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- ~Thrs Report for the year ended 31 March 2010 has been prepared for

: subrmss1on to the Governor under Article 15 1 (2) of the Constltutron

’][‘he audit of revenue rece1pts of the State Government is conducted under

_Section 16 of the Comptroller and Auditor General’s (]Dutres Powers and
Cond1t10ns of Servrce) Act, 1971. Thls Report presents the results of audit of =

' recelpts compnsmg taxes on sales, trade etc., state excise, taxes on vehicles,
land revenue, other tax receipts, mineral concessmn fees and royaltles and
other non—tax rece1pts of the State '

The cases menttoned in thrs Report are among those Wthh came to notice in -

the course .of test audit of records during the year 2009-10 as well as those
wh1ch came to notice in earher years but could not be covered in prev1ous
-reports . : :






| OVERVIEW _

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
findings 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 non-tax
revenue of I 1,670.42 crore. The receipts from the Government of India were
T 25,766.74 crore (States’ share of divisible Union taxes: T 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 2010
but not settled by June 2010 stood at 4,150 and 21,968 respectively involving
T 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
T 766.96 crore by 17 dealers resulted in underassessment of tax of T 610.40
crore including leviable penalty.

(Paragraph 2.10)

Irregular claim of ITC by the dealers in two commercial taxes circles resulted
in excess allowance of ITC 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 3.6.10)

. 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
T 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)

viii
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In four district transport offices, 7,498 professional driving licences were
granted to ineligible persons which resulted in loss of revenue of ¥ 15.75 lakh
and also involved road safety concerns.

(Paragraph 4.11)

A review on ‘Levy and Collection 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
T 1.42 crore in test checked districts during 2004-05 to 2008-09.

(Paragraph 5.2.8)

oy 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 I 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)

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

(?’ in «;mre)

‘The above table indicates that during the year 2009-10, the revenue raised by
the State Government  9,760.09 cfo_re) 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

b 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 Head — 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 recelpts of the State mcreased in 2009 10; compared to 2008-09 from
%:32,980.69 crore to: T 35,526.83 ‘crore, the: grants-in-aid received from the
Govemment of India decreased by X 397.96 crore in 2009-10. The overall
- increase -of 33.22 per’.cent in revenue raised by the State Government
*(%9,760.09 crore) during 2009 10 as compared to T 7,326.06 crore during
- '2008-09 was- mainly due ‘to : -2 31.05 per cent increase in tax revenue and a
44,84 per cent increase in non-tax revenue as detalled in paragraphs 1.1.2 and

._1 1.3: The trend of increase of revenue ralsed by the State is required to be;
mamtamed In subsequent years :

112 The following table presents the detalls of tax revenue ralsed durmg the
pemod 2005 06 to 2009 10. .

(? in crore).

The ]Departments concemed reported. the followmg reasons for variation in
‘ 'colllectnon of tax revenue m 2009-10.as compared to the year 2008-09:

State Excise: The increase (59 27 per cent). was due to increase in the number
- of retail excise shops settled under the new excise policy. -

:Stamp duty and regnstmtmu fees: The increase (39 33 per cent) was due to

the revision of the minimum value regtster of the urban areas of the State with
effect from April 2009. - : S
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The other Departments did not inform (December 2010) fhe reasons for
variation, despite being requested (between May and August 2010).

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

(X in crore)

The reason for increase (30.58 per cent) under Nom-ferrous mining and
metaliurgical 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 2010) the reasons for
variation, despite being requested (between May and August 2010).

The PAG (Audit) Blhar conducts penochcal inspection of the Government
Departments to test check the transactions and verify the maintenance of the
important accounts and other records as prescribed in the rules and procedures.
These inspections are followed up with the Inspection Reports (IRs)
incorporating irregularities detected during the inspection and not settled on
the spot, which are issued to the heads of the offices inspected with copies to

3
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the next higher authorities for taking prompt corrective action. The heads. of
" the offices/ Government .are required to prbmpt]ly comply with the
observations contained in the. IRs, rectify the defects and omissions and report
compliance through mltnal reply to the PAG. w1th1n one month from the date of
. issue of the TRs: Senous financial mfegularltles are reported to the heads of the
Departments and the Government.

A teview of inspection reports 1ssued upto December 2009 dlsclosed that
21,968 paragraphs involving X7, 876. 02 crore re]latmg to 4,150 IRs remained
‘outstanding at the end of June 2010 as mentloned below a]long with the
correspondmg ﬁgures for the precedmg two years:.

. The Department-wise details of the ][Rs and parag‘faphs outstanding_ as on 30
June 2010 and the amounts involved are mentioned in the following table:
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“The. Department of Flnance 1ssued d1rect1ons (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 India within

~six-weeks. The PAG forwards the draft paragraphs to. the Secretaries of- the

' _;_00ncerned Departments through demi-official letters drawmg their attention to

~the audit findings and requestmg them to send the1r response within six weeks.

- The fact_ of non-receipt of the replles from the Departrnents is invariably
mdlcated at the end of each paragraph mcluded in. the Audit Report

’l‘wenty four draft paragraphs and to Teviews mcluded in this- Report. for the
" year ended 31 March 2010 were forwarded to the Secretaries of the concerned
Departments between: May and September 2010° through detni-official letters.
The Secrétaries of the various Departments sent replies to the two reviews,
12 draft paragraphs and partlal replies to five draft paragraphs while replies to

" seven draft paragraphs have not been received.. These have been 1ncluded in
th1s Report W1thout the response of the Government/Departments

Mmﬁi‘:ep* it

The ‘J,Departments of the Government are’ requ1red to prepare detarled
explanatrons (Departmental notes) on-the. audit paragraphs and send it to the
- Public Accounts Committee-within three months of an Audrt Report bemg
:‘."’presented to- the State Leglslature T e '

, We rev1ewed the- posrtron and found that as of October 2010 12 Departments
‘had".not furnlshed the ]Departmental notes in’ respect. ‘of 161 paragraphs
mcluded iri the Audit Reports for the years between 1990-91 and 2008-09 for
' ettmg The delay ranged from one month to over 16 years as mentloned
below ’ : : S :
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‘The delay in submission of Departmental notes is indicative of the fact that the

“heads of the offices/Departments did not take prompt action on the important

issues highlighted in the Audit Reports: that involved large sums of unrealised

revenue, the recovery of some of which could bebarred by limitation now. - '

During the yéars between 2004-05 and 2008-09;, fhe Departments/vaernment
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:

& in crore)
I oy
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The eoneerned Departrhents did_nOt inform (December 2010) the up-to-date
“position of recovery, despite being requested (betwee'n May and August 2010).

In 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 and Geoﬂugy Departmeut was evaluated. The

" succeeding paragraphs - 1.3.1 and 1.3.2 discuss the performance 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. - :

The summarlsed position of mspectron reports 1ssued dunng the last 10 years,
paragraphs included in these reports and their status as on November 2010 are
‘ tabulated below : : :

(% in crore)

" In view of heavy accumulation of pending IRs/paragraphs the responsrblhty
_-of disposal of pending IRs and paragraphs upto the year 199596 was left to
“the Department (August 2006) except in cases of outstanding 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.
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-The pos1t10n of paragraphs 1nc1uded in- the Audit Reports of the last 10 years
and those accepted by the Department are mentloned below:

R in crore)‘_

The above table shows that out of T 230. 88 crore involved in 27 paragraphs o
included in the Audit Reports for the ‘years . 1999 2000 to - 2008-09, the .
.Government/Department accepted T 44.99 crore involved in 11 paragraphs

A agalnst whrch 10 recovery. could be effected

_ ‘The Government@epartment may take effectrvc steps for recovcry of.
_‘ f‘Government revenue :

-}The draft performance reV1ews conducted by, the PAG are forwarded to the
~concerned- Departments/Government for their - 1nformat10n wrth a request to
furnish their replies. These reviews are also discussed in an exit conference

jand the Department s/Government’s Vrews are- 1nc1uded ‘while finalising the
_ TeViews. for the Audit Reports. ‘ : :

" Two reviews containing nine recommendatrons were- featured n the Audrt :
‘Reports 2001-02 and 2006-07-on receipts of Mines. and Geology Department.

- We are. yet to receive any reply. regardlng acceptance of the recommendatrons

: and actlon taken thereon (December 2010)
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Year of AR Name of the Number of Details of the Status
review recommendations recommendations
accepted
2001-02 Mineral 4 Reply of the -
Receipts Government/Department
awaited
2006-07 Receipts 5 Reply of the -
from mines Government/Department
and minerals awaited
1.4 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 i1s 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 efc.

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

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

.5 Results of audit

1.5.1 Position of local audit conducted during the year

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
32,399.68 crore in 2,092 cases. During the course of the year, the
Departments concerned accepted underassessment and other deficiencies of
T 1,784.41 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 Report
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

10
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" and registration fee’ relating to short/non-levy of tax, duty and interest,

- penalty efc. involving financial effect of ' ¥ 977.82° crore. The
: .Departments/Government have - accepted audit Observations involving -

-+ §.96.16 crore-out of which I4.49 lakh has been recovered. The replies in.the
.- remaining- cases have. mot been ' “received (December 2010) These -
,'vparagraphs/rewews are d1scussed in the succeedmg chapters II'to VL. "

1T
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CHAPTER-II: COMMERCIAL TAXES

2.1

The collection of commercial taxes' 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 1is 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 nine’
administrative divisions, seven appeal divisions* and four audit divisions * 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

Tax administration

R.2 Trend of receipts

2.2.1 Taxes on sales, trade etc./VAT

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

(T in crore)

Year Budget Actual Variation Percentage  Total tax Percentage of
estimates  receipts excess (+)/ of variation receipts of actual Sales
shortfall (-) the State tax/VAT receipts
vis-a-vis total tax
receipts

2005-06 2,356.31 1,733.60 (-)622.71 (-) 2643 3,561.10 48.68
2006-07 236467 | 2.081.49 (-) 283.18 (-)11.98 4,033.08 51.61
2007-08 2,.879.93 | 2.,534.80 (-)345.13 (-)11.98 5,085.53 49.84
2008-09 293772 | 3,016.47 78.75 2.68 6,172.74 48.87
2009-10 394803 | 3,839.29 (-) 108.74 (-)2.75 8,089.67 47.46

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

Commercial taxes include taxes on sales, trade etc./VAT, entry tax, electricity duty
and entertainment tax.

Bhagalpur, Central, Darbhanga, Magadh, Patna East, Patna West, Purnea, Saran and
Tirhut.

Bhagalpur, Central, Darbhanga, Magadh, Patna, Purnea 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./VAT
receipts to the total tax receipts (% 8,089.67 crore) of the State during 2009-10:

Position of taxes on sales, trade etc./VAT in the total tax receipts
during the year 2009-10 (¥ in crore)

[03839.29, 47%

@ Other Tax Receipts [ Taxes on sales, trade etc./VAT

The variation 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:

4
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(X in crore)
Year Budget Actual Variation Percentage Totaltax Percentage of
estimates  receipts of receipts actual entry
variation of the tax receipts
State vis-a-vis total
tax receipts
2005-06 312.00 613.38 301.38 96.60 | 3,561.10 1722
2006-07 603.64 783.01 179.37 29.71 | 4,033.08 19.41
2007-08 381.33 937.87 556.54 14595 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:

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

0 1613.16, 20%

liOther Tax Receipts [ 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 T 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.

(T in crore)

Year Opening balance of Amount collected Closing balance of
arrears during the year 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

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

Assessee profile

The Department did not furnish (December 2010) 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 returmns etc.,
despite being requested between August and October 2010.

16
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BE Al off colllsetly |
‘The break-up of the total’ collection "at» the pre-assessment stage and after
‘regular assessment of taxes on sales, trade etc./VAT during the year 2009-10

and the corresponding figures for the. precedmg four. years as-furnished by the
Finance (Commer01al Taxes) Department is mentroned in the following table:

' , (? in crore)_

Pennl s

8

Thus the percentage of tax collected before regular assessment consrstently'

. increased over the period 2005-06 to 2008-09. Thls however decreased by
2.28 per cenit durlng 2009- 10 over the prev10us year

Durmg the perrod 2004 05 to. 2008 09 we have through our mspectron _V
- Teports, pomted out non/short levy, non/short reahsatlon underassessment/loss-
" of revenue, ‘incorrect exemption, - concealment/suppressmn of turnover,

~application of incorrect rate of tax, incorrect computatron etc., with revenue

. implication. of T1,216.89: crore in 2,288 cases in respect of” taxes on sales, -

trade etc./VAT. Of these, the Department/Government had accepted -audit
observatlons in 271 cases involving ¥ 644.13 crore. The recovery, however,
was _]US'[ ? 1.48 crore as. shown in the fol]lowmg table

(T in crore).

e

7

.. \\AI
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- -This neg11g1ble recovery o of : 48 crore (O 23 per cent)-“agamst accepted casest
. involving: ¥ 644.13 “crore mdlcates lack of . promptness on' the part of the-
Government/Departme t m recovermg the Gov fnment dues: .

»ent tak ) pproprlate steps to recover' B

’ts relatmg to commerCIal-" )
er - u‘regulantles 1nvolv1ng
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]Durrng the course: of the year the Department accepted underassessment and
- other deficiencies of ¥ 920 97 crore in 806 cases,.of which 754 cases involving’

T 901.22 crore were pomted out dunng 2009-10 and the rest in the earlier
© years., An amount of 4 52 21 lakh was reahsed in. 110 cases durmg the year

2009 10. s S SRR : :

A few ﬂlustratrve cases 1nvolv1ng 3 841 96 - crore are mentroned in the V
followmg paragraphs B Lo . . ,

0ur scrutmy of the records of the Commerczal T axes Department revealed
- several cases of non- compliance of the ‘provisionis of the relevant Act/Rules
and Departmental orders as mentioned in the succeedzng paragraphs of this
" chapter. These cases are zllustratzve and are based on test checks carried out
by us. Such omissions on: the part of the Departmental oﬁ‘icers are pointed’
out by us each year, but not only do the- zrregularztzes persist, they also-
-remain undetected till-we conduct aiidit. There is need for the Government to -
N 1mprove the znternal control system and the znternal audzt

. We. observed  that ~the.
o Government/Department

did ot - prescribe - a
mechanism. for  cross

_turnovet- as. disclosed in’
| ‘the returns with other
records of the dealer like
‘utilisation statements of :
‘road permrts ‘declaration

' « . ~ forms as well as ‘Tax
Audlt Report (TAR) or 1nformat10n of sales and purchases obtamed from the
' records of other dealers wh11e scrutmrsmg the returns ’

2. 10. 1 Between March 2009 and March 2010, we observed that 16 dealers (12

“self assessed, _three - scrut1n1sed and one assessed) purchased/sold goods of
?’ 1,035.06 crore during the period 2005-06 to-2007-08 .as shown in their
purchase/sale statements, utilisation statements of road permrts/declaratron
. forms -and TAR. They, however, accounted for- T 953. 32 crore only in their
- returns thereby suppreéssing purchases/sales of goods Worth I81.74 crore. As .-

the ‘Department had ' not . issued "any - instruction - for cross "checking the =

information; the AAs could not detect the suppression in cases where the audit
- findings were based on the self assessed/scrutinised returns. and in the one
remalmng case (Sltamarhl) the AA could not detect the suppress1on desprte' .

Barh Gaya Ha_uphr Madhepura Pathputra, Patna Spec1a1 Patna West Shahabad .
Sltamarh1 and Teghra
/ L

yenﬁcatron "~ of  the '
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- the assessment being done in October 2008. This resulted in underassessment
of tax of ? 62.22 crore including penalty of ¥ 46.67 crore. '

~ After we pomted this out, the Government/Department raised demand of
¥ 3.03 crorein 11 cases including one case of Patna 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 accepted cases ‘and rephes in the

remaining cases: (December 2010).

2.10.2 We observed in March 2010 from the self assessed returns of a dealer
of petroleum products registered in Patna Special circle that the 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 T 685.22 crore. Due to absence of the aforesaid provision, the AA
could - not detect' the suppression of turnover “which resulted. in

e ’underassessment of tax of <.548.18 crore including penalty of ¥ 411.14 crore.

Aftet 'we' pomted this out the - Government/Department in August 2010
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 the values of receipts and value. of sales and any change in

* the value of receipts in TAR Would only impact the residual profit/loss which

. is meaningless and therefore it can be concluded that no sale has escaped
taxation and that there has been no under reportmg of tax 11ab111ty The reply is
. not correct because the audit observation relates 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 reportmg of receipt in quarterly
~ returns filed under VAT occurred prlmarlly in the second and fourth quarter

due to tlme lag. Thus, it is clear that an erroneous valuation process was

- adopted in arriving at the purchase value while filing the quarterly VAT return

- leading to suppressron/under reporting of purchase value under VAT. Further,
~under section 31 (2) of BVAT Act, tax and penalty on the concealed purchases
~ was also leviable.
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- 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
T481.63 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 -
‘ : T196.04 crore only -
to the purchasmg dealers and reahsed tax of ? 25 05 crore thereon. Thus, the
purchasing dealers were ‘entitled to ITC of ¥25.05 crore only. This resulted in
excess claim of ITC of T 25. 73 crore. The penalty for th1s excess claim works
~ outto¥ 77. 18 crore.. :

2. 11.2 We observed in March 2010 from the self- assessed return of a dealer of
~ Patna Spec1al Circle that he availed of ITC of T 20.82 crore on the purchase of
- goods valued at %154.69 crore in his annual return during 2006-07. Howevet,
.as per the purchase figures shown in the annual return, the dealer was entitled
- 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: for this excess clalm works out to ¥ 16.70 crore.

.2.11.3 We observed in January 2010 from the self assessed return of a dealer
of Patliputra circle, for the period 2005-06 to 2007-08, that the dealer who was
eligible for ITC of ¥ 3.62 crore claimed 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 ¥ three crore. The
~penalty for this excess claim works out to 4 nme crore.

- l[rregular claim of ][TC in all the above cases resulted in excess allowance of
the ITC of ?’ 137.17 crore including leviable penalty of ¥ 102.88 crore.

After we _pointed this out, the Government/Department accepted the audit
observatron of Patliputra C1rcle and raised demand of ¥ 12 crore. Further, in

‘ :J'anuary 2011, the AA Patna Special circle stated that hearing in these cases
- has not beer completed yet. We await the report on recovery in the accepted
"cases and further development in. the remalmng cases (December 2010).
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We - observed
between June 2009
and March 2010 that
11 dealers (five
assessed and six self
assessed) assessed
‘ their tax at the lower
rate of four ‘per cent on the sale of various 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
~ penalty of ¥ 19.32 crore (Annexure-III).

- After we pomted this out, the Government/Department accepted the audit
observation in 10 cases and raised demands for ¥ 10.79 crore. We await the
report on recovery in the accepted cases and reply n respect of the remarnmg
case (December 2010) :

We 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 <7210 crore

. during the period
2005-06 to 2007 08. The mputs 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 penalty of ¥ 2.33 crore.

After we pomted this out the Government/ Department accepted the audlt
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. We await further replies (December 2010).

Bettiah, Danapur, Patliputra, Patna Central, Patna South, Patna Special and Raxaul.
7
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We observed . between
October 2009  and
February 2010 from the
self assessed returns of
six - dealers- (works
contractors) that they
-availed of deductions of
% 2773 crore during
2005-08 on items which
~were not eligible for
-deduction - under the
- Act. This resulted in
~ short levy of tax of
X 1.85 crore calculated
on the - apportioned
value of materials of
15.96 crore.

After we pointed this
out, - the Government/
, Department accepted .the audlt observation in respect of three® circles and
raised a demand of ¥1.02 crore. in three cases. We await the’ Teport on
recovery in- the accepted cases and rephes 1n the remammg cases

' (December 2010) : : :

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 hablhty as

< 86 78 lakh only, instead of the correct amount of tax of < 110.87 lakh. This

incorrect assessment of tax liability remained undetected by the AA resultmg '
in short recovery of tax 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 upto March 2010 The total mmpact of the above case

- works. out.to %1.09 crore. ’

Begusara1 Forbesganj, Hajlpur Pathputra and Patna South
Hajlpur Patliputra-and Patna South '
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- After we fibinted; this “out, the deernmen_t/Department*-'-accepted‘:the—i' audit -

observation and raised demand for ¥ 29.52 lakh. The reply, however, does not
explain the reason for non—ralsmg of demand for the differential amount of:

Z 79 73 lakh. We await the report on recovery (]December 2010)

i short levy of tax of T 4. 62 lakh.

We observed between

- 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
1 surcharge. This: resulted

After we pomted this- out, the Government/Department accepted the audit
observat1on and raised demand for I 84.62 lakh. We await the report on

: recovery (December 201())
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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
.2007 stating the stock
as ‘Nil’. But the
Annexure ~ to  the
_dealer’s TAR for the
~period 2006-07 showed
- closing stock of goods-
of z 1. 18 croré as on 31 March 2007, thereby mdrcatmg that the declaration of.
“Nil” stock in the apphcatron for cancellation of registration was false. But this
fact was not detected by the AA resultmg in non-realisation of tax to the tune
of T 12.88 lakh. Further, the dealer was also liable for payment of penalty of
- ¥38.64 lakh along w1th interest of ? 6. 96 lakh .resultmg in undetected revenue
dues of ¥ 58. 48 lakh. =

' After we pointed this out ‘the: Government/Department accepted the audit
~ observation and raised demand of X 12.88 lakh We awalt the report on
E recovery (December 201 O) :

~We observed
between February -
and March 2010
from ‘the self
assessed return of
a dealer that he
‘made  interstate
sale. of High
Speed Diesel and
Light- Diesel Oil
of T 15.58 crore

dealers  during

25
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- 2007- 08. on which tax :of % 3.12 crore at the rate 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
X 1.77 crore on the
import of scheduled
goods  valued at
%40.68  crore and
claimed an entry tax
adjustment ~ ~ of .
T 1.71 crore towards
his VAT liability. We
- further observed that
this adjustment.
: included goods worth
% 9.83 crore that were not sold but 1nstead 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 T 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 ¥ 19.75 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'f(lDecember- 2010).
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We |
“September- 2009  and

‘self-assessed returns of four
- dealers that they were not

either small or medium
“industries as per the

investment in plant and
machinery durmg 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 mterstate sales of T 4.21 crore, wh1ch remamed undetected by the AAs.
- This incorrect allowance of concessmnal rate of tax’ resulted in short levy of
‘taxof?904lakh -

observed - between

February 2010 from the -
“falling under the criteria of :

-prescribed - parameters of

[

Adter we pomted this out the Government/Department accepted the audit -

observatron in respect of Hajlpur circle and raised' demand for ¥ .3.59 lakh in
two cases. We await the report on recovery in accepted cases and replres in the
remammg cases (December 2010).

o M1cro enterpnses 1nvestment in plant and machmery not exceeding T 25 lakh.
Small enterprises : more than¥ 25.lakh but not more than¥ five crore.
Medium : more than ¥ five crore but not more _than'(’ 10 crore. '
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We cross checked the
utilisation of road
permits,  declaration
forms, purchase
statements,  trading
and  manufacturing
accounts efc. with the
returns filed by five

- dealers (self assessed).

and observed between
May 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 scrutinise the

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

10

 in lakh)

Bhagalpur, Danapur, Gaya, Muzaffarpur West and Patliputra.
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5 Patliputra 2006-07 | Telecom goods 51.997.44 15,167.36 606.70 | 33 months 2,727.09
1 B 36,830.08 1,820.08 300.31
Total 61,252.17 23,.839.12 | 1.302.98 446.50 5,658.43
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'' circles. We await the report on recovery in the accepted cases and the

reply in respect of Danapur circle (December 2010).

2.22 Application of incorrect rate of tax

Four'? Commercial Taxes Circles

werassessed.

Under the provision of the BTEG Act, 19%\
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 Government.
Further, interest at the rate of 1.5 per cent per
month is also leviable on the amount

W

We observed between
May and December
2009 that nine dealers
(self assessed)
imported  scheduled
goods of ¥15.61crore
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 entry tax at incorrect rates. This resulted in short levy of entry tax of
¥ 1.23 crore including interest of ¥24.26 lakh as mentioned below:

Rate of
tax

Amount
short
levied

Name of Year

commodity

Name of circle Import

No. of dealer value

Leviable

(in per
cent)

Period of
interest
Amount of
interest at the
rare of 1.5 per
cent per month

(T in lakh)
Total

1 Bhagalpur Tobacce | 200607 |  20397] 8 612 | 136025 months | 752
3 and 5 1.40
2007-08
2 Hajipur Tobacco 2007-08 370.49 16 40.75 17 months 51.14
2 product 5 10.39
Electrical 2007-08 268.19 8 10.73 17 months 13.47
goods 4 2.74

Bhagalpur, Gaya, Muzaffarpur West and Patliputra.
‘ Bhagalpur, Hajipur, Muzaffarpur West and Patliputra.
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-‘After we pointed this out, the Govemment/Department accepted the audit

observations between September 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 perrod from 6 November 2001 to

31 March 2008. Hence, the rate specified for tobacco (i.e., five’ per 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 Aprrl 2008 (Amendment and
Validation Act, 2008), the Government validated all the previous notifications.
As such the rate of entry tax on tobacco at eight per cent was applicable
during the year 2007-08 as per S. 0.-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

Trend of receipts

The variation between budget estimates and actual receipts from State excise
during the period 2005-06 to 2009-10 along with the total tax receipts during
the same period is mentioned below:

(T in crore)

Year Budget Actual Variation Percentage Totaltax Percentage of
estimates  receipts excess (+)/ of receipts actual
shortfall (-) variation of the receipts vis-a-
State vis total tax
receipts
2005-06 335.00 318.59 (-)16.41 4.90 3,561.10 8.95
2006-07 400.00 381.93 (-) 18.07 452 4.033.08 947
2007-08 500.00 52542 2542 5.08 5,085.53 10.33
2008-09 537.69 679.14 141.45 26.31 6,172.74 11.00
2009-10 850.00 | 1,081.68 231.68 27.26 8,089.67 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
@
S 8000 ",
£
o /
£ 6000
g o ”/
g A
@ 2000
u = L T T ] 1
2005-06 2006-07 2007-08 2008-09 2009-10
Year

—&— Total Tax Receipts —8— Actual Receipts —&— Budget Estimates I

Further, the chart below depicts the contribution of State excise receipts to the
total tax receipts (¥ 8,089.67 crore) of the 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)

1081.68, 13%

[I Other Tax Receipts [ State Excise Receipts

3.2 Cost of collection

The gross collection of State excise 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 relevant all India average percentage of
expenditure on collection to gross collections for the relevant previous years
are mentioned below:

(T in crore)
Gross collection Expenditure on Percentage of  All India average

collection expenditure to percentage for the

gross collection previous year
2007-08 52542 22.14 4.21 3.30
2008-09 679.14 24.15 3.56 3.27
2009-10 1,081.68 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 Impact of audit

Revenue impact

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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~(Z ﬁh‘ crcre)

_This low recovery of ¥, 57 lakh (0 63 per cent)- agamst the accepted cases -
involving ¥90.07 crore :indicates lack of promptnéss on - the part of the
: Government/Department in realising the Government dues. -

“We recommend that the chemmeht take apprcprnate steps to reccver,
) 'the amcunt inveolved, at Eeast in accepted cases.

‘There is an internal audit wing called Finance (Audlt) Wthh works under the
Finance Department and internal audit of the different offices of the
4Government is conducted. on ‘the baSIS of reqursltlons received from the
admlnlstratrve Department o - '

“An audit team of Finance (Audlt) compnses 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 observatlons issued and -
- amount mvolved ini the cases. Y

i

7 ]Durmg 2009—10 our test check of the recotds of 39 units relatrng to State

‘excise revenue revealed underassessment of tax and other irregularities
involving ¥ 451.60 crore. in 175 cases which" fall under the following
categorles

® in crore)
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) _
- +"During the course of the year, the Departrnent accepted underassessment and -

~ other deficiencies of <. 305.42 crore in 152 cases, of which 140 cases inivolving
- ¥ 300 21 crore were. pomted out durmg 2009-10 and the rest in earher years.

-Audit ﬁndmgs of the réview on -‘Levy and collectlon of State excise
revenue’ with financial impact of < 10s5. 68 crore are mentloned in the
~ following paragraphs '
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" Due to non/delayed settlement of excise shops co'upled with. non-operation of
‘shops by the. Department/through BSBCL, the Government sustained a loss of -
- X 134.29 crore in the shape of 11cence fee

(Paragraph 3.6. 9 1 and 3. 6 9.2)

~ Dueto absence of a mechanlsm of | perrodlc review .of shop wise - 11ft1ng of
liquor against allotted MGQ, short lifting of liquor. by the licensees remained
unnoticed leading to a Ioss of Government revenue of ? 94.61 crore

a R L (Paragraph361®)-

‘ Due to delayed 1nst1tut1on of certlﬁcate proceedlngs for recovery of arrears,
. there was loss of revenue of 33.14 crore n the shape of mterest '

(Paragraph 3.6.12. 2)

- The mternal audit was weak as ev1denced by the. low quantum of departmental '
- rnspectrons ‘non-maintenance of reglsters and lack of internal audit.

| (Paragraph 3.6.13)

'Entry 8 of list II of the Seventh ' Schedule of the Constltutlon of India - :
-~ -empowers the State’ Government to levy and collect excise revenue. In Blhar T

 the production of potable hquor is primarily derived from molasses, which is a
“by-product of sugar factories producmg 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 Molasses (Control) Act, 1947 and Rules
~framed thereunder; while the levy and collection.of excise revenue is governed
" bythe Brhar 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 by the State |
Government during 2009-10. This includes 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
' trme being i in force relating to hquor or rntox1cat1ng drugs :

o The assessment 1evy and collect1on of excise revenue is administered by the -
|Secretary, ]Department of Reglstratlon Excise -and Prohibition at the
-|Government level and by the Commrsswner of Excise (CE) at the apex level

of the Department of Excise and Prohibition. The CE is also ‘the ex-officio
| Controller. of Molasses for the administration and execution of Bihar 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
- . Commissioner of Excise (ACE) at the-headquarters: level. ]Further there is one
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- DCE-at each of the four d1v151onal headquarters At the- d1strrct level, the -
‘Collector of the district is incharge of the excise administration, assisted by an
ACEorbya Supenntendent of lExmse (SE).

For supply of all 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 the review 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
effectlvely, ' :

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

e a system of internal control mechanlsm appropriate to the nature and
o volume of functions . existed* within the Department - and was
functronmg effectively. *

For the purpose of .the review,. we test checked the records of the
Commissioner of Excrse cum Controller of Molasses, in 13* out of 38 District
‘Excise Offices and one? out of three distilleries for the period from 2004-05 to
2008-09 durmg November 2009 to May 2010.

The selection of 11 district excise offices was based on statistical sampling
‘through population proportionate sampling wrth replacement and simple

random sampling with replacement method. Two* district excise offices were

selected on the basis of high unsettled shops and one dlstlllery was selected on
 the basis of highest revenue collectlon .

- We referred to the followmg Acts and Rules in course of the review:
1. The Bihar Excise Act, 1915

2. The Bihar Excise (Settlement of chences for Retail sale of Country/
) Spiced Country quuor) Rules, 2004 : .
3. The Bihar Excise (Settlement of ‘Licences for Retail sale- of

Country/Spiced Country Liquor, Foreign quuor Beer and Composite
Liquor Shop) Rules, 2007
4. The Bihar Financial Rules, Volume_- I

Bhagalpur- cum—Munger Darbhanga-cum—Kosr cum—Purnea Patna-cum- Magadh and
Tirhut-cum-Saran.

Aurangabad, Bhagalpur, Bhojpur, Darbhanga, East Champaran Gaya Gopalganj,
Muzaffarpur, Nalanda, Patna, Saran, Siwan and West Champaran

United Sprit Limited, Hath1dah

Gopalganj and Saran.
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~ The Brhar Treasury Code Volume—I
g The Bihar Budget Manual .
7; The Blhar and Orlssa Pubhc Demands Recovery Act 1914

, iWe acknowledge the cooperat1on of the Department of Excrse and Proh1b1t1on
o _y_rn prov1d1ng necessary information and records to audit. An entry conference

o “was held in February 2010 to explam the objectlves of the review, the audit

criteria and to- elicit areas of Departmental concern, .if any: The entry

"conference was attended by the - Secretary. to - the - Government, the -

Commissioner of Excise and the Managrng Director of the BSBCL. The
findings 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
”recommendatlons were discussed. The Managing Director of the BSBCL also
participated in the exit conference. The replies of the Government have been
approprlately 1ncluded under the respectrve paragraphs :

73.67.1 Budget fo’rmuiation :

- The revenue target should
~ be fixed in such a way
that it should constitute a
-valid benchmark- for
monitoring - and  for
assessing performance.

A companson of the.
estimates proposed by the
Department, BEs and
targets  fixed by  the
Finance Department  as
~well as revenue collection
appearing: in the Finance
Accounts for ‘the “year
2004-05 to 2008-09 are
as mentioned in  the
- following: table: -

7137
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°  We observed that the estimates were not proposed by the Department
after obtaining the requlslte data from the field offices.

The Government rephed that a detalled exercise for p1eparat1on 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 coirect as the Department furnished 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’ notrced that the entire. budget process 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 dlstnct ofﬁcers to mclude revenue arrears in the
budget estimates. :

© - In the year. 2007- 08, agamst the BEs of ? 500 crore the target fixed by -
o the Finance Department was ¥ 700 crore and revenue collection as
reflected in Finance Accounts was 525 42 crore. During 2008-09,
though the estimate proposed by the Department was < 700 crore, the

Finance ]Department fixed the BEs at¥ 537.69 crore and the revenue
collection target.at ¥ 750 crore. Agamst 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 this was pointed  out, the
- Finance ]Department replied (October 2010). that the budget estimates
“were ‘prepared on- the basis of actual recelpts of the previous years.
This reply is not correct because the estimates proposed by the
Department should have been taken into consideration while preparmg

the budget estimates for the year 2008- 09. - . :

38 .
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3.6.7.2 Inflated depiction of achievement.

‘In 13 test checked *
excise districts, ~we .
‘noticed - that security.
“deposit of T 55.27 crore
relating to the period =~
from  2004-05 to
2008-09 was credited
, _ o under ~the revenue
receipt head “0039- State Excise 1nstead of securrty _deposit head
8443 -Civil Deposit’. :

The matter was 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 Sccretary—cum— :
Commissioner of the lDepartment of Excise and Prohibition to comply with the
‘audit observatlon The Department of Excise and Prohibition circulated (May
2008) the instruction of Finance. Department to all district excise offices.
‘However, we noted that-the 1nstruct10ns were not followed by the ACEs/SEs
of the test. checked districts.

Credit of- securlty dcpos1t mto the revenue recelpts 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 V101at1ng the budgetary control mechanism.

: The Government stated (October 2010) that the 1rregular practice of refundmg
~security deposit from the expenditure head without allotment was on'the
‘advice of the Finance Department. We do not agree with the reply because the
- security deposit was requ1red to be refunded after obtalmng the budget
‘ "allotment .

. 3,6.,7,3 Rcconcﬁliatﬁou of revenue figures

The amount of
revenue collection
as furnished by the
‘Department and the
figures shown in the

- Finance . Accounts
for - the  period

(Z in crore)-
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- Thus; during the period 2004-09, there was variation-of: ¥ 83.26 crore in total”
receipts as appearing in the books of the Accountant General (A&E) and those
* furnished by the Department to us. This indicates that timely reconciliation of
the figures as required under the ex1st1ng rules was not done.

- The Government replied (October 2010) that a report from all districts has

“been called for and the discrepancy of ¥ 70.01 crore between the Finance
Accounts and the Departmental revénue figure during 2008-09 appeared to be
due to special privileges fee deposited by the BSBCL. The reply, however,
- does not - explain the reason for dlfference of the balance amount of
% 13.25 crore. : :

We observed that n 115 test checked excise distn'cts dﬁring 2004-05 to

' 2008-09, the amount of revenue reported through revenue statements was

3 1,214.15 crore as against I 1,263.86 crore reflected in the treasury
- schedules. Thus, a sum 0f349.71 crore was not reconciled. This discrepancy .
‘indicates deﬁclent accounting and reporting mechanism.

We undertook an independent exercise in Siwan excise district for the months
of July 2008 and March 2009 to find 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
dlfference ‘was not reconcﬂed by the dlstnct excise ofﬁce

The Government shoqu ensure adherence to the provnsums of the deget

manual in preparation of the BEs as well as abide by the correct

provisions with regard to crediting the amount of the security deposit into

the proper head of account and its refund from the relevant head and not

from the expenditure head. The Gevernment may also take effective steps
for ensuring timely reconciliation . of tlhe Departmental revenue figures
- with those of the Fmanee Accounts.

The Bihar Excnse (Settlement of Llcences for Reta11 sale of Country/Splced
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 ]Li_quOr, ‘Beer and Composite Liquor Shop) Rules,
© 2007 (Bihar Excise Rules 2007) in July 2007. Hence, our audit comments are

based on the prov131ons of the relevant Rules as eXIStmg durmg the perlod of
review. ‘ :

Aurangabad, Bhagalpur, Bhojpur, East'Champaran; Gaya, Gopalganj, Muzaffarpur,
Nalanda, Patna, Saran and Siwan.
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In our revrew of “Levy and Collectlon of State ]Exc1se Revenue we found a
o number of deﬁ01enc1es as drscussed in the followrng paragraphs

_ Upto June 2007 the licences for. retarl vend -of ‘excise shops were settled
annually by pﬁ)hc auction. With effect from July 2007, the settlement of
lrcences for retall excise shops was to be made through lottery system

The posrtron of sanctloned excise shops and the1r settlement during 2004-05 to
2()08 09 in the State was as under: :

(Source Admmzstrattve Report of the. Department of Regzstratzon Excise and Prohzbztlon for o
the year 2009-10) .

We observed the- followmg

e - After 1introduction of .the Brhar 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 -
above 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

: 1ncreased by 213 only, leavmg 2 736 number of shops unsettled.

The Govemment attnbuted (October 2010) thlS to rumours spread by the old
- monopoly cartels among | the bidders of the shops regarding discontinuance of
the new excise policy, resulting in drsappomtmg settlement. However; the
percentage of unsettled shops- reduced to 19 per cent in 2009- lO and to about
five per cent. in2010-11." : i

° - Settlement of maximum retarl excrse shops is a pre requlsrte for the
control of illicit trade in hquor and for optimum realisation of State-

- excise revenue. The Department ‘instructed (February. 2008) the field
~offices to settle excise shops in groups for settlement of maximum

‘number of shops. High revenue potential shops were required to be. - o

clubbed with low revenue potentral shops while forming groups.

We observed in three® dlstrrct excise ofﬁces that during 2008 09, 47 out of ay

266 groups were formed by clubbmg unsettled shops of 2007-08. Those

"‘groups were formed by clubbing only low potentlal shops instead of clubbing L

the low revenue potentral shops with the high revenue potential shops, thus-

defeatmg the vetry purpose of- allottrng shops -in groups and maximising the . -

revenue potential. Consequently, such groups tfemained unsettled in 2008-09.
1 ne cn cumstances unoer Wth,J such groups were fonned were not on record

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

The Government may take éfi‘ective measures for maximum settlement of
excise shops in order to ensure supply of liquor through authorised shops
and to check illegal trade of liquor.

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 of illegal suppliers of liquor. No such instructions were
issued for the remaining districts and unsettled IMFL shops in all districts.

o In four® excise districts we noticed that 49 CS 26 SCS and nine IMFL

shops put to auction, remained unsettled in the absence of 1nterested
bidders during 2004-05 to 2007-08 (April to ]une 2007).

®_' Further, we noticed that in 10? excise d1strrcts 305 CS, 210.5CS and 138
- IMFL shops were settled after delays rangmg ﬂom four to 326 days.

_‘These CS and SCS shops were also not operated departmentally during the
period of non-settlement, except in four'? districts. Thus, due to non/delayed
settlement of shops, the Government Jost- revenue of I 11.33 crore (due to
non-settlement: I 1.52 crore and delayed settlement: I 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 actron in accordance w1th its own 1nstruct10ns of
Apnl 2005.

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

© 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 East Champaran, Gaya, Muzaffarpur, Patna, Saran
Siwan and West Champaran.

Aurangabad, Bhojpur, Gaya and West Champaran
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@ Further . we'notlced that durrng 2007 08 (luly 2007 to March 2()()8) and- S
- '2008:09, 116 CS 83 IMFL and 145 composite shops V\ere settled after o
explry of time rangrng between four to 3()9 days '

- ,?The excise . shops whrch ‘were settled after delays as well as the shops Wthh o
~ - remained- unsettled were required to- ‘be: operated: through BSBCL. But the . |
‘,“'-"'BSBCL expressed (lDecember 2007) its inability to operate unsettled shops; :

©due to- lack. of resources.” Thus, the- Government was- ‘deprived of revenue of

- %122.96 crore (due to non—settlement ¥ 113.32 crore and delayed settlement:

- R0O. 64 crore) worked out on the. basrs of llcence fee of unsettled shops '

h IThe Government stated (October 2010) that the BSBCL expressed its lnabrllty S
~to'run the unsettled shops "The fact however rerhains’ that the Government did . ¢,
““not_evolve any alternative mechanism to run the unsettled excise shops even -
o after refusal of the BSBC]L to operate such shops dunng 2007 08 and 2008-09:

3 6 9. 3 l[n six!t drstrlcts -

- We observed that l1censes :

| for 42 CS, 30 SCS; 28 -

‘IMFL and 22 Composrte

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 =

nom-payment. of licence: -

-fees. These shops were_f o

| neither -~ resettled”

_ Operated - through h e

o Department/lBSlBClL after .

- . - ' ~ ‘cancellation, - -~ which.
, jresulted in loss.of revenue of g 10 72 crore 1nclud1ng penalty of: ? 4.53 crore.
- The district exc1se ofﬁcers did not. 1mt1ate any - action’ agalnst the defaultmg o

-~ licensees to recover the loss of revenue to Government as per the provrsrons of o

“the Act. - ' o

_The Government drrected (October 20l0) ﬁlmg of cases for recovery in_all .
- cases of default. - : ’ |

¥ The Government may. consrder evolvmg a mechamsm to operate the
o unsettied retarﬂ liquor shops to' mmnmlse the rnsk ol‘ supply of nlhcrt hquor :
_ 'and to mamtam the yrelldl of revemne.

EEE O Bhojpur,' Darbhanéa:;:fEast Chérﬁpg%an,.ratna,' Saran and Siwan.
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3.6.10 Lifting of liquor by retail licensees

\\

As per the provisions of the Bihar Excise Rules,
2004 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

The MGQ of liquor of
a district as
determined by the CE
is distributed among
the excise shops of
that district by the
Licensing Authority.
licence fee of
each excise shop 1is

fixed on the basis 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 guidelines 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.

/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.

that

3.6.10.1 Country Spirit and Spiced Country Spirit

During test check of records
of 11'* districts we noticed
the retail
excise shops did not lift the
allotted MGQ of CS and SCS
during 2005-06 to 2007-08
(April to June 2007) resulting

loss of

in
/ T 2.93 crore including penalty

licensees of

revenue  of

of ¥17.37 lakh for the period April 2007 to June 2007 as detailed in the

following table:

Patna, Saran, Siwan and West Champaran.

Aurangabad, Bhagalpur, Bhojpur, East Champaran, Gaya, Gopalganj, Muzaffarpur,
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?'tAura gebad, Blisgalpr, BhOJP“raEaS" Champaran Gaya Gopalganj, Muzaffafpur
.+ ' Patna, Saran, Siwan and West Champaran et
R ';Bha» alpur Muzaffarpur and Slwan SR
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3.6.11 Licence fee

Under the Bihar Financial Rules, it is the h
of the controlling officer to ensure that the

Government dues are correctly and promptly
assessed, collected and remitted into the
treasury.

The Bihar Excise Rules, 2007 and the
conditions of sale notification provides that
after the acceptance of settlement by the
licensing authority, 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 district by
the first day of the month, which in any event
must be deposited by 20" 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
wthe shop shall be settled to the next bid(y

The BE Act/Rules
did not provide for
imposition of
interest on delay in
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
licence fee
amouﬁting 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 realisation 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 2010) 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 of licence 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 10'° 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 of the 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 sale notification. Non-adherence to the Departmental

1]

Aurangabad, Bhagalpur, Bhojpur, Darbhanga,, East Champaran, Gopalganj,
Muzaffarpur, Patna, Saran and West Champaran.
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rules by the ﬁeld ofﬁcers resulted in accrual of arrears 1ndlcat1ng lack of .

R control over comphance 1ssues

: The Government stated" (October 2010) that a report from all: dlstrlct excise.
o ‘ofﬁces has’ been asked “for and 1f necessary, “action- agarnst emng ofﬁcers
Would be taken '

" 3.6.12.1 The BE Act
does- not ‘specify the -
period ‘after ‘which

proceedings is to be -
-initiated. -

We observed that out
of  the total
_ outstanding revenue

X4 30 41 crore! as on-

furnished by the
Department), a sum
of ¥24.89 crore only
was  covered under
certificate proceedings. -

“We observed in 13
cselected - excise
districts - that total

demand’ relatlng to the perlod 1970 71 to- 2008 09 was T 11.22 crore, agamst
which certificate cases for recovery were initiated forZ5.91 crore only. No
action has been initiated for filing certlﬁcate cases- for the remammg cases.

.The consohdated figure showmg age w1se/year wise outstandmg arrear‘f

revenue  recovery -

arrears = of -

31 March 2009 (as

- outstanding  arrear

‘revenue was not available with the Department. We observed that in the nine . = .

’test checked: district excise offices most of the arrears- were outstandlng for - :
’ long penods of time as detalled n the following’ table S

Except the arrear of VBan_k}a, Kaimur, Lakhisarai and Munger..
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(% in lakh)

Though the ‘PDR Act has placed Jomt resp0n51b111ty 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
-drsposal of certificate cases. Non—reahsatron of arrears caused blocking of
- Government revenue. S

The Government rephed (October 2010) that the report from all district excise
offices has been called for and if’ necessary, action agamst erring officers
would be taken - :

3.6.12. 2 }Loss of umerest due to deﬁay in ﬁ]lmg eernﬁcafte case

" We observed that in
12!7  excise districts,
arrear  demands of
% 4.12 crore relating
‘to the period 1976-77
~to  2004-05 were
“outstanding.  Against
this, the Department
v : 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.

The Deparﬁmem may censnder prescrnbmg rnme limits for imstituting
certificate cases for timely recovery of revenue arrears.

Aurangabad, Bhagalpur, Bhojpur, Darbhanga, EaSt“Champaran, Gaya, Muzaffarpur,
Nalanda, Patna, Saran, Siwan and West Champaran. -,
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'3.6.13.1 Internal audit -
Finance. Department

| auditor © for " all

Departments of the
State Governrnent
including .~ the

De]partment of ]Exctse and Prohlbttlon The internal audit of departments was -

being conducted on the. basis of requls1t10ns received from the Administrative
Department for “its subordinate offices. We, however, noticed that internal

- audit of the test checked offices wasmnever conducted during the period 2004-
05 to 2008-09. This . indicated that the Departrnent had : no: means of
o ascertannng the areas of malfuncttonmg in the system and thus could not take.

timely and appropriate remedial actlon

The Government stated (October 2010) that the Finance Department Would be

requested to take up 1nterna1 audit of the Department s records and accounts.

The Government may ensure that mteruaﬂ audit of the Department is

~ carried out at regular intervals so-that the nrreguﬂarnttes/omnssuons are
detected tnme]ly and rectnﬁed :

| 3 6. 113 2 Departmentali mspectmns B _ _ v
. As per the prov1s1ons of the. BE Act; “the Deputy Comm1ss10ner of Excise

(DCE) is required to inspect all excise ofﬁces once in a year and the ACE/SE ’

1s required to- 1nspect his office tw1ce ina year

" The fo]llowmg is the status of 1nspect10ns conducted in 13 test checked dlstrlct‘ |

| . excise ofﬁces dunng the penod 2004- ()5 to 2008 09

- The audit wing of the

works as the internal -

| ]From the above table it may be seen that the DC]ES conducted only five per
~ centand ACEs/SEs conducted four per cent of the required 1nspect10ns in the
- test checked districts. : :

It was further seen that the selected. dlstrlct excise ofﬁces had no data to’
" indicate that sufficient ispection/raids had been conducted by the excise
officials to check the supply of illicit hquor in the areas that were not covered
by any licensed shops. '

Thus the mternal control mechanism remamed weak due to neghg1ble number
~ sof 1nspect10ns 'As a result, the higher authorities were deprived of information
about the functioning of the subordinate officers. .

’J[‘ he Government,assured_ (October 2010) to conduct:- the required inspections.

9
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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:

B 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 Challan Register was not being maintained in
eight'® 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 Bhagalpur. 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 Champaran for 2004-05 to
2008-09, in Bhojpur 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
No 67)

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'’ 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.

e 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.

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, West Champaran BhOqur and Gaya durlng ‘the
- period 2004-05 to 2008-09, in Gopalgan_] during 2007-08 to 2008-09 and in

- Siwan durmg 2005-06 to 2008-09 arrear registers were not maintained.
. Consequently the detalls of arrears were not avallable in these district excise.
: .ofﬁces o :

° Certnficate case reglster

The certlﬁcate case register contams detalls of licensees against whom :
certrﬁcate cases were instituted, the, penod to which - the arrears pertain, the
‘case number, the date of 1nst1tut1on of the certlﬁcate case and the amount
covered by the certificate case. - : '

Smce this reglster was' not authentlcated by ACE/SE in Gaya, BhOqur and -, 7
‘ Saran, the entrles in the reg1ster were not rehable B

- :59 ' Reglster 89

_ Thls reglster shows the . month w1se issue of perm1t of liquor against the
" allotted quota.- ' :

We observed that this regrster was not being maintained in- ﬁve excise
* districts durlng 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 quantlty of liquor for which
, perm1ts were 1ssued was not easrly avallable '

:0‘ . -Regn_ster of Securrty‘ depos1ts jof excnse vehdors (Excise ‘f@m rno' 103 A) .

Security deposits taken from 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 to 2006-07), the security deposit registers .
were not maintained. Further the SE, Nalanda did not maintain this- register in
the proper. format As_a result, the details of securlty dep051t and refund
posrtlon were not easily available. = ,

In absence of these reglsters we could not exercise the prescrnbed checks as
’ requlred under the Rules nor verify the. correctness of the data.

: The Government stated (October 2010) that instructions would be issued to
- subordmate ~officers to met1culously malntaln all prescrrbed registers and

- records

: "_20, : Bhojpdr, East Cha‘n}pva'vran, Muzaffaerr; Patna and West Champaran.' -
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The review on levy and collection of State Excise revenue revealed

deficiencies in the formulation of the BEs. The Government had no control
over the operatlon of non-settled excise shops resulting in revenue loss.
" Absence of a mechanism for the periodic review of ‘shop-wise lifting of liquor
led to leakage of excise revenue and non-realisation of penalty. No time frame
was prescrﬂbed 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 Department could not detect the weaknesses in its functioning,

The Government may:

? ensure adherence to the prov1s1ons of the budget manual in preparation
' "~ of BEs; :
- ° evolve effective mechamsrns for the operatlon of non-settled excise
shops; _
® frame sultable mternal control feedback mechamsm regardmg 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 collect1on of revenue mcludmg

incorporating provisions to ensure levy of interest on delayed deposit
of licence fees; and '

° ensure that internal audlt of the ]Department is carrred out at regular
.mtervals ’
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o tax recelpts durmg the same perlod is mentroned below

' ‘The collectlon of motor Vehrcles taxes in the State is admrmstered by the |
- Transport Department which is headed by the State Transport Commissioner
“(STC). Inperformance of his duties, he is- as31sted by two Joint State Transport

Commissioners at the headquarters ‘The State is divided into nine regions and

i 38 districts which are controlled by the Secretaries of the Regional T ransport
* Authorities and the District Transport Officers (DTOs) respectrvely They are -
' ’as51sted by motor Vehlcle 1nspectors for the collectron of revenue. - '

- ,The variation: between the budget estlmates and the actual receipts from the

motor Vehrcles taxes durmg the period 2005-06 to 2009-10 along w1th the tota]l

"~ (X in crore)

: _'-The above table mdlcates that the percentage of recerpts from taxes on motor
o vehicles .against the total receipts of -the State decreased durmg 2006-07,
- ,2008 -09 and 2009 10 over prev1ous years o

The trend: of recelpts Vis-a-vis the estlmated recelpts of taxes on motor
. -rvehrcles and total tax recelpts 1s grven m"-the fo]llowmg 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)

[l Other Tax Receipts [ Motor Vehicle Receipts
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'—The gross co]llectron of motor Vehlcles tax receipts, expendrture 1ncurred 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 relevant previous yearSj
- are mentloned below: :

(? in crore)

_The above - table indicates that durmg the year 2009 10, the percentage of
expenditure on collection was more ‘than the all ][ndla average percentage for
the year 2008- 09. : : : -

- The. chemmem mleeds to - ftake apprcprratte measures to ]keep rhe
percermtage of expendnture om . ceﬂﬂecfmc]m beﬂow tt]hle a]lll Emdna average
' percemage in the ccmmg years. :

| ., ]Durmg the perlod from 2004 05 to 2008 09 we through our 1nspect10n reports
had pomted out non/short levy, underassessment/loss of revenue etc., with

" . revenue unplrcatron of ¥ 653 99 crore in 918 cases. Of these, the Department/

Government * had accepted audit observations in ‘577 cases  involving
¥ 308 crore and had since recovered ?1 52 crore. The detalls are shown in the
followmg table ' c '

___(Rimerore)

This low recovery of ¥ 1.52 crere (0.49 pef cent) against the .accepted cases
involving ¥ 308 crore. indicates lack: of promptness on the part of the .
Government/ Department n reahsmg the Government dues.

We recommend that the Gevemmem take. apprcprnatte sfceps m recover
'fche amoum mvcﬁved att Heast fim accepte«ﬂ cases. ‘
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- There is ‘an internal audit wing called Finance (Audit) which works under the
" Finance Department and  internal  audit of the different’ offices of the
,Government is' conducted on the basis of requ1s1t1ons received from the
Administrative Department. v

An aud1t 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 audlt teams are drawn from headquarters/d1v1sronal offices. The

* Department did not furnish further information regarding ‘the number of

" offices. due for audlt audlt conducted number of observatlons 1ssued and
_-amount 1 1nvolved to us.

Tn 2009-10 our test check cf the records of 38 units relating to motor vehicles
taxes ‘revealed underassessment of tax and other - irregularities involving
.-?;253._1 ‘3,'crore 1n 310 caSes whiCh fall under-the Vfollowin‘g categories:

(% in crore)

f'Durlng the course of the year,- the Department accepted underassessment and
other deficiencies of %201.23 crore in 295 cases, of which 286 cases involving
ﬁ?’ 199.67 crore were. pomted out during 2009 10 and the rest in earlier years. -

'A few. ﬂlustratlve cases mvolvmg ?‘ 20 96 crore are ment1oned in the followmg
- paragraphs e Lo o :
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-~ Our scrutzny of the 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 carried out by.us. We point
.out such_omissions on._the .part of the Departmental authorities each year, but
not only- do the zrregularltzes persist, these remain undetected till we conduct
an audit. There is need for the. Governmerit to zmprove the znternal control
- system 50 that such omzsszons can be prevented

of ¥19.52 Eorore inclﬁaigg pe-nalv'tylojf %13 01 crore.

- 'Ararla Aurangabad Begusara1

Bettlah Bhabua

While - scrutinising
taxation - registers
between - June 2009
“and March 2010, we
observed that though
owners of 751

: transpOrt vehicles did

pay tax = of
’(‘ 6 51 crore pertaining.
to the period between-
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 ‘of the
cases, change of
~addresses . of  the

owners or surrender of

| documents =~ - for.

securing - exemption
from payment of tax
was found on record.
This . resulted in
non-realisation . of - tax

Buxar, Dafbhanga, Gaya,

Gopalganj, Jehanabad, Katihar, Khagaria,. Kishanganj, Lakhisarai, Madhepura,:
Madhubani, -Motihari, Muzaffarpur, Nalanda, Patna Purnea 1Saharsa, Samastlpur

Sltamarhl Siwan and Valshah
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After. we pointed this out, 232 DTOs stated between qune 2009 and March
2010 that the demand notices would be issued while three DTOs stated that
* ~action would be taken for recovery of dues. ' '

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

We observed between
January and March
2010 that in case of 10
dealers of  motor
vehicles, trade tax at
the 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)  possessed
/. by them between the
. ' period 2004-05 to
2008-09. The DTOs also d1d not take action against the defaulting traders.
This resulted in non/short reahsatwn of trade tax of ? 73.66 lakh 1nclud1ng
- penalty of < 49.11 lakh’ - -

After we. pointed this out, three’ ]DTOs ‘stated” between January and March
-2010 that demand notices would be issued while DTO Begusarai stated that
action for recovery would be taken as per rules. -

’JFhe cases ‘were reported to the Government between March and April 2010
we are yet to receive thelr reply (December 2010)

z. Araria, Aurangabad, Bettiah, Bhabua, Buxar, Darbhanga, Gaya, Gopalganj,
' Jehanabad, Katihar, Khagaria, Kishanganj, Lakhisarai, Madhepura, Madhubani,
Motihari, Muzaffarpur, Nalanda, Patna, Purnea, Samastipur, Sitamarhi and Siwan.
Begusarai, Saharsa and Vaishali. -

Begusarai, Muzaffarpur, Patna and Purnea.
Muzaffarpur, Patna and Purnea.
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4.10 Irregular issue of certificate of fitness
Three® 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 Court”, 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
(MVlIs)are prohibited from granting/renewing
the CF to transport vehicles against which tax
has 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 during
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 wing
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 resulted in non-realisation of tax of ¥ 54.76 lakh including penalty of
T 36.51 lakh pertaining to the period between April 2004 and June 2009.

After we pointed this out, the concerned DTOs stated between October 2009
and March 2010 that the matter would be referred to the MVIs concerned for

compliance.

The cases were reported to the Government between March and April 2010;

we are yet to receive their replies (December 2010).

Motihari, Muzaffarpur and Purnea.

# Patna Zila Truck Association Vs. State of Bihar 1993 (1) PLJR 211.
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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 prov151ons of the Act and Rules resultlng in loss of Government
revenue of ¥ 15.75 lakh' on account of fee recoverable for grant of dnvmg

licences, but also involved road safety i issues.

After we pointed this out the DTO Patna stated that amount would be reahsed
“at the time' of renewal, ‘the DTO Purnea stated that notice would be issued
while the DTOs Gaya and Muzaffarpur stated that action would be taken as

per d1rect10ns

" The cases were reported to the Government in March and April 2010; we are.

' yet to receive their reply (December 2010)

Gaya, Muzaffarpur, Patna and'Purnea. e
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. Our test check of the records of the followmg recerpts conducted durrng the
_ "year 2009-10, revealed underassessment ‘of tax, fee, duty. and:loss of revenue
etc of ?54 73 ‘crore in 411 cases Wthh fall under the followmg categorles

: .Durmg the year -2009-10, the concemed departments accepted-’
underassessment and other deﬁc1en01es etc. . mvolvmg ¥.50.83 crore- in 371
*. cases out of: wh1ch 357 cases mvolvmg Z50. 02.crore were pomted out durlng
.+ the year 2009:10 ‘and the rest durmg the earlier - years The Departrnentsa
2 concerned have ‘also reported recovery of T 15. 44 lakh i in nine- cases. .

= 'Audlt ﬁndmgs of a rev1ew on the ‘Levy and collectlon of Stamp duty and o

Reglstratlon fee’ with ﬁnanc1a1 1mpact of ? 1 48 crore: 1s mentloned in’ the Lo

followmg paragraphs
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Stamp Duty and Registration Fees

Levy and Collection of Stamp Duty and Registration Fee

Highlights

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’ on or
after the first day of July, 1899 either on impressed stamp paper or by fixing
stamps or by remitting stamp duty directly in the Government account under
the head *0030 - Stamps and Registration fees” through challan.

The Registration Act, 1908 consolidated the enactments relating to registration
of documents. The levy of registration 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 interest expressed in the documents.

Organisational set 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 assisted
by a Joint Secretary, two Deputy Inspector General (DIGs) and four Assistant
Inspector General (AIGs) at the Headquarters level. Further, there are nine
Inspector 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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_D’istrict Registrars (DRs), 38 District Sub Registrars (DSRs) and 72 Sub’
‘Registrars (SRs) at the drstrrct/prrmary un1ts are respons1ble for levy and
: "collectlon of stamp duty and regrstratlon fee. . ’

“We conducted the review to ascertam whether

e the Acts/Rules and’ departmental rnstructrons pertalnrng to levy and
' collection of stamp duty and regrstratlon fee are consrstent and
: adequate to ensure, collectron of1 revenue '

° . the provisions of the IS Act Regrstranon Act. and “rules made
- _ thereunder were being 1mplemented effectrvely, and -

® the internal control mechanism -of the- Department was effectlve and ’
'~ sufficient controls were in place to safeguard the collection of duty and

. fees on instruments.

vWe referred to the followrng Acts and Rules dunng the rev1ew
° The Indlan Stamp Act, 1899

o : 'The Registration Act, 1908

o "J[he Blhar Stamp Rules 1991

e The Bihar Stamp (Preventlon of Under—Valuatlon of Instruments)
~ Rules, 1995 o :
© ~ The' Blhar Regrstratron Manual

s ~ The Bihar Budget ]Procedures o
~© . The Bihar Frnan01al Rules

e Orders and notlﬁcatrons 1ssued by the Government ﬁrom time to t1me

° - Departmental 1nstruct10ns crrculars and execut1ve orders made from |
"“'_trmetotlme ' ol

For ‘the purpose of the revrew we test checked the records in the ofﬁce of IG
(Registration), three? out of nine IROs and 112 out of 38 offices of DSRs for
the period from 2004-05 to 2008- 09 ‘Information in respect of instruments ‘was
also obtained from public offices* of the test checked districts. to Verrfy the
proper reahsatlon of duty and fee : - :

The selectlon of 10 districts was based on s1mple random samplmg with -
replacement an_d p_opulatlon proportnonate's_amplmg with replacement method

2.
3.

Bhagalpur, Muzaffarpur, Patna ] ' ‘
 Bhagalpur, East Champaran, Gaya Gopalganj, Jamul, Madhubam Muzaffarpur -
. Nalanda, Patna, Purnea and Siwan. .
-j4 Bihar. Rajya Pul Nirman Nrgam, Bihar State Electrlclty Board, Drstnct Flsherles

ofﬁces District Nazarat, General Insurance’ Company, Mumcrpalltles/Nagar :

' parishad and Superintendent of Police offices of the concerned districts. 7
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ion the bas1s of revenue collected in the year 2008 09 and Patna dlstmct ‘was
-~ selected on the basis: of h1ghest revenue potentlal Samples were drawn on the':

‘bas1s of cumulatlve total of revenue and random numbers

- .'We acknowledge the co operatron of the. Reglstratron Department m prov1d1ng :

. necessary .information. and- records for. audit. An. éntry conference was held

with the. Secretary, Reglstratlon Department in March 2010 wherein the scope-

©of: audit,- methodology and -audit obJectlves 1nc1ud1ng samphng techmque

. ‘adopted were explamed to the Department An- exit conference was held no
. -September 2010 with the Secretary-to the Government and the v1ews of the

. 3'-Government were mcorporated in: the rev1ew report

L

‘T‘The rev1ew on the assessment and levy of stamp duty and reg1strat10n fee o

- revealed a number of deﬁ01en01es as mentloned in the succeedlng paragraphs

' ~budget " “estimates
(BEs)/revrsed BEs,

Fmance - Accounts

»stamp duty
' reglstratron fee for

followmg table

..A companson of the L

actual realisation of L
fevenue as per the = .

“and those’ furnished .
"by the. ]Department )
n respect f

' the years 2004- 05 to
_2008 09 were - as -
-given - ~in ,:--.the_



- ."Ch,arpter-V.: Other T axQRec:eip_ts '

Rinerore)

(Source Informatzon furmshed by the Department)

) As per the prov1srons of the Blhar Flnan01a1 Rules the controlhng ofﬁcer is
-~ Tequired to ensure t1me1y reconcrhatron between the departmental ﬁgures of .
: _revenue and those appearlng in the ]Fmance Accounts ' ~

‘ Our scrutlny of records revealed the followrng dlscrepan01es

: °. 'Durmg the penod 2004 09, there was vanatron of T 346. 29 crore in total -
'+ receipts as appearing in ‘the Finance Accounts under the head “0030 -
~ Stamps and Registration fees” and those furnished by ‘the Department to
audit. This indicates that tnnely reconcrhatron of the ﬁgures as requlred '
'under the ex1st1ng rules was not done :

© The Department replied (October 2010) that the main reason - for dlfference n
the two sets of ﬁgures was due to non—reconcrhaﬁon as follows: ‘

) (a) The Flnance Accounts ﬁgures are based on treasury ﬁgures whereas the'
figures furmshed by the ‘Department are based on actual collection.

(b). The refund of stamp duty and reglstratron fee to the executants and the -
- refund of additional stamp duty to local bodies and authorities were deducted -
from the total collection while preparrng the budget. The reply is not correct'as
 we reviewed the records of the Deputy Collectors (stamps) of ‘six test checked
3 dlstrlcts ‘(Anmexure-I'V) where the Collectors-ordered to refund the value-of -
} unused stamp amounting to. I 96 05-lakh after deducting 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. Whlle preparing the revenue budget, the

‘Départment did not consider the amount of refind madé during the year for -

‘unused stamps as well as refund of additional stamp duty to the local bodies

resultlng in mﬂated budget proposal by the Department '

| : ° In absence of any proposal from the Reglstratlon Department the_
Fmance Department rev1sed the revenue recelpt budget for the year :

g B'hagal'pur, Gaya, Gopalganj? Mu_zaffarpur, Nalanda and Siwan.
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2005-06 from 600 crore to ¥ 550 crore, for 2007-08 from ¥ 720 crore
to X 550 crore and for 2008-09 frorn 581.02 crore to X700 crore. . '

@ o We- observed substantial Varlatlon ranging between (-) 35 per cent and
23.26 per cent in the actual realisation against the budget estimates

* - which-was due to non—con51deratron of the departmental ﬁgures by the
Finance Department : : :

e :The Department accepted the audrt observatron and stated (October 2010) 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 Departrnent would cons1der issuing a direction to all
Collectors to report all refunds of stamp duty and registration fee, so-that th1s

s N ”'%may be taken into account while preparmg the budget.

'_ '. gt" “The" Department further added that -the audlt observatrons shall be
Ll communicated - to the  Finance Department ‘and effective steps after

» consultation with - the Flnance Department would be taken for ensuring timely '
E fireconcrhatlon of the Department s revenue ﬁgures w1th those of the Finance

L f‘zDepartment

i The Fmance Department shouﬁd prepare budget estimates ' in
- ‘co-ordination with the Regnstratmn Department. The Government should
fensure adherence to the provisions of the budget manual while preparing

- the BEs.. The Government may also take effective steps for ensuring

_;,  timely reconciliation of the departmenta]l revenue ﬁgures with those of the
- :,__Fmance Accounts : , ; , ‘
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Audit Report'(Revezzzte Receipts) for the year ended 31 Mdrch 201 0

While scrutinising the records of
, Munlclpal Corporatlons/Nagar
Parishads in nine® test checked
districts, we observed that nine’
mobile tower companies had
applied for  No = Objection
Certificate for erection of
mobile = towers in  their
jurisdiction and' entered into
agreements . - - with - the
-'land/bulldlng owners for five to
- twenty years on < 100 stamp paper. On perusal of the 1nstruments we noticed
that these agreements came under the category of lease documents for lease
“period of more than one year which attracted stamp’duty and registration fee.
But the Executive Officer of the Municipal Corporatlon/Nagar Parishad failed
“to’ comply with the provisions of the IS Act for adJudlcatrng the appropriate -
- stamp duty by the Colleéctor which resulted in non—levy of stamp duty and
registration fee amounting to ¥ 33. 83 lakh

.. The Department stated (October 2010) 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 awalt further rephes (December 2010)

Gaya Gopalganj, Madhubam Mot1har1 Muzaffarpur Nalanda Patna Purnea and
- Slwan

Dish Net Wireless Ltd Bhartl Tele Venture Ltd., Tower Vision Indla 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 Adltya
‘Birla Telecom Ltd. - ,
“Lease” means a Iease of 1mmovable property and also includes -
- (a) apatta, '

(b) a quabultyat (The’ “word quabzultyat or ‘kabulzyat ) is an undertakmg ‘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 descnptlon are let; :

S d) any writing on an appllcatlon for a Iease 1ntended to srgnlfy that the apphcatlon
is granted. . ‘ :

8



'Chz‘zptver—'V?.-"'rO_:z_‘.her"T axRéé‘elp;S -

Frsherres ofﬁces we

lessees  in 149 circles

: " period’ 2004:05 " to

‘.2008 09 but stamp duty at the rate of three per cent. and registration fee at the'

~ rate of four per cent (up to 2006- 07) were not levred on the lessees. Non- levy .
" of s stamp duty- amounting to ¥ 17. 44 lakh and reg1strat10n fee of T 10.73 lakh

I nine® District »

noticed " that Jalkarsloﬁ,, o
: were settled to different P

on yearly basis for the

“resulted in loss of Government revenue of T28. 17 lakh The: Drstrrct Fisheries .

- Officer also did not 1n1trate any actlonu to‘ adhere» to the above, provlslon of the

”: "J[he ]Department accepted the audlt observatron and stated (October 2010) that ,

the matter- would be examined and stamp duty Would be realised. We await - |

" further rephes (December 2010)

- In nine test. checked d1strrcts we. scrutmrsed Sazrat registe'rs" and files of the -~

,Mun1c1pal Corporatlons/Nagar Parishads and found that stamp duty at.the
" rate of three per cent was not levred durmg the perrod from 2004-05 to
"'2008 09: Wthh led to loss. of Government revenue of ¥31.26 lakh on . 110

settled sairats for -one year. Thus the admmlstrator of the Mumcrpal»' e

: Corporatlons/Nagar Parzshads failed to comply w1th the 1nstruct10ns of the"
N CS to levy stamp duty on. lease documents ' '

. _;The ]Department stated. (October 2010) that the matter would be exammed and -

- /'" "f-stamp duty would be reahsed We awa1t ﬁ1rther reply (December 2010)

"}]Durmg scrutmy of records of the ]Brhar Rajya Pul Nzrman Nzgam Patna we
. observed that stamp duty at the rate of three per cent’ was not levied durmg the
- period.-from :2004- 05 to 2008 09-. on -all bandobastz of brrdge toll plazas-

- 'which were settled on a yearly basis: Failure on the part of the administrator of .~

the Bihar Rajya, Pul Nirman Nigam, Patna to comply with the instructions of -

*the ‘Chief Secretary to Ievy stamp duty on the lease documents resulted 1n loss =
a %‘of revenue amountmg to ? 48 99 lakh as detarled below ' N

: Bhagalpur Gaya Gopalganj, Jamu1 Madhubam Muzaffarpur Nalanda Patna and‘ -
- Siwan..
Jalkar .~ Jalkar means tank Pokhar Ahar river; water course channel ‘Chaur
“Dhav’, " reservoir Lake, - Ox-| bow lake etc. under .the Department. of - Animal :
Husbandry and Flsherles Bihar, in whlchMakhana Sznghara and fish'is reared.
‘Gaya, Gopalganj, Jamur Madhubam Mot1har1 Muzaffarpur Nalanda, Purnea and :
: Slwan )
'-.S’alrat mears the i 1ncome derrved by leasrng out ﬁsherles hats, Melas Toddy Mahals
. and ferry rights. . g : b
gy S_ettlement of lease.

10
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:‘J‘Ar';{lrit’ditrRépo‘rt'(R_e‘ve'nué Recéipts)for'(he yec‘z'r'_e'niz"éd 31 March 20 10

he Department accepted the audrt observat1on and St ated (October 2010) that
' the matter would be exammed and stamp duty reallsed We awalt ﬁlrther reply :
(December 2010)

" The Govemment may consrder ﬁxmg norms for pernodrcaﬂ mspectrou of
~all public < ofﬁces and prescrrbmg pernodrc reports/returns to be submitted
“for: momtormg the levy of stamp duty “and Tegistration fee through a
comphance framework t‘or rmpﬁememtanon ot‘ the- Chref Secretary s
mstructnon, : L :

While rev’i’éwih’g 'the- sdirat
settled sazrats -in -~ two
_»savzrats- -were found to have:

jb36n€-7settled',: but the stamp

1

Thus stamp duty amountmg to ? 3 94 lakh was short levred

The Department stated (October 2010) that the matter would be exammed and ‘

stamp duty Would be reahs ed We awalt further rephes (December 2010)

- Naia_rrda :7 and Gopalgahj 113

—0

“( inlakh)

fregrsters and : statement ~of -

: drstrrcts , we observed that 20 -

'i (Amount in T)

I



fCh_‘dpte}-V"‘ Other Tax Réc’eipts '

" }We notlced that the Rules.. ‘
) do not prescnbe any time

revenue - . recovery:

~Act/Rules for productlon.v
‘of proof of permanent
‘esidential 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 of sale deed by . -
“the parties'and to recover -
stamp - duty and
rreglstratlon fee finalised
| by the Collector. No time
/+ limit has been fixed in the
Acts/Rules or instructions

7T

certificate. “Also, there is -~
no prov1s1on in | ,the o

of the Department for
' sendlng the cases by the DSIUSR to the Collector/IRO for necessary action. h



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

5.2.10.1

Non-disposal of impounded cases

Under sections 38(2) and 40 of the IS Act, During test check of
when any instrument sent in original to the records along with the
Collector after impounding the same, if he registers of impounded
is of the opinion that such instrument is cases, we observed that 16
chargeable with duty and is not duly impounded  cases by
stamped, the stamp duty payable shall be three'> DSRs  during

realised by the Collector together with a
penalty of ¥ five or an amount not
exceeding ten times of the amount of proper
duty and return it to the impounding officer.
Further, Section 48 of the IS Act provides
that all duties, penalties and other sums

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

required to be paid may be recovered by the time frame in  the
Collector by distress and sale of movable Acts/Rules. Non-disposal
property of the person from whom the same of  impounded  cases
are due, or by any other process for the time resulted in blocking of
being in force. This action may be initiated Government revenue
after issuing notices to the person concerned amounting to ¥ 4.71 lakh.
and instituting cases against them under the The Department stated
Public Demands Recovery (PDR) Act. (October 2010) that at the
instance of audit,

instructions had been issued (September 2010) for fixing the time limit of one
month for disposal of referred and impounded cases.

5.2.10.2

Non-realisation of revenue in finalised and impounded

We cross checked the registers of impounded cases and statements made
available by two DSRs and one Deputy Collector (Stamp)'® 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
< 7.51 lakh. Notices were issued/being 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.

Bhagalpur (9 cases - 3.84 lakh), Gaya (4 cases - ¥ 36,840) and Gopalganj (3 cases -
T 49.,960).

Gopalganj (25 cases - T 4.11 lakh), Motihari (54cases - ¥ 2.79 lakh) and Deputy
Collector (Stamp ) Bhagalpur (2 cases -T 60,859).
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- "Chap'ter‘-V', Other T: ax Receipts’

:'Durrng scrutmy of
‘records of mine!” -
test = checked
districts, o we

 presented between

' March 2009 . were
referred” (between
‘December 2002
~and March 2009)
-by ‘the DSR/SR to

) the Collector/][RO for determmatlon of market value of’ ‘the. propertles as -
L requrred under sectron 47 (A) of IS Act, after delays - rangmg from one to
-+ 3,233 days.. “This - resulted in"non-execution of :referred cases. The delay in
- .referring | cases and therr tlmely dlsposal also caused hardshlp to the executant, '

pubhc DR che T e :

‘.]Durmg CLoss venﬁcatron of the regrsters of referred cases and Sstatements
- made ava1lab1e by three18 IROs and - f1ve19 DSRS for the period 2004-05to

- 2008-09 we observed that out of the cases: referred to DR/IRO for valuation of

’ land/property under sectlon 47 (A) of IS Act, 1565 cases were finalised by the .

.+ Collectors/IROs and sent back between November 2004 and February 2008 to -
. the DS]WSR for execution of deeds ‘which remained pendmg with them. This -

", resulted in non-realisation of Government revenue amountlng to 5. 24 crore
;Abased on the statement furnlshed by the. ][ROS/JDSRS ' '

" The Department stated (October 2010) that 1nstruct10ns had been -issued for g
. speedy - dlsposal of referred and 1mpounded cases We awart further reply
: (]December 2010) ! o : v .

. 5 2 E@ 5 Ncn=ﬁnaﬁrsatwn @f referred cases

.,_'Whﬂle rev1ew1ng the Regrster of referred cases and statements made avarlable o
. ‘by two IROs (Muzaffarpur and- Patna) and 102 DSRs for the perrod 2004-05
L to 2008-09, ‘we observed that out of 3,968 cases referred to Collectors/IROs,

© 1,034 cases: pertaining' to the period 2004-05 to 2008-09 for determmatlon of S
... ‘market value of property were pending for disposaliill the date .= .-
o .caused blocklng of Govemment revenue of 3 3 21 crore Beu_. TR

“Bhagalpur Gaya Gopalga“
‘Siwan.

'thagalpur Muzaffarpa ad
Gaya, Gopalganj, Madhubani, ivi A5l ' ' -

- ‘Bhagalpur, Gaya, Gopalgan], Jamul, Motrharl Muzaffarpur, Nalanda Patna, Purnea

' and Srwan :

islanda, Patna, Purnea and

20

‘73 .m

‘observed that 616. - -
cases - involving a’:A e
‘sum of ¥ 1.67-crore -~ -

October 1997 and ™ - |




- '»_-f Audit Repo"rt, (Revenue Recezpts) -ﬁ)’r"t._he yeqnieﬁdéd 31 March20]0 L

N e 4, 29 croreu__ transferred from Collectors to l[ROs after 1ssue of the order of -
May 2006 were also pendrng for dlsposal ‘

- : i_‘]lnmnt for sendmg the cases l‘or determmatnon of man‘ket valne and dnsposal 7
- of rm}ponnded cases and also lfolr unstﬂtntnng RRCS after the demands have ~

. ,‘S'_‘rutmy of records revealed e

,collectlon and’

_'-authorltres But in absence of

total, “amount. -collected - by

expenses

fixed on -
.’;mfrastructure. o )

- the’ Reglstratlon
’]Department ‘was- utilised -for- .~
makmg ST
payment. for and-on behalf of
“aforesaid - local ‘bodies/ -

any 1nc1dental expenses fixed
_ 'the’_ o
,.Go »rnment/Department the -~

“them- -had . been paid to- the:tj’:_ ':
v-bod1es/ authorrtres ‘without - © .
-deductlng the j mcrdental

: Slmllarly, _ 'o” mcrdental e
€Xpenses were elther fixed or R
‘reahsed by the Reglstranon L

Dep artment_on’ the scanning .
' oes of mstruments




-Chapter-V: Other Tax Receipts - - .

T h Department PO
(Audit Cell) ‘works as - the © =
Internal Audnt Department of =

‘the ‘Reglstratlon Department. ’
'_The scope and extent of -

As per the ‘norms: lald‘-ﬁ_.'

down by h - Bihar . .-
“Reglstratlon -~ .Marual,; ...~

: ' ofﬁces Twere.
equ1red‘ to _be 1nspected
by .the 1nspect1ng_‘f
'»authorltles S

':conducted durmg 2004 05 o
‘to 72006-07 was notf;}gf

furmshed to us; However, -~
“as per-the’ data furnished".
.»pertalmng to-. the “period . -
:2007-08 and 2008-09, we - . . -
‘observed-'that only. 127 .

'ofﬁces (15 per cent) were:
: ;j.authorltles;':_{{ S
' f18§_1'2f‘_ ofﬁcesf”‘f R

requlred to -be mspected as detalled in the»followmg table




ludit Report (Revenue Receipts) for the vear ended 31 March 2010

No. of offices No. of offices Shortfall Percentage of
required to be inspected inspection
inspected
2004-05 421 Not furnished - -
2005-06 421 Not furnished - -
2006-07 421 Not furnished - -
2007-08 421] 53 368 13
2008-09 421 74 347 18

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

Name of
inspecting
officers 2008 2009
No. of No. of offices Shortfall No. of No. of offices  Shortfall
offices inspected offices inspected
required (in per cent) required (in per cent)
to be to be
inspected inspected
IGR 19 1(5) 18 19 4(21) 15
IRO 110 37 (33) 73 110 63 (57) 47
DR 110 Not furnished 110 110 Not furnished 110
DSR 182 15 (8) 167 182 7(4) 175
Total 421 53(13) 368 421 74 (18) 347

The Department stated (October 2010) that it is considering establishing an
internal audit system to strengthen its inspection and IROs will be empowered
to conduct internal audit/inspections.

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

Improper exemption of fee under Article ‘O’

From scrutiny of the

@per Article ‘O’ of the table of fee under thh ey Book;, Delivery

Indian Registration Act, when a document BCnglCl‘I . am.l
remains unclaimed for more than one month after | Exemption of "0
completion of registration, a fee of ¥ five shall be ?cc L SegIster
charged for every month or part thereof beyond “.f]d _ m‘Cb. R R'
the first month after such completion. The Gopalganj, ; we
amount of fee shall not exceed ¥ 100 in any case. observed that 8, ].(’7
The District Registrar is not empowered to waive documcms. rcla_tmg
to the period from

‘O’ fee except in cases of hardship. 6 Julv 2003 t
5 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 documents without
charging ‘O’ fee of ¥ 2.10 lakh

The Department stated (October 2010) 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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.*-s"»ign'ingb'y the :.then. DistriCt" Sub,.Registrar ,_o,n" the "fma__l endorsement of the

~deeds. The Department further added that the District Registrar-cum-Collector

* ‘had rightly in exercise of power conferred under the note to Article ‘O’ and. - .
‘P, waived ‘O’ fee only for a month with effect from the date of order. We do -
- 'not agree becaus¢ the remtssmn granted did not belong to the category of

“hardship. Besides, act1on taken agalnst the errmg ofﬁcer has also not. been
_'furmshed . -

. _The rev1ew mdlcated that the systems establlshed by: the lDepartment for

- assessment, levy and collectron of stamp duty and registration fee were

deficient. Lack of prov1s1ons in the Acts/Rules constralned the Department
effectmg trmely recovery from defaulters ,

'{The ]Department falled to co- ordmate with other bodles/Departments to collect o
" timely information on- the number of documents to ‘be regrstered leading ‘to ,
,-'substant1al loss of stamp duty and registration fee Moreover the Department = -

~ failed to follow various provisions:of the Acts/rules. resultlng in significant -
~amount of non/short assessment arid realisation of stamp duty and registration. "~ -

“The Govemment/Department may consrder 1mplementlng the

- ‘{fvrecommendatlons noted under the respectlve paragraphs with:special attent1on‘ .

" '-fto the followmg to rect1fy the system and comphance deﬁc1enc1es

| 2 :" ’ strlctly follow the- budgetary procedures under prov1s1ons of Rule 54 of

: the Bihar- Budget Procedures in preparatron of budget estimates;’

"o ensure that -the 1ntemal control mechamsm 18 strengthened and 1ts
: effectweness is- per1od1cally rev1ewed ' -
= ° fix ‘the norms ‘for penod1cal mspectlon of all pubhc offices and" :
e prescribe reports/retums to be submltted by them and their perlodlclty'
of subm1ss1on L SR

e prescrlbe a tlme frame for 1nst1tutmg revenue recovery certrﬁcates and o

" follow up action thereof

el 'prescnbe a time lnmt for. sendmg the referred/lmpounded cases and its
‘ ‘ ‘ﬁnahsanon and : : 7

e 'prescr1be the rate of m01dental expenses for collect1on of revenue on
. ‘behalf ofa body/authorlty/ SCORE ' '

11
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CHAPTER-VI
NON-TAX RECEIPTS
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;‘:,'We test checked the records of the recerpts from water rates, mines . and

';mmerals forest etc., during the year 2009-10 and detected loss/non-recovery
. ofrevenue etc. and other deﬁcrencres of ? 376. 66 crore in3 14 cases which fall
: .under the followmg categorres o

. Durlng ‘the” year . 2009 10 h " concérned . Departments- accepted
underassessment and- other deﬁc1en01es ‘efc.: involving - ? 305:96° crore -in
268 cases; of which 237 cases involving Z-281.58 ‘crore were pomted out
“during the . year 2009 10 and the rest durlng the earher years.

A few 111ustrat1ve cases 1nvolv1ng tax effect of‘ 3 7 73 crore ate mentloned in -
the followrng paragraphs '







We 'observed‘.“_
bétween June'and -~
August 2009 that -
in’ five® district
mlmng “offices, * U
230° brick_kilns
were operated n:
hrrck season4'} o
2008-09, - out :of -
which. 208 brick - -
kilns owners did” -
not -.-_pay»" duef
royalty oo
R 1 ()7 crore
- Whlle “the " other”
'522 owners madef;'v

: After we pomted th1s out, :the Government/Department wh11e acceptmg the o
audit ot i ed-in Septemb or 2010 that the-certificate cases have been -
: er ;. developments ‘are. awaited

. .,;Arwal Aurangabad Gaya, Jehanabad and Muz ‘ffarpur ST
ACategory-II 19: and Category—III 211

‘very year to March of the subsequent




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

6.4.2 Non-levy of penalty for illegal removal of brick earth

We observed
@e 40 (8) of BMMC Rules prescribes that the between June 2009

penalty for any illegal mining includes recovery and February 2010
of the price of the mineral, rent, royalty or taxes that in 17 d‘S‘T‘C;
as the case may be, for the period during which mining offices, 514
the land was occupied by such person without any brick  kilns  were
lawful authority. Further, Rule 40(1) ibid operated in brick
prescribes initiation of criminal proceedings season 2008-09
attracting punishment of simple imprisonment without paying the
that may extend to six months or with fine which consolidated amount
may extend to rupees five thousand or both. | of ~royalty —and
Besides, as per rule 43 (A) of the BMMC Rules, without valid
Government may charge simple interest at the rate permit. There is

nothing on record

taken to stop the
business 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.

of 24 per cent per annum on any rent, royalty, fee ;
Q)ther sum due to the Government. / about the action

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 permit 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 2010).

6.4.3 lllegal operation of moving brick kiln

We observed in
December 2009
from inspection
reports  of  the

/ As per Government of India, Ministry of Forest and\
Environment  Notification (December 2001)
circulated by State Government (June 2005),
operation of moving brick kiln® has been prohibited. Miisiing nspector of
In case any moving brick kiln is operated, it should | .. mining
be closed and penalty should be imposed and legal | o ce, Sheikhpura
\action should also be taken. /

that seven moving
brick kilns
(category-1II) were in operation during 2008-09. Neither was any penal action
initiated for closing the operation of these moving brick kiln nor was any

Begusarai, Bhagalpur, Bhojpur, Gaya, Gopalganj, Jamui, Khagaria, Lakhisarai,
Madhepura, Motihari, Muzaffarpur, Nawada, Patna, Rohtas, Saharsa, Sheikhpura and
Supaul.

Category-I: 08, I1: 33 and II1 : 473.

Moving brick kiln — Other than fixed brick kiln and temporary structures
where bricks are manufactured without having chimney.
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i,demand for royalty and minimum. penalty equrvalent to royalty n terms of b-
~ Rules zbzd raised against the defaultmg ‘brick kiln owners. This resulted in ..
- non-raising of demand-of ¥ seven lakh 3.50 lakh. as royalty and ¥ 3.50 lakh

as: penalty) Besides, mterest amountlng to < 70 756 is also leviable.

" After we pomted this ‘out, the Government/Department whlle acceptmg the

“audit observation stated in September 2010 that FIRs were lodged agamst all .
- the defaulters and certlﬁcate cases were also instituted against them We awalt
’*'?'_bﬁlrther developments in' ‘the matter (December -.20l0)

District Mining Office, Banka

-~ We observed ,
o September 2009 that :

a sum- . of”
T 36.64 ,lakh was.
deducted as royalty «
from the bills of six

-works contractors'
during <~ the ““year -
2008-09- for use of
mineral in earth
work  in. 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 .

the earth 1llegally for ‘which they were hable 10 pay . minimum penalty

: "':equwalent to-the amount of royalty ie. T 36.64 lakh in terms of the rules: But ~

the concerned DMO ne1ther lev1ed penalty of % 36 64 lakh™ nor mltlated any ’
- actlon as per rules.

. After we pomted thls out, the Government/Department while acceptlng ‘the -
- -audit observation stated in September 2010. that DMO, Banka was instructed
"'to send the report after takmg sultable actlon Further development is awa1ted'

' _:fﬁ""'(December 2010) ' : : : ’
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- We. observed, in .
7_;Ju1y 2009 that three ,' e
,,stone quarrles ; R
_auctionéd -
.2.89 crore in -
| :March " 2008. The._,v S
| settlees “had’ to pay. S
toyalty of 5781 . _
“Jakh” (one fifth® of,';'
the auctlon amount)f R
]before, January~ -
_;2009 as the ﬁrstl"
1nstallment ",fo_r» S
;J'_'"’extractron f’énd o
“"Z,dlspatch of . stone S

December 2009 that:,,tf;
elght stocklst._.;_
v hcensees depos1ted a. -
sum. - of 673 lakh .
agamst ‘the “due.
“amount of T 12, 42,0
‘lakh_on’ accoun‘ “of -
1nsta11ments of atction” - -
f'-amount for the years,'a»}
._,2006 2007 and 2008 .
~with - delays ranging
between. 45 to 732, . .-
“days. © ‘The - Mines "
) Development Ofﬁcer_‘» o

. Stocklst llcensee is 'a person who has een granted a hcense to stock stone for use 1n
; the crusher w1th1n/beyond the leasehold area. o : -
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, licence as per the rules Thls resulted in non—real1sat1on of auction amount of
'X5.69 lakh and non-levy of interest of ¥ 1.77 lakh "

- After we pointed this out, the Govemment/Department while accepting the

~ audit observat1on stated il September 2010 that.the Mining Officer has been

. directed to ensure action as per rules and send a- report We await further
developments (December 20 10).--

bs TE‘R mausl

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-
durrng 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. EE,
, ~ Tirhut Canal Division,
Muzaffarpur stated that due to’ ﬂood and consequent loss of crop, khatiani
~could not be prepared. The EEs of the remdining three divisions stated that
shortage of staff was the reason for non-preparation of khatiani. We do not
agree with the above explanatlons since neither the occurrence of floods nor
~ the shortage of staff can be a vahd reason for: fa1lure to collect revenue due to
_-the Government : ’ : '

The matter was reported to the Govemment 1n Apnl 2010; we await their |
’ reply (December 2010) :

B Tlrhut Canal Division no. 1 Bettlah Tirhut-Canal D1v1s1on no. 2,. Bettiah; Water -
' ways Division, J ehanabad Soné Canal D1v1s10n, Khagaul and T1rhut Canal D1v151on
Muzaffarpur.
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uly 2008 and October
\%2009 : . that - the
‘management: of the
‘Canal - [Sys'tem” - for
rrigable. © area  was
ansferred .to l610

from water users durrng

"1rr1gated land at the rate

gainst _' “which™ . the

Government™ - - share:

30.per cent) amounting

“account by the Samities.

%16.92lakli, out ' of

"? 1.29 lakh' relating to

»'AdIVISIOIlS in June 2010 leaving an unreahsed balance of < 75 78 lakh. -

- -of its Annual Financial Balance Sheet: to the EE, no, such Balance Sheet-was

o : __fiavvallable with the D1v1s1on Consequently, neither wa&the EE able to ascertain . | ,
“‘the correctness’ or appropnateness of expend1ture of the ‘balance’ 70 per cent -
'—retamed by the Samztzes for the purpose of reparr malntenance and :

l

o * Canal D1v1510n Khagual, Patna. =~ . . %
190 . Ara:3, Buxar:5'and’Khagaul : 8. R

»:iWe observed ‘between -

Sammes '
relatmg to the perlod»
2007-08 and 2008- 09 as- -
| .per the MOUs. The

water. rate: recoverable e

2007-08 and 2008-09 -
L arrrved at -
.09 crore( Kharzf
'2.08  crore,” ' Rabi:.
‘? 1.01 crore) calculated S

‘on the basis of area of

_f?’88 and T 75 per .

re for kharzf and rabi-
respectlvely o

£ %92701akh -was
equired to be deposited . .-
into the  Government.

The Samztzes however a )
deposited 'f only"

Which a sum of

“the penod 2007 08 to 2008-09 was deposr_ted in the year_ 2009-10 and 2010-11 . | -
by .two . Krzshak Samities. (Korlwar and:Sakla) as. reported: by the concerned o

Though Para 7 of Form 7 of the, MOU requrred the Samities to submrt acopy

Sone- Canal D1v1510n Ara Ganga Pump Canal D1V1s1on Chausa Buxar and Sone .
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Chapter-VI: Non-Tax Receipts

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 correspondence was
being made and directions were being issued to the Samities for deposit of the
amount. Further report is awaited (December 2010).

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

R Bt A

Patna (PREMAN DINARAJ)

The - Principal Accountant General (Audit),
: Bihar
Countersigned

New Delhi (VINOD RAI)
The Comptroller and Auditor General of India
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ANNEXURE-T
(Refgr:‘ Péragraph 1.2.3)

Non-production of records to Audit for scrutiny
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Annexure

SL
No.

Name of
Circles

Name of dealers
TIN

ANNEXURE-III

(Refer: Paragraph 2.12)

Application of incorrect rate of tax

Name of

commodity sold

Sale value

Rate leviable/

levied

(In per cent)

hhurlil;\i‘\

Interest

Penalty

(Amount in T)
Total

1. | Bettiah M/s Mahabir Construction 2006-07 | Stone chips etc 30,52,150.00 125 2,59,432.00 97.287.00 7,78.296.00 11,35.015.00
10260696085 4
M/s Narayani Nirman 2006-07 | Stone chips etc 1,35,29.576.00 125 11,50,013.96 4,31,255.00 34.50,041.88 50.31,310.84
10260708016 4
2. | Danapur M/s Aqua Softech pvt Itd. 2008-09 | Packaged 30,94,593.00 125 2,63,040.40 74,966.40 7.89,121.20 11,27.128.00
10041343098 Drinking Water 4
3. | Patliputra M/s U.P. State Bridge 2006-07 | Stone chips etc. 4,11,66,863.25 12.5 34,99,183.38 15,68,068.86 1,04,97,550.14 1,55,64,802.38
Corporation Ltd. 2007-08 4
1005114032
M/s Chankva Technos 2007-08 Stone chips etc. 18,73,610.50 12,5 1,59,256.89 50,165.64 4.77.770.67 6,87,193.20
10050326074 4
4. | Patna M/s §.B.Industries 2008-09 | Packaged 1,25,98,155.02 125 10,70,843.15 88,243.53 32,12,529.45 43.71,616.13
Central 10150051095 drinking water 4
5. | Patna South | M/s United Telelink Pvt Itd. 2005-06 | Mobile Phone 12,40,60.642.02 12,5 1.05,45,154.57 71,17,979.33 |  3,16,35,463.7 4.92.98,59761
10123146011 4
M/s Genesis Enterprises 2005-06 | Submersible 2,77,22,793.96 125 23.56,437.48 16,25.941.76 70,69,312.44 1,10,51,691.68
10120689098 Pump etc. 4
M/s Linkwell Telesystems 2005-06 | PCO Billing 10,63,04,031.52 12.5 90,35,842.67 40,63,452.50 | 2,71,07,528.01 4,02,06.823.18
Pvt Ltd. to Machine 4
10122317049 2008-09
6. | Patna M/s Patliputra Equipments 2007-08 Excavator etc. 40.40,47,302.87 1 0 3.43.44,020.74 | 1,18.48,687.15 | 10,30,32.062.22 | 14.92.24.770.11
Special Pvt. Ltd. 4
10010651037
7. | Raxaul M/s Perfect International 2007-08 Stone chips etc 2,01,62,002.12 121§ 17,13,770.18 5,39.837.55 51.41,310.54 73,94918.27
Export and Import 4
10320438094
Total 75,76,11,720.26 6,43,96,995.42 | 2,75,05.884.72 | 19,31,90.986.26 | 28,50.93,866.40
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AN NEXURE IV
(Reﬁ'er' Paragraph 5 2 7)  ' : :
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