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. This . Report for.· the year. e:nded 31 , March 2010 has . been prepared for 
. submission to the Governor under Article 151 (2} of" the Constitution. . 

The audit of revenue receipts of the State Government is conducted under 
Section 16 of the Comptroller and Auditor General's (Duties, Powers and 
Conditions of Service) Act, 1971. Thjs Report presents the results of audit of . 
receipts comprising taxes. on sales, trade etc., state excis'e, taxes on vehicles, 
land revenue, other tax receipts, mineral concession, fees anci royalties and 
other non-tax receipts of the State. . 

The cases mentioned in this Report are among those which came to notice in 
the course of test audit of records during the year 2009-10 as well as those 

. which came to notice in earlier years but could not be covered in previous 
reports. . ' 
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This Report contains 26 paragraphs including two reviews relating to 
non/short levy of tax, interest etc. involving ~ 977.82 crore. Some of the major 
fmdings are mentioned below: 

Total receipts of the Government of Bihar for the year 2009-10 were 
~ 35,526.83 crore. The revenue raised by the State Government amounted to 
~ 9,760.09 crore comprising tax revenue of ~ 8,089.67 crore and norrtax 
revenue of~ 1,670.42 crore. The receipts from the Government of India were 
~ 25,766.74 crore (States' share of divisible Union taxes: ~ 18,202.58 crore 
and grants-in-aid: ~7,564.16 crore). Thus, the State Government's own 
contribution to tax revenue was only 27 per cent of total revenue. 

(Paragraph 1.1.1) 

The number of inspection reports and paragraphs issued up to December 201 0 
but not settled by June 2010 stood at 4,150 and 21,968 respectively involving 
~ 7,876.02 crore. We are yet to receive even first replies for 1,577 IRs though 
these were required to be furnished within one month of their receipt. 

(Paragraph 1.2.1) 

We conducted test check of the records of commercial taxes, State excise, 
taxes on vehicles, land revenue, non-ferrous mining and metallurgical 
industries and other departmental offices during the year 2009-10 and 
observed underassessment /short levy/loss of revenue of ~ 2,399.68 crore in 
2,092 cases. During the year 2009-10, the concerned Departments accepted 
underassessments and other deficiencies of~ 1,784.41 crore involved in 1,892 
cases. 

(Paragraph 1.5.1) 

In 10 commercial taxes circles, suppression of sales/purchase turnover of 
~ 766.96 crore by 17 dealers resulted in underassessment of tax of ~ 610.40 
crore including leviable penalty. 

(Paragraph 2.10) 

Irregular claim of lTC by the dealers in two commercial taxes circles resulted 
in excess allowance ofiTC of~ 137.17 crore including leviable penalty. 

(Paragraph 2.11) 

Non-detection of application of incorrect rates of tax in seven commercial 
taxes circles resulting in short levy of tax of ~ 28.51 crore including interest 
and leviable penalty. 

(Paragraph 2.12) 

In Patna West commercial taxes circle, though the interstate stock transfer of 
goods valued at~ 19.09 crore was not supported by the prescribed declaration 
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forms, tax was levied at lower rate. This resulted in short levy of tax of 
~ 84.62 lakh. 

(Paragraph 2.16) 

Suppression of import/purchase of scheduled goods of~ 238.39 crore by five 
dealers registered in five commercial taxes circles resulted in short levy of 
entry tax of~ 56.58 crore including leviable penalty and interest. 

(Paragraph 2.21) 

A review on 'Levy and Collection of State Excise Revenue' indicated the 
following deficiencies. 

• Due to non/delayed settlement of excise shops coupled with 
non-operation of shops by the Department /through BSBCL, the 
Government sustained a loss of~ 134.29 crore in the shape of licence 
fee. 

(Paragraph 3.6.9.1 and 3.6.9.2) 

• Due to absence of a mechanism of periodic review of shop-wise lifting 
of liquor against allotted MGQ, short lifting of liquor by the licensees 
remained unnoticed Leading to a loss of Government revenue of 
~ 94.61 crore. 

• 

• 

(Paragraph 3.6.1 0) 

Due to delayed institution of certificate proceedings for recovery of 
arrears, there was loss of revenue of~ 3.14 crore in the shape of 
interest. 

(Paragraph 3.6.12.2) 

The internal audit was weak as evidenced by the low quantum of 
departmental inspection, non-maintenance of registers and lack of 
internal audit. 

(Paragraph 3.6.13) 

In 26 district transport offices, tax dues of~ 19.52 crore (including penalty) 
pertaining to 751 transport vehicles for the period between July 2002 and June 
2009 were neither paid by the vehicle owners nor action was taken towards 
realisation of dues by the concerned DTOs. 

(Paragraph 4.8) 

In three district transport offices, CFs issued to 14 transport vehicles without 
ensuring up-to-date payment of tax resulted in non-realisation of tax of 
~ 54.76 lakh including penalty. Besides, plying of these vehicles without 
proper inspection was fraught with the risk of causing damage to public life 
and property. 

(Paragraph 4.10) 

Vlll 



Overview 

In four district transport offices, 7,498 professional driving licences were 
granted to ineligible persons which resulted in loss of revenue of~ 15.751akh 
and also involved road safety concerns. 

(Paragraph 4.11) 

A review on 'Levy and CoUection of Stamp Duty and Registration Fee' 
indicated the following deficiencies. 

• 

• 

• 

Lack of co-ordination between the Registration Department and other 
public offices resulted in non-levy of stamp duty and registration fee of 
~ 1.42 crore in test checked districts during 2004-05 to 2008-09. 

(Paragraph 5.2.8) 

Due to pendency in the disposal of referred cases and no~ pursuance of 
the execution of deeds, the deficit stamp duty from finalised, referred 
and impounded cases could not be realised, leading to consequential 
blocking of Government revenue of~ 8.57 crore. 

(Paragraph 5.2.10) 

The internal audit was weak as evidenced by the low quantum of 
departmental inspections and absence of internal audit. 

(Paragraph 5.2.12) 

In 14 district mining offices, failure to call for copies of form 'M' and 'N ' 
from the concerned Works Departments for verification and detection of the 
cases of mining from other than legal sources resulted in non-levy of penalty 
of~ 23 .92 crore during 2008-09. 

(Paragraph 6.3) 

In five district mining offices, 230 brick kilns were operated during the brick 
season 2008-09 without/partial payment of the consolidated royalty which 
resulted in non/short levy of royalty of~ 1.12 crore. 

(Paragraph 6.4.1) 

In five irrigation divisions, khatiani for one lakh hectares of kharif and 
0.45 lakh hectares of rabi crops land irrigated during 2007-08 and 2008-09 
were not prepared by the divisions. This resulted in non-raising of demand and 
non-collection of water rates of~ 2.51 crore. 

(Paragraph 6.8) 

lX 





CHAPTER-I 
GENERAL 





li.li.li The tax and non-tax revenue raised by the Government of Bihar during 
the year 2009-10, the State's share of net proceeds of divisible Uruion taxes and 
duties assigned to States and grants- in-aid received from the Government of 
India during the year and the corresponding figures for the . preceding four 
years are mentioned below: . 

·The above table indicates that during the year 2009-10, the revenue raised by 
the State Government~ 9,760.09 crore) was 27 per cent of the total revenue 
receipts against 22 per cent in the preceding year. The balance 73 per cent of 
receipts during 2009-10 was from the Government of India. Though the total 

1. For details, please see Statement No. 11 - Detailed accounts of revenue by minor 
heads in the Finance Accounts of Government for the year 2009-10. Figures under 
the major heads 0020 - Corporation tax, 0021 - Taxes on income other than 
corporation tax, 0028 - Other taxes on income and expenditure, 0032 - Taxes on 
wealth, 0037 -Customs, 0038 -Union excise duties, 0044 - Service tax and 0045 -
Other taxes and duties on commodities and services -Minor Hea:d- 901 -Share of 
net proceeds assigned to the State booked in the Finance Accounts under A - Tax 
revenue have been excluded from the revenue raised by the State and included in 
State's share of divisible union taxes in this statement, . 
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revenue receipts of the State increased in 2009-10: compared to 2008-09 from 
~ 32,980.69 crore to ~ 35,526.83 crore, the grants-in-aid received from the 
Government or India decreased by·~ 397.96 crore in 2009-10. The overaU 
increase of 3322 per cent in revenue. raised :by the State Government 
(~9,760.09 crore) during 2009-10 as compared tb ~ 7,326.06 crore during 
2008-09 was. mainly due to. a 31.05 per cent mcrease in tax revenue and a 
44.84per cent increase m non-tax r~venue as detaUed in paragraphs 1.1.2 and 

. l.L3; The trend ofincrease of revenue raised by the .State is required to be 
maintairied i.n subsequent years. 

Ll.2 ·The following table presents the details of tax revenue raised during the 
·. period 2005-06to 2009-10. · . . . 

The Departments concerned reported the following reasons for variation in 
coHecti.on of tax revenue in 2009.,.1 0 as compared to ithe year 2008-09: 

State Excise: The inc~ease (59 .27 per cent) was due to increase in the number 
.· of retail excise s~ops settled under the. new excise pqlicy. 

. . . 

Stamp duty al!lld. regfrslt!ratlii!Hll Jfees: The increase (~9.33 per cent) was due to 
the revision of the niinhnum value· register of the urban· areas of the State wi.th 
effect from April 2009. · · . 
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The other Departments did not inform (December 2010) the reasons for 
variation; despite being requested (between May and August 201 0). 

1.1.3 The following table presents the details of non-tax revenue raised during 
the period 2005-06 to 2009-10. 

The reason for increase (30.58 per cent) under 'Non-ferrous mining and 
metaUu:rgical industries' as reported by the concerned Department was due 
to increase in the auction amount of sand ghats. 

The other Departments did not inform (December 201 0) the reasons for 
variation, despite being requested (between May and August 2010). 

The P AG (Audit) Bihar conducts periodical inspection of the Government 
Departments to test check the transactions and verify the maintenance of the 
important ac.counts 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 

3 
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the next higher authorities for taking prompt corrective action. The heads. of 
the offices/ Government are required to prompdy comply with the 
obserV-ations contained in the, IRs, rectify the defects and omissions and report 
compliance through initial reply to the P A G withiq one month from the date of 
issue of the IRs: Serious fmancial irregularities are1 reported to the heads of the 
Departments and the Government. 

A review of inspection reports issued upto December 2009 disclosed that 
21,968 paragraphs invoJving ~ 7,876_:02 crore relating to 4,150 rn.s remained 

' · outstanding at the end of June 2010 as mentio,ned below along with the 
corresponding figures for the preceding two years: : 

The Department-wise details of tlie IRs and paragraphs outstanding as on 30 
June 2010 and the amounts involved are mentioned in the following table.: . 
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·The Departnlent of Finance issued directions· (August 1967) to all the 
Departments . to ·send their response to the draft audit paragraphs proposed for 
inclusion in the Report of the· Comptroller and Auditor General of mdia within 

<six weeks. The PAG forwards the draft paragraphs to the Secretaries ofthe 
t;oncerned Departments through_demi-:officialletters drawing their attention to 
the audit findings and requesting them to send their response within six weeks. 
·The .fact of non-receipt -of· the replies from the Departrrients -is invariably 
indicatedatthe end of each paragraph included fu.theAudit Report 

~ . - . . . . 
' -

Twenty four dnift paragraphs and tWo reviews included in this Report for the 
· year. ended 31 March 20 LO, ·were forwarded to the Secretaries of the concerned 
. Departments.between M~y and S~ptember-2010 through denii-officialletters. 

- - . - . 

. The Secretaries of the various Departments sent replies to the two reviews, 
_ 12 draft paragraphs and partial replies to five draft paragraphs while .replies to 

seven draft paragraphs have not _been. received. These have been included in 
. this Report without the response of the Governnii:mVnepartments. 

·· T_he ·-~ bepartl11ents of· the Governm~nt are- reql,Iired to prepare detailed 
.. explanations (Departmental notes) onth~ audit pa:tagraphs and send it to the 

Public Accoililts Committe,e within three months ofan Audit Report being 
• presented to the State Legislature. · 

-· .. We reviewedthe--positi~n and founct'tliat as ~f October2010,12 Departnients 
had .not funiished the Departmental notes in .r~spect ·of 161 paragraphs 
includedjnthe Audit Reports for thl.f years between 1990-91 and2008-09 for 

: vetting. The delay ranged from one month to over 16 years as mentioned 
.. below: . - · 
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·The delay in submission of Departmental notes is indicatiye of the fact that. the 
· heads of the offices/Departments did not take prompt action <;>n the important 
issues highlighted in the Audit Reports that involved large sums ofunrealised 
revenue, the recoveryof some of which coulci bebarred by limitation now.· · 

During the years between 2004-05 and 2008-09, the Departments/Government 
accepted audit obserVations involving~ 1,253.37 crore of which an amount of 
~ 4.25 crore only was recovered as on 31 March 2010 as mentioned below: 

7 
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The concerned Departrrlents did not inform (December 2010) the up-to-date 
·position of recovery, despite being requested (between May and August 201 0). 

ill order to analyse the system of addressing the issues highlighted in the 
Inspection Reports/ Audit Reports by the Departments/Government,. the action 
taken on the paragraphs and reviews included in the Inspection Reports/Audit 
Reports in respect of Mines mmll Geology DeJ!llallrtmeHlt was evaluated. The 

· succeeding paragraphs 1.3 .l and 1.3 .2 discuss the perforinance of the 
Department to deal with the cases detected in the course of local audit 
conducted during the last 10 years and also the cases included in the Audit 
Reports for the years 1999-2000 to 2008-09. 

··m\:~-~imnnL~J 
The summarised position of inspection reports issued during the last 10 years, 
paragraphs included in these reports and their status as on November 201 0 are 
tabulated below: 

In view of heavy accumulation of pending IRS/paragraphs, the responsibility 
of.disposal of pending IRs and paragraphs upto·the year 1995-96 was left to 
the Department (August 2006) exceptin cases ofoutstanding draft paragraphs, 
reviews, cases pending in courts and cases of defalcation in which the final 
decision rests with the Public Accounts Committee/Hon'ble Courts. 

8 
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The position of paragraphs included in the Audit Reports of the last 10 years 
and those accepted by the Department are mentio11ed below: 

The above table shows that out of ~ 230.88 crore iiwolved in 27 paragraphs 
included in the Audit Reports for the'years 1999::.~000 to 2008-09, the 
. Government/Department accepted ~ · 44.99 crore involved in 11 paragraphs 
. against which no recovery could be effected. 

_ The Goyetnment/Department -m~ytake- eff~ctive steps for· recovery oJf 
' Government revenue. - · 

-.The draft perfoffilance ;eviews conducted by the PAG are forwarded to ~he 
concerned DepartmentsfGovernmentfor their information with a request to 
furnish their replies. These reviews are also discussed in an exit conference 

·and the l)epartment's/Government's views are-included while fmalising the 
reviews. for the Audit Reports. 

· Two .reviews containing nine reco~endations were featured in the Audit 
Reports 2001-02 and 2006-07 on receipts of Mines. and Geology Department. 

_ We are yet to receive any reply regarding acceptance ofthe recommendations 
. and action taken thereon (December 2010). 

9 
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Yl·ar of \H '\am~ of thl· '\umhl·r nf lh'taih nf thl· Stalla' 
fl' \ il' \\ n·romm~n d a I ion' n ·rumml·nd at inn' 

:H·n·pt~d 

2001-02 Mineral 4 Reply of the -
Receipts Goverrunent/Department 

awaited 

2006-07 Receipts 5 Reply of the -
from mines Government/Department 
and minerals awaited 

1A Audit Planning 

The unit offices under various Departments are categorised into high, medium 
and low risk units according to their revenue position, past trends of audit 
observations and other parameters. The annual audit plan is prepared on the 
basis of risk analysis which inter-alia includes critical issues in Government 
revenues and tax administration i.e. budget speech, White Paper on State 
finances, reports of the Finance Commission (State and Central), 
recommendations of the Taxation Reforms Committee, statistical analysis of 
the revenue earnings during the past five years, features of the tax 
administration, audit coverage and its impact during the past five years etc. 

During the year 2009- I 0, the audit universe comprised of 1,012 auditable 
units, of which we planned and audited 271 units dw·ing the year 2009-10 
which was 26.78 per cent of the total auditable units. The details are shown in 
Annexure-D. 

Besides the compliance audit mentioned above, we also conducted two 
performance reviews to examine the efficacy of the tax administration of these 
receipts. 

1.5 i{rsults of audit 

1.5.1 Position of local audit conducted during thr yrar 

We conducted test check of the records of 271 units of commercial taxes, State 
excise, motor vehicles, forest and other Departmental offices during the year 
2009-10 and observed underassessment/short levy/loss of revenue of 
~ 2,399.68 crore in 2,092 cases. During the course of the year, the 
Departments concerned accepted underassessment and other deficiencies of 
~ 1,784.4 1 crore involved in 1,892 cases of which 1,774 cases involving 
~ 1,732.70 crore were pointed out in audit during 2009-10 and the rest in the 
earlier years. The Departments collected ~ 0.67 crore in 119 cases during 
2009-10. 

1.5.2 This Re11ort 

This report contains 24 paragraphs (selected from the audit detections made 
during the local audit referred to above and during earlier years which could 
not be included in the earlier reports) and two performance reviews on ' Levy 
and collection of State excise revenue ' and 'Levy and collection of stamp duty 

lO 
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and registration fee' reiating to short/non.:.levy of tax, duty and interest, 
·penalty etc.. involving financial effect ·of ~- 977.82. crore. The 
Departments/Government · have accepted audit · 9bservations involving 
~96.16 croreoutofwhich ~4.49 lakh has been recoyered. The replies in the 
remaining cases have . not been received (Detember 2010). These 
paragraphs/reviews are discussed in the succeeding c~~J?ters II to VI .. 

<;·. 
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CHAPTER-II: COMMERCIAL TAXES 

2.1 Tax administration 

The collection of commercial taxes 1 in the State is administered by the 
Finance (Commercial Taxes) Department which is headed by the 
Commissioner of Commercial Taxes (CCT). In the exercise of his functions, 
the CCT is assisted by six Additional Commissioners and three Joint 
Commissioner of Commercial Taxes (JCCT) at the headquarters level. At the 
field level for administrative convenience, the State is divided into nine2 

administrative divisions, seven appeal divisions 3 and four audit divisions 4 each 
headed by a JCCT. The nine administrative divisions are further sub-divided 
into 50 circles each headed by a Deputy Commissioner Commercial Taxes 
(DCCT)/Assistant Commissioner Commercial Taxes (ACCT) assisted by 
Commercial Taxes Officers. The circle is the basic activity centre of the 
Department for actual tax collection 

.2 Trend of receipts 

2.2.1 Taxes on sales, trade etc.N AT 

The variation between Budget estimates (BEs) and actual receipts from taxes 
on sales, trade etc.N AT during the period 2005-06 to 2009-10 along with the 
total tax receipts during the same period is mentioned below: 

2005-06 2,356.3 1 1,733.60 (-)622.7 1 (-)26.43 3,561.10 48.68 

2006-07 2,364.67 2,08 1.49 (-)283. 18 (-) 11.98 4,033.08 5 1.6 1 

2007-08 2,879.93 2,534.80 (-)345. 13 (-) 11.98 5,085.53 49.84 

2008-09 2,937.72 3,016.47 78.75 2.68 6, 172.74 48.87 

2009-10 3,948.03 3,839.29 (-) 108.74 (-) 2.75 8,089.67 47.46 

The above table indicates that the percentage of actual sales taxN AT receipts 
in comparison to the total tax receipts of the State consistently decreased from 
the year 2006-07 to 2009- 10. 

2 

3 

4 

Commercial taxes include taxes on sales. trade etc.N AT, entry tax, e lectricity duty 
and enterta inment tax . 
Bhagalpur, Central, Darbhanga, Magadh, Patna East, Patna West, Pumea, Saran and 
Tirhut. 
Bhaga1pur, Central , Darbhanga, Magadh, Patna, Pumea and Tirhut. 
Bhagalpur, Magadh, Patna and Tirhut. 
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The trend of receipts vis-a-vis the BEs and total tax receipts is given in the 
following graph: 

Trends of Receipts 
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The chart below depicts the contribution of taxes on sales, trade etc.N AT 
receipts to the total tax receipts~ 8,089.67 crore) of the State during 2009-10 : 

Position of taxes on sales, trade etcJVAT in tbe total tax receipts 
during tbe year 2009-10 ( ~ in crore) 

• Other Tax Receipts 1!1 Taxes on sales, trade etc./VAT 

2.2.2 Entry tax 

The vanation between BEs and actual receipts from entry tax during the 
period 2005-06 to 2009-10 along with the total tax receipts during the same 
period is mentioned in the following table: 
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2005-06 312.00 613.38 301.38 96.60 3,561.10 17.22 

200~07 603.64 783.01 179.37 29.71 4,033.08 19.41 

2007-08 381 .33 937.87 556.54 145.95 5,085.53 18.44 

2008-09 825.00 1,279.41 454.41 55.08 6,172.74 20.73 

2009-10 1,270.00 1,613.16 343.16 27.02 8,089.67 19.94 

The above table indicates that there was no consistency in the actual receipts 
against BEs during 2005-06 to 2009-10. The percentage of actual entry tax 
receipts in comparison to the total tax receipts of the State declined in 2007-08 
and 2009-10 over 2006-07 and 2008-09 respectively. 

The trend of receipts vis-a-vis the BEs and total tax receipts is given in the 
graph below: 

Ql 

9000 

8000 

7000 

0 6000 ... 
u 
.5 5000 
"' i 4000 

~ 3000 

2000 

1000 

0 

Trends of Receipts 

.... 
/ 

.L_ 

------_.----.---
.. 
~ --~ -

2005.06 2006-07 2007-08 2008-09 2009-10 

Year 

-+-Total Tax Receipts - Actual Receipts ___._ Budget Estimates 

The following chart depicts the contribution of entry tax receipts to the total 
tax receipts(~ 8,089.67 crore) of the State during 2009-10. 
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Position of Entry Ta.x Receipts in the total tax receipts during the 
year 2009-10 (~ in crore) 

• Other Tax Receipts Cl Entry Tax Receipts 

2.3 Analysis of arrears of revenue 

The arrears of revenue in respect of commercial taxes as on 31 March 2010 
amounted to ~ 1,358.78 crore of which ~ 330.19 crore was outstanding for 
more than five years. The following table depicts the position of arrears of 
revenue during the period 2005-06 to 2009- 10. 

'car Opening bahmcc of .\mount l'Ollcctcd Closing balance of 
arrears during the ~car arrears 

2005-06 715.05 215.82 916.01 

2006-07 916.01 212.21 994.17 

2007-08 994.17 196.01 963.83 

2008-09 963.83 168.66 1,007.25 

2009-10 1,007.25 112. 15 1,358.78 

The above table shows that the arrears of revenue in respect of commercial 
taxes sharply increased in 2009-10 in comparison to 2008-09, while the 
collection decreased consistently during the period 2006-07 to 2009- 10. 

The Government may take suitable steps to arrest this downward slide in 
collection of arrears of revenue against increasing trend of accumulation 
of arrears. 

2.4 Assessee profile 

As reported by the Department the total number of registered dealers in the 
State during 2009-10 was 1,76,788 ofwhich 50,211 dealers were taxpayers. 

The Department did not furnish (December 201 0) any other information in 
respect of dealers, such as number of large tax payers, small dealers, number 
of dealers required to file returns, number of returns received and action taken 
by the Department against dealers who had failed to furnish returns etc., 
despite being requested between August and October 2010. 
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--~-~-·- ·-~£!lf~ 

The break-up of the total collection at the pre-assessment stage and after 
regular assessment of taxes on sales, trade etc .IV AT during the year 2009-10 
and ~the corresponding figures for the. preceding four years as furnished by the 
Finance (Commercial Taxes) Departl1lent is mentioned in the following table:. 

-~{ifi ~ 
~-

Thus, the percentage of tax collected before regular·assessment consistently 
increased over the period 2005-06 to 2008-09. This, however, decreased by 
2.28 per cerit during 2009-10 over the. previous, year.·· 

Dl.iring the p~riod 2004~05 to 2008-:-99, we have; through our inspection 
reports, pointed out non/short levy,_nonfshort realisation, underassessment/loss 
of revenue, 'incorrect exemption, conceahnentfsuppression of turnover, 
application _of incorrect rate of tax, ·incorrect computation etc., with revenue 
implication of~ 1,216.89 crore in 2,288 cases in respect of taxes on sales, 
trade etc.NAT. Of these, the DepaJiment/Government had accepted audit 
observations in 271 cases involving < 644.13 crme. The recovery, however, 
was just< 1.48 crote as shown in the following table; 

. . 

(~ ftn umre} _ 
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This negjlgible recoVerY of~L4ic,rbre'{Oj3]Jir·~~nl)agalnst accepted:cises. 
. involving _ ~ 644.13 : crore lrldicates lack of promptness on the part of the 
. __ qovefrimel1t/DepartrneiJ,t' in recov:efing the Go~~~ent dues_: _ ~-_._ 

~ ' . / '- ( 

·-:.:.···' 

• · We r¢¢onimend that t,he- Gov~rnfueiit ta~e appropriate steps to recoyer 
"tile aJ!iount invoivec:I, afh~ast in,~ccep'ted cases~: - : '. . . . 

. - .-·- ·- ;-· 

·;· ·'. . : -~· . i 

~ . -· _,_. . 
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. -.. . J)epartm~rt~ .. The ititertial auciifoft~e different::o(fices of the Uoverillnenf is 

conducted 'on tJie- ba&is' . of requisitions: received from the. ' adininistrative 
. ___ . • . pep~uti-rl~hit~~ Genentlly-an a!u:IitJeam ofFin~Iice,(A.udit).comprises- of three 
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1
amT __ s·ar)e_D- a~~- .~mt __ · __ 
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·· •·· .. -•.... ''\~ : • · ·. ·. · · · -· ·>accgurits.:Jiiamtanie . Yt e - ea ets -se ~cte · y t e. .. - .. _ · 

.-- :•· : .... -.~~~/~·; __ > -~:-.---. :-;}>'_:,:::. /<•_; The_.D~~~~ritdid;pot::fun1ish-_iilf6rpiati,onreg~~fug·- the nl!ffiber, ofoffipes 
--:p_. . ,._. ' ···t·•. ,. ::: ::• k.>>:••·-·· :: .dulfor•auait~audit-condl1cted~·-nuililJer-ofohsertatibns issued.-and.the amounts 
__:/ · . -·-· '•,•; ·- ,." .• :: . - ~-· -- :. :'_'·iri~olv~a.~td 11~: • .·- ) -. ··;•,> - ·__ -_-;_\" > • : · > · _ :\ ·. - • _ ; · ·. · :;_ · 
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Chapter-II: Commercial Taxes 

During.the course of the year, the Department acceptedunderassess;ment and 
other deficiencies of~ 920.97 crore in 806 cases, of which 754 cases involving 
~ 901.22 crore were porn ted out during_2009-l 0 and the rest in the earlier 
yeius.An amqunt of~- 5221 lakh was reftlised in 110 cases during the year 
2009-10. ' ' . . . 

A few illustrative cases involving ~ 841.96 crore are mentioned in the 
following paragraphs. 

Yt~~~~l-
our scrutiny of the records ofthe Coin,ltercial'Tax~s Depattinent revealed · 

·several cases of non-compliance oftheprovisiofis of the relevant Act/Rules 
·and Departmental orders cis mentioned in the succeeding paragraphs of this 
chapter .. These cases are illustrative and are based on test checks carried out 
by us. Sudh omissions on the part ofthe Departmental officers are pointed 
out by .us each year, but not only ·do the irregularities persist, they also 

-remain undeteded tillwe ·conduct audzt. ·There is need for the Governnientto 
impra,ve the internal'control system and-the internal audit: . 

Ten5 Commercial Taxes Circles· 

We obser-Ved- that- the · 
· Government/Department 
did not prescribe a 
mechanism. for cross 
'Verification · of the 

. · ttirnovet ·as disclosed :i.n 
the returns with . other 
records of the ·dealer like 

· utilisation statements · of 
· road permits, declaration 
. forms as well as Tax 

. Audit Report (TAR). or in.formation of sales and pfuchases obtained· from the 
r~c<;>rds of other dealers while scrutinising the returns. 

• 2.10.1 Between March 2009 and March 2010, we observed that 16 dealers (12 
selfassessed, .three scrutinised and one assessed) purchased/sold goods of 
~ 1,035.06 crore durillg the period 2005-06 to 2007-08 as shown in their 
.purchase/sale statements, utilisation statements~ of road permits/declaration 
forms andTAR. They, however, accounted for ~ 953.32 crore only in their 

· returns then~by suppressing purchas~s/sales of g()cids worth ~ 81.74 crore. As 
·the ·Department had- _n()t issued ··any instruction· for cross. checking the 
information, the AAs could not detect the suppression in cases where the. audit 
fmdings were based on the s~lf assessed/scrutinised returns and in the one 

. remainmg case (Sitamarhi) the AA could not detect the suppression despite 

· 5 ·- :Barh, Gaya, Hajipk,- Madhe~~r~, Patliputra, Patna Special, Patna West, Shahabad, 
Sitamarhi and Teghra._, - -
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the assessment being done in October 2008. T4is'resulted in underassessment 
of tax of~ 62.22 crore including penalty of~ 46;67 crore. 

After we pointed this out, the Government/Department raised demand of 
~ 3.03 crore in 11 cases including one case ofPatria West circle where the AA 
did not levy penalty citing that section 33 of the BVAT Act (assigned for 
assessment on the basis of CAG's audit) does not provide for levy of penalty. 
The reply is not as per the rule because section 33 read with section 31 
provides for reassessment by the AA including levy of penalty. We await the 
report on· the status of recovery in the ac<:;epted cases and replies in the 
remaining cases (December 2010}. 

. . . 

2.1@.2 We observed in March 2010 from the self assessed returns of a dealer 
of petroleum products registered in Patna Special circle thatthe dealer actually 
made purchase of goods of~ 19;426.14 crore during 2007-08 as per the 
annual return filed under the entry tax but accounted for ~ 18,740.92 crore 
only in his VAT returns/TAR. The dealer had thus suppressed purchase of 
goods of~ 685.22 crore. Due to absence of the aforesaid provision, the AA 
could not detect· the ·suppression of tw;nover which resulted . in 
underassessment oftaxof~ 548.18 crore including penalty of~ 411.14 crore. 

After · we· ·pointed th!s out, the . Government/Department in August 201 0 
accepted the fact of short accounting of purchase value in VAT returns,. but 
stated that there was no difference. in terms of quantity and there was no 
relation between thevalues of receipts and valu.e of sales and. any change in 
the value of receipts in TAR would only impact the residual profit/loss which 
is meaningless arid therefore it can be conclucled that no sale has escaped 
taxation and that there has been no underreporting of tax liability. The reply is 
not correct because the audit observation n~lates to suppression of purchase 
·and the assessee as well as the AA had stated that the receipt value reported 
under entry tax was correct and the error. in reporting of receipt in quarterly 
refJ.irns filed under VAT occurred primarily in.the second and fourth quarter 
due to time lag. Thus, it is cleat that an erroneous va.luation process was 

. adopted in arriving at the purchase value while filing the quarterly VAT return 
· leading to suppress!on/under reportip.g of purchase· value. under VAT. Further, 
:under section 31 (2}ofBVAT Act, tax and penalty'on the concealed purchases 
was also leviable. -
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Patliputra .and Patna ·Special Commercial Taxes Circles 

2.11.1 We observed in 
March 2010 from the 
self assessed returns 
of two dealers of 
Patna: Special circle 
that they availed of 
ITC of ~ 50.78 crore 
on the purchase value 
of .goods of 
~ 481.63 crore during 

· 2007-08. We cross 
checked the purchase 
value with the sales 
statement annexed to 
the TAR of the selling 
dealer and found that 
the selling dealer had 

. made sales of 
~ 196.04 crore only 

to the purchasing deal~rs and realis~d tax of~· 25.05 crore thereon. Thus, the 
purchasing dealer~ were· entitled to ITCof~ 25.05 crote only. This resulted in 
excess claimofiTC of~ 25.73 crore.The penalty for this excess claim works 
out to ~ 77.18 crore. 

2.11.2 We obser¥edin March 2010 from the selfassessed return of a dealer of 
Patrla SpeciafCircle that.he availed bfiTC of~ 20.82 crore onthepurchase of 
goods valued at ~154.69 crore in his annual return during 2006.,07. Howeveh 
as per the purchase figures shown in .the annual return, the dealer was enti~led 
for ITC of~ 15.26 crore only on the. same purchase of goods valued at 
.~ 154.69 crore. Thus, the dealer claimed excess ITC of~ 5.56 crore. The 
:penalty forthls excess daim works out to ~ 16.70 crore. . . 

.2.U.3 Weobserved ih January 2010from the self assessed return of a dealer 
ofPatliputra circle, for the period 2005-06 to 2007-08, that the dealer who was 
eligible for ITC of~ 3.62 crore ~laimed ITC of~ 6.62 crore which also 

·inCluded the additional.tax paid by him under Section 3AA which was not 
admissible for ITC. Thus, the dealer claimed excess ITC of ~ thfee crore. The 

. penalty for this excess claim works out to ~ nine crore. 

Irregular claim of ITC in all the above cases resulted in excess allowance of 
the ITC ()f~ 137.17 crore including leviable penalty of~ 102.88 crore. 

After we pointed this out, the Government/Department accepted the audit 
observation of Patliputra Circle and raised demand of ~ 12 crore. Further, ill 
January 2011, the AA Patlla Special circle stated that hearing in these cases 

· has not been completed yet. We await the report on recovery in the accepted 
cases and further development in the remaining· cases (December 201 0). 
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Seveilll.6 Commerciarr Taxes Circles 

VVe observed 
bebNeen June 2009 
and March 2010 that 
11 dealers (five 
assessed and six self 

. assessed) assessed 
their tax at the lower 

rate of fo~ per cent on the sale ofvarious goods valued at ~ 75.76 crore 
instead of the correct rate of 12.5 per cent during 2005-06 to 2007-08. Such 
application of incorrect rate remained undetected by the AAs resulting in short 
levy of tax of ~ 28.51 crore including interest of~ 2.75 crore and leviable 
penaltyof~ 19.32 crore (Ammexure-IUI). 

After we pointed this· out, the Government/DepaJ.1rnent accepted the audit 
observation in 10 cases and raised demands for ~ 10.79 crore. VVe await the 
report on recovery in the accepted cases and reply in respect of the remaining 
case (December 2010). 

Teglhlra Commenial·Taxes Circle 

VVe observed in 
January 2010 from 
the self assessed 
returns that a 
manufacturing dealer 
of calcined petroleum 
coke made interstate 
stock transfer of 
taxable goods valued 
at ~ 72.10 crore 
during the period 

2005-06 to 2007-08. The inputs for these goods were also purchased from 
within the State after paying tax thereon in the State, for which ITC was 
availed of by the dealer. Though the dealer was required to calculate the 
reverse credit and deduct the same from the total amount of ITC, the reverse 
credit of ~ 77.58 lakh was calculated short by the dealer. The AA while 
scrutinising the return failed to detect the omission. The audit observation 
based on self assessment by the dealer revealed excess allowance of ITC of 
~ 3.10 crore including leviable penaltyof~ 2.33 crore. 

After we pointed· this ·out, the Gov~rnment/Department accepted the audit 
observation, but raised a demand of ~ 1.89 crore only, instead of~ 3.10 crore. 
On examination of the reply we noticed that the AA had erred in calculation of 
reverse credit. VVe await further replies (December2010). 

6 Bettiah, Danapur, Patliputra, Patna Central, Patna South, Patna Special and Raxaul. 

22 



Five 7 Commercial Taxes Circles 

Chapter-II: Commercial Taxes 

We observed between 
October 2009 and 
February 2010 from the 
self assessed returns of 
six dealers· (works 
contractors) that they 

· availed of deductions of 
~ 27.73 crore during 
2005-08 on items which 
were not eligible for 
deduction under the 
Act. This . r~sulted in 
short levy of tax of 
~ 1.85 crore calculated 
on the apportioned 
value of materials of 
~ 15.96 crore. 

After we pointed this 
out, the Government/ 

Department accepted the audit observation in respect of three 8 circles and 
raised a demand of ~ 1.02 crore in three cases. We await the~ report on 
:recovery · in. the accepted cases • and replies in the remaining cases 
(December 20 10). 

We observed in 
October 2009 from 
the self assessed 
returns that a dealer 
having gross 
turnover (GTO) of 
·~ 19.54 crore and 
taxable turnover of 
~.12.97 crore during 
2006,..07, declared 
his tax liability as 

. ~ 86.78 lakh only, instead of the com~ct ·amount of tax of ~.110.87 lakh .. This 
incorrect assessment of tax liability remained undetected by the AA resulting 
in short recovery oftax of ~24.09 lakh. Further, the dealer was also liable to 
pay penalty of ~ 72.26 lakh besides .interest of ~ 13 lakh calculated at the rate 
of 1. 5 per cent per month up to March 201 0. The total· impact of the above case 
works. out. to~ 1.09 crore. · 

7 

8 
Begusarai, Forbesgarij, Hajipur, Patliputra and Patna s·outh. 
Hajipur, Patliputra and Patna South. 
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After· we pointed this ·out, the· Government/Department· accepted· thee audit 
observation and raised demand for~. 29.52 lakh." The reply, however, does not 
explain the reason for non-raising of demand for the differential amount of 
~ 79.73 lakh. We await the report on recovery (December 2010). 

JPatrnun West Cm!llllm.erciatl! Taxes Cirrde 

in short levy oftax of~ 84.62 lakh. 

We observed betwe.en 
July and August 2009, 
that a dealer did not 
furnish any declaration 
. to substantiate the claim 
of interstate stock 
transfer of television 
valued at ~ 19.09 crore 

, during 2003-04 and 
2004-05. The AA while 
finalising the 
assessment in April 
2009 rejected the claim 
of the dealer and levied 
tax at the rate of 10 per 
cent instead of the State 
rate of tax of 12 

· per cent, besides 
. additional tax and 

surcharge. This ,Jesulted 

After we pointed this· out,. the Government/Department accepted the audit 
observation and raised demand for ~ 84.62 lakh: We await the report on 
recovery(December 2010). 

\ 
\ 
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Chapter-If: Commercial Taxes 

We observed between 
December · 2009 and 

· · January 2010 from the 
self assessed returns of 
a dealer engaged · in 
construction business 
that he. had closed his 
business after 2006-07 
and applied for the 
cancellation: of his 
registration in May 
. 20.07 stating the stock 
as 'Nil'. But the 
Purrnexure to the 
dealer's TAR for the 
period 2006-07 showed 

· closing stock of goods 
Of~ 1.18 crore as on 31 March 2007, thereby indicating thatthe declaration of 
'Nil' stock iri the application for cancellation of registration was false. But this 
fact was not detected by the AA resulting in non~realisation of tax to the tune 
of~ 12.88 lakh. Further, the dealer was also liable for payment of penalty of 
~· 38.64 lakhalong with· interest of~ 6;96 lakh .resulting in undetected revenue 
dues of~ 58A8 lakh 

. . 

After we pointed this out, the Government/Department accepted the audit 
observation and raised demand of~ 12.88 lakh. We await the report on 
recovery(Dec~mber·.2010). 

Patna Speci~l.Commercial Taxes Citcie 

. 25 

We observed 
between February 
arid March 2010 
from the self 
assessed return of 

.·a dealer that he 
made interstate 
sale of High 
Speed Diesel and 
Light Diesel Oil 
of ~ 15.58 crore 
to · unregistered 
dealers durinK 
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2007-08 on which tax of~ 3.12 crore at therate of 20 per cent was admitted 
by the dealer. But surcharge of~ 31.15 lakh, at the rate of 10 per cent on the 
tax, though leviable, was not levied. · · 

The matter was reported to the Government/Department in May 2010; we are 
yet to receive their reply (December 2010). 

We observed in 
October 2009 from 
the self assessed 
returns of a 
manufacturer that 
during 2007-08 he 
paid entry tax of 
~ 1. 77 crore on the 
import of scheduled 
goods valued at 
~ 40.68 crore and 
claimed an entry tax 
adjustment of 
~ 1. 71 crore towards 
his VAT liability .. We 
further observed that 
this adjustment 
included goods worth 

~ 9.83 crore that were not sold, butinstead the dealer had made interstate stock 
transfer of goods for which no entry tax adjustment against VAT was 
allowable. The entry tax adjustment against VAT had to be proportionately 
reduced by ~· 25.79 lakh but ~ 6.04 lakh only was reduced by the dealer. This 
short deduction resulted in excess entry tax adjustment against VAT payable 
to the tune of~ 19.7 5 lakh which remained undetected by the AA. 

After we pointed this out to the Government and to. the AA concerned, the AA 
stated that for the previous assessment year of the ~same dealer, the appellate 
authority had quashed the demand on the ground that the assessment was not 
made under section 33 of BVAT Act and cited a judgement of Hon'ble Patna 
High Court. The reply is not as per rule because the AA had the opportunity of 
assessment under section 33 in the present case and the aforesaid judgement 
pertaining to the year 2003 related to a trading concern in Bihar and not to a 
manufacturer and was also decided before the insertion of the· proviso for 
manufacturers. We await further reply in this regard '(December 201 0). 
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· Forbesganj and HajipurCommercial Taxes Cirde_s 

We observed between 
September 2009 and 
February 2010 from the 
self-assessed returns of four 
dealers that they were not 
falling under the criteria of 
either . small or medium 
industries as per the 
prescribed paranieters9 of · 
investment in plant and 

·-machinery during- 2006-07 
and 2007-08, but they 
availed of the benefit of 
concessional rate of tax at 

._ ·.the rate of one per cent on 
the interstate sales of~- 4.21 crore, which-remained undetected by the AAs . 

. This incorrect allowance of concessional rate of tax resulted in short levy of -
tax of~ 9.04 lakh. 

After we pointed this out, the Government/Department accepted the audit 
observation in respect ofHajipur cirde and raised· demand for.~. 3.59 lakh in 
two cases. We await the report on recovery in accepted cases a11d replies in the 
remaining cases (December 2010). 

. ' . : . 

. Microenterprises : investment in plant and machinery not exceeding~ 25 lakh. 

/ 

( 

Small enterprises : more than~ 25lakh but not more than~ five crore. 
Medium : more than~ five crore but not more than~ 1_0 crore. 
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Five10 Orm1merdal Tax~s Ci.rdes 

We cross checked the 
utilisation of road 
permits, declaration 
forms, purchase 
statements, trading 
and manufacturing 
accounts etc. with the 
returns . filed by five 
dealers (self assessed) 
and observed between 
11ay 2009 and 
January 2010 that the 
dealers suppressed 
import/purchase of 
scheduled goods of 
~ 238.39 crore during 
2006-07 and 2007-08. 
The AAs either did 
not scrutm1se the 

returns or in scrutiny failed to detect the suppression which resulted in short 
levy of entry tax of~ 56.58 crore including leviable penalty and interest till the 
date of audit as mentioned below: . 

10 Bhagalpur, Danapur, Gaya, Muzaffarpur West and Patliputra. 
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Patlinutra 2006-07 Telecom goods 5 I 997.44 I 5, 167.36 606.70 33 months 2,727.09 

I 4 36,830.08 I ,820.08 300.3 1 

Total 61,252.17 23,839.12 l ,J02.98 446.50 5,658.43 

Sl. ~arne of circle 
~o. ~o. of dealer 

Bhagalnur 

3 

2 Hajinur 
2 

37,413.05 3,908.95 

After we pointed this out, the Government/Department accepted the audit 
observations in July 2010 and raised demand for ~ 31.23 crore in four cases of 
four 11 circles. We await the report on recovery in the accepted cases and the 
reply in respect of Danapur circle (December 201 0). 

2.22 Application of incorrect rate of tax 

Four12 Commercial Taxes Circles 

Under the provision of the BTEG Act, 1993, 
there shall be levied and collected a tax on entry 
of scheduled goods into a local area at such rate 
not exceeding 20 per cent of the import value of 
such goods as may be specified by the State 
Government in a notification published in the 
Official Gazette subject to such conditions as 
may be prescribed, provided different rates for 
different scheduled goods and different local 
areas may be specified by the State Govemment. 
Further, interest at the rate of 1.5 per cent per 
month IS also leviable on the amount 
underassessed. 

We observed between 
May and December 
2009 that nine dealers 
(self assessed) 
imported scheduled 
goods of ~15 .6 1 crore 

during 2006-07 and 
2007-08 and admitted 
entry tax at rates 
lower than the 
prescribed rates. The 
AAs either did not 
scrutinise the returns 
filed by the dealers or 
in respect of certain 
scrutinised returns, 

levied enlly tax at incorrect rates. This resulted in short levy of enlly tax of 
~ 1.23 crore including interest of ~24.26 lakh as mentioned below: 

I I 

12 

~arne of 
commodity 

Tobacco 

Tobacco 
product 

Electrical 
goods 

Year Import 
\'alue 

2006-07 203 .97 

and 

2007-08 

2007-08 370.49 

2007-08 268.19 

Rate of Amount 
tax short 

Le\'iable le,ied 

Le,·ied 

(in per 
cent) 

.8 6.12 

5 

.!.§ 40.75 
5 

.8 10.73 

4 

Bhaga1pur, Gaya, Muzaffarpur West and Pat1iputra . 
Bbagalpur, Hajipur, Muzaffarpur West and Patliputra . 

29 

Period of Total 
interest 

Amount of 
interest at the 
rare of 1.5 per 

cent per month 
----- -~-

13 to 25 months 7.52 

J .40 

17 month~ 51.14 
10.39 

17 mQnths 13.47 

2.74 
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After we pointed this out, the Government/Department accepted the audit 
observations betweenSeptember and November 2010 and raised demand of 
~ 1.21 crore in eight cases relating to all the four circles. The Government/ 
Department also reported recovery of ~ 4.49 lakh in one case of Bhagalpur 
circle. Further, in another . case of Bhagalpur circle, the 
Government/Department replied (October 2010) that before coming into force 
of the notification no. 38 ·dated 1 April 2008, there was no rate of entry tax 
notified for scheduled goods during. the pe. riod from 6 November 200 1 to 

. . 

31 March 2008~ Hence, the rate specified for tobaceo (i,e., fiveper cent) was 
applicable in terms of S.0.-92 dated 25 July 2001: The reply is not correct 
because as per Gazette notification dated 15 April 2008 (Amendment and 
ValidationAct, 2008), the Government validated ali the previQ.US notifications. 
As such the rate of entry tax on tobacco at eight per ceiit was applicable 
dllring the year 2007-08 as per S.Q . ..: 159 dated 22 August 2003 and thus the . 
dealer was liable to pay the entry tax at the rate of eight per cent. We await a 
report on recovery in the accepted cases and further. developments in the other 
case (December 201 0): · ·· · 
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CHAPTER-III: STATE EXCISE 

3.1 Trend ofrccci ts 

The variation between budget estimates and actua l receipts from State excise 
during the period 2005-06 to 2009- 1 0 along with the total tax receipts during 
the same period is mentioned below: 

Year 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

RudJ!l'l 
l'Slilll:tll'S 

:\ctual 
n·cl'ipts 

335.00 3 I 8.59 

400.00 381.93 

500.00 525.42 

537.69 679. 14 

850.00 1,08 1.68 

\ ·ariation 
excess(+)/ 
shortfall(-) 

(-) 16.41 

(-) 18.07 

25.42 

141.45 

23 1.68 

PercenlaJ!e 
of 

'ariation 

4.90 

4.52 

5.08 

26.31 

27.26 

Total tax 
receipts 
of the 
Stall' 

3,561.10 

4,033.08 

5,085.53 

6.172.74 

8,089.67 

I • 

PercenlaJ!e of 
actual 

receipts 'is-a­
' is total Ia\ 

recl'ipts 

8.95 

9.47 

10.33 

11.00 

13.37 

The above table indicates that the percentage of receipts from State excise 
when compared with the total receipts of the State increased consistently 
during the period. 

The trend of receipts vis-a-vis the estimated receipts of State excise and total 
tax receipts is given in the graph below: 

Trend of Receipts 

10000 
~ ... 

8000 0 

~ ... 
u 
c 6000 --Ill ________..-
~ 4000 
~ ..... 
Q. 
:I 2000 It: .. - -0 

2005-06 2006-07 2007-08 2008-09 2009-10 

Year 

~Total Tax Receipts ~Actua l Receipts ............_ Budget Estimates 

Further, the chart below depicts the contribution of State excise receipts to the 
total tax receipts(~ 8,089.67 crore) ofthe State during 2009-10: 
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Position of State Excise receipt in the total tax receipts during the year 
2009-10 (~ in crore) 

• Other Tax Receipts 0 State Excise Receipts 

3.2 Cost of collection 

The gross collection ofState excise receipts, expenditure incurred on co llection 
and the percentage of such expenditure to gross co llection during the years 
2007-08 to 2009- 10 along with the relevant all India average percentage of 
expenditure on collection to gross collections for the relevant previous years 
are mentioned below: 

(~ in crore) 

Ye~•r Gross collection Expenditure on Percentage of All India anrage 
collection expenditure to percentage for the 

gross collection previous year 

2007-08 525.42 22. 14 4.2 1 3.30 

2008-09 679.14 24.1 5 3.56 3.27 

2009- 10 1.08 1.68 44.02 4.07 3.66 

The above table indicates that the percentage of expenditure on collection was 
higher than the all India average percentage for the preceding year. 

The Government needs to take appropriate measures to bring down the 
cost of collection and keep it below the all India average. 

3.3 Im act of audit 

Revenue im act 

During the period from 2004-05 to 2008-09, we have pointed out through our 
inspection reports, non/short levy, underassessment/loss of revenue etc., with 
revenue implication of ~ 734.16 crore in 6507 cases. Of these, the Department/ 
Government had accepted audit observations in 394 cases involving 
~ 90.07 crore and had since recovered ~57 lakh. The details are shown in the 
following table: 
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This low recovery of ~.57 hikh (0.63 per cent} against the accepted cases 
involving ~- 90.07 crore indicates lack of promptness on the. part of the 
Government/Department in realising the Government dues. . . 

We recommend! 1l:lllat tllne Governmellll1l: talke apJ!lllroprliate steps to Jrecover 
.· t~e alffillOURJmt nnvo!ved, atleas1l: ftllll accepted cases. 

There is an internal audit wing called Finance (Audit) which works under the 
Finance Department and intemaJ audit of the different offices of the 
Government is conducted on the oasis of requisitions received from the 

' . I ' 

administrative Department. 

An audit team of Finance (Audit) comprises of three members, one being the 
head of the team. In consideration of the quantum of requisitions· for audit, 
personnel for audit teams are drawn from headquarters/divisional offices. The 
Department did not furnish further information to .us regarding the number of 
offices due for audit, audit conducted, number of observations issued and · 
amount involved in the cases. 1 

I 
·. I 

During 2009-J:o our test check of the records of 39 units relating to State 
·excise revenue revealed underassessment of tax and other irregularities 
involvillg ~ 451.60 crore in 175 cases which· fall under the following 
categories: 
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. ) .· . 

During the course of the year, the Department accepted underassessment and 
other deficiencies of~305.42 crore in 152 cases~ ofwhich 140 cases involving 
~ 300.21 crore were pointed out during 2009-10 and the rest in earlier years. 

Audit findings of the review . on 'Levy and collection of State excise 
.revenue' with financial impact of ~ 105.68 crore are mentioned in the 
following paragraphs. 

( 

./ 

\ 

/ 
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. ,·; ., _ .. · .· ·. . 

· Due to non/delayed settlement of exCise shops coupled with non-operation of 
shops by the. Department/through BSBCL; the Government sustained a loss of 
~ 134.29 crore in the shape oflicencefee. . . 

(Paragraplln 3.6.9.1 al!ldl 3.6.9.2) 

Due to absence of a mechanism·· of.periodic ·review .-of shop.:.wise lifting of 
Hquofo against ~llotted MGQ, sh?rt lifting ?f liquor by the _licensees remained 
unnoticed leadmg to a loss of Government (evenue of~ 94.61 crore. · 

1 (Paragrajpill13.6.1~) 
/ 

Due to delayed instituti6n of certificate proceedings for recovery of arrears, 
there was loss. of revenue of ~ 3.14 crOfy in the shape of interest. 

(Paragiraplln 3.6.12.2) 

. The interrtal audit was weak as evidenced by the -low quantum of departmental 
inspections, non.:.mainten~nce of registers and lack of internal audit. 

(Paragraplln 3.6.13) 

I 

· Entry 8 of list H of the. Seventh Schedule of the Constitution of India 
empowers the State Government to levy and collect excise revenue. In Bihar, 

· the production of potable liquor is primarily derived from molasses, which is a 
·by-product of sugar factories producing sugar from sugarcane. The control of 
distribution, supply, storage and price of molasses produced by the factories in. 
the State is regulated by the Bihar ~olasses (Contrpl) Act, 1947 and Rules 
. framed thereunder; while the levy and collection of excise revenue is governed 

. by the Bijiar Excise (BE) Act, 1915 and Rules made thereunder~-

State excise revenue is one of the most important sources of tax revenue, 
which constituted 11.08 per cent of the .total revenue raised py the State 
Government during 2009-10. This in.cludes revenue derived or derivable from 
any duty, fee, tax; payment (other than a fine imposed by a Criminal Court) or 
.confiscation. imposed or· ordered under the BE Act or any other. law for the 
time being in force relating to liquor or intoxicating drugs. 

. 1,The assessment, levy and collection. of excise revenue is administered by the · 

!
Secretary, .Department_ .of Registration, . Excise and Prohibition at the 
Government,level and bythe Collll11issioner of Excise (CE).at the apex level 

_ of the. Departinent of Excise and Prohibition. The CE is also the ex-officio 
· · Controller of Molasses forthe administratio:!f and execution ofBihar Molasses 

Control Act and Rules. The CE is assisted by one Joint Commissioner of 
Excise ( JCE), one Deputy Commissioner of Excise (DCE) and one Assistant 
Cmnmissioner of Excise (ACE) atth.e-headquartersJevel. Further, there is one 
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DCE at each of the four1 divisional headquarters. At· the district level, the 
Collector of the district is incharg·e of the excise admini~tration, assisted by an 
ACE or by a Superintendent of Excise (SE). 

For supply ofall types of liquor to retailers of excise shops in the State, Bihar 
State Beverage Corporation Limited (BSBCL) headed by a Managing Director 

, was formed in October 2006, to function as an exclusive wholesale depot. 

We conducted thereview to ascertain whether: 

the provisions of the BE Act and Rules made thereunder and 
Departmental instructions were adequate and appropriate to safeguard 
the interest of Government revenue and . were being implemented 
effectively; 

" the excise revenue was properly assessed,· collected in time and 
deposited immediately on realisation into the proper head of 
Government account; and 

0 a system of internal control mechanism appropriate to the nature and 
volume of functions . existed within the Department and was 
functioning effectively. 

For the purpose· of the review, we test checked the records of the 
Commissioner of Excise-cum Controller of Molasses, in 13 2 out of 38 District 

.Excise Offices and one 3 out of three distilleries for the period from 2004-05 to 
2008-09 during November 2009 to May 2010. 

The selection of 11 district excise offices was based on statistical sampling 
through population .·proportionate sampling with replacement and simple 
random sampling with replacement niethod. Two 4 district excise offices were 
selected oh the basis of high unsettled shops and one distillery was selected on 
the basis of highest reve~ue collection. 

We referred to the following Acts and Rules in course of the review: 

1. The Bihar Excise. Act, 1915 
2. The Bihar Excise (Settlement of Licences for Retail s,ale of Country/ 

Spiced Country Liquor) Ru1es,,2004 
3. The Bihar Excise (Settlement of Licenc.es for Retail sale of 

Country/Spiced Country Liquor, Foreign Liquor, Beer and Composite 
Liquor Shop) Rules, 2007 

4. The Bihar Financial Rules, Volume- I 

2 

4 

Bhagalpur-cum-Munger, Darbhanga-cum-Kosi-cum-Purnea, Patna-cum-Magadh and 
Tirhut-cum-Saran. 
Aurangabad, Bhagalpur, Bhojpur, Darbhanga, East Champaran, Gaya, Gopalganj, 
Ivfuzaffarpur, Nalanda, Patna, Saran, Siwan and West Champaran. 
United Sprit Limited; Hathidah. 
Gopalganj and Saran. 
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5. The Bihar Treasury Code, Volume-! 

· 6. _ The Bihar Budget_Manual 

7. The Bihar and Orissa Public Demands Recovery Act, 1914 

. We acknovvledge the cooperation of the Departrp.~nt of Ex cis~ and Prohibition 
_ in providing necessary_ information and-records to. audit. An entry conference 

was held in February 2010 to explaillthe objectives of the review, the audit 
criteria and to elicit areas of Departmental concern, if -any; The entry 
conference -was_ attended by _ the Secreta!y. to the Government, the 
Commissioner of Excise and . the Managing Director of the BSBCL. The 
fmdings of the review were forwarded to the Government in June 2010 for 
their response. An exit conference was held in. September 2010 with the 
Secretary · to the · Government, · in which the :results·· of audit and 
recommendations-were discussed. The Managing Director of the BSBCL also 
·participated in the exit conference. The replies of the Gove~ent have been 
appropriately included under the respective paragraphs. 

-- ·. . '' ' . . . 1.. . ' 

·· 3.6.7.1 Budget formulation 
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The revenue target should 
be fixed in such a way 
that it should constitute a 

--valid benchmark for 
monitoring and for 
assessing performance. 

A comparison of the 
estimates· proposed by the 
Department, -BEs and 
targets fixed by _ the 
Finance Department · as 
well as revenue colle_ction 
appearing in the Finance 
Accounts for the ·year 
2004-05 to 2008-09 are 
as mentioned m the 

· following table : 
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@ We observed that ~he ·estimates were not pr<?posed by the Department 
after obtaining the requisite data from the field offices. 

The Government replied that a detailed exercise for preparation of budget 
estimates is undertaken ·by the Department and district excise officials in 
consultation with BSBCL in the month of February and March every year. 
The reply is not correct as the Department · fuinishea the budget proposals to 
the Finance Department in the months of November and December of the 
preceding year which indicated that the budget proposals were framed without 
any field inputs. 

Further, we noticed that the entire bl1dget proc~ss as reflected in the above 
table was done without taking excise revenue arrear into consideration in 
violation of the Bihar Budget Procedure. The Government issued (October 
2010) instructions to the district officers to include revenue arrears in the 
budget estimates. 

® In the year2007,.08, against the BEs of~ 500 crore the target fixed by · 
the Finance Department was ~· 700 crore a11d revenue collection as 
reflected in Finance Accounts was.~ 525 .42 crore. During 2008-09, 
though the estim'lte proposed by the Department was ~ 700 crore, the 
Finance Department fixed the BEs at~ 537.69 crore and the revenue 
collection target at ~ 750 crote. Against: this the actual revenue 
collection as reflected in the Finance Accounts was ~ 679.14 crore. 
The above figures reveal unrealistic budget estimation and fixation of 
target by the Finance Department. After t}lis was pointed out, the 
Fmal.lce Department replied (October 20 10) ,that the budget estimates 
were prepaied on the basis of actual receipts of the· previous years. 
This reply is not · correct because the estimates proposed by the 
Department should have been taken into consideration while preparing 
the budget estimates for the year 2008-09. 
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In 13 · test checked · 
excise districts, we 
noticed that security 
deposit of~ 55.27 crore 
relating to the period 
from 2004-05 to 
2008-09 was credited 
under the revenue 

receipt head "0039.:. State Excise" instead of security deposit head 
'8443 -Civil Deposit' . 

. The matterwas reported to the Government through paragraph 3.7 of Audit 
Report (Revenue Receipts) for the year ended 31 March 2007. The Finance · 
Department issued (May 2008) instructions to the Secretary-cum" 
Commissioner of the Department of Excise and Prohibition to comply with the 
audit observation. The Department of Excise and Prohibition circulated (May 
2008) the instruction of Finance Department to all district excise offices. 
However, we noted that the instructions were not followed by the ACEs/SEs 
of the test che.cked districts. 

Credit of security deposit into the revenue receipts head resulted in inflated 
achievement of the revenue collection· figure. Further, security deposit was 
refunded to the licensees from the expenditure head '2039-State Excise' 
. without allotment~ thereby violating the budgetary control mechanism . 

. The Goveirunent stated (October 201 0) that the irregular practice of refunding 
·. security deposit from th~ expenditure head without allotment was . on · the 
advice of the Finance Department. We do not agree with the reply because the 
security deposit was required to be refunded after obtaining the budget 
aHotment. · 

·· 3.6.7.3 RecmJtdlli.attli[])Jrn IOif revellllue fngmres 

·• 2004-05 to 2008-09 is given below: 

39 

The amount of 
revenue collection 
as furnished by the 

. Department and the 
figures Shown in the 
Finance Accounts 
for the . period 
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Thus; during the period· 2004-09, there was variation· of;~: 83.26 crote in total' 
receipts as appearing in the books ofthe Accountant General (A&E) and those 
furnished by the Department to us. This indicates that timely reconciliation of 
the figures as required under the existing rules was not done. 

The Government replied (October 2010) that areport from all districts has 
been called for and the discrepancy ()f ~ 70.01 crore between the Finance 
Accounts and the Departlnentalr_evenue figure during2008-09 appeared to be 
due to special privileges fee deposited by the BSBCL. The reply, however, 
does not explain the reason for difference of · the balance amount of 
~ 13 .25 crore. 

We observed that in 11 5 test checked excise districts during 2004-05 to 
2008-09, the amount of revenue reported through revenue statements was 
~ 1,214.15 crore as against ~ 1,263.86 crore reflected in the treasury 
schedules. Thus, a sum of~ 49.71 crore was not reconciled. This discrepancy . 
indicates deficient accounting and reporting mechanism. 

We undertook an independent exercise in Siwan excise district for the months 
of July 2008 and March 2009 to fmd out the reasons for difference in the 
revenue figure of Revenue Statements and Treasury Schedules. We observed 
that the revenue statement was prepared on the basis of data available with the 
district excise office before preparation of the treasury schedule. The figure of . 
excise duty mentioned in the revenue statement was derived on the basis of 
consumption of liquor in the district, even though its duty was paid in other 
districts, whereas the district treasury schedule showed excise duty deposited 
through challans in the concerned district only. Further, the amount of excise 
revenue forming part of the closing balance was included .in the revenue figure 
of the revenue statement, though it was not mentioned in the treasury schedule 
as the amount was not deposited in· the same month, We observed that the 
difference was not reconciled by the district excise office. 

The Government should ensure adherence .to the provisions of the Budget 
manual in preparation of the BEs as well as abide lby the conect 
provisions with regard to crediting the amount of the security depositt nnto 
the proper head of account and its refund. from the reievant head andl not 
from the expemlliiture head The Government may also take effective steps 
for ensuring timely reconcili~tion of the Departmental nvenue fi.gunres 

· witl!n those of the Finance Accounts. 

\ 

The Bihar Excise (Settlement of Licences for Retail sale of Country/Spiced 
Country Liquor) Rules, 2004 (Bihar Excise Rules 2004) was replaced with the 
Bihar Excise (Settlement of Licences for RetaiL sale of Country/Spiced 
Country Liquor, Foreign Liquor, Beer and Composite LiquorShop) Rules, 
2007 (Bihar Excise Rules 2007) in July 2007. Hence, our audit comments are 
based on the provisions of the relevant Rules as existing during the period of 
review. 

5 
Aurangabad, Bhagalpur, Bhojpur, East Champaran, Gaya, Gopalganj, Muzaffarpur, 
Nalanda, Patna, Saran and Siwan. 
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In our review of "Levy and Collection of State Excise Revenue" we found a 
number of deficiencies as disc.ussed in the following paragraphs. 

. . 

Upto June for .retail vend of excise shops were settled 
aimually by auction. With effect from July 2007, the settlement of 
licences for retail. excise sl:wps was to be made through.lottery system. 

; . . 

The position of sanctioned excise shops and their settlement during 2004-05 to 
2008-09 in the State was' as under: · · 

(Source: Administrative Report of the Departmen't of Registration, Excise and Prohibition for 
th'eyear 2009~10) · · 

We observed theJollo~ing: 

19 · After introduction of the Bihar :Excise Rules; 2007 ,the percentage of 
· unsettled shops jumped from 5.8 per cent in 2006-07 to 44.2 per cent 

in 2007-08 and 30.25 per cent in 2008-09. It may also be seen from the . 
abqve table that while the number of sanCtioned excise shops increased 
by 2,748 in 2007~08 over 2006-07, the number of settled excise shops 
increased by 213 . only, leaving 2,73 6 number of shops unsettled. 

The Governmentattributed(October2010) this to n1mours spread by the old 
monopoly cartels among the bidders of the shops; regarding . discontinuance of 
the new excise policy, resulting in disappointing settlement. However; the 
percentage of unsettled shops. reduced to 19 per cent. in 2009-10 and to. about 
:five per cent:in2010-l L .. 

. ' . •' -

Settlement of maxii:num retail excise shops is a pre-requisite for the 
control of illicit trade ill liql1or and for optimum reaJisation of State 
excise revenue. The Department instructed (Febrmiry 2008) the field 
offices to settle excise shops in groups .for settlement of maximum 

·number of shops .. High reven~e potential shops were required to be. 
clubbed with low revenue potential shops while forming groups. 

We observed in three6 district excise offices that during 2008-09, 47 out of 
.. 266 groups were. formed by clubbing unsettled shops of 2007-08. Those 

· ··groups were formed by·dubbffig.only lowpotentiaLshops·instead of clubbing . 
the low revenue potential shops with the high revenue potential shops, thus 
defeating the very purpose of allotting shops in groups and .maximising the . 
~·evenue poteiitial. Consequently, such groups remained unsettled in 2008-09. 
The circuinstances under .which such groups were foqned were not on record. 

6 Bhagalpur, Saran and West Champaran. 
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The Government replied (October 2010) that clubbing is a complicated 
exercise -and sometimes clubbing a high potential shop with _ other low 
potential shops may be counterproductive as this may prevent the settlement 
of even the hrgh potential shops. We do not agree with the reply because 
formation of groups was required to be done in accordance with the 
departmental instruction of February 2008. ' 

The Government may take effective measures for maximum settlement of 
excise shops in order to ensure supply of liquor through authorised shops 
and to check megal trade of liquor. 

-rilmmml 
3.6.9.1 The Bihar Excise Rules, 2004 did not have any provision regarding 
operation of unsettled shops. As per the departmental instruction issued in 

·April 2005, in case of excise shops remaining unsettled, the supply of CS and 
SCS in the areas concerned of 107 districts were to be operated by the 
Department through its own management, so that the consumers of liquor may 
not fall into the trap ofillegal suppliers of liquor. No suchinstructions were 
issued for the remaining districts and unsettled IMFL shops in all districts. 

"' In four 8 excise districts we noticed that 49 CS, 26 SCS and nine IMFL 
shops put to auction, remained unsettled in the absence of interested 
bidders during 2004-05 to 2007-08 (April to June 2007). 

e Further, we noticed that in 109 excise districts, 305 CS, 210 SCS and 138 
IMFL shops were settled after delays ranging from four to 326 days. 

These CS and SCS shops were also not operated departmentally during the 
period of non-settlement, except in four 10 districts. Thus, due to non/delayed 
settlement of shops, the Government lost revenue of~ 11.33 crore (due to 
non-settlement:~ 1.52 crore and delayed settlement: ~ 10.72 crore after 
adjusting revenue of~ 90.72 lakh collected through departmental operation of 
shops in four excise districts) worked out on the basis of reserve fee of 
unsettled shops. 

The Government stated (October 2010) that there. was no statutory provision 
for the operation of unsettled shops by the Department. The fact remains that 
the Department did not take action in accordance with its own instructions of 
April2005. 

3.6.9.2 As per the Bihar Excise Rules 2007 issued vide notification of June 
2007, if any retail shop is not settled through lottery, the BSBCL with the 
approval of the CE will establish and run such shops. 

7 

9 

10 

We observed in 13 selected excise districts that 310 CS, 257 IMFL and 
495 composite liquor shops remained unsettled during 2007-08 (July 2007 
to March 2008) and 2008-09, due to non~availability of willing applicants. 

Arwal, Aurangabad, Bhojpur, Gaya, Jehanabad, Nawada, Purnea, Rohtas, Saran and 
West Champaran. 
Aurangabad, Darbhanga, Saran and West Champaran. · 
Bhagalpur, Bhojpur, Darbhanga, EastChamparan, Gaya, Muzaffarpur, Patna, Saran, 
Siwan and West Champaran. · 
Aurangabad, Bhojpur, Gaya and West Champaran~ 
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® Furtli~r, We noticed that d{mfig 2Q07~bk (July. 2007 to March 2008) and 
2008~09, 116 CS, 83 IMFLand l45 composite shops ~re settled after 
expiry oftiine rangingbetweenfour to 309days.. . 

-'. . - . . 

.The excise. shops -which .were- settled after-dela~.:as well as the shops which 
_remained- tinsettled were r~quired ·t,o be operatyd thtoughBSBCL. But ·the 

~ · B SBCL expressed (December • 2007) _its inability .. to . operate unsettled shops -
· • due to)ack- of resources~ Thus, the--· Government was deprived of revenue of 
·~ 122.96 crore (due to noll-settlement:~ 113.32 croreand delayed settlement: 
-~- 9.64 crore) work~d out on the basis of-ljcence fee of unsettled shops. 

· The Government stated(October 20iO)that theBSBCL expre~sed its inability­
'to tun the unsettled shops.'Tlie fact however remains-that the Government did 
not evolve" any alternative mechanism to nin the un~etded excise shops even 

--after refusql ofthe BSBCLto operate such shops duril1g2007~08 and 2008-09. --
Conseqmmily, the notifi~ation issued in June 2007remain~d)neffective. · 

3.6~9.3 In six11 districts, 
we observed that licenses 

. for 42 .ps,- 30 scs, 28 
IMFL and 22 Composite 
Liquor Shops settled for 

- the exciSe year 2006-07' 
2007-:08 -·'(July 2007 to _ 

_ March 2008) and 2008~09 
-_·were cancelled between 

August · 2006 and 
February 2009 due 'to 

. non-payment of licence 
.fees. These shops were 

.. neither resettled -- nor 
._ operated ·• through the 

, . -· ·- -·. Deparfinent/BSBCL after -. _ 
·. ~ . ·-- · • • .. . . . c;ancellation, _ which ____ --

,resulted_ in loss of revenue of-~- 10,72 cr,ore including penalty of~ 4.53 cr<?re. · 
The district excise officers did not. illitiate any aetion against the defaulting 

. licensees to recover the 'loss of revenue to- Government as per the pro-yisions of · 
the Act 

.• · .. The Govel'lllllent direct~4 (October 2010) filing of cases forrecovery iri aU·. 
· cases of default. · · · 

The Government may .consiiden- evolving · a me'chanism to operate the 
unsettled 'retaillliquor sh@ps to m~nimise the risk of supply of illicit liquor 

· and to maintain the yiend of revEm.,uie. . · · 

• 11 Bhojpu~·, Darbhanga, East Ch~mp~an, Patna, Saran and Siwan. 
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J.o.IO Lifting uf liquor h~ rl'taillin·nsl'l'S 

As per the provisions of the Bihar Excise Rules, 
1004 and the Bihar Excise Rules, 2007 as well as 
the conditions of sale notification, the annual 
Minimum Guaranteed Quantity (MGQ) of liquor 
for the whole excise year shall be divided in 
twelve equal installments and the licensee shall 
have to lift one part thereof every month. Further, 
the BE (Amendment) Act (effective from January 
2007) provides that in case of a breach of any of 
the conditions of the licence which cause loss of 
revenue to the Government, in addition to the total 
amount of the revenue involved, an equal amount 
shall be imposed as penalty. 

The MGQ of liquor of 
a district as 
determined by the CE 
is di stributed among 
the excise shops of 
that district by the 
Licensing Authority. 
The licence fee of 
each excise shop is 
fixed on the bas is of 
annual MGQ of that 
shop. 

The Government 
resolution 
(June 2007) provides 
for exact 

determination of MGQ of liquor on the basis of population. However, no 
detailed gu idelines for fixing MGQ as envisaged in the resolution were issued 
by the Department. Though the MGQ of the excise shops was proposed by the 
district excise offices, the basis of determination of MGQ of excise shops was 
not found in the records of the district excise offices. 

J.6.10.1 Cuuntr~ Spirit and Sph~l·d Cnuntr~ Spirit 

As per notification issued by the Board 
of Revenue in November 2004 (effective 
from January 2005) under the provisions 
of the Bihar Excise Rules 2004, the rate 
of issuance fee of CS and SCS for retail 
vends was fixed at ~ 2.50 per LPL up to 

the fixed MGQ . 

During test check of records 
of 11 12 districts we noticed 
that the retail licensees of 
excise shops did not lift the 
allotted MGQ of CS and SCS 
during 2005-06 to 2007-08 
(April to June 2007) resulting 
in loss of revenue of 
~ 2.93 crore including penalty 

of ~ 17.3 7 lakh for the period 
following table: 

April 2007 to June 2007 as detailed in the 

12 Aurangabad, Bhagalpur, Bhojpur, East Champaran, Gaya, Gopalganj, Muzaffarpur, 
Patna, Saran, Siwan and West Champaran. 
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J.ll.l I Li l'l'lll'l' fl'l' 

Under the Bihar Financial Rules, it is the duty 
of the controlling officer to ensure that the 
Government dues are correctly and promptly 
assessed, collected and remitted into the 
treasury. 
TI1e Bihar Excise Rules. 2007 and the 
conditions of sale notification provides that 
after the acceptance of settlement by the 
licensing authmity, one twelfth portion of 
annual licence fee shall be paid by the settlee as 
advance licence fee, which will be adjusted in 
the last month of the excise year. 

The monthly installment of licence fee 
specified in the licence and determined by the 
Government shall be deposited by the licensee 
in the Government treasury of the di trict by 
the first day of the month, which in any event 
must be deposited by 201

h of the month and if 
the day is a holiday, on the next working day, 
failing which the licence shall be cancelled and 
all deposited security amount shall be forfeited 
and the shop shall be settled to the next bidder. 

The BE Act/Rules 
did not provide for 
imposition of 
interest on delay m 
the payment of 
licence fee. 

3.6.11.1 During 
scrutiny of records 
of ACE, Bhojpur we 
observed that during 
2007-08 (1 July 
2007 to 31 March 
2008) seven-
licensees did not 
deposit advance 
licencF fee 
amounting to 
~ 7.51 lakh after the 
settlement of shops. 
Issue of licence 
without deposit of 
advance licence fee 
was irregular. No 
action for 
cancellation of 

licences, forfeiture of security deposits or rea lisation of arrears was taken by 
the ACE against the defaulting licensees. This dereliction of duty on the part 
of the ACE deprived the Government of excise revenue. 

The Government assured (October 201 0) that suitable action would be taken 
after examination of the matter. 

3.6.11.2 The BE Act provides for maintaining a register of non-payment, late 
payment etc oflicence fees in excise form no. 132. 

• We observed that none of the test checked district excise offices 
maintained this register to watch the delay in payment of licence fee. We 
further noticed that during 2008-09, 244 licensees in 1 0 15 districts 
deposited monthly licence fee amounting to ~ 6. 18 crore after delays 
ranging between three to 140 days after the grace period of 20 days. No 
action was taken against the defaulting licensees. 

• We observed from the records ofthe ACE, Bhojpur that 13 licensees did 
not deposit the licence fee amounting to ~ 27.47 lakh during 2007-08 
(1 July 2007 to 31 March 2008). In five cases, licences were cancelled at 
the end of the excise year, in six cases licences were cancelled after three 
to four months of default and in two cases, no action was taken as per the 
conditions of the sa le notification. Non-adherence to the Departmental 

IS Aurangabad, Bhagalpur, Bhojpur, Darbhanga, East Champaran, Gopalganj , 
Muzaffarpur, Patna, Saran and West Champaran. 
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niles by the field officers resulted in accrual of arrears indicating lack of 
control over compliance 'issues. . . . .. 

. . 

The Gov~rnnient stated (October 20'10) th~t a report from alldistrict excise. ·· 
offices has b~eil asked for and if necessary,. (lCtion ·against erring officers 
would be taken. 

3.6.12.1 The BE Act 
does not specify the 
period after which 
revenue recovery 
proceedings is to be 
initiated .. 

We observed that out 
of . the total - .· 
outstanding · revenue 
arrears of 
~ 30.41 crore16 as on 
31 March 2009 (as 
furnished by the· 
Department), a sum. 
of ~ 24.89 crore only · 
was covered under 
certificate proceedings. 

We observed in .13 
selected exciSe 
·districts · that total 

outstanding . . arrear 
demand relating to the period 1970-71 to 2008~09 was~ 11.22 crore, against 
which certificate cases for recovery were initiated for~ 5.91 crore only. No 
action has been initiated for filing certificate cases for the remaining cases. 

. . 

The consolidated· figure ·. showing age wise/year wise outst~nding . arrear. · 
revenue was not available with the Department. We observed that in the nine 
test checked district excise offices most of the arrears were outstanding for . · 
long periods of time as detailed in the following table: 

16 Except ~he arrear ofBanka, Kaimur; Lakhisarai and Munger. 
. . '· 
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Though the PDR Act has placed joint responsibility on RO and CO for 
revenue recovery proceedings and speedy disposal of certificate cases, we 

. observed that the concerned ACEs/SEs did not take effective measures for 
disposal of certificate cases. Non-realisation of arrears caused blocking of 
Government revenue. . · · · . 

The Government replied (October 2010) that the report from all district excise 
offices has been called for and if necessary, action against erring officers 
would be taken. 

3.6.12.2 Loss o:lf Jillllterest 11hne to dlelay lill1l fnnling certificate case 

We observed that in 
1217 excise districts, 
arrear demands of 
~ 4.12 crore relating 
to the period 197 6-77 

· to 2004-05 were 
outstanding. Against 
this, the Department 
instituted certificate 

cases after delays ranging from one to 23 years. Thus, due to delayed 
institution of certificate . proceedings, there was a loss of revenue of 
~ 3 .14 crore in the shape of interest. 

Tllue Departmellllt may coJrnSJidler prescribing time. !limits fo:r lillllstlitutJing 
certftfncate cases :!for tlimelly irecovery o:lf revemlle mrirearn. 

17 
Auranga~.ad, Bh.1.1galpur, Bhojpur, Darbhanga, East Champaran, Gaya, Muzaffarpur, 
Nalanda, Patna, Saran, Siwan and West Champaran. 
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Chapter~III: State Excise 

The audit wing of the 
Finance. Department 
works aS the mtemal · 
auditor . for an 
Departments of the 
State Government 

. . . ·including the 
Department of Excise and Prohibition. The internal audit of departments was 
being conducted on the basis of requisitions received from the Administrative 
Department for its subordinate offices. We, however, noticed that internal 
audit of the test checked offices was:never conducted during the. period 2004-
05 to 2008-09. This indicated that the Departnient had no means of 
ascertaining the areas of malfunctioning in the system and thus could not take 
timely and appropriate remedial act~on; 

. The Government stated (October 20fO)that the Finance Department would be 
· requested to take up internal audit of the Department's records and accounts. 

The Gove:rmumemut mmy ensure that interJmmll mlll!dlit I[J)f tllne Depmrtm.enlt is 
cmnned ouf mt regullimr intervmlls SO" tlllmt tllne ftnegullmrftties/I[J)mftssftlil>mis mre 
cletectel[][ tftm.elly mncl rectified, 

. . 

As per the provisions of. the BE Act; the Deputy. Commissioner of Excise 
(DCE) is required to inspect all excise offices once in a year and the ACE/SE 
is required to .. inspect his office twice .in a )rear: 

The foHowin:g is the status of inspections conducted in 13 test checked district 
excise offices during the period 2004~05 to 2008-09: 

From the· above table it may be seen that the DCEs conducted only five per 
(;ent and ACEs/SEs conducted four per ·cent of the required inspections in the 
test checked districts. 

H . was further seen that the selected district excise . offices had no data to 
indicate thaf sufficient ihspectlon/nl.ids · had · been conducted by .· the excise 
officials to check the supply of illicit liquor in the areas that were not covered 
by any licensed shops. · 

Thus the internal control mechanism ,remained weak due to negligible number 
of inspections. As a result, the higher authorities w:ere deprived of information 
aboutthe functioning of the subordinate officers. · 

The Government assured (October 2010) to conductthe required inspections. 
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3.6.13.3 Maintenance of registers 

The BE Act provides for maintenance of forms and registers to ensure 
effective control over the timely realisation of excise revenue. 

Our scrutiny of records of the test checked districts revealed that the following 
important registers were not being maintained as per the provisions of the Act: 

• Challan Register (Excise Form No. 106) 

With a view to ensuring uniformity in maintaining an abstract of all the 
Challan Registers in the District Excise Office, one separate volume in Excise 
Form No. 106 was required to be maintained in the 'Abstract Challan 
Register' . 

We noticed that this Abstract Cballan Register was not being maintained in 
eight 18 excise districts during the period 2004-05 to 2008-09 and in Bhagalpur 
during 2008-09. Further, it was not authenticated by the ACE/SE during 
2004-05 to 2008-09 in Gaya and Bbagalpur. Non-maintenance of the Abstract 
Challan Register made it difficult for the departmental officers to determine 
the actual revenue remitted into the treasury. 

• Register of misconduct of excise vendors (Excise Form No 73) 

The orders inflicting punishment on excise vendors for malpractices should be 
noted in the register. 

We observed that this register was not being maintained in Aurangabad for the 
period 2004-05 to 2007-08, in Gopalganj and East Cbamparan for 2004-05 to 
2008-09, in Bbojpur during 2005-06 to 2007-08 and in Bhagalpur during 
2008-09. 

Thus the amount of fines/penalties imposed for misconduct could not be 
ascertained. 

• Register of memorandum of demand, collection etc. (Excise Form 
No67) 

A memorandum of demand, collection and balance of licence fees as well as 
duty was required to be prepared at the end of each month. 

We observed that the register was not maintained for the year 2008-09 in East 
Champaran In nine 19 excise districts, the registers were not closed during 
2004-05 to 2008-09. It was not verified by the ACE in Gaya. Thus, the 
demand, collection and balance position in these district excise offices was not 
easily available . 

• Arrear register 

The arrear register contains details such as the amount of arrears, the name of 
the licensee against whom the arrears are outstanding and the period to which 
it pertains. 

18 

19 

Aurangabad. East Champaran. Gopalganj . Muzaffarpur. Nalanda. Patna. Saran and 
Siwan. 
Aurangabad, Bhojpur, Gopalganj, Muzaffarpur, Nalanda. Patna, Saran. Siwan and 
West Champaran, 
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We observed that in Saran, WestChaniparan, Bhojpur and Gaya during the 
period 2004-05 to 2008-09, 'in Gopalganj during 2007-08 to 2008-09 and in 
Siwan during 2005-06 to 2008-'09 · arrear registers were not maintained. 
Consequently the details of arrears were not available in these district excise 

. offices. 

Certificate case register . 

The certific.;;tte case . register contains details of licensees against whom 
certificate cases were instituted, th.e: period to which the arrears pertain, the 
case number, the date of institution of the certificate case and the amount 
covered by the certificate case. . . . . . 

Sine~ this register was· not authenticated by ACE/SE in Gaya, Bhojpur and 
Saran, the entries in the register were not reliable. · 

Register 89 

This register shows the month Wise Issue of permit of liquor against the 
allotted quota. 

We observed that this register was .not being maintained in five20 excise 
districts dtping 2007-08 and 2008-09, In Nalanda, the annual quota was not 

. mentioned and not attested by the SE. In Saran, the names of the licensees 
were not mentioned in some cases.· As a result, the quantity of liquor for which 
permits were issued was not easily available. 

. •' -

·Register of Security deposits of excise vendors (Excise form mi ].03 A) 

Security depo~its taken fr9m licensees in the form of cash, demand draft~ fixed 
deposit, bank guarantee, NSC etc. are entered in Security Deposit Register. 

We observed that in the office of the SE~ Muzaffarpur (2004-05 to 2008.;09) 
and the SE, Aurangabad (2005-06 t() 2006-07), the security· deposit registers 
were notniaintained. Further, the SE, Nalanda did not maintain this register in 
the proper.· format As .. a result, the. details of security deposit and refund 
position were not easily available; 

In absence of th~se registers, we could not exercise the prescribed checks as 
· required under the Rules nor verify the. correctness of the data. 

The Government stated (October 2010) that instructions would be issued to 
subordinate officers tQ' meticulously maintain all prescribed registers and 

~ . : ' . 

records. 

20 Bhojpur, East Champaran, Muzaffarpur; Patna and West Champaran. 
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The review on . levy and collection of State Excise revenue revealed 
deficiencies in the formulation of theBEs. The Government had no control 
over the operation of non-settled excise shops resulting in revenue loss. 
Absence of a mechanism for the periodic review or: shop-wise lifting of liquor 
.led to leakage of excise revenue and non-realisation·ofpenalty. No time frame 
was prescribed for sending revenue arrear cases to Certificate Officers 
resulting in accumulation of substantial revenue arrears not covered by 
certificate cases. Due to the non-conducting of inspections by the internal 
audit wing, the Deparfinfmt ·could not detect the weaknesses in its functioning. 

w~··c\~~m-
The Government may: 

~ ensure adherence to the provisions of the budget manual in preparation 
ofBEs; 

evolve effective mechanisms for the operation of non-settled excise 
shops; 

frame suitable internal control feedback mechanism regarding the shop 
wise lifting of liquor against MGQ and take timely action as per Rules 
in case of short lifting of liquor.; 

ensure effective control over timely collection of revenue including 
incorporating provisions to ensure levy of interest on delayed deposit 
of licence fees; and 

ensure that internal audit of the Departmen~ is carried out at regular 
intervals. 
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. The collection of motor Vehicles ta~es in the State is··administered by the 
Transport Department, which is headed by the State T~ansport Commissioner 

· (STC). In performance of his duties, he is assistedby two Joint State Transport 
(:ommissioners at the headquarters. The State is divided into nine regions and 

.· 38 distri9ts which are controlled by the Secretaries of the Regional Transport 
Authorities and the District Transpqrt Officers (DTOs) respectively. They are 

. assisted by motor vehicle inspectors for the collection of revenue. 

~~~·;··.~~~l 
The variation between the budget. estimates and. the actual receipts from the 
motor vehicles taxes during the period 2005-06 to 2009-10 alorig with the total 
tax receipts during the same period is.Ihentioned below: 

. · the above :table indicates that the percentage of receipts from tax~s on motor 
vehicles . against the total· receipts of the . State decreased . during 2006-07; 

·· 2008-09 and2009-1 0 over previous :years. · 

The trend· of,receipts vis-a-vis t4e, estimated receipts of taxes on motor 
vehicles alidt()tartax receiptsis giveri ilithe foUowing graph: 
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Trend of Receipts 
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The chart below depicts the contribution of motor vehicles receipts to the total 
tax receipts(~ 8,089.67 crore) of the State during 2009- 10: 

Position of taxes on motor vehicle receipts in the total tax receipts 
during the year 2009-10 (~ in crore) 

• Other Tax Receipts 0 Motor Vehicle Receipts 
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. i'JJ)}-___ ~~futr~J 
· -.The gross collection of motor vehicles tax receipts, --expenditure incurred on 

collection and_ the percentage of such expenditure to gross collection during 
the years 2007 ~08 to 2009-: 10 along with the all India average percentage of 
expenditure on collection to gross collections for the n~levant previous years 
are mentioned below: · 

The above table indicates that di.rrin.g the year 2009.:.1 0, the percentage of 
expenditure on collection was more than the all India average percentage for 
the year 2008~09. 

'fllne_ G~vernllliJI.ellllt llllee{Ji§ t~ take . appr~pll"iate measures t@ lkeep tllne 
percell111l:age ~:If expendnture l[)llll c~RKedn~llll lbellow tllne allil Jill1ldlna average 
per~eliiltage in the ~~m.ii.rnig yeaJrs. 

~~-_Jbn~ciliiiUIOOt 
~-~ -~ -' • '• ~.or - -~ • •• 

~~l ~~. 

During the period from 2004~05 to 2008-09,we through our inspection reports 
had "pointec:l out non/short levy, underassessment/loss of revenue etc., with 
revenue implication of <-653.99 crore in 918 cases. Of these, the Department/ 
Government ·had accepted audit observations in 577 cases involving 
< 308 crore and hadsince recovered < 1.52 crore. The details are shown in the 
following table: 

This low recovery of < 1.52 crore (0.49 per cent) against the accepted cases 
involving < 308 crore indicates lack of promptness on the part of the 
Government/ Department :in realising the Government dues. 

We' recommend tllnat the Goverilllmenll: take approprnate steps to lt"eC@VeJr 
tllne ammilnt inv~llved, all: Keast illll accepted cases. 
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~~i~~~-l 
There is 'an internal audit wing called Finance (Audit) which works under the 
Finance Department and internal audit of the different offices of the 
Govemnient is conducted on the basis of requisitions received from the 

·Administrative Department. 

. An audit team of Finance (Audit) comprises of three members,· one being the 

. head of the team. In consideration· of the quantum of requisitions for audit, 
personnel for audit teams are drawn from headquarters/divisional offices. The 
Departm,ent did not furnish further information regarding the number of 
offices due for audit, audit conducted, . number of observations issued and 
amount involved to us. 

. -· . .. 

In 2009-1 0 our test check of the records of 3 S. units relating to motor vehicles 
taxes · revealed underassessment of tax and . other irregularities involving 
.~ .. 25 3 .13 · crore in 310 ·cases which fall under the following categories: 

During the · course of the year, the' Department accepted underassessment and 
other deficiencies of~201.23 crore in 295 cases, ofwhich 286 cases involving 
.~.·199 .6Tcrore were pointed out during2009"' 1 o anci the rest in earlier years . 

. ·A few .illustrative cases involving~ 20.96 crore arementioned in the following 
paragrap.hs, 
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-Our scrutiny ofthe records of the state transport offices revealed several cases 
of non-compliance of· the provisions of the Act, Rules and orders of the 
Department as mentioned in the succeeding paragraphs in this chapter. These 
cases are illustrative and are based on a test check carriedout by us. We point 
.out such.otnissions on, thepartofthe Departmental authoriti(!s each year, but 
not only do the irregzllarities persist, these remain undetected till we conduct 
an audit. There is need for the. Government to improve the internal control 
system so that such omissions can be prevented. 

·M·,~~<M~~~l 
Twenty . six1Dist!ict TransportOffices 

. . .. . . · . 

. of~ 19.52crore includiilg penalty of ~ 13.01 crore. 

While scrutinising 
taxation registers 
beh¥een June 2009 
and March 2010, we 
observed that though 
owners of 7 51 
transport vehicles did 
not pay tax of 
~ 6.51 crore pertaining 
to the period bebNeen 

· July . 2002 and .· June 
2009 within the . due 
dates, yet the DTOs 
did not initiate action 
towards realisation of 
dues from the 
defaulting vehicle 
owners. In none·ofthe 
cases, change of 
addresses of the 
owners or surrender of 
documents for 
securing exemption 
from payment of tax . 
was found on record. 
This resulted m 
non-realisation of tax 

Araria,. Aurangabad; Begusarai, Bettiah; Bhabua, Buxar, Darbhanga, Gaya, 
Go'palganj, Jehanabad, Katihar; Khagaria, Kishanganj, Lakhisarai, Madhepura, 
Madhubarii, Motihari, Muzaffarpur, Nalanda, Patna, Pumea,, Saharsa, Samastipur, · 
Sitamarhi, Siwan and Vaishali.. · · 
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After we pointed this out, 23 2 DTOs stated between June 2009 and March 
20W'that the demand notices would be issued while three3 DTOs stated that 

· action would be taken for recovery of dues. 

The- cases were reported to the Government between November 2009 and 
Aptjl2010; we are yet to receive their reply (December 2010). 

We observed between 
January and 11arch 
2010 that in case of 10 
dealers of" motor 
vehicles, trade tax at 
tqe prescribed rate 
was . either not 
deposited or deposited 
short in respect of 
34,413 vehicles 
(8,320 two wheelers 
and 26,093 three/four 
wheelers) possesse-d 
by them between the 
period 2004-05 to 

2008-09. The DTOs also did not take action against the defaulting traders. 
This resulted in non/short realisatioriof trade tax of~ 73.66 lakh including 

· penalty of~ 49.11 lakh 

After we pointed this out, three5 DTOs stated between January and March 
2010 that dertiand notices would be issued while DTO Begusarai stated that 
action for recovery would be taken as per rules. 

The cases were reported to the Government between March and April 2010; 
we are yet to receive their reply (December 2010)~ · 

2. 

4 

5 

Araria, Aurangabad, Bettiah, Bhabua, Buxar, Darbhanga, Gaya, Gopalg~nj, 
Jehanabad, Katihar, Khagaria, Kishanganj, Lakhisarai, Madhepura, Madhubani, 
Motihari, Muzaffarpur, Nalanda, Patna, Pumea, Samastiplir, Sitamarhi and Siwan. 
Begusarai, Saharsa and Vaishali. · 
Begusarai, Muzaffarpur, Patna: and Pumea. 
Muzaffarpur, Patna and Pumea. 
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4.10 Irregular issue of certificate of fitness 
Three6 District Transport Offices 

Under rules 73 of the CMV Rules, 1989, a 
Certificate of Fitness (CF) for a transport 
vehicle cannot be granted unless the vehicle 
owner obtains a tax clearance certificate in such 
form as may be prescribed by the State 
Government. As held by the Hon 'ble Patna 
High Com!, tax token, being an evidence of 
payment of tax, is required to be produced for 
obtaining CF. Further, according to the 
instructions issued by the STC, Bihar on 
13 April 1994, the Motor Vehicle Inspectors 
(MVIs)are prohibited from granting/renewing 
the CF to transport vehicles against which tax 
bas not been paid and disciplinary action is 
required to be taken against the erring MVIs 
besides forfeiture of such CFs by the 
Enforcement wing. 

We observed d~ring 

cross verification of 
the entries in CF 
registers with those in 
the taxation registers 
of DTOs between 
October 2009 and 
March 2010 that CFs 
were issued to 14 
transport vehicles 
without ensuring 
up-to- date payment of 
tax. Further, we 
observed that the 
Enforcement wmg 
never pointed out 
these cases to the 
Department. This was 
highly irregular as 
plying of these 

vehicles without proper inspection could compromise public safety and 
property. The omission not only violated the rules and the STC's order but 
also resu lted in non-realisation of tax of ~ 54.76 lakh including penalty of 
~ 36.51 1akh pertaining to the period between April 2004 and June 2009. 

After we pointed this out, the concerned DTOs stated between October 2009 
and March 20 10 that the matter would be refened to the MVIs concerned for 
compliance. 

The cases were reported to the Government between March and April 201 0; 
we are yet to receive their replies (December 201 0). 

6 

# 
Motihari, Muzaffarpur and Purnea. 
Patna Zila Truck Association Vs. State of Bihar 1993 (1) PLJR 2 11. 
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Four7 District 1'ransport0ffl~es-

We observed 
between November 
2009 and March 2010 
from professional 
driving licence 
registers -that ·7,498 
professional driving 
licences were granted 
during 2008-09 - to 
applicants who were 
not holding licences 
to _drive light motor 
vehicles. This 
omission not only 

violated the provisions of the ACt and- Rules resulting in loss of Government 
revenue of ~ 15.75lakh on account of fee recoverable for grant of driving -
licences, but also involved road safety issues. _ _ 

- After we pointed this out, the DTO Pafua stated that amount would be realised 
at the titne of renewal, the· DTO Pum~a- stated that notice would be issued 
while the DTQs Gaya and Muzaffarpur stated that- action would be taken as 
per directions. - · . 

The cases were_ reported to the Government in Marchand April2010; we are 
- yet to receive their reply (December 201 0). · 

7 Gaya, Muzaffarpur, Patna and Pumea. -
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CHAPTER-V 
OTHER TAX RECEIPTS 





,,, ... 

.-;-·. 

· .. ·_., 

0ur test check of the re~ords oftheJo!lowil1g r~~eipts; conducted during tb;e 
·year 2009-1 o; revealed undeiassessmentnftax, fee, duty and; loss of rev~nue 
etc. of ~54. 73 crore in 411 cases which fall underthe following categories: l . 

•· :DUrillg •··. the .. · year 2099'-l 0, .the concerned departments accepted 
:underassessment and other ddicienties etc. involving ~ 50.83 crore in 371 
cases butofwhich357 cases'involving ~ 50.02ccrore.were·pointedout during 
,the year 20090:: 10 and tlie rest during the earlier years. The Departments 
; concerned have' also reported recovery of~ 15.44 'lakh in nine .cases. . . . . . 

. . . ; . . . . 

Audit findip.g:s of a .review on. the '~evy and collectioir ofStalllp duty ,and 
. : R~gistratioll fee' with fina11cial impact .. of ~ l~48 cton~ is'. mentioned in the 
• f~llowing paragraphs. ·• · · · · · ·. · · · 

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

. ,,! 

: .:1_ 

-~ , r 

·.· .: -



Audit Report (Revenue Receipts) for the year ended 31 March 2010 

Stamp Dut~ and Rrgistratinn Ft·rs 

5.2 Ll'\ ~ and Cnlll•ctinn of Stamp l>ut~ and lh·gistnttinn Frr 

II ighlights 

Lack of co-ordination between the Registration Department and other public 
offices resulted in non-levy of stamp duty and registration fee of ~ 1.42 crore 
in the test checked districts during 2004-05 to 2008-09. 

(Paragraph 5.2.8) 

Due to pendency in the disposal of referred cases and non-pursuance of the 
execution of deeds, the deficit stamp duty from finalised, referred and 
impounded cases could not be realised, leading to consequential blocking of 
Government revenue of~ 8.57 crore. 

(Paragraph 5.2.10) 

The internal audit was weak as evidenced by the low quantum of departmental 
inspections and absence of internal audit. 

(Paragraph 5.2.12) 

5.2.1 Introduction 

Receipts from stamp duty and registration fee in the State are regulated under 
the Indian Stamp (IS) Act, 1899, Bihar Stamp Rules, 1991 and Bihar Stamp 
(Prevention of Under-Valuation of Instruments) Rules, 1995 as amended from 
time to time. The stamp duty is paid by the executors of the instrument 1 on or 
after the first day of July, 1899 either on impre sed stamp paper or by fixing 
stamps or by remitting stamp duty directly in the Government account under 
the head "0030 - Stamps and Registration fees" tlu·ough challan. 

The Registration Act, 1908 con olidated the enactments relating to registration 
of documents. The levy of regi tration fee is governed by Sections 78 to 80 
read with Sections 17 and 18 of the Registration Act and the Registration 
(Bihar Amendment) Act as amended from time to time. The State Government 
was required to prepare a table of fees payable for registration of documents, 
searching of registers, making or granting copies of reasons, entries or 
documents etc. The fees shall be calculated on ad valorem scale according to 
the value of the right, title and intere t expressed in the documents. 

5.2.2 Organis&ttinnal srt up 

The levy and collection of stamp duty, registration fee, penalties and other 
dues under the Acts and Rules is administered by the Registration Department 
headed by the Inspector General, Registration (IGR). The Department 
functions under the administrative control of the Secretary of Registration 
Department who is the chief revenue controlling authority. The IGR is a sisted 
by a Joint Secretary, two Deputy Inspector General (DIGs) and four Assistant 
lnspector General (AIGs) at the Headquarters level. Further, there are nine 
lnspector of Registration Office (IROs) at the divisional level. Thirty eight 

"Instrument" includes every document by which any right or liability is, or purports 
to be, created, transferred, limited, extended, extinguished or recorded. 
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.. . 

. District -Regi~trars (DRs), 38 District Sub Registrars (DSRs) and 72 Sub. 
Registrars (SRs) at the district/primary units are responsible for levy and 
collection ofstamp duty and registration fee. 

_We conducted the review to ascertain whether: 

the Acts/Rules and departmental instructions pertaining to levy and 
collection of stamp duty and registration fee are consistent, and 
adequate to ensure.coHection ofrevenue; 

the provisions of the IS Act, Registration Act . and rules made 
thereunder were being implemented effectively;. and -

the internal control mechanism of the· Department was effective and 
sufficient controls were in place to safeguard the collection of dutY arid 
fees on instruments. 

We referred to the following Acts and Rules during the review: 

.. ® 

®. 

The Indian Stamp Act, 1899 

The Registration Act, 1908 

The Bihar Stamp Rules; 1991 

The Bihar Stamp (Prevention of Under-Valuation of Instruments) 
Rules, 1995 

The Bihar Registration Manual 

The Bihar Bud get Procedures 

The Bihar Financial Rules·· 

Orders and notifications issu~dby the Government fmm time to time. 

· Departm.ental instructions, circulars and executive . orders, made from 
time to time. 

==~="'-""-"""" .. = . .• ·-. . 
For'the purpose ofthe review we test checked the records in the office of IG 
(Registration), three2 out ofnine IROs and 11 3 out of 38 offices ofDSRs for 
the period ff6m 2004-05 to 2008.,09. Information in respect of:i.nstruments·wa.s 
also obtained from public offices4 of the test checked districts to verify the 
proper realisation of duty and fee. . 

. -

The ·selection of 10 districts was based on simple random sampling with 
replacement and population proportionate sampling with replacement method 

2 .· Bhagalpur, Muzaffarpur, Patna. . . 
· Bhagalpur, East Champaran, Gaya, Gopalganj, Jamui, Madhubani, Muzaffarpur; 

Nalanda, Patna,Pumea and Siwan: 
Bihar. Rajya Pul Nirman Nigam, Bihar State Electricity .Board, District Fisheries 
offices, District Nazarat, .· General insurance . Company, Municipalities/Nagar 
paris had and Superintendent ofPolice offices of the concerned districts. 
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. ·· Au4it RePort (RevJnue Receifts) fo' theje~~ e~ded 31 Mad ;0 10 .•. · •. 

·an the-basis ·of:·revenue'collected in\he year 200S-09 <i~d Patna-district.was _ 
selected' on the basis of highest revenue potentiaL-Samples were drawn on the 

·' basis of cmnulative total of revemie and random nutnbers. - . . 

• 1 ~. 
'"';:;. :· 

We acknowledge the co~operation ()f the Registration Department in providing -
· necessary . 'information a11d · records. '~or .. audit . An· .~ntry conference was.held 
with the .. Secretary, Registration Department in .March 2010 wherein the 1;cope 
of audit,- tnethodology_ and audit objectives inctuding' sanipling, tecln?-ique 
adopted were explained to . the Department. An e*it. conference was held n 
-September 2Ql0 with .the Secretary to the· Government arid the views of the 
· G<?verlimentwere incorporatedinthe.review report:' ·· . 

The review o~ the assessment ~nd levy of stamp duty atid registration fee 
revealed .l:!: nillnber of deficiencies as lTientioned in t~e succeeding paragraphs : 

. Formul~tionofBudget_~_-- _ 
,.i 

.·,·,: ·:.'. 

.· 64. 

A comparison of the 
budget estimates 
(BEs)/revised BEs, 
actual realisation of . 

-revenue as per the 
Finance Accolfuts 
and· those furnished 
by the Department 
ill respect . . of 

· stamp duty · •and 
registration fee for 

·· the years 2004.:.05 to 
2008'"09 were · as 
giv~n in ' the 
following table: 

-. ' . ~ 

' / 

. (. 
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· .. Chapter-V: Other Tax Receipts 

(Source: Information furnished by the Department) 

As per the provisions of the Bihar Financial Rules, the controlling officer Is 
. required to ensure timelyreconciliation betWee~ .the departmental· figures of 
·revenue qnd those appellfing in the Finance Accounts. · 

. · bur scrutiny of r~cords revealed the following discrepancies: 

e. During·tll:e p~riod 2004-09, there wasvanation of ~·34629 crore in total 
receipts· .as appearing in ·the Finfince Accounts under the head "0030 -
Sta!npsand Registration fees" a11d those ftunished by the Department to 

. audit This ·indicates that timely reconciliation of the figures . as required 
under theexisting rules was not dpne. ·. . . . ·. . . 

The Departtn:ent replied (October 2010)that the main reason for difference in 
the two sets of figures was due to nmi-teconciliafion as follows: 

' . 

(a) The Fi11ance Accounts. figures are based on treasury figures whereas the 
figures furnished by the Department are based on actual collection. · 

(b) The ,refund of stamp duty and registration fee to the executants and the 
refund of additional stamp duty to local bodies and authoritie~ were deducted 
from the total collection while preparing the __ budget. The reply is not correct as 
we reviewed the records. of the ·. Deput)'. Collector~ (stamps) of six test checked 
districts5 (Amumexnmre-IV) where the Collectors ordered to refund the value of 
unused stamp amounting to. ~96:05lakh after .deductillg 10 per cent. The 
refunded value of unused stamp under the orders of the Collector remained 
outside the budget proposal··of.the. Department as the Department did not 

· prescribe any .report/return to be submitted by the Deputy Collector (Stamps) 
. in respect of refunds of_ stamps, While preparing the revenue budget, the 

·Department did not consider the _amourit of refund made during the year for 
unused stamps as wen as refund of additional stamp duty to the local bodies 
resulting in inflated budget proposal·by the Department. 

5 

In absence of any proposal from the Registration Department, the 
Finance Department ·revised the revenue receipt budget .for the year ·· 

. . 

. .· . -: .. , . . . ~ 

Bhagalpur, Gaya, Gopalganj, Muzaffarpur, Nalanda and Siwan. 
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2005-06 from~ 600 crore to ~550 crore, for 2007-08 from~ 720 crore 
to~ 550 crore and for2008-09 from~ 58(02 crore to ~700 crore. 

• (.1) We observed substantial variation ranging between (~) 35 pet cent and 
23.+6 per cent in the actual realisation against the budget estimates 
which was due. to non-consideration of the departmental figures by the 
Finance Department. 

· 'The Department accepted the auditobservation and stated (October 201 0) that 
action would be taken to reconcile the figures of the Finance Department from 
the actual deposit in Government Account under the head "0030 Stamps and 
Registration fees". The Department would consider issuing a direction to all 
Collectors to report all refunds of stamp duty and r~gistration fee, so ·that this 
may be taken into account while preparing the budget. 

·~ - . . . . . 

· ·· The Depar:tll1ertt further added that the audit ·observations shall be 
. c()mmunicated .to. the Finance Department and effective steps after 
consultation with. the· Finance Department would be taken for ensuring timely. 
reconciliation of the Department's revenue figures with those of the Finance 
Department. 

·The Fimuice Department shoulld. prepare budget estimates in 
co;,;olrdinatiolill with the Registration Depmrtment. The Governmel!llt should 
el!llsure. adherel!llce to the provisions of the bU!ldget manual whHe preparing 
the BEs. The Government ~ay also take effective steps for ensulring 
timely reconciliation of the department all revenue figures with those of the 

. Finance AcCQunts. 
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·n.oticed - ·that ·.:· no •• 
.... sy_steJ.n ; tp - \Vao' tfch'' the .j 

the~ 

"'as, frall1ed. . 
. . -. . . ,· t}ie Reglstrati()h 

J:?epartfrlent had. not•. : 
: ·fixed ally h'orm or target~ - ~ • 
. for til~_· ip.spe<;tion oL' 
•public offices by the -.... 

··. Collector-;(i)R). ·-_ · ••..... -.. _- · · 
:. ]3esides: reports/ re~f5 . ·-· ... ·. 
. were. also }lbt prescribed 

by . the' Departnlerit to . 
··. mcmi,tor ·the<insp.e,ctions· _ 

conducte_d by: t~e QRas •. 
C pyr ··,• prOVlSlOllS , of ·•· 
··: section 73 of the IS Act: 
.-·-- ~- . . . _· . .;· . . . '-- . .. . - .. 

' Our scrutiny of records 
. of publiC offices jn the, 

~; 'test ~- ·· checked· di#ricts . 
revealed that ' m .·.· the .· 

· hbsence.· ·.·· of any -
· prescribe<} report/return .·-- .-.-
.. to · ])e ·:. •submitteq,: by .-
.:them;' ·:thei .. Departillent' •·· 

was @aware' of jhe -
extt:mt to- ~hich stamp _ .­

.· dtity an{ll;egistratlon fee 
. _ . . ._. _ on, · ·. t~e . _ -~strum;ents 

. _ . , _-._ ._·.· jthe public (jf'fi.ces was :, _·_ be levied .or_·had beel1devied; Some of 
discrepancies we noticed are disc'!lssed. in the foilo\ving paragraphs: · · 
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"u'~ "-''c.,·,-, 

While scrutinising the records of 
Municipal Corporations/Nagar 
Parishads in nine6 test checked 

. districts, we observedthat nine7 

mobile tower companies had 
applied for No Objection 
Certificate for erection of 
mobile · towers m their 
jurisdiction and entered into 
agree1llents with _the 
land/building owners for five to 

. ·. twenty years on ~ 100 stamp paper. On perusal of the instruments, we noticed 
that these agreements came under the category of lease 8 documents for -lease 
period of more than one year' which attracted stamp· duty and registration fee. 
But the Executive Officer of the Municipal Corporation/Nagar Paris had failed 

-. to comply with the provisions of the IS Act for adjudicatii:ig the appropriate 
stamp duty by the Collector which resulted in non-levy of stamp duty and 
registration fee amounting to~ 33.83 lakh. · 

The Department stated (October2010) that the matter is being examined and if 
necessary the stamp duty shalL be realised. The Department further said that 
registration fee becomes chargeable. only when a document is registered under 
the Registration Act and issued. : instructions to the Collectors for 
implementation of the provision of Section 73 of the IS Act as suggested by 

_ us. We await further replies (December 201 0). 

6 

7 

Gaya, Gopalganj, Madhubani, Motihari, Muzaffarjmr, Nalanda, Patna, Pumea and 
Siwan: 

Dish Net Wireless Ltd., Bharti Tele Venture Ltd., Tower Vision India Pvt. Ltd, 
Bharti Infratel Ltd, Idea Cellular Infrastructure Service Ltd., Tata Tele Services Ltd., 
Essar Telecom Infrastructure Pvt. Ltd., Wireless T. T. Info Service Ltd. and Aditya 
Birla Telecom Ltd. 
"Lease" means a lease of immovable property and also includes -
(a) a patta; . - _ · _ · _, . · 
(b) a quabuliyat (The word 'quabiuliyat' or 'kabuliyat,') is an undertaking to 

cultivate or occupy, and an agreement to lease or other undertaking in writing; 
not being a counterpart of lease, to cultivate, occupy, or pay or deliver rent for, 
immovable property; · · 

(c) any instrument by which tolls of any description are let; 
(d) any writing on an application for a lease intended: to signify that the application 

is granted. 
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·. Iri nine9 · District 
Fisheries . offices, we 
noticed that Jalkars1

_
0 

. were settled to different . 
lessees· in 149 circles 
on yeaily basis forthe· 

. .. . .· . . _ .. . period -2004.:.05 to 
2008-09 but stamp duty atthe rate ofthree per cent and registration fee at the 
rate offourper cent (up to 2006-07) were not levied on the lessees. Non-levy 
of stamp duty amounting to ~ 17.44 lakh and registration fee of~ 10.73 lakh 

. resulted in loss of Goveriunent revenue of~ 28.17-lakh The District Fisheries . . . . . ,- . . .- . 

· Officer also did not initiate any acti0n to. adhere to the above provision of the 
Ace·... ·· 

. . ' . . . . . . 

. The Department accepted .the audit.0bservation and stated (OCtober 2010) that. 
the matter· 'Ycmld be 'examined and. stamp. dl1t}T 'Vmild. be- realised .. We await 
further replies (December 2Q;IO}. · · . · . . 

. In nine 11 test. checked di.stric;ts we scrutinis~d Sai~at12 registers and files of the, 
Municipal Corporations/NagarParishads <;tnd found that··stamp duty at the 
rate of three per cen(was not levied dming th~ period, from 2004c:-05 to 
2008-09 which led to loss of Goveinmentreveinie of ~31.26 lakh on 110 

. . settled sairdts for ·one year: Thus. the ad!llinistrator of the Municipal 
·Corporat~ons/Nagar Parishads failed to comply with the instructions of the 
CS to levy stamp duty ~ni. leasedocurnents. · 

The Department stated.(Qctober 2010)thatthe matter would be examined and 
. stamp duty ~quld be realised. We·~waitfiui;herreply (December 2010). 

• -, .' • ~. --~ - • .- • • • • • I • • • • 

During. scrutiny of records of the Bihar Rajya Piil Nirman Nig~m, Patna we. 
:observed thatstamp duty at the rate of three per cent was not levied dUring the 
period .. froni 2004~05 to· 2008-09 on all bandobasti13 of bridge toll plazas 

. which were settled on a yearly basis; Failure on thepart ofthe administrator of 
the Bihar Rajya Put Nirman Nigam; Patna to comply with the instructions of 
the Chief Secretary to lery stamp duty on the lea~~ documents resulted in loss 
'ofrevenue amounting to ~ 48.99 lakh as detailed below: . 

9 

10 

12 

13 

Bhagalpur; Gaya, Go~alganj, Jamtii, Madhubani, Mu~affarpur, Nalanda, Patna and 
Siwan: · 
Jalkar, ~ Jalka~' means tank, Poklzar, Ahar, riv~r; water course channel, 'Chaur', 
'Dhav', ._ reservoir Lake, Ox-bow; lake etc. under . the Department of Animal 
Husbandry and Fisheries; Bihar,in :whichMakhana, Singhara and fish is reared. 
Gaya; Gopalganj, 'a~ui, Madhubimi, Motihari, Muzaffarp'ur, Naianda, Pumea arid 
Siwail. 
Sairat inealis the income derived by:leasing out fisheries, hats, Melas, Toddy Mahals 
and ferry rights .... 

.· Settlement of lease. 
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·. The Department acQepted the audit observatiqn an <;I stated (October 201 0) that 
:· the matter would be examined and stm:np duty realised. We await further reply. 
, (December 2010). · · · 
. .. - ; ·- . -

. . ,. ·'· . 

The Govermument may consider fh:mg nonns for perftodkall inspection of 
. an publlic Offices and! prescribftiD.g periodic repoli"ts/retptrns to be submitted· 
fm~: monitoring the levy. of stamp duty and! ~registratim1 ·fee tlhnrough a 
compRia~ce· framework forjmplementation o( the Chief Secretary's 

· iirlstnuction. · · · · · · 

duty was short levied. as ~hown belo\V: 

reviewing the sair(lt 
registers and statement .·of 
settled sairats · in two 

· distdcts14
, we observedthat20 

sairats. were found to have · 
been'.· settled~ but the stamp 

Thhs stamp duty amounting to ~·3.94lakhwas shortlevi~d: -· . . ·. .·- .· . .• ·. .. . . - -.-· . l; : -

The Department stated (October2010).thatthematter wouldbeexamiried and 
: .. stamp duty wouldb.e realised. We await firrther replies (Decemb~r 2010) . 

. 14 
Nalanda: 7 and Gopalganj : 13 

70 

-



' 

~· 

' ~· .. 

· Chapter-V" Other Tax Receipts 

We noticed that the Rules 
~ do not prescribe any time 
· frame ·for initiation of 
revenue recovery 
certificate. Also, there is ·· 
no proyision · in the 
Act/Rules for production 

' of proof of permanent 
residential· address of the 
executants at the time of 

. presenting . the documents 
and its verification in 
DSR/SR offices. Further, 

. there is no provision in 
the Rules to enforce the 
execution ofsale deed by .. 
the parties and to recover· 
·stamp duty and 

·· registration fee finalised 
· bythe Collector. No time 
limit has been fixed in the . 
Acts/Rules or instructions 

. , . . . . .. · . · .· · of the Department for 
'sending t11e case~ bytheDSR/SR to the Collector/JRO for necessary action. 

. 71 



Audit Report (Re1•enue Receipts) for the year ended 31 March 2010 

5.2. 1 0. 1 :\on-disposal of im1unmded cases 

Under sections 38(2) and 40 of the IS Act, 
when any mstrument sent in original to the 
Collector after Impounding the same. if he 
is of the opinion that such instmment is 
chargeable with duty and is not duly 
stamped. the stamp duty payable shall be 
realised by the Collector together with a 
penalty of ~ five or an amount not 
exceeding ten tunes of the amount of proper 
duty and retum it to the impounding officer. 
Further. Section 48 of the IS Act provides 
that all duties, penalties and other sums 
required to be paid may be recovered by the 
Collector by dtstress and sale of movable 
property ofthc person from whom the same 
are due. or by any other process for the time 
being in force. This action may be initiated 
after issuing notices to the person concemed 
and instituting cases against them under the 
Public Demands Recovery (PDR) Act. 

During test check of 
records along with the 
registers of impounded 
cases, we observed that 16 
impounded cases by 
three 15 DSRs during 
2006-09 were sent to the 
Collectors for adjudication. 
All these cases were 
pending disposal till the 
date of audit due to the 
absence of provisions of 
time frame in the 
Acts/Rules. Non-disposal 
of impounded cases 
resulted in blocking of 
Government revenue 
amounting to~ 4.71lakh. 

The Department stated 
(October 201 0) that at the 
instance of audit, 

instructions had been issued (September 201 0) for fixing the time limit of one 
month for disposal of referred and impounded cases. 

We cross checked the registers of impounded cases and statements made 
available by two DSRs and one Deputy Collector (Stamp) 16 for the period 
2004-05 to 2008-09 and found that 81 cases impounded by the DSRs for 
adjudication of stamp duty were finalised by the Collectors. The Collectors 
adjudicated those cases and imposed stamp duty and penalties amounting to 
~ 7.5 1 lakh. Notices were issuedJbeing issued to the executants. Further action 
was not initiated against the executants for realisation of stamp duty and 
penalty as per provisions of the Act 

Thus, due to lack of provision of a time limit in the Rules or in Departmental 
instructions for issue of Revenue Recovery Certificate (RRC) in established 
demands, no case was instituted under RRC. 

15 

16 

Bhagalpur (9 cases - ~ 3.84 lakh), Gaya (4 cases - ~ 36,840) and Gopalganj (3 cases -
~ 49,960). 
Gopalganj (25 cases - ~ 4. 11 lakh), Motihari (54cases - ~ 2.79 lakh) and Deputy 
Collector (Stamp) Bhagalpur (2 cases - ~ 60,859). 
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During scrutiny of · 
records of nine 17 • · 

test - checked-
distriCts, we 
observed that 616 
cases involving ·· a 
sum of~ 1.67 crore 
presented between 
October 1997 and. 
March 2009 were 

_ referred· (between 
December 2002 · 
and March 2009) 

_ by the DSR/SR to . 
the Collector/ffiO · for detenninatio,n of market value of the properties as 
required under section 47 (A) of IS Act, after delays ranging from one to 

, 3,233 days. This resulted in !lon-execution of. referred cases. The delay in 
_.· referring cases and their timely disposal also caused hardship to the executant 

· .. public. · · . 

' . . . . . 

-__ ·. · During -eros~ . ~erification of the re~isters of referred cases and statements 
: made avaihibie by three 18 IROs and five19 DSRs for the period 2004:.()5 to 
-.2008-09 we observed that out of the ca§es referred to DR/IRO for valuation of 

land/property under section47 (A} of IS Act, 1,565 cases were finalised by the 
Collectors/IROs and sent b<~:ck betw'een Novemb~r 2004and February 2008 to· 

, .the DSR/SR for execution ofdeeds which remained-pending with them: This 
.·resulted in· non--realisation of Govefl1mentrevenue amounting to ~ 5.24 crore · 

--based on the statement furnished by't~e IROs/DSRs. 

•. The Department stated (October .2(l10) that instructions had been issued for 
· speedy disposal-of referred arid impounded cases. We await further reply 

(Decemher 201 0). · · · 

, · 5.2.1 0.5 Non-finaUsatiOn of-referred cases 

. while revi~wing the Register of'refe~ed cases and statements made available 
.- by two IROs (Muzaffarpur'and Patna) and 1020 DSRs for the period 2004-05 

to 2008 ~09, .we observed that out.of 3,968 cases referred to CoHectors/IROs, 
1,034 cases pertaining-tothe period 2004-05 to 2008"'09 for determination of . 

· market value of property were pending for disposaltill the datf' · " '· · , . __ , 
caused bloc1dng of G;overnment revenue of~ 3.21 crore. B~.,._.~ .. - · .,_, ·-

17 

18 

. 19 . 

2o 

Bhagalpur, Qaya, Gopalf!;:~~L ~,l'orl,;;r), \L;J.~nda, Patna, Pumea arid 
Siwan.. . .- _ 
Bhagalpur, Muzaffarp;;_: ;),''' h;t;-;;,; 

Gaya, Gopalganj, Madhubani, t.iL~,~-~:;; y; :,. ''~:: _ 
Bhagalpur, Gaya, Gopalgari], Jamui, Motihari, Muzamirpur, Nalanda, Patna, Pumea 
andSiwan. · · · . 
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Audit Re]JOrt(Revenue Receipts) for the year ended 31 A{ar~hA()lo . 
·._.1 

·'·. 

~ertammg tp;the ·;eriocF·i99't-92 to 2do3-~o4 it1~hiti~g realisable amount of 
. ~4.29 crore,transferred cfrom ·collect()rs to -][R.Os' -after. issue of the order of 

-. May 2006 'Yere alsopel}dingJor disposal. 
•• •. , • ;'<' 

~~- Departtn~nt :stated: EO~tbher dolO).·that ·tll!~-!Govelninent had issued_ 
•• instructions~ for. 'speedy. dlsposafo{ cases,-and <1;8 -kremedial._meastire, -·had 
•·· ..• 'empowere?J.' the. IROs :to .function as, Go Hectors Jd?~ the ptirpbse ()f section . 

47(A) ofiSAct. ,· 

. _ .. Tine· Goveirmmemit . mrn~y-Jake applf@priat~. steps fo~_)Rne ~spe~dly diispGsall Gf 
... · p~Jfewredl :cases. The G(}yerl!llfuienn~-. miJlay _also c~~sjder pres~rft~ing a tiime 

lJimnJit for ~elllidlinng tlhHe ·caSes -JfOJr dleterminnaltion qjjf]rnfduket vahne anndlirl!ispGsa[, 
of iinmpo1lllioidledl ca!ses alnull allsG fl[)ir ftnstftt1l!itilplg RRCs after tlllle demalffi«lls ·nnave 

·~ Jb> eenn estalb Jljsh ed " - .< 

·· ... '.' 

. Scrrttiny of records revealed 
-·. tha( - the . Registration · 

Depaliment . was utilised >for 
p()ll~<;tion ... and' mak,i1lg · _ .. 

.· payJilentfor 8;nd ori behalf.Of 
aforesaid local._-. · . bodiys/ 

·authorities. But in absence of 
. . -l . ' 

. any:lncidentaLexpertses fbced 
· b·y·· · i;_ · · - ·t-he· . ,:_, ,L~ -~ - .. . :· ·. . .' . . -· 
Gov~rmnent/Department, the. -__ ·· · 
totaii. amount collected by·· .. 

· then{ _had beel1 paid to tl1e · 
·- bo~i7s/. authp~itieS, without . 
· d~d~cting : .. ··the· 'inciden;t<ll . 
. . expeP,ses ... 
. .... : ·. 1··':-. . ' 

Similarly, · no· . ·incidental . 
. expenses were 'eithei fixed or .. · .. 
_·--_reali~ed by- the·_ Registration 

.· .__ . . . . · p~p~ri1Ilent oll~ the scanning 
· . -· ·.- • . . charges riL instruments 

- .• . . ··. . .· . . . . . . .··. . . .·· . presbnted for n~gistr~ticm and 
· ·collected by· the Societies for Comput~tisation of Registration (SCORE) which . 

,:_is registered under the.S<;>cieties. Registration Act, 18QJ, although offices of the · .. 
. Registration Department ... were beiiig -utilised . fqr i collection of. scanning 
cij.arges. · . · . ' · _ 

· The ·nep~rtl1lent, whiJe ·accepting .the/audit observations, replied (October 
2010)'thati( is a policylilatterand would be CQhsidered... .-

• •. . ' '. . ~ . • . • . • . • • • . .1, 

' . ·.. . . ~ : ' .. ." ·. ·· ...... ·• ~: . . . .. .. : :-~ ·: ~ ~ · .... ~- : ... -. ., ~ ., .. .t-_: ·.··.-:·."' . . ---= .. : . . . -

- Th¢ Gover11mentmay cijnsider presc~ii)ing'the fate·.or incidental expenses 
'f~r, collection of Jtevenll~· pn behalifof. ~-·· body ~rri authority as fixed fo~ 
Larid R(wenue Departmelllt. For SCORE the~ colle~tion charges should be . 
r._ied on 'the-. basis· of utilisation. of depart~ental manpower -and 

· infrastructure~ : . -
·. :.. . .. • :. 

-~· ' ... : 

.·.·~ 
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Chapter.-V Other Tax Receipts 
c: ··'· 
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-1· 

. . . ! -. . 

... -· ·.:-· .. -;·~-. ·_:··.. -

S-.2.,1 2.-J. }_"-terpal a:udi.t_: <=-. <~ . ' 
. - ' 

· · ·_ We~ ~n~ted ·_ that there .is no 
. sepatate int~rnalaudjt wing ill ' 
· ·_the< Registration -I)epartrrient._ 
-. The { -Finance · -. Department · 
.,(.Audit ·'Cell)·_- works as the. 
futenial Audit Department _of ··_.·_ .. 

. • -~-- . .. , .... _ ·•-. . :. . . . 

. the Registnition· Depaffinent .. ; .. 
_ . __ • _ _ .. · _ . __ ._. _ _ . . • __ .- .. _____ ._ The · scope and extent of -. 

--•_ .. internal 'auditwas _not made availabtf·to. lis -byithe:·D¢partment. Not a single 
•.:office ·oftJ_ie.Registratidn~Oepartment\w<ts 'auditeci during the period2004-05_ 
.:,;to2008~.09};~*:~~ptth~·office"of thdPSR:Gay'ai~ {vlJ_ich 'onl:y the expenditure ·•·· 

·;-·as~~ct~a-~-~6\r~red:'• :··:·~~;:.:··._ ----·-- ~-){.!·· ·-:. · ·_-__ _::_~-~-.:-~·:· __ :-- ::·· · __ -· · _._ _ _ .··: .. __ _ -·· _· 
-. ~e Department stated.j(Qctbber 2p10) tli<it-it>is cpnsidering developing an-· 

-' inteinat---audit-._'systerri::to_'-sti~ngthel1-its inspectidn,and .. JROs are to ·be_-. 
- .::.:ell1J)ower~d)oc;9~4up~·;i¥teipal-au4Hf#}sRe9!i6~,- ,· · · - · 

·.··:..· "i,f '.·' . "· , .. 

- As p~r the 'norms· laid 
down by . the · Bihar 
Rt(gistiation~ · , . Manual, . . . 

. 2i05 · ', ()ffi,ces were 
required> to 1Je inspected •. 

· by . the inspecting · 
• authorities _. · _ during 
;2004~05 to2008'-09. The 
~number '· of < inspections · 

""'·'".~-"<•>~· .conducted duiing 2004-05 · 
to · · 2006-07 was not · 

·· furn.ishedto·l:lS,-However,· 
as per the data furnished . 

· 'pertainilig to. the period· .• ~.· 
•· -.2007.,08 and 2008-09, we·•·. 
· 'observed thaf only. 12f 
·.·offices (l5perc(!nt).were. 

- ; inspected · by . · the ~ · 
. . ihsp~cting - authorities 

_ _ _ _ _ _ _- ··- against ·. · 8A2" offices 
·. ·~.required tb--be inspected as detailed iii the following ~able: --·· 

~-·_· "/.' . 

',,-' 

'~- c. • 

· .. :·. 

:,,·. 

·'' 

._, 



Audit Report (Revenue Receipts) for the year ended 31 March 2010 

Yl•ar ~o. of officrs ~o. of officrs Shortfall Prrcentagr of 
n·quired to br inspectrd insprctinn 

inspected 

:!004-05 421 Not furnished - -
2005-06 421 Not furnished - -
2006-07 421 Not furnished - -
2007-08 421 53 368 13 

2008-W 421 74 347 18 

The details of inspections conducted by the inspecting authorities during 2008 
and 2009 were as shown below: 

~arne of 
inspecting 

officers 200H 

Yrar 

2009 

IGR 

IRQ 

DR 

DSR 

~o. of 
offices 

required 
to be 

inspected 

19 

110 

110 

182 

~o. of offices Shortfall 
inspectrd 

(in per cenl) 

I (5) 18 

37 (33) 73 

Not furnished 110 

15 (8) 167 

~o. of 
offices 

requirrd 
to he 

inspl·ctrd 

19 

110 

110 

182 

~o. of offices Shortfall 
insprctrd 

(in per ('('Ill) 

4(21) 15 

63 (57) 47 

Not furn1shed 110 

7 (4) 175 

Total 421 53 (13) 368 421 74 (18) 347 

The Department stated (October 201 0) that it is considering establishing an 
internal audit system to strengthen its inspection and lROs will be empowered 
to conduct internal audit/inspections. 

The Government may ensure periodical inspection of all 
IRO/DSRISR/Public offices and their internal audit at regular intervals. 

5.2.13 Improper exemption of fee under Article "0' 

As per Article '0' of the table of fee under the 
Indian Registration Act, when a document 
remains unclaimed for more than one month after 
completion of registration, a fee of~ five shall be 
charged for every month or part thereof beyond 
the first month after such completion. The 
amount of fee shall not exceed ~ I 00 in any case. 
The District Registrar is not empowered to waive 
'0' fee except in cases of hardship. 

From scrutiny of the 
Fee Book, Delivery 
Register and 
Exemption of '0' 
Fee Register 
and files of OS R, 
Gopalganj, we 
observed that 8,167 
documents relating 
to the period from 
16 July 2003 to 
19 July 2004 were 

pending for delivery to the persons concerned. The District Registrar, 
Gopalganj ordered on 21 September 2004 to deliver 5,783 document without 
charging '0' fee of~ 2.10 lakh 

The Department stated (October 201 0) that the exemption had been given to 
remove the hardship of the registrant public which was caused due to delay in 
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. Chapter-V: Other Tax Receipts 

signing by the . then District Sub Registrar on the Tmal endorsement of the 
· deeds; The Department further added that the District Registrar-cum-Collector 

had rightly in exercise ofpower conferred under the note to Article '0' and 
'P', waived '0' fee only for a monthwith effect from the date·of order. We ao 

;·not agree because the remission grc;tnted did l1ot:beiong to ··the category o( 
hardship. Besides, actionrtaken against the erring. officer has also not been 
furnished. · - · · · 

-.The ·review indicated ·that the systems established by·. the·. Department for 
assessment, levy and collection of stamp duty and registration fee were . 
deficient. Lack· of provisions in the Acts/Rul~s constrained the Department in 
effecting timely recovery froni defaulters. · 

the Departm~nt failed to. co-ordinate with other bodies/bepartments to collect 
timely information on the number bf documents to be registered leading to 
substantial loss _of stamp duty and registration fee. Moreover, the· Department 
failed to follow various ·provisions· of the Acts/rules. resulting in significant 
amount of non/short assessment and realisation of stamp duty and registration ·. 
fee. · . · · 

The . · Governrrieiit/J)epartment may · consider . implementing . the 
'recommend~ti~ns noted under the respective paragraphs with: special attention . 
to the following to rectify the system and compliance deficiencies: ' . 

® strictly follow the budgetary procedures under provisions of Rule 54 of 
the BiharBudgefProceclures in preparation of-budget estimates;· 

' e ensure that the internal. control mechanism is strengthe~ed and its 
effectiveness. is periodically reviewed;. 

fix the . norms for periodical inspection of all publiC . offices and 
prescribe reports/returns to be submitted by them and their periodicity 
of ~u~mission; · · · · 

prescribe a time frame for instituting revenu~recovecy certificates and . 
follow up actiori thereof; . . 

prescribe a timelimit for sending the referred/impounded cases and its 
fmalisation; arid 

prescribe the rate of incidental expenses for colleCtion of re~enue ori. 
'behalf of a body/authority/SCORE. · · 
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CHAPTER-VI 
NON-TAX RECEIPTS 





We test .checked the recmds of the receipts from water rates, mines and 
l11inerals, forest e~c., during theyear2009~10 andcietected loss/non-recovery 
ofrevenue etc~ and other deficiencies of~ 376.6~ crore in 314 cases which fall 
un4erthe ·following categories: 

During the year . 2009-JO, the concerned .·. Departments accepted 
underass~s&ni.ent and other deficiencies . etc. involving t 305;96 crore in 

. 268eases; of which 23i cases involving ~. 2Sl.5S crore were pointed out 
· during the year 2009-10 and the rest during the earlier years. · 

, I 

A fe~ ill~strative cases involving tax ~ffect of ~). 73 crore ate mentioned in 
'the following paragraphs. · · 

t••/ 
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'--. w6rks .. " 
: contr~ctors to .the 
· .conce·rne·a---: :<DMbS:;· ---~~ 

' _f()r :·. :_. veriflcatidn.-

~~:~~~rS~ .. ···•···.•· 
> ioo8.~b.9 royalty ··~f _ • 
. ~23 .92 ' crore rrom 

- -bills---- --.o,f.:.-the-
contni:ct6rs~ ·-­
us~•-- 'of ' 

and 

DMOs-• 
·of 

---

--.- · J3anlfa; ;J3egusara~; -- BitH~}i, Bhag~J?ur;' 'Gopalgarij ;: -~~~ui; . Khagaria, Lakhisafai,- . -
__ . ~Motthan; Munger, Muzaffarpur; Nawada, Patna aild:Shelkhpura; - _ . 

. • • · · I • ·' ' • · 1· - • J ~ ·' . ... · 
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--, __ l,-·.---__ · 
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... ·· · ~~,§hi;~,~,;ir,w~~if~~~Jk~~~t~~~j 
-~/'_ .' -~-- ·.· .. _.-.;··. -~:. _.,.. .. . :--;~:· ···.}~_"": .. .- ... :- -·~ ~;--:·: . . :;:~~~:-~: 

< 'M! _ana -:'Ni' ;from -tlie 'cciri6ertiea w6ik~'"_ri¢~-hrfuiehi8 ·:\i':~ a~bert~i~c!iii1~7:":_{':i_r:"::z}-
-- genuineness of mining a6tiyities> - -- > ;. -·- -'_,., -. ~> :' --- %~ 

.. ·.·.!.:ifil1i~~~~~;~~f~~~%i~l~ti~~i~d~~ 
· :,us~d--in_coiis1:nlction wor~· in•th~.:irit~rest of ihfra~tiuG4Jr¢developni¢iJ:t;\:We;<·: ---__ \: .. , 
.; do·riot-:agi~-~- ,\Vith- the contention --of:the D~partfrie~t_as· itis not··in.bont<>tmity/;" --,:' ,;:;:-)/;· _ 
_ -;witittheHrvf~1CRuies.aric1-the:bep~rtipenfsordetofJ~mmiry2006,_.-- -- -- ---- ----·--·--•>--_ 

- - -- -- ;_:- - - -- - - --· -'-•'-- - '-- ,,_-_)-_:;:: '-' - --- ' - - --- --

-.-.. _ :·, ·.• 

. : .· -

We -- 'observed 
- between Jmie and 

August2009.that- - -
ill -five2 - district 

·.1Tii~r;_g -offices, - -­
_-_- 2303 brick kilns 
_ 'Y'ere opera~ed in 

bnck - --- - season4 ' 

-_' 2oos~o9; out:·.~f. 
-which . 208 bri~k · 

. kims owners did.; 
· not j:>ay · . due 
.. ·royalty- .... · ··.·of· 

. .· .. ~ 1.07 crore 
. while the other 

•. ·.. ·.· . . . . ·. ' . . . . .· .. . ... · .. ' ; . . . . .. · 22 'owners made . . 
partialpa)'lllent of royalty of ~ 7 .· 13 lakh_againsta.,total ·amount of ~ J L80 . 

·.:,lak-h: ·The:"~6ncefu~d ~UMOs neithei.•:•stoppedfuerr_ .busiiless · .. nor initiated 
·· :. certificat~ pr()ceedl11gs: for. re.alis£!tipir of royalty, - This_.· resulted. in non/short- - ... 
_·reaii&a~1onpf:royalty of~' Ll2 crore.}3esides; simpJe iriterestat th~.-rate of24. 

.. • ';_/}er ¢ent'pef:,:annumon 'tlie 'r()yalty·p~yable_ ~~ also leyiable U1lder. therriles. ' .. 
. . •• •; .~> : -··: .. : '·····.·. ·: :' ·.·• .. ;. :/.' ;. .• ; ·.·•··.··· - < : . . .... ·· . .·· 

After we pointed this ol.lt, the GoyeJ:Wlleiit!Depa,rtment while accepting the · .· 
· , au<Jit obseivation'state<iiri ·septemb¢f 20to thatth~ •;certifiCate cases have been ·• · 
- filed .. · for .•. payment.· (JL.roy~lty~ .•.... Flifther .. • •. developments· ·are awaited 
>(Decerilper·fOlO). ··· · 

. .. _ >i . 

. -- .... 

. .. ~----

. . i: 

.ApVM,Allrang~bad, Gaya, Jeh~nab_ad 3;nd Muzaffarpilr. 
Category-U: 19 and Category-III: :2li .. - · .•.. .· 

·. _-Brick;'~eason-starts fr~mi .the mont~ o{ October' every year:t& March of the- subsequent'. , 
year. • · . , ., ' . 

. :_ .... 
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A udil Report (Revenue Receip ts) for the year ended 3 1 March 201 0 

6.4.2 :\on-ll'\ ~ of prnalt~ for illrgal rrmo\'al of brick rarth 

Rule 40 (8) of BMMC Rules prescribes that the 
penalty for any illegal mining includes recovery 
of the price of the mineral, rent, royalty or taxes 
as the case may be, for the period during which 
the land was occupied by such person without any 
lawful authority. Fwther, Rule 40(1) ibid 
prescribes initiation of criminal proceedings 
attracting punishment of simple imprisonment 
that may extend to six months or with fine which 
may extend to rupees five thousand or both. 
Besides, as per rule 43 (A) of the BMMC Rules, 
Government may charge simple interest at the rate 
of 24 per cent per annum on any rent, royalty, fee 
or other sum due to the Government. 

We ob erved 
beh¥een June 2009 
and February 20 I 0 
that in 175 district 
mining offices, 5146 

brick kilns were 
operated m brick 
season 2008-09 
without paying the 
consolidated amount 
of royalty and 
without valid 
permit. There is 
nothing on record 
about the action 
taken to stop the 
bu iness or levy 

penalty. Thus, taking the minimum price of mineral equivalent to royalty, 
there was non-levy of penalty of~ 2.67 crore. Besides, interest on the royalty 
payable is also leviable under the rules. 

After we pointed this out, the Government/Department stated in September 
2010 that action was being taken by the Departmental officers and certificate 
cases have been initiated for realisation of Government money. The 
Government/ Department further added that no specific provision for 
imposition of penalty lies under BMMC Rules. We do not agree as the mining 
was done without valid pe1mit and as such these cases were to be treated as 
illegal excavation and penalty levied under the Rules. We await further 
developments in the matter (December 20 1 0). 

6.4.3 Illegal opl•ration of mo,·ing brick kiln 

As per Government of India, Ministry of Forest and 
Environment Notification (December 200 I) 
circulated by State Government (June 2005), 
operation of moving brick kiln has been prohibited. 
In case any moving brick kiln is operated, it should 
be closed and penalty should be imposed and legal 
action should at o be taken. 

We observed in 
December 2009 
from inspection 
reports of the 
Mining Inspector of 
di trict mining 
office, Sheikhpura 
that seven moving 
brick kilns 

(category-Ill) were in operation during 2008-09. Neither was any penal action 
initiated for closing the operation of these moving brick kiln nor was any 

6 

$ 

Begusarai, Bhagalpur, Bhojpur, Gaya, Gopalganj, Jamui, Khagaria, Lakhisarai , 
Madhepura, Motihari , Muzaffarpur, Nawada, Patna, Rohtas, Saharsa, Sheikhpura and 
Supaul. 
Category-1 : 08, II : 33 and lll : 473. 
Moving brick kiln - Other than fixed brick kiln and temporary structures 
where bricks are manufactured without having chimney. 
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· Chapter~Vl.' Non-Tax Receipts 

demand for royalty and minimum. penalty equivalent to royalty in terms of 
Rules ibid raised against the defaulting ln'ick ·kiln owners. This resulted· in 

. non-raising of demand of~ sevenlalg1 ~ 3.50lakh as royalty and ~ 3.50 lakh 
as~penalty).Besides, interest-amounting to ~70;756 is also leviable. 

·After we pointed this out, .. the Goyernment/Department while accepting the 
audit-observation stated in September 2010 that_ FIRs were lodged against all 
the defaulters and certificate cases were also instituted against them. We await 

• furtherdevelo'pments in the matter (December 2010): ' · 

- ' 

· Jl)istriict Mining Office,Bamka 
We observed in 

_.September 2009 that 
a · · sum of 
~ 36.64 lakh was 
deducted as royalty 

. from the bills of six 
-works contractors 
. during-~ -the· •· year 
2008-09 for use of 
mineral m earth 
work m · . Rural -
Works Division, 

. Banka. We _further 
observed that the 
works contractors 
who · removed the 
minor mineral had 
not applied for 

- quarrying permit for 
the same. Thus, the 

. _ _ _ , _ ,. . contractors . removed--
the earth illegally for which they were liable to pay minimum penalty 
-equivalenttothe amount o(royalty 1i.e. ~36.641akh in terms of the rules~ But.· 
the concerned DMO neither levied penalty of ~ 36.64lakh nor mitiated any 
action as per rules. -- ' . 

• After we pointed- this_ out, the Government/Department while accepting the 
audit observation stated in September 2010 that DMO, Banka was instructed 

.-·to send the report after taking suitable action. FUrther develqpment is awaited 
· :(I)ecember·20l0). 
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· We· .. _· observed · ih --< 
-.·July 2009 that.tJiiee · · -
-, stone quarries were 
.:.auctioned · -- _ -~~--- _ .• at -• 
~2.89 crore · in 

- - ' 

- March · 2008. The 
._ 'settlees ·had··- to' pay_-

royalty: of ~ 57:81 
lakh' (one fifth ; of 
the auction amount) -
b~f9re. _ _ J~m"llary 

_ 2009 · as the first .-
installment · - for . -· 

'" . -
extraction · · .-and 

._ _ : dispatch ·oL stone. -
· /fl}~jiettle~~- exiracted42,56,350:~ cubic{eet ofston¢:valued ~t -.~- 76:19 lakh {at 
. th.e;rate of-_~ J.79;per ;culjic .feet) btifpa,id only ~. 60.1:8 lakh (March 2009). No . 
' 4erhands ·w~re; however, ~!ai~ed for reMisatiol1 of~ 1~.911al,d1 as myalty of the. 

' :excess :-CJ.liailtliy))f s1:ol1~~ dispatthed:_:j'his-tesuit~4 in short realisation of 

· ~8~altyof~·_l.~J)~::l<lkh .• :-~ :_ · . ·, , : , -__ - . . i _ _ _ _ -_ - ~ _ 
-.- A.:ffer we··pointed this out,' the: GoveiiDnent/DeparttJ;lbit while accepting the _-
----audit observation- stated in-· Sept~mber -2010 tha:t · th,e differential amount is 
.. q~ing real~ sed; .We awai_t :fiirther developments (De~einber 2910).-

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

We:·-: observed ·-.'in 
. . •· December-- 2009 - tha:t • . 

e_igQ.t. > --. .. ~toc~ist-_.. ·-__ · 
licensees 7 .·deposited a·-. 

· sum of ~ 6. 73 lakh 
: against . the due 
·amount of -~ 12.42 
lakh on _· account_ : of .. 

_\,: 

·_ installli:l;t?nts of aticti~n 
arriolint for the years -

·2006' 200i and' 2008 - : . - ' \ '•. ~ : 
. ' . . . . . 

·. with • delays ra)1ging 
betWee)l · 45 · to- 732 
days. . The·. Mines 

.. __ . . . . _. . . . _ .. _ _ _ _ . Deyelopment Offic:er _ 
·neither levied imerest against the bidd.er .n.or was <imy ~ctiontakei:r to cancel~ th~ · · 

-, 
-~, . 

7 · · Stockist licensee is ~ p_erson who has beim granted a lidense t~ stockstcinefor use in • ·· 
the crusher withiti/beyond the leasehold area. · · · :. · · · · · 

·,·; 
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licence as per the rules. This res~ltecl in non-re.ahsation of auction amount of 
~ 5.69lakh and non-levy of interest of~ 1.77 htkh. 

Afterwe pointed this out, the Government/Department while accepting the 
'audit observation stated in September 2010 that the Mining Officer has been 
directed to ensure action as per rules and send a- report. We await furtller 
developments (December 2010). · 

00i\\l£W~~I 

-~J:J.:i;·~~~~~·~-~~~~1 
Flive 8 b·Jriga1til[])n ldlftvfsftl[])ns 

We observed between 
·July · and October 
2009 that Khatiani for 
1 ,00, 144.25 hectare of 
Kharif crop and 
44,848.28 . hectare of 
Rabi crop irrigated 
during the years 
2007~08 and 2008-09 
were not prepared by 
these divisions. This 
resulted in non:-raising 
of· ' demand and 
collection of water 
rates of~ 2.51 crore. 

After we pointed this 
out, EE Tirhut . Canal 
Division No-2, 

. Bettiah accepted the 
audit observation. BE, 

. . Tirhut Canal Division, 
. Muzaffafl)l1r stated that due to flood and consequent loss of crop, khatiani 
could not be prepared. The EEs of the remaining· three divisions stated that 
shortage of staff was the reason for non-preparation of khatiani. We do not 
agree with the above explanations since neither the occurrence of floods nor 
the shortage of staff ~an be a valid reason for failure to collect revenue due to 

. the GoveinJ:llent. · · · . . 

The matter was reported to the Government in April 2010; we await their 
reply (December 2010). 

8 Tirhut Canal Division no. 1, Bettiah; Tirhut Canal Division no. 2,. Bettiah; Water 
ways Division, Jehanabad; Son~ Canal Division, Khagaul and Tirhut Canal Division, 
:rviuzaffarpur. · 
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·· . ·A~dit Report(Re;enue Receipts) for the yeai e~ded 3llvfarch 20) 0 .. 
- .··. .· '. ·.-· .,. . . . ,. ·. .. . 

. •· Three9 ·irrigation divisions · · 
i. 

:we observed between -
;July 2008 and October 

\ .. [2009 · . that· · the 
·1nanagement . of the 
:Canal · System for 
'irrigable area was 

·· 1transferr~d . to 1610 

'·Wrishak · Samittes 
relating to the. period 
2007-08 and 2008.,09 as· 

_:per the MODs ... The 
:Water rate· recoverable 
,f·'.· . 

from water users during 
2007-08 ·and 2008-09 

>was arrived at 
~ 3.09 c:t:ore ( Kharif . : 
. 2~08 · crore; Rabi: · 

.. ~ LOl crore) calculated 
ion the basis of'area of 

· · irrigated l~nd at the rate 
pf~ 88 and ~ 75 per 

. ~ere for kharif and rdbi 
· Grops · .respectively 

against which. the 
·Government· share 

. (30.per, cent) amounting 
to ~ 92.70lakh ·was 

"I ~. " • . 

. required to be deposited 
.ihto the Government 
account by the Samities. · · 
The. Samities, however, 
'~eposited' · - · . only 
~ 16.92lakli, .. out ' of 
which a .. sum of 

. . . ·. . . . . . .. _ ~ 1.29lakh relating to 
. :the period 2001::08 to 2008~09 was deposited in the ye~r2009-1 0 and20 1 0~11 
.· '· •. ' :., · .. · .... :-·-. . . . . " .. ·' . '• - : ·. ·. · ... · ... · ·.·'.· ... ··1:.·"· . . . · .. _·. . . '. 

,. by.two Krishak Samities (Koilwar and,Sakla) as. reported by the. concerned · 
. · . divisions in ]"une2010 leavinganmin:~alised balance of~ 75.78lakh. . 

. · ...... Thou~Para7 of Form 7ofthe MOU r~qtiired the Sd/nitiesto subll1ita copy 
. . . of its Annual Financial.Balance Sheet to the EE,. no, such Balance Sheet was 

·. ·. · ·available with the.Division. Consequently, neither.\Vasjthe EE able to ascertain ... 
· the cortectries~ or.apptopriatt;iness of expenditure of the balance70 per cent 

retained by the . Samities for the putpose of repair, maintenance and 
-' . . . . . - ' 

· . .;_ 

_ .. 9 . - . i, ~ . . 
Sone Canal Division, Ara, Ganga Pump Canal Division,: Chausa, Buxar and Sone 
CanafDivision,·Khagual, Patna, ·.· · ·:. . 
Ani: 3; Buxai: : 5 and'Khagaul : 8. 10 
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development of canal system, nor were the records of the Samities inspected 
by the concerned EEs. 

It was further observed that under Sone Canal Division, Khagaul, though the 
MOU with the Samities signed in November 2002 for a period of five years 
had expired in November 2007, no further extension of the MOU was entered 
into and these Samities were illegally collecting water rate from the water 
users. However, in the other two divisions the MOUs were signed in 
December 2005 and were in force during audit scrutiny. 

After we pointed this out, the EEs concerned stated that con·espondence was 
being made and directions were being issued to the Samities for deposit of the 
amount. Further report is awaited (December 201 0). 

We reported the matter to the Government in April 2010; their reply is awaited 
(December 20 I 0). 

Patna 
The 

l " 

New Delhi 
The 

/ 

011 

(PREMAN DINARAJ) 
Principal Accountant General (Audit), 

Bihar 

Countersigned 

(VINOD RAJ) 
Comptroller and Auditor General of India 
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ANNEXURE-I 

(Refer: Paragraph 1.2.3) 

Non~ production of records to Audit for scrutiny 



Cfudit.8eport(R,evenue Receipts) fat th~ y~at ended31 March }o 10 

:':,;··· 

.-~ 

·--~ 
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I. I Bettiah I M/s Mahabir Construction 
10260696085 
M/s Narayani Nirman 
10260708016 

2. I Danapur I M/s Aqua Softech pvt ltd. 
10041343098 

3. I Patliputra I M/s U.P. State Bridge 
Comoration I.ld. 
1005114032 
Mls Chankya Technos 
10050326074 

4. I Patna M/s S.B.Industries 
Central 10150051095 

5. I Patna South M/s United Te1elink Pvt lld. 
10123146011 
M/s Genesis Enternrises 
10120689098 
M/s Link.-well Telesystems 
Pvt Ltd. 
10122317049 

6. I Patna I M/s Pat1iputra Equipments 
Special Pvt. Ltd. 

10010651037 
7. I Raxaul I M/s Perfect International 

&;xport and Imoort 
10320438094 

2006-07 

2006-07 

2008-09 

2006-07 
2007-08 

2007-08 

2008-09 

2005-06 

2005-06 

2005-06 
to 

2008-09 

ANNEX U RE-111 
(Refer: Paragraph 2.12) 

Application of incorrect rate of tax 

Stone chips etc 30.52,150.00 12.5 I 
4 

Stone chips etc I ,35,29,576.00 12.5 
4 

Packaged 30,94,593.00 12.5 
Drinking Water 4 
Stone chips etc. 4, I I ,66,863.25 ill I 

4 

Stone chips etc. 18,73,610.50 12.5 
4 

I 
Packaged 1,25,98,155.02 12.5 I 
drinking water 4 
Mobile Phone 12,40,60,642.02 ill 

4 
Submersible 2, 77 ,22, 793.96 ill 
Pump etc. 4 
PCO Billing I 0,63,04,031.52 ill 
Machine 4 

2,59.432.00 I 97.287.00 I 7,78,296.00 I 

II ,50.0 13.96 4,31,255.00 34.50,041 .88 1 

2,63,040.40 74.966.40 7,89.t2t.2o I 

34,99,183.38 I 15,68,068.86 I 1.04,97,550.141 

I ,59,256.89 I 50.165.64 I 4,77.770.67 I 

10,70,843.151 88.243.53 1 32,12,529.45 I 

I .05,45,1 54.57 71 ,17,979.33 3,16,35.463.71 1 

23.56,437.48 16,25,941.76 70,69.312.44 1 

90,35,842.67 40,63.452.50 I 2, 71,07,528.0 I I 

2007-08 I Excavator etc. I 40,40,47.302.87
1 

ill I 3,43.44,020.741 1,18,48,687.15 I 10,30,32.062.221 
4 

Stone chips etc 2.0 1,62,002.12 ill 17,13,770.18 5,39,837.55 51,41,310.54 
4 
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11,35.015.00 

50,31,310.84 

11 ,27.128.00 

1 ,55,64,802.38 

6,87. I 93.20 

43,7 1,616.13 

4,92,98,597 .61 

I, 10,51,691.68 

4,02,06.823.18 

14,92,24, 770.11 

73,94,918.27 



. ' I. 

AuditReport (Revenue Receipts) for the year ended 3 TMarch 2,010 

. ANNEXURE-IV- . 

(Refer: Paragraph. 5.2. 7)' 

Refund!. of stamps to.the executmits by the Deputy Collector (Stamps) 
".\ . ' ... 

· .. · .. · ' 
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