINES AND GEOLOGY DEPARTMENT 

Audit findings 

6.2 Non/short recovery of ro alt)_: and inter ... e .... st_~------' 

Royalty and interest amounting to ~ 24.92 lakh was not recovered 
from 81 brick kiln owners, who were issued permits between 
April 2011 and April 2014 in respect of five Districts. 

Rule 30 of the Haryana Minor Mineral Concession, Stocking, transportation of 

Mineral and Prevention of illegal Mining Rule , 20 12 provides that brick kiln 

owner (BKOs) shall pay annual amount of royalty at the prescribed rate in 

advance by 30th April of every year. State Government revi ed the rates of 

fixed royalty of various categories of BKOs with effect from 20 June 2012 and 

the BKO haJI pay annual amount of royalty at the prescribed rate in advance 

by l st April of every year. In ca e payment is made after even days but up to 

30 days of the due date, after 30 days but within 60 days of the due date and 

beyond 60 days of the due date, interest at the rate of 15, 18 and 21 per cent 

(for the entire period of default) per an num respecti vely is chargeable for the 

period of default. BKOs register is mai ntained at each mining office for levy 

and collection of roya lty. The permit of uch BKOs who do not pay royalty 

are required to be cancelled by the department by giving one month's notice 

and any um due from the permit holders on account of royalty and interest 

thereon i recoverable as arrears of land revenue. The Assistant Mining 

Engineers (AMEs)/Mining Officers (MOs) are responsible for monitoring 

recovery of outstanding due . 

Audit noticed (December 2013 to October 2014) from the records of 

five offices 1 of MOs/AMEs, that out of 1061 BKOs, 81 BKOs, who were 

issued permit between April 2011 and April 2014 for the period of two years 

did not pay due amount of royalty. Though, a period ranging between 21 to 

48 months had e lap ed upto March 2014, yet royalty of ~ 15.48 lakh wa 

neither paid by the BKOs nor any action was taken by the department to 

recover the same. No action to cancel the permits and/or to recover the dues as 

arrears of land revenue was taken. Lack of action on the part of the department 

resulted in non-realisation of royalty of ~ 15.48 lakh besides intere t of 

~ 9.44 lakh. 

AMEs/MOs: Ambala, Faridabad, Hisar, Jind and Narnaul. 
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All the AMEs/MOs admitted the facts and stated (February 20 14 to 

Apri l 2015) that an amount ~ J.74 lakh had been recovered and notices had 

been is ued to the concerned BKOs to recover the out tanding amount of 

~ 23. 18 lakh . Further progress report on recovery is awaited (November 2015). 

The matter wa reported to the Government in May 2015; reply has not been 

received (November 20 15). 

Chandigarh 
The 

New Delhi 
T he 

2 9 FEB 2016 ~ ~ ----1-__[J_-u -
(Mahua Pal) ~ 

Principal Accountant General (Audit), Haryana 

Countersigned 

(Shashi Kant Sharma) 
Comptr oller and Auditor General of India 
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Annexure I 
(Refer Paragraph No. 1.6.5) 

Position of paragraphs which appeared in the Audit Reports and those pending 
discussion/ replies not received as on 31 October 2015. 

Name of 
2010-11 2011-12 2012-13 2013-14 Total tax 

Taxe on Paras appeared 
Sales. Trade 111 the ARI 
etc. pending 12 9 4 9 34 

di scussion in the 
PAC 
Para replies not 

0 0 4 9 13 received 
Taxes on Paras appeared 
Motor 111 the 
Vehicles AR/pending 3 I 1 2 7 

discussion in the 
PAC 
Paras replies not 

2 1 1 2 6 received 
Stamp duty Paras appeared 
and 111 the 
Registration AR/pending 6 6 8 7 27 
fee discussion in the 

PAC 
Para replies not 

0 6 8 7 2 1 received 
State Paras appeared 
Excise/PGT in the 

AR/pending l 3 4 5 13 
discussion in the 
PAC 
Paras replies not 

0 0 4 5 9 received 
Others Paras appeared 

in the 
AR/pending 1 1 1 1 4 
discus ion in the 
PAC 
Paras replies not 

I 1 1 I 4 received 
Total Pa ras appeared 

in the 
AR/pending 23 20 
discussion in 

18 24 i 85 

the PAC 
I 

ATENs to 
Paras included 3 8 18 24 53 
in AR not 
receh·ed 
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ANNEXURE II 
(Refer Paragraph No. 1.6.5) 

Details of PAC recommendations for CAG Report (Revenue Receipts) 
outstanding as on 31 October 2015 

Sr. PAC Year of Audit Report Total nos. of outstanding paras of PAC 
No. Report Reports 1979-80 to 2009-10 as on 

31-10-2015 

I 22nd 1979-80 3 

2 23rd 1980-81 4 

3 25th 198 1-82 4 

4 26th 1982-83 3 

5 28th 1983-84 2 

6 29th 1984-85 7 

7 32nd 1985-86 4 

8 34th 1986-87 11 

9 36th 1987-88 6 

JO 38th 1988-89 10 

11 40th 1989-90 21 

12 42nd 1990-91,91-92,92-93 26 

13 44th 1990-91 ,91-92,92-93 39 

14 46th 1993-94 9 

15 48th 1993-94, 1994-95 10 

16 50th 1993-94. 1994-95, 1995-96 40 

17 52nd 1996-97 30 

18 54th 1997-98 43 

19 58th 1998-99 & 1999-2000 64 

20 60th 2000-01 38 

21 62nd 2001-02 42 

22 63rd 2002-03 46 

23 64th 2003-04 52 

24 65th 2004-05 50 

25 67th 2005-06 48 

26 68th 2006-07 &2007-08 100 

27 70th 2008-09 56 

28 7 Ith 2009- 10 52 

Total 820 
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19 
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ANNEXURE Ill 
(Refer Paragraph No. J .6.5) 

Appendices 

Details of PAC recommendations for CAG Report 
(Revenue Receipts/Sector) outstanding as on 31 October 2015 

Name of the Department Total 
recommendations 

outstanding for the 
period 1979-80 to 

2009-10 

Excise and Taxatio n 379 

Revenue 172 

Mines and Geology 46 

Agriculture 41 

Irrigati on 16 

Chief Electrical Inspector (Power) 17 

Public Health 6 

PWD (B&R) 5 

Animal Husbandry 7 

Transport 56 

Finance (Lotteri es) 15 

Haryana State Lotteri es 2 

Co-operative 20 

Forest l l 

Home 16 

Urban Development 2 

Medical and Health 4 

Industries l 

General l 

Town and Country Planning 3 

Total 820 
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A As 

ACS 

AETC 

AETOs 

AM Es 

ATENs 

BBMB 

BEs 

Bl FR 

BK Os 

CL 

CMVR 

CST Act 

CTR 

OCR 

DCs 

ODO 

DEPB 

DETC 

DHBVNL 

DMRC 

ETC 

ET Os 

GOl 

GTO 

HARIS 

HDPE 

HLL Rules 

HSRPs 

HVAT Act 

IGR 

IMFL 

lOCL 

GLOSSARY OF ABBREVTA TJONS 

Assessing Authorities 

Additional Chief Secretary 

Assistant Excise and Taxation Commissioner 

Assistant Excise and Taxation Officers 

Assistant Mining Engineers 

Action Taken Explanatory Notes 

Bhakra Beas Management Board 

Budget Estimates 

Board of Industrial and Financial Reconstruction 

Brick Kiln Owners 

Country Liquor 

Central Motor Vehicles Rules, 1989 

Central Sales Tax Act, 1956 

Consolidated Treasury Receipt Register 

Daily Collection Register 

Deputy Commissioners 

Drawing and Disbursing Officer 

Duty and Entitlement Pass Book 

Deputy Excise and Taxation Commissioner 

Dakshin Haryana Bijli Vitran Nigam Limited 

Delhi Metro Rail Corporation 

Excise and Taxation Commissioner 

Excise and Taxation Officers 

Government of India 

Gross Turnover 

Haryana Registration Information System 

High Density Polyethylene 

Haryana Liquor License Rules, 1970 

High Security Registration Plates 

Haryana Value Added Tax Act, 2003 

Inspector General of Registration 

Indian Made Foreign Liquor 

Indian Oil Corporation Limited 
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Jinnspectioilll Reports 
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