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This Report 1s prepared for submrssron to the Govemor of the State of

o E:Haryana under Artrcle 151 of the Const1tut1on of ][ndra

o The audit of revenue recelpts of the State Government is. conducted’ L

‘under - Sectlon 16 of the Comptroller and Audltor Generals (Duties,

'_1'~Powers and Cond1trons of Serv1ce) Act l97l Thrs Report presents"‘* o

B the results of audit of recelpts comprrsrng taxes on - sales, trade
ete /value added tax, stamp duty and regrstratron fee state ex01se duty,
C ,taxes on vehrcles passengers and goods tax, agrrculture (purchase tax) .
and- non-tax recerpts of the State o o

. The cases mentroned in the Report are among those Wthh came to- . o

B . notrce in. the course of’ test audrt of accounts durrng the year 201 1- 12 as R

| ?'well as those .wh1ch had come to notrce in earlier . years but could not be SR

dealt wrth 1n prevrous Reports matters relatrng to. the’ perrod ‘_

subsequent to 2011 l2 have also been 1ncluded wherever necessary

4. Z’l‘he aud1t h1as been conducted in conformrty wrth the Audrtlngjbf.*':’ ER

h ;‘Standards rssued by the Comptroller and Audrtor General of lndla
R l _

A
1
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This Report contains two Performance Audit and 18 naragraphs relating to
non/short levy of taxes, dutles 1nterest and penalty etc., 1nvolv1ng tax effect of
¥ 1,746.01 crore. :

Chapter I is based on the audit of Finance. Accounts and State Budget for the

year ended March 2012.' This Report. provides an analytical review of total

revenue receipts of the fState Government for the year 2011-12.  Revenue
raised by the Government comprises of tax and non-tax revenue. '

o The total - revenue receipts’ of the- State Government for the year

2011-12 were ¥ 30,557.59 crore. Revemie raised by the Government .

during the year was ¥ 25,121.11 crore, comprising tax revenue of
20,399.46 crore and non-tax revenue of ¥ '4,721.65 crore. The State
~ Government also received ¥ 2,681.55 crore as State’s share of divisible
* Union taxes and % 2,754.93 crore as .grants-in-aid from -the
. Government - of Ind1a The increase in Revenue Receipts over the.
prev1ous year by ¥ 4,993.91 crore (20 per cent) was malnly on account

© of increase in the State's own tax and non-tax revernues. . -

(Paragraph 1.1.1)

e Test check of the records of the Sales Tax/Value Added Tax Stamp
Duty and Reglstratlon fee, State Excise, Taxes on Goods and -
Passengers, Taxes on Vehicles, Other tax and Non-Tax receipts

- conducted during the year 2011-12 revealed under. assessments/short

,.levy/non—levy/loss of revenue aggregating ¥ 2,866.67 crore in 9,130
cases. During the year 2011-12, the Departments ~accepted
underassessment of ¥ 1,765.33 crore'in 6,619 cases. Of these, the .

.- Department recovered ¥ 2.67 crore in 190 cases.:

. S B (Paragraph LMJ)

- The Haryana Govemment decided in the year 2003 to 1ntroduce a taxation

structure based on the value added tax (VAT) in the State in place of existing - '

. General Sales Tax Act. The objectives of implementation of VAT were inter-
-alia, to help common people traders, industrialists and also the Government
by making tax structure 1s1mple and more transparent. The revised system

- replaced the existing’ system of annual assessment by the assessing authority
(AA) by a system of self assessment by the dealers subject to scrutiny/audit by

Excrse and ' Taxation ]Department We observed the deﬁ01enc1es in the
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,planmng, strategles and in the transrtlonal process in the VAT Acts and Rules = -

across the State.

In this Chapter we present the findings of one Performance Audit |

“Assessment, Levy and Collection of tax on Works Contracts” involving
T1,715.02 crore and illustrative cases of . 10.99 crore selected from
observations noticed during our test check of records relating to assessment
~ and collection of VAT and CST in the office of the DETCs where we found
that the provisions of the Acts/Rules were not being observed by the AAs.

A Performance Audrt on Assessment, Levy and Collection of tax on Works
Contracts revealed the followrng :

o Failure. of the Department to analyse the available information and
- institute a system of exchange of inter Departmental database resulted in
- non-realisation of revenue of ¥ 283.88 crore from unregistered works
contractors and short deduction of Works Contract Tax (WCT) by
contractees T 88.26 crore.

(Paragraphs 2.2.8 and 2.2.9)

o Failure of the Department to get their guidelines followed by the
- assessing authorities (AAs) resulted in non-levy of tax- and penalty of
¥ 1,303.16 crore.

(Paragra]phs 2.2.12.1 and 2.2.12.2)

o Allowance of inadmissible deductions from gross turnover resulted in
short realisation of tax 0of ¥ 9.17 crore. :

v

(Paragraphs 2;2.12.3 to 2.2.12.6)

- o Wrong classification of transactions of sale as works contract resulted in
short realisation of tax of ¥ 22.47 crore. -

(Paragraph 2.2.13)

o Incorrect application of rate of tax in 1espect of unclassified item

resulted in underassessment of tax of ¥ 8. 82 crore (1nclud1n0 interest of

3 3.81 crore)

(Paragraph 2.3.1)

s



" Executive Summary

o Failure of the AAs. to cross verify the transactions of salés and
purchases from the Departmental authorities within. Haryana- before
finalising the assessments led to evasion of VAT amountmg to
% 1.26 crore (1nclud1ng penalty of ¥ 94.53 lakh) ' ‘ E

.. (Paragraph 2.4,1)

- State excise revenue is dne of the ‘most important sources of tax revenue. It
- ‘consists mainly. of shop rentals, fees for licenses issued to distilleries,
breweries and liquor dealers, duty on liquor, taxes and composition fees, fines,
penalties etc. State Ex01se Duty is levied by the State Government under a
- constitutional prov1s1on ' State Government levies duty of excise on alceholic
liquors for human consumption and on opium, Indian hemp and other narcotic
drugs manufactured or produced in the State and countervailing duties on
similar goods manufactured elsewhere and brought into the State. The levyis -
- governed by the State Excise Act and the rules made there under.

- This Chapter contains illustrative cases of ¥ 4.75 crore selected from
.. obsérvations notlced durlng our test check of records relatlng to levy of State
Excise Duty '

o Tl_ie _Department did not take action to recover the differential amount

~ of license fee from 17 defaulting allottees of retail liquor outlets, after

- re-auction of vends at the risk and -cost clause of the contract
cond1t10ns, deprlvmg the Government of revenue of ¥ 2.67 crore.

} | (Paragraph 3.2.1)

‘e Non levy of 1nterest on delayed payment of monthly instalment of

license fee by 97 licensees for the year 2010- ll resulted in loss of -

X 1.06 crore to Government exchequer '

(Paragraph 3 2 2)

e The Department d1d not take action under the Rules to recover l1cense
~fee from the defaulting 10 licensees of’ reta1l liquor outlets resultmg in
- short recovery of hcense fee and interest of ¥ 1.02 crore.

(Paragraph 3.2, 3)’ ,

xi
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4 Chapter1v

Stamp Duty

The Indian Stamp Act, 1899 (IS Act) and the State Acts impose duty on
various instruments specified in the Schedules thereto at the rates specified
therein. Such duties are paid by the executors of instruments by either using
impressed stamp paper of proper denomination or by affixing stamps of proper
denomination on them. The State Governments have made rules for the
purpose of the Act by virtue of powers vested in them. These rules lay down
the detailed procedure for determination and collection of stamp duty. The
Indian Registration Act, 1908 (IR Act) and the Rules made by the State
Governments there under, broadly outline the system of assessment and
collection of revenue under Registration Fees.

This Chapter contains illustrative cases of ¥ 4.13 crore selected from
observations noticed during our test check of records relating to levy of Stamp
duty and Registration fee.

Revenue and Disaster Management Department

e Undervaluation of immovable properties in conveyance deeds resulted
in evasion of SD of ¥ 23.92 lakh.

(Paragraph 4.2.1)

e Misclassification of instruments by the Department resulted in short
levy of Stamp duty of ¥ 1.33 crore.

(Paragraph 4.2.4)

e Short levy of Stamp duty of ¥ 2.22 crore on sale deeds of plots with an -
area less than 1,000 square yards due to application of incorrect rates
of agriculture land instead of residential land.

(Paragraph 4.2.5)
5.  Chapter-V
Taxes on Vehicles, Goods and Passengers

Excise and Taxation Department (Passengers and Goods Tax)

Under the State Motor Vehicles Taxation Act and the Rules made there under,
the Motor Vehicles Tax and Passengers and Goods Tax are leviable at the
specified rates on every motor vehicles used or kept for use. Similarly in
respect of public service vehicles, an additional tax is to be paid by the owner
at the prescribed rates.

xii



Executive Summary

This chapter contains Performance Audit on “Receipts from Passengers and
Goods Tax” with financial impact of ¥ 6.60 crore and an illustrative case
involving ¥ 33.51 lakh.

Performance Audit on “Receipts from Passengers and Goods Tax” revealed
the following:

e [ack of co-ordination between RTAs and DETCs offices resulted in
evasion of tax of ¥ 91.93 lakh in the case of 368 maxi cab/taxi.

(Paragraph 5.2.12.1)

e Non recovery of Passenger Tax amounting to ¥ 49.88 lakh, interest of
% 20.07 lakh besides penalty in 309 cases of maxi cabs/taxies.

(Paragraph 5.2.13.1)

e Non recovery of Passenger Tax amounting to I 17.08 lakh and interest
of ¥ 2.71 lakh in the case of buses owned by co-operative societies in
four districts.

(Paragraph 5.2.13.2)

e Non recovery of Goods Tax in 10 DETCs offices amounting to ¥ 3.15
crore and interest of ¥ 1.18 crore in 2,630 cases.

(Paragraph 5.2.14)

e Non recovery of passenger tax amounting to ¥ 34.28 lakh including
interest of ¥ 13.23 lakh in 81 cases out of 560 cases assessed.

(Paragraph 5.2.15)
Transport Department

e Bid money of ¥ 33.51 lakh was neither deposited regularly nor
demanded by five Regional Transport Authorities from the owners of
20 transport co-operative societies for the years 2009-10 and 2010-11.

(Paragraph 5.3.1)
6.  Other tax and Non-tax Receipts

This chapter contains an illustrative case relating to Mining Department,
where the bid money and interest amounting to ¥ 3.84 crore was not
recovered.

Mines and Geology Department

e The Department failed to take timely action to recover the balance bid
money from the contractors resulting in short realisation of bid money
of ¥ 3.84 crore including interest of ¥ 80.10 lakh.

(Paragraph 6.2.1)

X1il
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[CHAPTER I: GENERAL]

1.1.1 The tax and non-tax revenue ralsed by the Government of Haryana

durmg the year 201]1 12, the State’s share of net proceeds of divisible Union ’

‘taxes and dutres assigned to States and grants-in-aid received from the

" Government of India (GOI) durlng the year and the precedmg four years are -

mentioned below -

< in crore

Revenue raised by the State Government . .
| o Taxrevenue | 11,617.82 | 11,655.28 | 13,219:50 |- 16,790.37 ©20,399.46
o Non-tax, 5,097.08 | 3,238.45 2,741:40 3,420.94 | 4,721.65.
revenue |- o f oo o | : - '
Total | 16,714.90 | 14,893.73- .| 15,960.90 | 20,211.31 25,121.11
.-'| Receipts from the GOI . L o . K
o Share of net| 1,634.36 | .1,724.62 | 1,774.47 | 2,301.75 2,681.55
~ proceeds. - of : . - \ :
.- divisiblel
Union *taxes |-
~ and duties' L L~ . _
o Grants-in-aid | 1,401.48 1,833.96 | 3,257.29 | 3,050.62 2,754.93
" Total | 3,035.84 | 3,558.58 | 5,031.76 | 5,352.37 5,436.48
. | Total revenue 19,750.74 | 18,452.31 - | 20,992.66 | 25,563.68 | 30,557.59 -
receipts oﬁ‘ the - : B o '
State -
Govemmelmt
and 2) , _ T
. 4. |Percentageof - | - 85 | 81 | 16| 19 .7
~~1¢03~Jv - D

The above table mdlcates that durmg the year 2011 12 the revenue ralsed by
the State- Government (% 25,121.11 crore) was 82 per cent of the total revenue
recelpts as agamst 79 per cent in the precedmg year. The balance 18 per cent
of recerpts durmg the year: 2011 12 was from the GOL.

The increase of ? 4 993.91 crore (20 per cent) in revenue recelpts in 2011-12
over the previous year was on account of i increase in the State’s own share- of
tax and non-tax revenue 0fX 4,909.80 crore (24 per cent).

': The decrease of ? 295.69 crore (10 per cent) n ‘grants | m—ard in 2011 12 over-
i the previous year was mamly on account of decrease State plan grants of
. %75.20 crore- (10 per cem‘) and non—plan grants of ¥519.47 crore

(29 per cent). |
]
: J

: , - .

. For detaﬂs\ please see Statement No. 11 - Detalled accounts of revenue by minor
heads in the ‘Finance Accounts of the' Government of Haryana for the year 2011-12.

~ Figures under the head 0021 - Taxes on income other than corporation tax - share of
- net proceeds assigned to States booked in the Finance Accounts under A - Tax
revenue have been -excluded from revenue raised by the State and mcluded in. the

State s share of divisible Umon taxes in this statement : '
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1.1.2 The following table presents the details of tax revenue raised during
the period 2007-08 to 2011-12:

(T in crore)
Sr. eadof | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | Percentage
No. | "“" g e Bl Sral g el - ; ' of
| increase(+)/
- | decrease(-) in
| 2011-12 over
ol i S : : - 2010-11
1. | Taxes on sales, 7,72098 | 8,154.73 | 9,032.37 | 11,082.01 | 13,383.69 (+)21
trade etc./value
added tax
(VAT)
2. | State excise 1,378.81 | 1,418.53 | 2,059.02 | 2,365.81 | 2,831.89 (+) 20
3. | Stamps and registration fees
Stamps — 91.37 | 1,030.90 94591 848.09 99.76 (-) 88
judicial
Stamps — 1,651.94 267.27 341.86 | 1,450.33 | 2,646.35 (+) 82
non-judicial
Registration 19.97 28.22 5.79 20.86 46.89 (+) 125
fees
4. | Taxeson 37939 | 37029 | 39145 387.14 | 42932 (+) 11
goods and
passengers
5. | Taxes on 233.79 239.30 277.07 457.36 740.15 (+) 62
vehicles
6. | Taxes and 107.45 106.31 119.58 130.27 166.43 (+)28
duties on
electricity
7. | Land revenue 9.38 8.58) 9.43 10.02 10.95 9
8. | Other taxes 24.74 31.15 37.02 38.48 44.03 (+) 14
and duties on
commodities
and services
Total 11,617.82 | 11,655.28 | 13,219.50 | 16,790.37 | 20,399.46 +21

The following reasons for variations were reported by the concerned
Departments:

e Taxes on sales, trade / value added tax (VAT): The increase in revenue
receipts (21 per cent) was mainly due to Gross Domestic Product (GDP)
growth and inflation. However, large variations were due to buoyancy in
economy.

e State Excise: The increase in revenue receipts (20 per cenf) was mainly
due to increase in license fee of country liquor (CL) and Indian made
foreign Liquor (IMFL) and also due to better formulation and
implementation of Excise Policy.

e Stamp duty and registration fee: The increase in revenue receipts was
mainly due to increase in number of transactions of immovable property.
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Chapter-1: General

"o Taxes on vehicles: The increase in revenue receipts (62 per cent) was due

to mobilisation of additional resources by making good efforts to realise
tax. - - ' ' '

e Taxes and duties on electricity: The increase in' revenue receipts

(28 per cenf) was mainly due to enhanced realisation of electricity duty
+from the consumers by the Power Utilities. -

1.1.3 The. followmg table presents the details of non-tax revenue ralsed |
during the penod 2007-08 to 2011 12:

® in crore) -

1. | Urban 2,805.24| 884.50| -133.70|. 974.54| 1,039.35 |. +)7

development

2. | Interest | 75720} 776.28| 667.88| 689.34| 864.96° (+) 25
receipts .

3. {Road |l 622.56| 645.04| 699.57 761.72| 85296 | - (H)12
transport L ‘ :

-4. | Non-ferrous | 215.74| 19597| 24749, -. 82.59| . 7553 OF
' mining . and || e _ ;

- | metallurgical
industries

5. |Other | 105.54| 12095| 96.81| 11563 9995 | (914
administrative | ' : - ,
services

6. |Miscellaneous | 91.25| 89.39| 95.93| (-9.75°| 12849 | (1417
general : ‘- : .
services

7. {Major  and| . 7227 74.01| 21856| 202:26 583.16 (+) 188
medium . S |- .
_{irrigation

8. |Education, | 117.70| 156.10| 285.10| 270.37| -295.72 )9
sports, art and . ) . ' :
culture

9. | Police  4144| ss22f 3511|6153 6264 | (H)2

10. |Forestry and| ~ 33.79| 40.74| ~ 56.13| 4432 3912 | ()12~
wildlifé : :

11. |Medical and| 64.91| 30.94| 3023 47.06] 54.79 16
~ | public health. | _ =i | .

12. | Other non-tax | 169.44| 169.31| 174.89| 181.33| 62498 |  (+)245
© - | receipts . : .

" Total - “5,097.08 3,238.45 2,741.40 | 3,420.94 4,721.65 - (+) 38

The followmg ‘reasons for varlatlons were reported by the concerned

~ Departments: |

2 Includes 4 413 94 crore as book ad_]ustrnent of interest on 1rr1gat10n prOJect capital

interest. =
Due to more refunds than receipts.




Report for the year 2011-12 (Revenue Sector)

e Interest receipts: The increase in revenue receipts (25 per cent) was due
to enhanced receipt from Departmental Commercial Undertakings.

e Miscellaneous General Services: The increase in revenue receipts
(1,417 per cent) was due to receipt of debt relief from Central
Government.

e Major and medium Irrigation: The increase in revenue receipts was due
to wrong booking under medium Irrigation schemes.

The other Departments did not inform the reasons for variations, despite
being requested (August 2012).

12 Variation between the budget estimates and actuals

The variation between the budget estimates of revenue receipts and the actual
receipts under the principal heads of tax and non-tax revenue for the year
2011-12 is mentioned below:

(T in crore)
on | Percentage
1. | Taxes/VAT on sales, trade | 14,100.00| 13,383.69 (-) 716.31 (-) 05
etc.
2. | State excise 2,400.00| 2,831.89 (+)431.89 (+) 18
3. | Stamp duty and| 2,350.00( 2,793.00 (+) 443 + 19
registration fees
4, | Taxes on vehicles 515.00 740.15 (+) 225.15 (+) 44
5. |Taxes and duties on 155.00 166.43 (+) 11.43 (+) 07
electricity
6. | Land revenue 16.09 10.95 (-)5.14 (-) 32
7. | Other taxes and duties on 45.80 44.03 (=) .77 (-) 04
commodities and services
8. |Taxes on goods and 425.00 429.32 (+)4.32 (+) 01
passengers — Tax on entry
of goods into local area
* Non-tax revenue
1. | Non-ferrous mining and 75.00 75.53 (+)0.53 (+) 01
metallurgical industries
2. | Forestry and wildlife 61.00 39.12 (-)21.88 (-) 36
3. |Water rates (medium 6.44 7.44 (+) 1.00 (+) 16
irrigation)
4. | Interest receipts 816.49 864.96 (+) 48.47 (+)6
5. | Urban development 1,300.00| 1,039.35 (-) 260.65 (-) 20
6. | Police 71.42 62.64 (-) 8.78 (-) 12
7. | Medical and public health 102.99 54.79 (-) 48.20 (-) 47
8. | Public works 14.10 7.84 (-) 6.26 (-) 44

The reasons for variations between the budget estimates and actual receipts as
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'Chapter-I: General

@

".ﬁlr'nished by the departments are mentioned belo\ﬁ'

Stamp duty and registration fee' The mcrease In revenue recelpts ‘

- (19 per cent) was due to increase in transaction of 1mmovab1e property.

‘Taxes on vehicles: The i increase in revenue receipts (44 per cent) was
due to mobilisation of additional resources and by maklng good efforts
to realise tax. _ :

Taxes and duties on electrlclty The increase in revenue receipts
(seven per cent) was due to enhanced reallsatlon of electrrc1ty duty
from the consumers by the Power Ut111t1es

 Land revenue ‘The decrease i in revenue recelpts (32 per cent) was due

to less recovery of mutation fee, copymg fee and revenue talbana®,

' Forestry and wildlife: The decrease in revenue recelpts (36.per cent)
was due to non—cuttmg of trees. ‘

The other departments did not inform (September 2012) the reasons for

variation in actual receipts from that of the budget estimates’ desplte bemg_

requested (August 2012). ‘ :

- The gross collection of ma]or revenue receipts, ‘expenditure incurred on

collection and the percentage of such expenditure to gross collection during
the years 2009-10 to 2011-12 along with the relevant all India average,
percentage of expend1ture of collection to gross collection for 2010-11 are
mentloned below:

(X in crore)

Taxes/VAT on| 2009-10| 9,032.37 78.48 - 0.87 . 0.75
- | sales, trade’ : : :
| ete. ¥ 2010-11 . 11,082.01 87.82 0.79
2011-12| 13,383.69 87.65 0.65
Stateexcise 2009-10 2,059.02 L. 2048 0.99- v © 3.05
' 2010-11| 236581  21.57 | = 091
2011-12| 2,831.89| . 2239 | 079 )
Stampduty | 2009-10] - 1,293.56{ . 13.72 1.06 | 1.60
and T E— ' :
i reglstratlon fee 2010-11}- .2,319.28 11.39 . 0.49
o 2011-12|. 2,793.00 1157 0.41
Taxeson | | 2009-10| - 277.07| 1132 408 3.71
vehicles :
o 2010-11|  457.36| ~ 1338 . | = 2.93
2011-12|  740.15|  13.07 | 177

Source: Finance Accounts. ’ R

N

Charges for serving surmimons.
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Repott for the year 2011-12 (Revenue Sector)

The arrears of revenue as on 31 March 2012 in.respect of some principal heads,
of revenue as reported by the departments was ¥ 3,982.60 crore of which
% 2,864. 27 crore were outstanding for more than five years as mentloned\

below

(@ incrore)

Taxes on sales,
trade/VAT etc.

3,405.08

2,583.52

-other judicial authorities, ¥ 8.89

“stages of action.

Recovery of ¥ 600.03 crore were
stayed by the High Court -and

crore was stayed due to the order
of the Government. ¥ 22.01 crore
were held up due to the dealers
becoming insolvent, ¥ 36.03 crore
were proposed to be written off, ¥
224.35 crore were held up due to
rectification, review and appeal.
Recovery of % 133.00 crore was
outstanding due to cases pending
with the official liquidator/Board
of Industrial and Financial
Reconstruction (BIFR). Recovery
of ¥ 18.20 crore was being made
in instalments. Balance amount of
¥2,362.57 crore was at’ different

State excise

119.19

76.53

‘stayed by the High Court and

Recovery of ¥ 12.59 crore were

other judicial authorities, I 69.04
lakh was likely to be written off.
Recovery of ¥ 1.98 crore was
outstanding due to cases pending
with the official liquidator/BIFR. |
Recovery - of ¥3.94 crore was
being . made in instalments:
¥ 15.66. crore and ¥9.72 crore
were due to Inter State and Inter
district arrears  respectively.
Balance amount of ¥ 74.61 crore
was outstanding at. different
stages of action. '

Taxes - and
duties on
electricity '

129.28

80.66

land ¥ 16 lakh from M/s

¥ 1 crore was recoverable from
M/s Haryana Concast, Hisar,
7 38 lakh from M/s Rama Fibers,
Bhiwani; ¥ 30 lakh from M/s
Dadri Cements, Charkhi Dadri

Competent Alloys, Ballabhgarh.
The remaining amount of ||.
12744 crore was pending
towards the consumers of
Dakshin Haryana Bijli Vitran
Nigam Limited (DHBVNL)/Uttar
Haryana Bijli Vitran Nigam
Limited (UHBVNL).
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An amount of ¥ 0.27 lékh was'

60.18 15.29
goods " and : written off and balance ¥ 60.18
passengers. crore ‘was outstanding at dlfferent
o y ) stage of-action.

o Tax * ‘' on 208.86 83.54 Recovery of ¥ 136.48 -crore were
entry . of stayed by the High Court, judicial
goods  into and - departmental authorities
local areas. Recovery of ¥ 4.47 lakh was
~(Local Area outstanding due to cases pending
Develop- with the  liquidator/BIFR. ||
ment Tax) Recovery of ¥ 1.65 lakh was

? being made in instalments.
Balance amount of ¥ 72.32 crore
was outstanding at different

' ) stages of action. o
Police 13.72 8.22 Recovery of ¥ 7.38 crore was
outstanding from Indian Oil
Corporation. Recovery of |
% 5.50 crore was outstanding from

l cight’ States, remaining amount

f of ¥ 28 lakh was recoverable from’

j Thermal  Plant, Faridabad.

i Amount of ¥ 5.75 lakh was

; recoverable from Kumbh Mela
Haridwar and arrear of ¥ 49.65
lakh was recoverable. in West
Bengal, Punjab and U.P. and

_ Gujrat for Law and order.

Other taxes and R

duties on- '

‘| commodities

and service - -

e Receipt under , Four sugar mills (Bhadson:
the : 13.33 . 0.61 | ¥ 5.07 crore, * Naraingarh:
Sugarcane o ¥ 4.68 crore, Panipat: ¥ 3.20 crore
(Regulatlon and Yamunanagar: < 0.38 crore)
Supply | and did not deposit the tax.

Purchase
-Control), Act S : : :

e Recexpts 10.14 . 9.57 . Recovery -of ¥ 17.91 lakh had
under - R beéen stayed by the High Court
entertainment and other judicial authorities,
duty . and 1T 1.26 lakh were likely to be
show tax | written off. Balance amount ‘of

79.95 crore was at the different
stages of action.

a Chatﬁsga’rh X141 crore)’ Gujarat (T 0.44 crore), Himachal Fradesh ®O. 40 crore),
Jharkhand (% 0.08 crore), Kerala (X 0.02 crore), Madhya Pradesh (R 0.44 crore),

RaJasthan (? 0.59 crore) and Uttar Pradesh (3 2.12 crore)

7 .




Report for the year 2011-12 (Revenue Sector)

7.. | Non-ferrous 122.82 6.33 Demands of ¥ 9.88 crore were
mining and ' covered by recovery certificates.
metallurgical Recoveries of ¥ 5.50 crore were
industries stayed by the High  Court and

o other judicial authorities. ¥ two
lakh was likely to be written off.
$227 crore were due as Inter
State” and Inter district arrears.
T 5.15 crore was outstanding at

: , different stages of action.
Total 3,982.60 2,864.27 '

The position of arrears of revenue at the end of 2011-12 in respect of other
departments were not furmshed (October 2012) desplte belng requested
(August 2012). '

The break-up of the total collection at the pre—asséssfnent stage and after
-regular assessments of sales tax/VAT cases during the year 2011-12 and the
- corresponding figures for the preceding four years as furnished by the Excise

- and Taxation Department are mentioned below:

(in crore

1 2 3 4 5 6 7 8§ |9
Taes/ | 2007-08 | 722315 | 72200 | 159 | 8LIS | 7,86560 | ~ 772098 | 94

| YAT-on 200809 | 813208 | 47014 | 5828 | 10134 | 855916 | 815473 [ 100
fradocte, | 2000-10 | 997305 |- 39321 | 124 | 13309 | 1023441 | 9,03237] 110

2000 | 1,20483 | 202292 | 117 | 62304 | 12,6258 | 11,08200] 101
0112 1428678 | 417.66 | 748 | 60372 | 1410820 | 13,383.69 | 107 -

"r‘mJn"

i
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1.6  Evasion of tax

The details of cases of evasion of tax detected by the Excise and Taxation
Department, cases finalised and demands raised as reported by the department
concerned are mentioned below:

Heads of Cases Cases Total | Number of cases in  which | Number of

department | pending | detected | (2+3) | assessments/ investigation completed | pending
ason 3l | during and additional demand including | cases ason
March | 2011-12 penalty etc. raised during the year | 31 March

2011 2011-12 2012
No. of cases (T in lakh)

Taxes on 97 2,135 2,232 2,177 442.75 55

sales, trade/

VAT etc.

State excise 823 2,717 3,540 2,719 86.91 821

Taxes on 903 9,297 10,200 9,047 709.87 1,153

goods and

passengers

The other departments did not furnish the details (October 2012), despite
being requested (August 2012).

1.7 Refunds

The number of refund cases pending at the beginning of year 2011-12, claims
received during the year, refunds allowed during the year and cases pending at
the close of the year (March 2012), as reported by the concerned departments
are mentioned below:

(X in crore)

Sr. Particulars of Sales tax State excise
No. claims

No. of cases Amount No. of cases Amount
Claims 610 37T ; 13 0.06

outstanding at the
beginning of the

year

2 Claims received 3,169 478.78 861 10.86
during the year

3. Refunds made 3.395 743.31 862 10.77
during the year

-4 Balance 384 107.24 12 0.15

outstanding at the
end of the year

1.8 Response of the Government departments towards Audit

1.8.1 Failure of senior officials to enforce accountability and protect
interest of the State Government

A brief introduction about the various stages of action on the audit
observations/recommendations is mentioned below:
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The Principal Accountant General (Audit) Haryana (PAG) conducts periodical
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 the next higher authorities for taking prompt
corrective action. The Heads of the offices/Government are required to
promptly comply with the observations contained in the IRs, rectify the
defects and omissions and report compliance through initial reply to the PAG
within six weeks from the date of issue of the IRs. Serious financial
irregularities are reported to the heads of the Departments and the
Government. Some of these are reported through Report of the Comptroller
and Auditor General of India (Audit Report) to the State Legislature every
year. The Departments are requested to submit their replies to the Public
Accounts Committee (PAC) which examines them in their meetings and give
their reports to the State Legislature.

IRs issued upto December 2011 disclosed that 4,507 paragraphs involving
T1,023.95 crore relating to 2,268 IRs remained outstanding at the end of
June 2012 as mentioned below along with the corresponding figures for the
preceding two years.

o June2010 | June2011 | June 2012
Nﬁmber of outstanding IRs 2,460 2,313 2,268
Number of outstanding audit observations 5,122 4,734 4,507
Amount involved (T in crore) 1,507.03 1,484.56 1,023.95

The Department-wise details of the IRs and audit observations outstanding as

on 30 June 2012 and the amount involved are mentioned below:-

Sr. Name of the Nature of receipts | Number of | Number of Money
No. | Department outstanding | outstanding value
) ' IRs audit involved
observations  in
crore)
I Excise and | Sales tax/VAT 274 1,271 740.44
Taxation State excise 93 152 50.36
Taxes on goods and 134 256 20.15
passengers
Entertainment  duty 16 18 10.90
and show tax
. Revenue Stamps and 729 1,513 53.34
registration fees
Land revenue 120 182 0.51
3 Transport Taxes on vehicles 281 379 8.64
4. Power Taxes and duties on 5 a1 0.33
electricity
- Agriculture Purchase tax on 31 33 24.68
(Sugarcane) sugarcane

10
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1 ' '-_pohce deployed. to |
; other *. Governments/. |

I . Railways etc.. - SE 3
7. Mines and Non-ferrous  mining | 100 . | 133 | 1459
Geology = | and.  metallurgical | : L :
. _ - | industries -
i 8. | Other I | Miscellaneous . . |-+ 434 509 - 81.76
-+ | Departments receipts L I o
| Total S o 2268 - - 4507 | 1,023.95

- Ever the first replies required. to be received from the- heatls' of offices within |
six weeks from|the ‘date of i issue of the IRs were not. 1ecelved for 114 1Rs

- issued upto December 2011.. This pendency of the IRs' dué to non-receipt of

the replies is mdrcatrve of the fact that the heads of offices and heads of the
_ departments falled to initiate action .to rectify the defects, omissions and
rrregularltles pomted out by the PAG i in the IRs '

- Itis rec@mmended that the Governmemnt may take surtable steps to purt in -
place am effectwe procedure for prompt and appmpmate response to
 audit - @hservatmns, The Government may take action against
. cﬁ'ﬁcers/@ﬁ"ﬁcraﬂs who fail te send replies to the IRs/paragraphs as per the
‘prescribed: trmeI schedules and alse those who fail to take actnan to recover
loss/outstanding demand in a time bound manner..

The Government set up audlt committees in September 1985 to momtor and
expedite the progress of the settlement of IRs including paragraphs. The Audit
Committees may be formed for each Administrative Department which should
include Administrative Secretary (Chalrman) Deputy Accountant General
(Convenor) andt Heads of Department (Member). The meetings of these
committees may‘ be arranged once in three: months to review the progress of
the settlement of audit paras and monltor the pace of work in this behalf. The
Chief Secretary has also. impressed ‘upon -the -Administrative Secretaries -
- (August 1998) to ensure holdlng of Departmental Audit Committee meetings
~on quarterly basrs and inform. the Fi mance Department of the outcome of such
meetings. : : :

~ 'We observed that the Admlnlstratrve Secretary had not ensured holding of
. quarterly Departmental Aud1t Comm1ttee meetmgs durmg the year 2011- 12.




.01 I —1} "(Rév‘eni}e" Séctor)

064 (1 85)

Taxes on sales ‘trade
“etc. /VAT

& ‘»33.45;('1;7:.162_')‘

< D rmg the year 2011 1_' , A, S
: »__major heads ‘of tax ‘and non—tax revenue had convened six meetmgsfof the{l o
; 'udlt comm1ttee“ Thus these Deparnmental fAudltr Comrmttees are . not.s;'_ g

‘?i'Th‘e Governmeht s]hould ‘ensure.’ hoﬂdmg of penodlcal meetlngs of the e
o comrmttees for effectnve pmgn‘ess : : Rl

2011120 )

S0 |
2011120
Total: -
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The Finance Department had issued directions to all the Departments on
5 January 1982 to send their response to the draft audit paragraphs proposed -
for inclusion in the Audit Report within six weeks. The draft paragraphs are

forwarded by the: PAG to the Secretaries of the Departments concerned
through derm—ofﬁ01a1 letters drawing their attention to the audit findings and

requesting them to send their response within six weeks. The fact of non-
receipt of replies from the Departments is invariably indicated at the end of
each paragraph 1nc1uded in the Audit Report

18 draft paragraphs and two Performance Aud1t mcluded m the Audit Report
(Revenue Sector) for the year.ended 31 March 2012 were forwarded to the
Secretaries of the:Departments concerned during April to September 2012
through demi-official letters. However, no reply was received. -

Accordmg to the instructions issued by the Fmance ]Department in
October 1995 and reiterated in July 2001, the administrative Departments

‘were required to ' initiate suo ‘moto posmve and concrete action on all

paragraphs - and performance audits ~ featuring in the Audit’ Report
(Revenue Sector) regardless of the fact . that the cases were taken up for
examination by the PAC or not. They were also required to furnish detailed
notes duly vetted by Audit indicating the remedial action taken or proposed to

~ be taken by them within three months of the presentatlon of the Aud1t Report
‘to the Leglslature _

. The posmon of paragraphs Wthh have appeared in the Audit Report and those

pending discussion as on 30 September 2012 has been mentioned in
Annexure I. One hundred nineteen (119) paragraphs pertaining to the period

12006-07 to .2010-11 were pending for - discussion by the PAC. The

Administrative Departments failed to submit  action taken notes (ATNs) in |
respect of 40 out of 119 paragraphs within three months from the date of -
presentatlon of the Audit: Reports to the Legislature..

- Further, the response of the - Administrative Departments - towards the -
-recommendations of the PAC was not encouraging as 658 recommendations

pertaining to the perlod 1977-78 to 2005-06 were still pending for want of

final action by the concerned Departments (Annexure II).

2006-07: March 2008, 2007-08: February 2009, 2008- 09: March 2010 2009-10:
March 2011 and 2010-11: 09 March 2012 .
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1.8.6 Compliance with the earlier Audit Reports

During the years between 2006-07 and 2010-11, the Department/Government
accepted audit observations involving revenue of ¥ 753.85 crore out of which
an amount of ¥ 325.31 crore was recovered till 31 March 2012 as mentioned
below:

(T in crore)
Year of Audit Total money value | Accepted money Recovery made

Report value
2006-07 407.54 392.67 315.23
2007-08 122.75 29.65 1.93
2008-09 82.74 75.64 0.68
2009-10 346.97 72.76 342
2010-11 324.73 183.13 4.05

Total 1,284.73 753.85 325.31

The recovery in respect of the accepted cases was 43 per cent only which
indicated lack of adequate action to enforce recoveries.

The Government may advise the concerned Departments to take
necessary steps for speedy recovery.

1.9 Analysis of the mechanism for dealing with the issues raised

by Audit i o .,
In order to analyse the system of addressing the issues highlighted in the IRs/
Audit Report by the Departments/Government, the action taken on the
paragraphs and performance audits included in the Audit Report of the last
10 years in respect of Excise and Taxation Department (Sales Tax/VAT) is
evaluated and included in this Audit Report.

The succeeding paragraphs 1.9.1 to 1.9.2.2 discuss the performance of the
Excise and Taxation Department (Sales Tax/VAT) 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 Report for the years 2002-03 to 2011-12.

1.9.1 Position of Inspection Reports

The IRs incorporating irregularities detected during inspections of the various
offices of the Excise and Taxation Department are issued to the heads of the
offices inspected/next higher authorities for taking prompt corrective action.
The heads of offices/Department/Government are required to comply with the
observations contained in the IRs and rectify the defects and omissions
promptly. They were also required to report compliance through initial reply
to the PAG within six weeks from the date of issue of the IRs. Serious
financial irregularities are also reported to the head of the Department (Excise
and Taxation Commissioner) and Government through demi-official letter for
examination and taking prompt action and offering comments thereon, if any,
within six weeks from the date of issue of the advance para. In case of non-
receipt of reply within six weeks, reminders are issued after 50 days from the
date of issue of the IRs and thereafter every month. Half-yearly position of the
outstanding audit observations are also issued through demi-official letter to

14
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the Administrative Department and Excise and Taxation Commissioner.

- The summarised position of IRs issued during the last 10 years, paragraphs
included in these reports -and their status as on. March 2012 are tabulated
below: : _

R in crore)

Upto | 281 | 1795 | 16950 | 32 | 340 | 11670 | 4 339 | .2309 | 300 | 1796 | 263.11
200203 |- j k o o N 4

200304 | 309 | 1796 | 26301 | 27 | 342 | 27637 | 4 345 643 | 332 | 1793 | 483.05 -
200405 | 332 | 1793 | 48305 | 30 | 401 | 9720 [ 19 [ 442 | 4266 | 343 | 1752 | 537.68
200506 | 343 |- 1752} | 33768 | 31 | 395 | 20512 | 27.| 35 | 3034 | 347 | 1802 | 71246
200607 | 347 | 1802} | 71246 | 26 | 379 | 6623 | 5 32 4163 | 368 | 1869 | 737.06
200708 | 368 | 1869 | | 73706 | 28 | 354 | 6467 | 51| 608. | 11752 | 345 | 1615 | e8e2l
200809 | 345 | 1615. | 68421 | 40 | 439 | 13472 @ 31| 12922 | 343 | 1533 | 68l
2000-10 | 343 | 1523, | 68971 | 27 | 344 | 8489 | 141| 659 30401 | 229 |- 1208 | 47059
2010-11 | 229 | 1208 | 47059 | 29 | 342 | 20381 | 3 264 10356 | 255 | 1286 | 5704
201112 | 255 | 1286] | 57084 [ 29 | 335 | 26137 | 10 | 350 | 9178 | 274 | 1271 | 74043

The year-wise details of closing balance of IRs, paragraphs and amount

involved is given in Annexure-IIL. Out of 1,271 audit observations involving -

revenue of ¥ 740.43 crore in 274 IRs, 397 audlt observations 1nvolv1ng

* revenue of ¥ 257. 80 crore (35 per cent) in 153 IRs were more than five years
old. :

We observed that despite issuing periodical reminders and convening. of
periodical meetings of the audit committee, there was large pendency of
IRs/audit observations which is indicative of failure on the part of the heads of
the . offices/Excise and Taxation Commissioner and Administrative
Department to initiate action to rectify the defects, omissions and 1rregu1ar1t1es
pomted out by the PAG in the IRs. :

To ensure that the revenue dues do not become time barred the Government' ,
may ensure that:

e an effectrve procedure exists for prompt ‘and approprlate response to
 the audit observations;

o action i§ taken against officials/officers failing to take effective steps to
get the audit observations settléd at the earhest aﬂer 1mt1at1ng :
approprlate action on audit observations : and

e _action is taken to recover loss/outstanding demands in a time bound :
manner. i
) |

I
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1.9.2 Assurances given by the department/Government on the
issues highlighted in the Audit Report

1.9.2.1 Recovery of accepted cases

The position of paragraphs included in the Audit Report of the last 10 years,
those accepted by the department and the amount recovered are mentioned
below:

(T in crore)

Yearof | Numberof | Money | Numberof |  Money Amount | Cumulative
Audit paragraphs | value of the | paragraphs value of recovered position of
Report | included | paragraph | accepted accepted | duringthe | recovery of
Sl i ey ey paragraphs |  year | accepted
: cases
2001-02 9 328 8 223 0.23 1.94
2002-03 15 19.38 14 18.58 0.57 18.01
2003-04 10 10.23 10 8.32 - 8.32
2004-05 7 1.92 i 1.64 - 0.96
2005-06 8 5.74 7 1.14 = 1.12
2006-07 7 6.54 7 6.54 0.17 452
2007-08 8 2.17 7 1.00 0.32 0.32
2008-09 11 5.48 11 5.11 0.05 0.07
2009-10 1 119.01 11 30.95 -
2010-11 10 147.03 5 12.59 g E
Total 96 320.78 87 88.10 1.34 35.26

The recovery in respect of the accepted cases for the last ten years was only
40 per cent.

The Government may advise the concerned departments to take
necessary steps for speedy recovery.

1.9.2.2 Action taken on the recommendations accepted by the
- departments/Government

The draft performance audits conducted by the PAG are forwarded to the
concerned departments/Government for their information with a request to
furnish their replies. These performance audits are also discussed in an exit
conference and the departments/Government’s views are included while
finalising the performance audits for the Reports of the Comptroller and
Auditor General of India.

The issues highlighted in the performance audits including recommendations
on the Excise and Taxation Department relating to Taxes on sales, trade/VAT
featured in the Report of Comptroller and Auditor General of India. The Head
of the departments/Government had not intimated their acceptance or any
action taken on the 33 recommendations (Annexure- IV) included in the eight
Reports of the Comptroller and Auditor General of India during the years
2002-03 to 2010-11 for the assessments, levy and collection of sales tax/VAT
as well as to avoid evasion of tax.

16
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We observed that the Excise and Taxation department/Government had sent

their replies to the PAC relating to performance audits included in the Report
of Comptroller and Auditor General of India for the years 2001-02 to 2010-11.
‘But they had not given any reply either accepting or otherwise of the

conclusions -and recommendations of the Reports of the Comptroller and .
Auditor General of India for the years 2002-03 to 2010-11. They had not
furnished replies | to the PAC for the Audit Reports for the years 2006-07 to
2010-11.. '

The Government may advise the Excise and Taxation Department to take

suitable steps.to ensure the compliance of the recommendations or give
. their comments, lf any.

- The unit offices under various Departments are categorised into high, medium

and low risk units according to theit revenue earning, past trends of audit
observations etc. The annual audit plan.is prepared on the basis of risk analysis
which inter-alia includes critical issues in Government revenues and tax
administration i.e. budget speech, white paper on State finances, reports of the
Finance Commis,$ion (State and Central), recommendations of the taxation
reforms committee, statistical analysis of the revenue earnings during the past
five years, features of the tax admlnlstratlon audit coverage and its impact

during past five years etc.

'Durmg the year 2011-12, 280 units were planned and audlted out of 497

auditable units constituting audit of 56 per cent of the total units.- The detalls
of audltable units and units selected are ‘shown in the Annexure=V

‘Besides the comphance audit, two performance audits namely ‘Recelpts from

Passenger and ‘Goods Tax’ and ‘Assessment, levy and collection of tax on
works contract’ were also taken up to examine the efﬁcacy of the tax
administration of these receipts.

“Test check of the records of 280 units of sales tax/VAT, stamp duty and

registration fee, State excise, motor vehicles and other Departmental offices
conducted during the year 2011-12 revealed under assessments/short levy/loss
of revenue in 9,130 cases aggregating ¥ 2,866.67 crore. During the course of
the year, the concerned Departments accepted under assessments and other
deficiencies of ? 1,765.33 crore ‘involved .in 6,619 .cases, out of which
¥ 1,747.30 crore involved in 6,410 cases were pointed out in audit during

2011-12 and the rest in the earlier years. The Departments collected

% 2.67 crore in 190 cases during 2011-12.
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| This Report contains two ]Perf@rmance Audits om ‘Asses'smemy Levy and

CoEHecﬁon of tax om Works Contracts’ and ‘Receipts from Passengers and.
Goods Tax’ and 18 paragraphs relating to short/non-levy of tax, duty and

mterest penalty etc., involving ﬁnan01a1 effect 0f< 1,746.01 crore.

The Departments/Government have accepted audit observations. involving
1 745 93 crore out of which ¥ 0.62 crore has been recovered. The replies in

' the | 1emam1ng cases had not been received (Octobe1 2012). These are

: dlscussed in succeedmg Chapters IIto VL

\
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| Assessmenté, Ieyy and collection of value added tax (VAT) in Haryana are

governed under the Haryana Value Added Tax Act, 2003 (HVAT Act) and
tules framed there under. Excise and Taxation Commissioner (ETC) is the
head of the Excise and Taxation Department for the administration of HVAT
Act and Rules in Haryana The Excise and Taxation Officers (ETOs) are

. responsible for reglstratlon of dealers, assessments, levy and collection of -
~ VAT. All the dealers registered under the Haryana General Sales Tax Act,

1973 (HGST Act) were liable to get registered under the HVAT . Act. Every
dealer whose gross turnover (GTO) exceeded ¥ five lakh were liable to get

 registered under the HVAT .Act from the day . following the day his GTO

‘exceeded the taxable quantum. All dealers registered under the HVAT Act’
were assigned Taxpayers Identification Number (TIN). Under the HVAT Act,

tax was levied at the prescribed rates at every point of sale after allowing
deduction towards tax paid at the previous point- {input tax credit (ITC)).
Assessments were made after 'scrutiny of books of accounts in selected cases
under the Act. ' '

Actual receipts from Taxes/VAT on sales, trade etc. in'the State during the last
five years 2007-08 to 2011-12 along with the total tax/non—tax receipts durmg
the same perlod 1s exhlblted in the following table: '

: , - ' _ (Fin crore)

2007-08 |  7,832.00 772098 - | (9 111.02 @or 16,714.90 46
-2008-09 9,785.00 8,154.73. | (9 1,630.27 O17 . 1489373 | 55
2009-10 | 10,740.00 | 9,03237 | (3 1,707.63 O 16 " 15,960.90 57
2010-11 | 11,500.00 | 11,082.01 | (417.99 ()04 2021131 55
2011-12 1410000 | 13383.69 | (971631 | ()05 c2sp21a1 - | 53

Source. State Budget and Finance accounts.

The receipts from VAT increased from % 7,720. 98 crore to ¥ 13 383 69 crore
durmg the period 2007-08 to 2011- 12

i
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Budget estimates, actual receipts and total tax/non-tax receipts of the

26400 1
24200 1
22000 1
19800 -
17600
15400
13200 1
11000 1
8800 -
6600
4400
2200

16,714.90

2007-08

2008-09

States (T in crore)

14,893.73

15,960.90

11500

2009-10

20,211.31

11082.01

2010-11

25,121.11

201112

M Budget estimates

M Actual receipts

OTotal tax/non-tax receipts

Audit findings

2.1.3 Analysis of arrears of revenue
The arrears of sales tax/VAT revenue as on 31 March 2012 amounted to
T 3,405.08 crore of which ¥ 2,583.52 crore (76 per cent) were outstanding for
more than five years. The following table depicts the position of arrears of
revenue during the period 2007-08 to 2011-12:

(T in crore)

Year Opening | Amount Closing Actual Percentage | Percentage
balance | collected balance VAT (Col. 3 to of arrears
of VAT during of VAT receipts Col. 2) outstanding
arrears | the year arrears to VAT

receipts
(Col. 4 to
Col. 5)

1 2 3 4 S 6 7
2007-08 1,268.50 127.54 1,591.87 7,720.98 10 21
2008-09 | 1,591.87 155.41 1,955.87 | 8,154.73 10 24
2009-10 1,955.87 164.08 2,724.08 9,032.37 8 30
2010-11 | 2,724.08 175.51 2,887.35 | 11,082.01 6 26
2011-12 | 2,887.35 701.61 3,405.08 | 13,383.69 24 25
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- We observed that-”'arrears of revenue had increased from T 1,268.50 crore at
the beginning of the year 2007-08 to ¥ 3,405.08 crore (168 per cent) at the end
~ of the year 2011-12. The percentage of realisation of arrears to the arrears at
the beginning of the year ranged between six to 24 per cent during the years
© 2007-08 to 2011-12. Though the VAT receipts-increased by 73 per cent (from
¥ 7,720.98 crore in 2007-08 to T 13,383.69 crore in 2011-12), yet the arrears
of VAT revenue increased by 168 per cent (from X 1,268.50 crore as on
1 April 2007 to ¥ 3 1405.08 crore as on 31 March 2012).

The Government may advise the Department to take effectwe steps for
collecting the arrears promptly to augment Govemmem revenue.

10 824 dealers were reglstered during the year 2011 12 1,77,626 dealers
registered as on 31 March 2011 were required to file their per1odlca1 returns.
~+ The information relatlng to number of returns received and action taken by the

‘Department to issue notices to the remaining dealers who failed to furnish
- returns was not furnished by the Department ‘

The number of assessees and sales tax/VAT r'ec'ei)pts. during the period
- 2007-08 to 2011- -12 as furmshed by the Excise and Taxation Department are
mentloned below:

| 200708 | o 1,,52;355 . 6,05,031.44 “ 5798
12008-09 |- 1,56,545 . 64248944 - 410
12009-10 Co161927 ] 7.53,065.60 465 i
12010-11 | . 1,71,036 o 11,33,03208 . 6.62
- 2011’Q12 . +.1,92,481 - . 13,85,258.64 7.20

We observed that the average collection of VAT per assessee increased from
% 3.98 lakh in 2007-08 to ¥ 7.20 lakh in 2011-12. However, increase in
average collectlon in the previous years was due to better scrutlny of
assessment. cases and creation of add1t10nal demand

I

The details regarding opening balance of cases of assessrnen"r cases becoming
due, cases disposed of and closing balance of assessment of cases at the end
of each year durmg 2007-08 to 2011-12 as ﬁlrmshed by the Excise and
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Taxation Department in respect of Taxes/VAT on sales, trade are mentioned in

the succeeding table:

2007-08 | 2,16,871 1,8 1,128 3?97,999 1,75,124 2,22.875 44
2008-09 | 2,22,875 1,83,153 | 4,06,028 | 1,64,132 2,41,896 | 40
2009-10 | 2,41,896 | 234,839 | 4,76,735 1,89,476 1 2,87,259 40
2010-11 | 2,87,259 2,13;687 5,00,946 | - 2,09,140 | 2,91,806 42
2011-12 2,91,806 2,35,799 | 5,27,605 12,36,822 2,90,783 45

.We observed that the number of pending cases in respect of sales tax/VAT -

increased from 2,16,871 cases at the beginning of 2007-08 to 2,90,783
(34 per cent) at the end of 2011-12. The percentage of sales tax/VAT
assessment cases deemed assessed/regularly assessed to total cases durmg the
period 2007-08 to. 2011 12 ranged between 40 to 45 per cent.

The Government may advise the Depammem to take necessai‘y steps for
early disposal of these pending assessment cases to augment Government
revenue. :

The gross collection in respect of revenue reéeipts of Taxes/VAT on sales,

trade etc., expenditure incurred on their collection and the percentage of such .

expenditure to gross éollection during the years 2007-08 to 2011-12 along
with the relevant all India average percentage of expenditure of collection to
gross collection for the relevant year are mentioned below:

(% in crore)

2007-08 7,720.98 50.64 0.66 083
2008-09 8,154.73 6592 081 0.88
2009-10 9,032.37 - 78.48 - 0.87 0.96
2010-11 11,082.01 . 87.82 079 - 0.75
2011-12 13,383.69 87.65 065 -

Source: Finance Accounts.
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- ;' ,The break—up of the total collect1on at pre assessment stage and aﬁerregular N
.- assessments: of sales tax/VAT " cases-- for " the year 2011-12" and the
o correspondmg ﬁgures for the precedlng four years as furmshed by the Excrse

and Taxatlon Department in the succeedmg table : o

R in cmfr'fé)ﬁ

B U R T A N 4 s b e [T
12007-08" | 7,223.15 .| * 72360, | 8115 | 7,865.60' |7,72098" | - 92
| 2008-09" | 813208 ;| 52842 10134 [ 8559.16' 1547 o5
2009-10 | 997305 | 39445 | 133.09 | 1023441' 19,0237 | - 97
2010411 | 11,224.837 | 2,024.00 - | 7623.04 | 12,625.88" *|'11,082.01" | - 897 %
2011-12 . "-1428677""_" 42515 %_603.72,‘;?:‘ 14108.20' ~13,383.69 . 101

We observed that percentage of collectlon of revenue at pre—assessment stage
to net collectlon ranged between 89 and 101 per cent durmg the years 2007- 08 :

o 2011- 12

" The -table bélow provides details “of number’ of units audited, value 'of * .

objections  pointed out -during the course’ of audit, cases accepted: and the

R ‘ 'f;;There are d1fferences of 4 144 62 crore, ? 404 43 crore, ? 1 202 04 crore, ? 1 543 87

}i‘crore and T 724 51 crore-in the Departmental figures and the ﬁgures given in the .
11 - Detailed accounts of revenue by minor heads in-the Finance

g Accounts of the- Govemment for the years:2007-08 to- 2011- 12..
. stated in October 2012 :that the: ﬁgures Telates to compensatlon under Céntral Sales -

The Department-

Tax (CST) under major- head 1601 and refind received by the’ Fmance Departrnent'-

 from' the GOI However these ﬁgures are not yet reconc11ed by the Finance _. '

',,-,Department
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recovery made there against during the period from 2006-07 to 2010-11.

(% in crore)

Year | Units audited - Cases accepted Recovery made | Percentage
- TR : Gt | during the year of

N,_u,l__‘l_iber. ?fu&-;tr Amount Numbgr MO@t Number | Amount t:e::::«’fgt

ZR i objected . S o accepted
2006-07 43 974 395.96 147 1.84 88 0.83 45
2007-08 47 1,233 176.04 145 2.44 77 1.44 59
2008-09 46 863 208.32 106 8.48 61 0.81 10
2009-10 33 667 217.05 102 32.59 36 0.39 1
2010-11 32 775 976.56 182 149.39 54 1.67 |
Total 201 4,511 | 1,973.93 | 682 194.74 316 5.14 3

We observed that the recovery in respect of accepted cases during the years
2006-07 to 2010-11 was only three per cent.

2.1.9.2 Position of Audit Reports

During the last five years ending 2011-12, instances of non/short
levy/realisation, underassessment/ loss of revenue, incorrect exemption,
concealment/suppression of turnover, application of incorrect rate of tax,
incorrect computation etc., with revenue implication of ¥ 284.68 crore have
been indicated in 48 paragraphs. Of these, the Department/ Government had
accepted audit observations to the tune of ¥ 60.64 crore in 42 paragraphs and
recovered ¥ 0.41 crore. The details are shown in the following table.

(¥ in crore)

Year of Eehes | Paragraphs accepted | Amount recovered
Report  'Number | Amount | Number | Amount | Number | Amount
2007-08 8 207 7 1.00 2 0.32
2008-09 11 5.48 11 prd I | 2 0.07
2009-10 11 119.01 11 30.95 - -
2010-11 10 147.03 5 12.59 - -
2011-12 8 10.99 8 10.99 1 0.02
Total 48 284.68 42 60.64 5 0.41

We observed that the recovery in respect of accepted cases was only
0.68 per cent during the year 2007-08 and 2011-12. The slow progress of
recovery even in respect of accepted cases is indicative of failure on the part of
the heads of offices/Department to initiate action to recover the Government
dues promptly.

We recommend that the Government may revamp the recovery

mechanism to ensure that at least the amount involved in accepted cases
are promptly recovered.
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Test check of the recofds relating to assessments and refun‘ds of sales tax/VAT

- in Excise and Taxatlon Department,  conducted during the year 2011-12,
~revealed 1rregular1t1es in assessments, levy and collection of tax involving

2,831.41 crore in- 996 cases which broadly fall under the followmg
categorles

-
!

. (incrore)

Assessment, lévy and collection of tax | =~ 1 = . 1,715.02
. | on  works- contracts (Performance|. ' -
- | Audit) i _ : _
Application of; incorrect rates oftax. | . 245 ‘ A 31.34
.3 Under-assessment of . turnover under: 60 - | 139.71
Central Sales Tax Act . A : ) 1 v
4. | Non-levy of penalty S 88 58514
5. Non-levy of injterest o 63 | 3.28
6. Incorrect computation of turnover o 14 | . . 149 -
7. ~Other irregula;ities N _ - 525 - 33743
‘Total - o 996 - 2,831.41

!

- During i fhe course jof the ~year 2011-12, the Department accepted

underassessment and other deficiencies amounting to ¥ 1,732.52 crore in 170

- cases, out of which ¥ 1,715.26 crore involved in 28 cases were pointed out

during the year and rest in the earlier years. The Department recovered -
% 1.74 crore in 65 cases during the year 2011-12, out of which¥ 2.75 lakh

. involved in four cases were pomted out during the year and rest in the earlier

years:

" One Performance Audlt on “Assessment, levy and collection of tax on W@r]ks
- contracts” involvmg ¥ 1,715.02 crore and a few illustrative audit observations
. involving X 10.99 crore are mentioned in the succeeding paragraphs.
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"o Failure of the Department to analyse the available information and -

‘institute a system of exchange of inter Departmental database resulted in
‘non-realisation of revenue of ¥ 283.88 crore from unregistered works
contractors and short deduction of WCT of ¥ 88.26 crore by contractees.

(Paragraphs 2.2.8 and 2.2.9)

o Failure of the Department to levy additional tax for misuse of declaration

forms resulted in short levy of tax 01 4.00 crore.
| (Paragraph 2.2.10)

e Non observation of guidelines of the Department by the assessing
-authorities (AAs) resulted in non-levy of tax and penalty of
X1 ,303.16 crore. '

(Paragraphs 2.2.12.1 and 2.2.12.2)

° Allowance of inadmissible deductions from gross turnover resulted in
‘short realisation of tax of ¥ 9.17 crore. : :

(Paragraphs 2.2.12.3 to 2.2.12.6)

© e Wrong classrﬁcauon of transactions of sale as works contract resulted in
' short realisation of tax of ¥ 22.47 crore.

(Paragraph 2.2.13)

® Non—levy of penalty for non-ﬁhn0 of returns resulted in short levy of tax
.0f¥ 1.36 crore.

(Paragraph 2.2.14)

Section 2(1) (zt) of Haryana Value Added Tax (HVAT) Act, 2003 defines
“Works Contract” as an agreement between contractor and contractee which
include carrying out for cash, deferred payment or other valuable
consideration, the assemblmg, construction, building, altering, manufacturmg,
processing, fabrication, installation, fitting out, improvement, repair or
commissioning of any moveable or immoveable property. Section 2(1) (j) and
(k), “Contractee” is the person for whom or for whose benefit, a works

contract is. executed and “contractor” is the person who executes a works

contract either himself or through a sub- contractor. A Contractor is to get
himself registered under the HVAT Act either as a registered .dealer under
Section 11 or lump sum dealer under Section 9.

Section 2 (1) (r) of HVAT Act, 2003 defines “goods” as every kind of
movable property, tangible or intangible, other than newspapers, actionable
~ claims, money, stocks and shares or securities but includes growing crops,
grass, tree and things attached to or forming part of the land which are agreed

to be severed before sale or under the contract of sale. Further, Section -
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2 (1) (ze) defines “Sale” as any transfer of property in goods for cash or
deferred payment or other valuable consideration except a mortgage or
hypothecation of or a charge or pledge on goods; and includes the transfer of
property in goods (whether as goods or in some other form) involved in the
execution of a works contract.

Section 2(1) (w) defines input tax as the amount of tax paid to the State in
respect of goods sold to a VAT dealer, which such dealer is allowed to take
credit of as payment of tax by him, calculated in accordance with the
provisions of Section 8. A registered dealer is eligible for the ITC as per
Section 8 whereas the lump sum dealer is not eligible for ITC.

Rule 49 (5) of HVAT Rules provides that a lump sum contractor is entitled to
make purchase of goods for use in execution of works contract against form
‘C’ as well as form VAT-DI1 and for this purpose, he shall be deemed to be a
manufacturer.

Rule 49 (6) of HVAT Rules requires the lump sum contractor to maintain
proper account of declaration forms used along with payments receivable and
actually received by him.

We conducted the performance audit of the Department of Excise and
Taxation with a view to ascertaining that the Act has been enforced effectively
and efficiently.

2.2.3 Organisational set up

At the Government level, Principal Secretary, Excise and Taxation
Department (PSET) is responsible for the administration of Sales Tax Laws in
the State. At the Departmental level, the ETC is responsible for the
administration of HVAT/Central Sales Tax Act, 1956 (CST Act) and the rules
framed there under. The ETC is assisted by officers in the field divided into
revenue districts.

2.2.4 Audit objectives
The objectives of the performance audit are to ascertain whether:

e various provisions relating to works contracts contained in the HVAT
Act, /CST Act, have been followed;

e effective internal control mechanism exists to ensure that there is no tax
evasion either by the Contractor or by Contractee; and

e penal measures have been initiated in the event of violations of the Act.
2.2.5 Audit criteria
The following are the sources of audit criteria:

e HVAT Act/CST Act, HVAT Rules, 2003 and CST Rules, 1957.

e Guidelines and notifications of the Haryana Government relating to
assessment of works contractors.
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e Administrative instructions issued by the Department relating to
assessment of works contractors.

226 Scope and methodology of

The assessment records relating to works contractors for the period from
2009-10 to 2011-12 in 10%ut of 23 DETCs offices as well as records of
Dakshin Haryana Bijli Vitaran Nigam Limited (DHBVNL), Haryana Vidyut
Prasaran Nigam Limited (HVPNL) and Uttar Haryana Bijli Vitaran Nigam
Limited (UHBVNL) were test checked between April and June 2012. We
selected eight DETCs on random sample selection basis by applying
probability proportional to size method (without replacement). DETC Rewari
was selected on the recommendation of the Department in place of DETC
Palwal. DETCs Ambala and Faridabad (East) were selected on the basis of
risk analysis. We also included similar observations noticed in audit of other
districts during the period 2006-07 to 2010-11.

We acknowledge the co-operation of Excise and Taxation Department in
providing necessary information and records for facilitating audit. An entry
conference was held (April 2012) with the Financial Commissioner and
Principal Secretary to Government of Haryana, Excise and Taxation
Department wherein the audit objectives, methodology and criteria employed
for selection of districts were explained. The suggestions of the Department
were also kept in view at the time of selection of districts. The draft
Performance Audit Report was sent for comments to the Department and
Government in August 2012. An exit conference was held on 12 October 2012
with the Principal Secretary to Government of Haryana (Excise and Taxation
Department), ETC, AETCs and other officers. The replies furnished by the
Department and views expressed by Department during exit conference and
during the course of audit have been considered in finalising the performance
audit report.

2.2.8  due to non-reg 1 of dealers

Section 3 of HVAT Act read with rule 10 (2) of HVAT Rules, 2003, stipulates
that if taxable amount of turnover of any dealer exceeds ¥ five lakh, he shall
be liable to pay tax on and from the day following the day his gross turnover
in a year exceeds the taxable quantum. Then the dealer shall get himself
registered with the AA concerned under Section 11 of HVAT Act. Section 16
of HVAT Act empowers the Department that upon receipt of information
about any dealer that during any period he has been liable to pay tax, the AA
will, before expiry of three years of such period after giving him a reasonable
opportunity of being heard, assess the dealer to tax and direct him to pay by

Ambala, Bhiwani, Faridabad (East), Gurgaon (West), Hisar, Kaithal, Kurukshetra,
Rewari, Rohtak and Sirsa.
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way. of penalty a sum equal to the amount’ of tax found due from h1m as-a o
result of such assessment.

DHBVNL, HVPNL and UHBVNL‘ enter . into contracts with contractors on

‘turnkey basis for, supply, erection, testmg and commissioning of capital

projects. Turnkey basis contracts are composite contracts on single source

i responsibility basis and contractor is liable to perform total contract in its

entirety. Further, the Department was required to seek information from other
Departments/orgamsatlons and register those contractors who were executmg ;
works contracts but had not been registered with the Department.

Scrutiny of records of DHBVNL,- HVPNL and UHBVNL revealed that
during 2009-10 to 2011-12, these companies awarded contracts for supply, -
erection, testing & commissioning of sub-stations etc. on turnkey basis to 44
works contractors located outside Haryana and paid ¥ 1,135.46 crore for
supply of material: only. The contractors executed the. sa1d contracts by

~splitting up the compos1te contract into two parts, i.e. one for Supply and the

~other for Erection, Testing and Commissioning. We observed that these

contractors did not pay tax on-equipment supply portion by showing its. value
as Transit Sale (clause 50.3 of Bid Document) and paid WCT on Erection,

- Testing and Commrsswnmg portion only. The Transit. sale of Turnkey

- .contractors was to be treated as intra-State sale. The non—comphance of

provisions of the Act to registér such works contractors led to revenue of
¥ 283.88 crore (mcludmg penalty of T 141.94 crore) remaining unrealised.

The Department agreed to the observations during exitconference'and stated
that notices have been issued for registration of such contractors. :

Section 24 (1) of HVAT Act, enjoys a duty on any person making payment of

any valuable consideration to- works contractors for execution of works
contract in the State involving transfer of property in goods whether as goods
or in some other form to deduct tax in advance there from calculated at the

 rate of four per cent. Further Section 24(6) provides that if any person fails to
- deduct the whole or part of the tax as required under sub-section (1) or fails to

pay the whole or any part of the tax as required under Section 24 (3), then the
AA, may at any time within five years of the close of the year when he failed -
to do so direct him, after giving a reasonable opportunity of being heard, to -

~ pay by way of penalty a sum equal to the amount of tax which he failed to
- deduct as aforesard S

DHBVNL HVPNL and lUHBVNL entered into contracts for cap1tal projects |

on Turnkey basis. Scrutiny of information received from DHBVNL, HVPNL '
and UHBVNL revealed that during 2009-10 to 2011-12 these Companies
awarded contracts, on turnkey basis valued at ¥ 1,324.65 crore to works

_contactors reglstered in Haryana which were splitted up into two parts ie.,

supply of- materlal (¥ 1,104.81 crore) and Erection and Comrmss1on1ng

(X 219.84 crore). Wh1le making payment to the contractors, WCT valued at -
¥ 8.85 crore was deducted on erection and commissioning part only Clause
50.3 of the standard bid document vide which supply of material was to be
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shown as sale in transit. was not in conformity with HVAT Act. Since the

turnkey contracts were Composite contract and Works Contract Tax should
have been deducted on the total value of contract. Non compliance of

provisions of HVAT Act resulted in non-collection of VAT of ¥ 88.26 crore

including penalty of ¥ 44.13 crore under section 24 (6) of HVAT Act.

The Department agreed to the observation during exit conference and stated
that notices have been issued.

-Section 7 (3) of HVAT Act lays down that where taxable goods are -sold by

- one dealer to another dealer, tax is leviable at a concessional rate of

four per cent if the purchasing dealer furnishes a declaration in form VAT D-1
certifying that the goods are meant for use in manufacturing of goods for sale.
Further, if an authorised dealer, after purchasing any goods, fails to make use

of the goods for the specified purpose, the AA may impose upon him by way

of penalty, under Section 7 (5) of HVAT Act, a sum not exceeding one and a
half times the tax which would have been levied additionally. However, no
‘penalty would be imposed if the dealer voluntanly pays the tax which would
“have been levied additionally under Section 7(1) (@) of HVAT Act, alongwith
returns for the period when he failed to make use of the goods purchased for
the spemﬁed purpose.

- Test check of records of office of 10° DETCs revealed that 62 works
contractors who did not opt to pay lump sum in lieu of tax, had purchased

goods/material valued at ¥ 47.02 crore against form VAT D-1 for use in

construction of Buildings/Roads etc. during 2006-07 to 2009-10.  The
contractors had constructed buildings, roads etc. which were not covered
under the definition of Goods being immovable property. The contractors

- violated the condition stipulated in the certificate given on form VAT D-1.
Hence the contractors were liable to pay additional tax and penalty under
Section 7 (5) of HVAT Act. The AAs while finalising assessmerits in 103
cases between July 2009 and March 2012 failed to levy additional tax and
penalty This resulted in non-levy of add1t10nal tax of ¥ 4 00 crore and
maximum penalty of ¥ 6.00 crore. :

The Department accepted the observation during exit conference.

Section 10A of CST Act provides that if any dealer fails to make use of the

goods for the purpose for which these were purchased, the AA may impose by.

way of penalty a sum not exceeding one and a half times the tax which would
have been levied in respect of the sale to him of goods inside the appropriate
State under the sales tax law of that State.

} Ambala, Bhiwani, Faridabad (East), Gurgaon (East), Gurgaon (West), I—hsar Ka1tha1
_ Kurukshetra, Rohtak and Sirsa.

30




L

Chapter—ﬂ' Taxes/VAT on sales, trade etc.

‘During test check of records of office of nine*. DETCs, we noticed that 94 -

works contractors who had not opted to pay lump sum in lieu of tax, had

'purchased goods valued at ¥ 285.91 crore from out of Haryana State against -

declaration ‘in Form ‘C’. during 2006-07 to 2010-11. The contractors had

* constructed buildings, roads etc. which were not covered under the definition

of Goods being immovable property As the contractors violated the condition

. strpulated in the certificate given on Form ‘C’, the contractors were liable to
- pay penalty leviable. under Section 10 A of CST Act. The AAs while finalising

assessments in as many as 162 cases between July 2009 and March 2012 did
not levy maximum penalty under Sectlon 10A of the CST Act. We: calculated

R such penalty at ¥ 40.66 crore.

" The Department admltted the Iapse durrng ex1t conference.

" Section S (2) of CST Act prov1des that a sale or purchase of goods shall be

deemed to have taken place in the course of import of the goods into the
territory of India only if the sale or purchase either occasions such import or is
effected by a transfer of document of title to the goods before the goods have

crossed the customs frontiers of India. Further, Section 38 of HVAT Act read
‘with Section 9 (2A) of CST Act provides for levy of penalty for filing/ -
* claiming mcorrect accounts/documents/information/returns/benefit ~ of

exempted sale etc., a sum equal to three times the tax which would have been
avoided. had -such account return, document or mformatlon as the case may

- be, been accepted as true and correct..

During test check of the records of DETC, Faridabad (East) and Karthal we
noticed that two contractors had éntered into contract for supply, erection,

. testing and comm1ss1on1ng (on turnkey basis) and consequently entered into an
agreement for supply of material with Haryana Power Generation Corporation

Limited, (HPGCL)- and Indian Oil Corporation - Limited (IOCL). The
contractors after purchasing the material from outside the country valued at
¥ 1,396.56 crore supplied the same directly to the site of works during

:2007-08. to 2008-09. The AAs while finalising assessments in four cases
- between March.2011 and March 2012 allowed the benefit of exempted sales,

under Section 5 (2) of CST Act against proof of import and agreement for high
seas sale, as claimed by the contractors. The benefit claimed/allowed was

" neither justified rior correct. This resulted in underassessment of VAT of

T 174.57 crore, in addltlon to penalty leviable at ¥ 523. 71 crore. ,
Further, consequent to inclusion of a paragraph No.. 2.5.1.1 in the Audit

Report No. 3 of 2010-11 (Revenue Receipts)- Govermnen_t of Haryana, the
- ETC had issued guidelines  (August 2011) that while assessing the cases of

contractors of Turnkey Projects, such sales may be treated as intra- State sales -

4 ‘ Ambala Farrdabad (East) Gurgaon (West) Hrsar Ka1tha1 Kurukshetra, Panipat,

Rohtak and Srrsa
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and tax levied accordmgly Despite issue of guldelmes by ETC, the AAs had -

a]lowed the inadmissible deduction of h1gh seas sale.

The Department agreed to the contention during exit conference. The ETC
directed his officers to take action against defaulting assessing authorities.

Section 6 (2) of the CST Act stipulates that where a sale of any goods in the '

course of inter-State trade or commerce has either occasioned the movement
of such goods from one State to another or has been effected by a transfer of
documents of title' to such goods during their movement from one State to
. another, any subsequent sale during such movement effected by a transfer of
documents of title to such goods to a dealer shall be exempt from tax,
provided the dealer furnishes a certificate in prescribed Form E-I. or E-II
obtained from selling dealer (s) and declaration in Form ‘C’ obtained from
purchasmg dealer (s). The contract of supply of goods must come into
existence after commencement and before termination of inter-State
movement of goods. Section 38 of HVAT Act read with section 9 (2A) of
" CST Act provides for levy of penalty for violation of the provisions.

‘During test check of records of office of four’ DETCs, we noticed that five
“contractors had entered into contract for supply, erection, testing and
commissioning (on turnkey basis) and consequently entered into an agreement
for supply of material with HPGCL, TOCL and DHBVNL. The contractors
after purchasing the material from outside the State valuing at ¥ 1,209.80 crore
supplied the goods directly to the site of works during 2007-08 to 2008-09. As
the material was supplied within the State, the sale transactions were to be
taxed under the provisions of the HVAT Act. The AAs while finalising
assessments in nine cases -between March 2011 and March 2012 had allowed.
- the benefit of exempted sales, under Section 6 (2) of the CST Act against
furnishing proof of E-I, E-II and ‘C’ forms as claimed by the contractors.
Thus, the benefit claimed/allowed was neither justified nor correct. This
resulted in underassessment of VAT of ¥ 151.22 crore, in addition to penalty
leviable at ¥453.66 crore. '

Further consequent to inclusion of a paragraph No 2.5.1.2 in the Audit
Report No. 3 of 2010-11 (Revenue Receipts)- Government of Haryana, the

. ETC had.issued guidelines (August 2011) that while assessing the cases of

contractors of Turnkey Projects, such sale be treated as intra-State sales and
tax levied accordingly. Despite issue of guidelines by ETC, the AAs had
allowed the inadmissible deduction of transit sale.

During exit conference the ETC directed h1s officers to take action agamst
defaulting assessmg authorltles

.  Faridabad (East), Kaithal, Rohtak and Sirsa.
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Chapter-II Taxes/VAT on sales, trade etc.

Sectlon 2 (ze) (11) of the HVAT Act pr0v1des that the transfer of property in
goods (whether as goods or in some other form) involved in the execution of

- works contract, where such transfer, is for- cash, deferred payment or other

- valuable consrderatlon such transfer shall be deemed to be a sale of those
goods by the person makmg the transfer. Under the provisions of HVAT Act,
tax is leviable at every stage and deemed sale is also taxable in the hands of
the contractor. A works contractor may either pay lump sum in lieu of tax at
the rate of four per cent of gross receipts' of works contract or pay tax on the
value of goods transferred in the execution of works contract. In view of
judgement of Hon’ble Supreme Court in the case of Karyapalak Engineer and
others (2004) 136 STC 641 (SC-FB), material supplied by contractee to
contractor and recovery of which is made through bills is sale. -

Durmg test check of records of office of four® DETCs, we notrced that six
contractees supplied material valued as ¥ 3.63 crore to their works contractors
during 2007-08 to 2008-09. The AAs while finalising assessments in nine
cases between December 2010 and March 2012 allowed deduction and did not
levy tax on material supplied by contractees for use in execution of works
contract, value of which was recovered through running bills: Thus, allowing -
*inadmissible deduct10n resulted in underassessment-of VAT of ¥ 0.45 crore.

The Department agr‘eed-to the audit contention during exit'conferenCe_.‘

" Section 42 of HVAT, Act provides that both contractor and sub contractor are
- jointly and severally liable to pay tax in respect of transfer of property in
- goods whether as goods ot in some other form involved in execution of works
contract. No tax is payable by sub contractor if he proves to the satisfaction of .
" AA that the tax has been pa1d by contractor and assessment of such tax has
_become final. Contractor is not liable to deduct Works Contract Tax (WCT)
. from the payment made to sub- contractor if the contractor is paylng tax in

respect of whole of the contract. . ' :

During test check of records of ofﬁce of six’ DETCS we notrced that Wh11e '
fmahsmg assessments in 18 cases between March 2010 and March 2012 for
~the years 2006-07- to 2010- 11, allowed deduction of sub- contact of”
Z 60.56 crore to 11 works contractors without obtaining requisite assessment
orders/proof of payment of tax by main contractor. This resulted in

underassessment of VAT at ¥ 6.46 crore. ' -

The Department agreed to the audit content1on durmg exit conference

Gurgaon (West) H1$ar Kaithal and Kurukshetra.
’ Faridabad (East), Gurgaon (West), Kaithal, Panipat, Rohtak and Sirsa.
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2.2.12.5 Tax free sale of submersible pumps

As per Entry-1 of schedule B of HVAT Act, agricultural implements and
irrigation equipments used for agricultural purposes are exempt from levy of
VAT. Accordingly, Submersible Pumps when used for agricultural purpose
are exempt from levy of tax.

During test check of records of office of DETCs, Ambala and Kurukshetra, we
noticed that contractors who were executing works contract of digging and
installation of deep tube wells and had not opted to pay lump sum in lieu of
tax, claimed deduction of tax free sale of submersible pumps of ¥ 1.79 crore
during 2006-07 to 2009-10. The AAs while finalising assessments in eight
cases between August 2009 and February 2012, allowed deduction of tax free
sale of submersible pumps to those works contractors who had executed works
contracts of digging and installation of deep tube wells of HUDA and Public
Health Department. The deduction was inadmissible as submersible pumps
were not used for agricultural purpose and was not exempt from levy of tax.
We calculated underassessment of VAT of T 0.22 crore.

The Department admitted the lapse and the ETC assured for appropriate
action.

2.2.12.6 Tax/WCT from gross receipts -

Section 24 (1) read with Rule 33 (2) of HVAT Act provides that any person
making payment of any valuable consideration to works contractors for
execution of works contract in the State involving transfer of property in
goods whether as goods or in some other form, shall deduct tax in advance
there from calculated at the rate of four per cent. If any works contractor
proves through evidence (copy of agreement) to the satisfaction of the AA that
the value of material transferred in execution of works contract was inclusive
of tax or works contract tax (WCT) then amount of tax involved in material or
works contract tax included in gross receipts will be deductible from the gross
receipts.

During test check of records of office of four® DETCs, we noticed that 39
works contractors had claimed deduction of Tax/WCT from value of material
transferred/gross receipts valued at ¥ 18.78 crore. The AAs while finalising
assessments in 75 cases between April 2009 and March 2012 for the years
2006-07 to 2010-11 allowed deduction of tax/WCT without obtaining any
evidence of inclusion of tax in the contract from the contractors. In the
absence of such evidence, the deduction was not admissible to the contractors.
Allowing inadmissible deduction of Tax/WCT resulted in passing excess
benefit of ¥ 2.04 crore.

During exit conference the Department accepted the observation.

s Faridabad (East), Hisar, Kurukshetra and Sirsa.
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~ Hon’ble Supremne Court held in the case of State of Andhra Pradesh Vs. Kone = .

Elevators India Limited (2005) 140 STC 22 (SC) that contract for supply,

' installation, testing and . commissioning of LIFT is a contract for sale and. not

works contract. This was further clarified by FCET on 4 June 2010 that supply

-and installation of| Dlesel Generatmg Sets and Pumpmg Sets is not a works

contract but a sale.
Test check of records of ofﬁce of four DETCs revealed that 11 works

- contractors’ during. 2006 07 to 2008-09 undertook works of ¥ 264.39 crore for

the supply, erectlon testing and comm1ssron1ng of lifts/ ACs/supply and laying
of ready mix concrete and hot mix (for road) and paid tax at the rate of

~ four per cent treatmg these as Works contract instead of contracts for sale.

Accordingly the AAs while finalising assessments ‘in 15 cases between
June 2009 and March 2012 assessed thé cases at the rate of four per cent
instead of rate of tax of 12.5 per cent. We estimated the underassessment of -

AVAT ats 22. 47 crore

During exit conference the lPrln01pal Secretary expressed the opinion that audlt»
- contentions should concentrate on areas already decided in judicial cases. We
are of the opinion| ‘that the lDepartment should revisit ‘areas of taxation and-
- apply the pr1n01ples of decrded cases in srmllar areas in order to avoid evasion
of tax ‘ ‘ - :

Section 37A of HVAT Act prov1des that if a dealer, without sufficient cause, fails

to file return, the AA may, after giving such dealer an opportunity of being heard,
direct him to pay byl way of penalty a sum calculated at the rate of ¥ one hundred

per day for the first ten days and at a rate of ¥ two hundred per day thereafter for
the period during which the default continues. No penalty will be levied in-case -
the AA comes to the conclusion, that in the given period, there was nil turnover.

During test check of records of offices of DETC Rohtak and Rewari, we noticed . -

that 42 works contractors had not filed their returns for the period 2009-10 to _
2011-12. The Department did not initiate any action for levy of penalty or trace
-out the contractors who had not filed their returns without sufficient cause. This

had resulted in underassessment of VAT amountrng to' ?1 36 crore ‘due to non

levyof penalty for non ﬁhng of returns:

The Department adm1tted the lapse durmg exit confercnce and further action is
awalted . : ,

- * Ambala, Gurgaon (East), Gurgaon (West) and Sonepat.
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During test check of records of office of six'® DETCs, we noticed that the AAs
while finalising assessment between January 2010 and February 2012, :
assessed less tax, allowed excess ITC and assessed less GTO of 10 contractors . - -
in- 13 cases for the years 2006-07 ‘to 2010-11. This had resulted in e '
underassessment of tax as ¥ 2.72 crore (mcludmg refund of excess amount of .
¥ 0.02 crore for 2007-08 and penalty of ¥ 0.05 crore), as per details below:

7§

"1 | Faridabad(E) 097 . |0.58 0.39 In 3 cases of 2 works contractors, tax was
: . - leviable on material valued at ¥ 10.49 crore

transferred in execution of works contract but‘

levied on ¥ 6.90 crore -

2 | Kurukshetra | 0.33 025 | 0.08 The contractor was allowed deduction of loss

1 0.06 of ¥ 0.64 crore from material to be taxed but
(Intt) this was not allowable as loss is to be adjusted
towards expenses and material transferred in
execution of works contract is to be taxed in
. full. , :
© 3 | Ambala - | 022 0:19 0.03 - The contractor was allowed deduction of loss |
’ ' of T 0.83 crore from material to be taxed but , .
this was not allowable as loss is to be adjusted ' B
towards expenses and material transferred in ' ’
“execution of works contract is to be taxed in
. full.
4 ETO Dabwali | 0.18 0.00- 0.18 In 2 cases, the contractor concealed his
‘ : o 0.54 turnover and filed wrong returns which were
- accepted by AAs. Hence tax’ and penalty w/s
(penalt_y) 38 is leviable. : »
-5 | Kaijthal 0.63 043 1020 " | The contractor was allowed irregular refund of
L . 0.25 T0.45 crore as the contractor had opted to pay
(ITC). lump sum in lieu of tax w.e.f: 1.4:10 but tax
e was. assessed on material transferred in.
execution of works contract durmg the year. -
Input Tax Credit
Allowed | Allow- | Excess
able i _
6 Faridabad(E) 0.25 . 0.11 0.14 The contractor opted to pay lump sum in lieu : =
. " 1011 . . |of tax wef 1.4.08 and on 31.3.08 material '
(Intt) ' involving ITC of ¥ 0.14 crore was in stock.
which was not allowable for being used in
. , lump sum: contract.
7 - | Faridabad(E) - | 035 0.02 0.33 | The contractor paid lump sum in lieu of tax on
: 026 . | works contract hence no ITC was allowable
(intf) on purchase of material used in such works
contract.

Ambala, Faridabad (East), Gurgaon (East), Kaithal, Kurukshetra and Sirsa.
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Gross Turn Over
Assess- | Tax | Asses | Tax Excess
| able © | -sed Co | tax ‘ ,
8  |-Faridabad(E) l 750 1030 697 - 028 0.02 - | During  2008:09 the

contractor was  allowed
irégular -~ refund - of
¥ 0.04 crore (including
$0.02 crore for 2007-08)
and excess of tax of
'[ 0.03 crore  was carried
forward without explaining
reasons for taking lesser | °
GTO.

S 1616|025 [538 022 003 -

9 Gurgaon (W) = | 11.48 046 - 1894 1036 |0.10 As per affidavit of

: i . : contractor, GTO was to be
taken as ¥ 10.48 crore but
wrongly taken - as
¥ 8.94 crore . (as per P&L
‘ alc) resulting in irregular
; . excess benefit of carry
Co : Lo © . |forward -of tax of
T 0.10 crore.- A

The Department a_d_rrl_litted the lapse during exit conference.

‘Section 24 (5) of HVAT Act stipulates that any tax paid to the State
- Government ‘deducted in advance by any person shall be adjustable by the
payee on the authorlty of the certificate issued to him (by payer) with the tax
payable by him under this Act and the AA on furnishing of such certificate,

- allow the benefit 'of such tax after due verification of the payment.

Test check of records of office of seven11 DETCs revealed that 79 works
contractors claimed benefit of TDS/WCT of T 28.65 crore during 2006-07 to

--2009-10. The AAs while finalising assessments in 123 cases between
Apr1l 2009 and March 2012 allowed the benefit 0of ¥ 14.96 crore without cross
verifying the payments received from the Daily Collection Register (DCR) of
the same or other districts concerned. Thus, correctness of allowmg benefit of
TDS/WCT to works contractors could not be vouchsafed.

The Department agcepted the observation in exit conference._

Under HVAT Rule 49 (6), a works contractor is required to maintain complete
account of declaration forms-C, VAT D-1 and VAT D-3 alongwith complete
account of payments receivable and actually recelved by him.  °

1 Ambala Bhlwam Faridabad (East) Gurgaon (West), Kurukshetra Rewar1 and
' Rohtak.
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Test check of records of offices of DETC, Gurgaon (West) and Rewari,
. revealed that 61 works contractors did not submit the requisite account of
declaration forms and account of payments receivable and actually received by
them. during 2006-07 to 2008-09. The AAs while finalising assessments in
68 cases between April 2009 and March 2012 had also not obtained the said
account. In the absence of these documents the correctness of the assessment
framed could not be ascertained.- '

. The Department accepted the audit observation.

No internal audit system existed in the Department. The Department informed
that the introduction of internal audit is being considered. -

e

The performance audit revealed a mumber of systemic deficiencies in the
method of assessment and collection of tax from works contractors. The
Department has not established any mechanism for cross verification of inter
departmental database of works contractors resulting in escapement of revenue
from unregistered works contractors. There was no effective system of
monitoring the records of contractees. Benefit of payment of tax/WCT was
given to contractors without verification of payment from DCRs concerned.

The Department had not evolved effective system of internal control for
proper assessment, levy and collection of tax and thus failed to detect tax

evasion. Instances of irregular grant of various deductions were noticed which
resulted in Joss of revenue. : ‘ :

The State Government may consider:

o - directing the Department to devise a system of cross exchange of
information to detect the unregistered works contractors and monitoring
the results of cross exchange of information;

o evolving a system for detecting and avoiding misuse of declaration

forms by the assesses;

e Issuing appropriate directions to the public sector compénies desisting
from entering into splitting up of contracts whereby the supply of plant
and machinery is treated as transit sale leading to avoidance of tax;

° déveloping a system whereby the principles involved in judicial rulings
of the Supreme Court are applied in cases of similar contracts;

o evolving a system for uﬁlising the information contained in returns. of
contractee for assessment of works contractors; and

o taking steps to put in place effective internal control mechanism. -

38



4 %.9.26 crore.

Chapter-II T axeS/VAT an,sales, trade etc, -

- T he HGST Act H VA T Act/ CST Act and Rules made there una’er provzde for -
(i) levy of tax/penalty at the prescrzbea’ rate; .
(ii) allowance of Input Tax Credit as aa’mzsszble ana’

(iii) " Section 14 (6) of the HVAT Act znter alia lays down that zf any dealer
fails to make payment of tax, he shall be liable to pay, in addition to.

 the tax payable by him, simple interest at one and half per cent (one.

~per cent wzth effect from 11 October 2007) per month if the payment is
. made within nmety days, and at three per cent per ronth (two per cent
with effect from 11 OCtober 2007) if the default continues beyond
. ninety days for the whole perzod Jrom the last date speczf ed for the .
- payment of tax fo the. date he makes the payment.

We noticed that the AAs, while fi nalzsmg the assessments, did not observe the
provisions of the rules‘in the cases mentioned in the paragraphs 2.3.1t0 2.3.3.
This resulted in non/short levy/non-realzsatzon of tax and interest of 5

'
|

-
i

The rates under Haryana Value Added Tax Act 2003. (HVAT) have been
prescribed as per Schedules A to G. However, under section 7 (1) (@) (iv) of -

- the HVAT Act, any! ‘comnmodity other than the commodities cla551ﬁed In-any

of the schedules, is taxable at the rate of 12.5 per cent w.e.f. 1.7.2005. Further
interest is also lev1able under sectlon 14(6) of the HVAT Act in case of default -
in payment of tax. o : -

: Durmg ‘test check of the assessment record of the ofﬁce of DETC, (ST)

. Faridabad (West), we noticed in July 2011 that a dealer sold Railway Track
Machines for ¥ 59 crore during the year 2007-08. These Machines were used
for repair and mainténance of railway track for the movement of trains safely -

~-and cannot be used for carrying the passenger or goods etc. The AA while - -

- finalising the assessment in December 2010, levied value added tax at the rate '
- of four per cent, mstead of correct rate of 12.5 per cent as apphcable in respect
. of unclassified item. Thls had resulted in under assessment of tax amountmg -
to ¥ 5.01 crore and mterest of ? 3.81 crore thereon. - :

After we pomted out the case in July 2011, the AA, ]Farldabad (West) stated in
July 2011 that the mam function of this machine was repair and maintenance

- ."of Railway Tracks and hence it was covered under Entry No. 62 of Schedule

" ‘C” of VAT Act. The reply of AA was not in consonance with the instructions
contained in the HVAT Act, 2003 and the clarification issued on 30 March
2006 by the Financial Commissioner & Principal Secretary, Government of
Haryana, Excise and Taxation Department in the case of JCB India Ltd. in
~ which it was stated | that only such machinery would qualify to be covered
under the entry plant and machmery, Wthh is used ina plant for productlon of
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' rgoods or services. on an industrial scale, anythmg other than those would
attract tax at 12.5 per cent.

During exit conference the Department accepted the audit ob_se_rvation.

“The rates under HVAT Act have been prescribed as per Schedules A to G.

However, under Section 7 (1) (2) (iv) of the HVAT Act, any commodity other

than the commodities classified in any of the schedules, 1s taxable at the rate
of 12.5 per cent w.e.f. 1 July 2005.

During test check of the records of office of the ETO (Sales Tax), Mandi

Dabwali (Sirsa) in April 2010, we noticed that dealer sold Guar Gum valued at”

< 2.18 crore during the year 2007-08 and claimed the goods as tax free. The
AA while finalising the assessments in January 2010 allowed the deductions
treating it as tax free goods under Schedule ‘B’ of the HVAT, Act. However,

Guar Gum, being non-specified in any schedule, was taxable at the rate of .

12.5 per cent. This had resulted in non-levy of VAT amounting ‘to
¥27.23 lakh.

After we pointed out the case in April 2010 ETO Dabwali stated in’

February 2012 that the case had been sent to the revisional authority for takmg
- suo motu action.

During exit conference the Department accepted the audit observation and
directed the concerned officers to look into the matter for necessary action.

Under Section 8 of the HVAT Act, input tax in respect of any goods
purchased by a VAT dealer shall be the amount of tax paid to the State on the
sale of such goods to him. Further, as mentioned. in Schedule E, no ITC on
petroleum products and natural gas is admissible when used as fuel. Further,
interest was also 1ev1ab1e under Section 14 (6) of the HVAT Act.

During test audit of the office of DETC (ST) Rewari in January 2012 we

noticed that a dealer (manufacturer) purchased furnace oil (FO) valued at
- 2.53 crore for use as a fuel during the year 2007-08 -and claimed ITC. The

AA while -finalising . the assessment in November 2010 allowed ITC of

< 10.11 lakh though it was not admissible on purchase of petroleum products
when used as fuel. This resulted in incorrect allowing of ITC of ¥ 10.11 lakh,
_ besides interest amounting to ¥ 7.28 lakh.

After we pointed out the case in January 2012, DETC (ST) Rewari stated in
June 2012 that the case had been sent to revisional authority for takmg suo
moto action,

We pointed out the matter to the ETC, Excise and Taxation Department and
reported to the Government in June 2012.

]During exit conference the Department accepted the audit observation.
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 Chapter-II Taxes/VAT on sales, trade etc.

The HVAT Act, CST Act and Rules framed there under provzde for =
. - i disclosure. of actual turnover by the a’ealer in the returns
(i) - .‘ levy of tax/lnterest/penalty at the prescrlbed rate '

o (@) accurate a’etermznatzon of classzf catzon of goods by the AAs at the
' - time of assessment and - oo :

- (iv)  accurate a’etermznatton of turnover at the time of assessment

We notzcea’ that. the AAs, while f nalzszng the assessments in - the cases -
mentioned in the paragraphs 2.4.1 to 2.4.4, did not observe the provisions of
‘the Act. This resulted in non/short levy/non realtsatton of tax/interest/ penalty

of? 1.73 crore. . 3 :

‘Under’ Section 38 ‘of the HVAT Act, 1f a- dealer has mamtalned false or-

incorrect accounts or documents with a. view to suppress his sales, purchases
or stock of goods, or has concealed any partlculars or has furnished to or
produced before any authorlty any account, return, document or iriformation

 which is false or incorrect in any material partlcular ‘'such authority may direct *

. him to pay by way of penalty, in addition to the tax to which he is assessed or -
- liable to be assessed a sum thrice the amount of tax which would have been
~ avoided had such account réturn, document or information as the case may
be, been accepted as true and correct. In order to prevent the tax evasion by
fraudulent ‘means, |[VAT pr0v1des for introduction. of Tax Information
: AExchange System (T][NXSYS) for - - proper tracing  of mter-state sales
transactions. Further with a view to detect evasion of VAT by claiming
- fraudulent. ITC by i 1ssu1ng forged tax invoices or fictitious accounting of goods
. nelther purchased nor sold etc., the ETC issued instructions in March 2006 for
. cross 'verification of all purchase/sale transactions totalmg more than -
- % one ]lakh from a smgle VAT dealer in a year

- During test check of the records of the office of DETC (ST) Farldabad (East),
~ we noticed in' December 2009 and June 2010 * that two- dealers had not
 included sales of ¥ 6.08 crore made to four dealers in their tax returns. Further,

~ one dealer had also’ mnot reflected purchase- 'of ¥ 1.63 crore made against ‘C’
form. Although, the sales of ¥ 1.50 crore to”one "dealer had been noticed in

September 2007 by the Department yet no' action was initiated by the AA o

.- against the defaulting dealer for levymg the tax and penalty, while finalising

‘the assessment for the year 2005-06 in March 2009. Failure of the AAs to -
cross verify the transactlons of sales and purchases despite ETC directions of
March 2006, led to isuppression of” sales of ¥ 7.88 crore which consequently
led to evasion of VAT of % 31.51 lakh. Besides, penalty of T 94 53 lakh was
‘also leviable on suppress1on of sales and purchases.

. After we pointed out the cases in December 2009 and June 2010 the AA
Faridabad (East) stated in May 2012 that in one case re-assessment has been
framed in August 2010 levying tax of ¥ 16.99 lakh on suppressed sales and
imposing penalty u/s 38 for ¥ 50.98 lakh, out of this ¥ 2 lakh has’ been"
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recovered so far. In second case, the AA stated in May 2012 that the
Registration certificate of the dealer had been cancelled w.e.f. 31 March 2006
and no return was filed by the dealer for the year 2006-07. The reply of the
AA was not correct as this dealer had made sales in 2006-07 and was therefore
liable to pay tax on that. However, during exit conference the Department
accepted the audit observation and directed the concerned officers to look into
the matter for necessary action.

2.4.2 Evasion of tax due to misuse of Form ‘F’

As per Section 6A of the CST Act, transfer of goods from one State to another
place of business in another State is exempt from levy of tax on production of
‘F’ forms and if any dealer fails to prove to the satisfaction of AA claim of
transfer of goods, then the movement of such goods shall be deemed for all
purposes of this Act to have been occasioned as a result of sale. The ETC
issued instructions in March 2006 that in the cases of specific traders (selected
for scrutiny) all transactions totaling more than ¥ one lakh from a single VAT
dealer in a year should be cross verified to detect evasion of VAT. Further,
penalty was also leviable under section 38 of HVAT Act.

During test check of the assessment records of the office of DETC (ST),
Kaithal and Kurukshetra in August 2009 and March 2011, we noticed that
declaration forms ‘F’ were found suspicious against which three dealers
claimed deduction of consignment sale of goods valued as ¥1.19 crore on
concessional rate of tax during 2005-06 and 2006-07. The AAs, while
finalising the assessment in September 2008, November 2009 and January
2010, allowed the deduction. Failure on the part of AAs to scrutinise the claim
and cross verify the transaction, as required in the ETC’s instructions dated
14 March 2006 resulted in incorrect allowing of deductions which
consequently led to evasion of tax ¥ 9.48 lakh. In addition penalty was also
leviable for evasion of tax.

After we pointed out these cases in August 2009 and March 2011 to DETC
(ST) for verification of ‘F’ forms from the concerned State. AA Kurukshetra
stated in January 2012 that on verification, these forms were not found issued
by the concerned authority and these cases had been sent to the Revisional
authority in August 2011 for taking suo-moto action. In another case, the AA
Kaithal stated in March 2012 that case had been sent to Revisional authority
for taking suo moto action.

During exit conference the Department accepted the audit observation and the
Principal Secretary directed to issue instructions to the concerned Assessing
Authorities to proceed against the dealers by opening their cases for re-
assessment and recovery of legitimate revenue.

2.4.3 Evasion of tax by submitting fake declaration Form ‘C’

Section 8 (4) of the CST act provides that the concession under sub section (1)
shall not apply to any sale in the course of interstate trade or commerce unless
the dealer selling the goods furnishes to the prescribed authority in the
prescribed manner a declaration duly filled and signed by the registered dealer
to whom the goods are sold containing the prescribed particulars in the
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prescribed form obtained from the prescribed authority. The ETC issued

instructions in March 2006 that in the cases of specific traders (selected for

* scrutiny) all transactions totaling more than ¥ one lakh from a single VAT

dealer in a year should be cross verified to detect evasion of VAT. Further,
penalty was also leviable under Section 38 of the HVAT Act.

During test check ofithe assessment files of the office of DETC (ST), Gurgaon

(West) and Faridabad (East) in May 2010, we noticed that out of total
"CST/sale of goods valued as ¥ 3.69 crore, two dealers claimed concessional

~ rate of CST on two declaration forms ‘C’, for sale value of ¥ 58.97 lakh which

- .were found suspicious due to inferior quality of paper and had no water mark
- during 2006-07. The AA while finalising the assessment for the year 2006-07

between January and March 2010, allowed the claim without cross verifying

" the transaction, which resulted in incorrect allowing concessional rate of tax

which consequently led to evasion of tax amounting to ¥ 4.56 lakh.

 Additionally, penalty was also leviable for evasion of tax.

After we pointed out the cases in May 2010 the AAs stated in November and

- December 2011 that the forms were verified from concerned issuing authority

and found not genuine. In one case, The AA Faridabad had created demand of
¥ 1.33 lakh (Tax levied ¥ 3.48 lakh out of which X 2.15 lakh had been adjusted
from excess ITC). Though, the AA created tax demand against the ingenuine
form but no action was initiated to levy penalty under section 38 of HVAT
Act. In another case, AA Gurgaon stated that the proceedings for taking action

* against the dealer had been initiated.

~‘During exit conference the Department accepted the audit observatlon and
_ d1rected the concerned officers to take necessary action.

-2.4.4.1 Under Sectlon 7 (1) (a) (1v) of the HVAT Act, tax is leviable at the
- rates spemﬁed in ' schedules ‘A’ to ‘G’ of Act depending upon the
. classification of goods and the items not classified in above schedule are -

taxable at general rate of tax i.e. 12.5 per cent w.e.f.1 July 2005. The State

. Government did not specify these commodities under any Schedule of the
" HVAT Act with effect from 1 April 2003. It has judicially been held in August

1998 that mosquito coil/mat cannot be treated as insecticide and is.commonly
known as repellent and taxable as such. Mosquito mats/coils and other
mosquito repellents, being non-specified item in any schedule, are leviable to

~ tax at the general rate of 10 per cent upto 30 June- 2005 and 12.5 per cent
_thereafter. - . :

During test check of the assessment records of the ofﬁces of DETC (ST)
Panipat we noticed in October 2008 that a dealer made sales of mosquito
mats/coils valued as ¥ 40.15 lakh during the year 2004-05. The Assessing
Authority while finalising the assessments in January 2008, levied tax at the

rate of four per cent treating the goods as insecticides instead of the correct

rate of 10 per cent. Incorrect classﬁicatlon resulted in short Ievy of tax of

T241lakh.

|
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. After we pointed out the case in October 2008, the AA stated inv March 2012
that the additional demand of ¥ 2.41 lakh had been created in January 2009.
Further report on recovery had not been received (October 2012).

. We pointed out the matter to the ETC, Excise and Taxation Department and
reported to the Government in May and June 2012.

- 2.4.4.2 The Financial Commissioner and Principal Secretary to Government of
Haryana has clarified on 11 September, 2007 that Ultra High Temperature °
(UHT) sweetened flavoured milk is different from Ultra High Temperatured
milk which is covered under entry 81 of Schedule ‘C* of HVAT Act. Hence,
UHT sweetened flavoured milk products are taxable at general rate of tax i.e. -
12.5 per cent. Further interest was also leviable under section 14 (6) of the -
HV AT Act. '

During test check of the assessment records of the offices of DETC (ST),.
Sonepat in January 2012, we noticed that a dealer sold milk products'? worth
T2.01 crore during the year 2007-08 and levied VAT .at the rate of
four per cent. The AA, while finalising the assessment in March 2011, also
levied VAT at the rate of four per cent treating them.as schedule ‘C’ item
instead of correct rate of 12.5 per cent. This had resulted in underassessment
- of tax of ¥ 17.09 lakh, besides Interest of T 14.02 lakh.

After we pointed out the case in January 2012 the AA stated in June 2012 that
the case had been sent to Revisional Authority for taking suo-motu action.

We pointed out the matter to the ETC,. Excise and Taxation Department and
reported to the Government in June 2012,

During exit conference the Department accepted the audit observation.

' Amui Calci+Milk, Chocolate Milk, Flavoured Milk, Cool Coffee, Natramul Milk.
' ' 44 :
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‘The excise revenue is mainly derived from the fixed, assessed and auction fee
for the grant of license of various vends and excise duties levied on spirit and
‘beer removed from distilleries and breweries and on that imported/exported to

. and from any other State. The Prm01pal Secretary to Government Haryana,

Excise and Taxation Department is the administrative head at Government
level and Excise .and Taxation Commissioner (ETC) is head of the
Department. He is: assisted by the Collector (Excise) at headquarter and
Deputy Excise and Taxation Commissioners(Excise) {DETCs (Excise)},
Excise and Taxation Officers (ETOs), Assistant Excise and Taxation Officers
(AETOs), Inspectors and other allied staff for proper admm1strat10n of State
Ex01se Acts/Rules in the ﬁeld

- Actual receipts ﬁfom State excise duty durmg the years 2007-08 to 2011-12

‘along with the total tax receipts durmg the same perlod 18 exh1b1ted in the -
followmg table and graph

.~ (X incrore)

2007-08 1,32000 | 1,378.81 | (+)58.81 [ .(+)04 11,617.82 12
2008-09 | 1,485.00 | 141853 | (96647 | ()04 11,655.28 12
2009-10 1,700.00 | 2,059.02 | (9359.02 | (D21 | 1321950 |- 16
2010-11 2,100.00 | 2,365.81 | (+)265.81 )13 16,790.37 14
2011-12 | 240000 | 2,831.89 | (43189 | (418 2039946 | 11
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Budget estimates, actual receipts and total tax receipts of

the States (% in crore) 3
5 3
22000- g &
l"‘"_
19800 =
b
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- o
13200- 4 =

2011-12

2007-08 2008-09 2009-10 2010-11

Il Budget estimates B Actual receipts O Total tax receipts

The actual receipts of the Excise and Taxation Department relating to State
excise duty to total tax receipts of the State during the period 2007-08 to
2011-12 ranged between 11 and 16 per cent.

The arrears of revenue as on 31 March 2012 in respect of State Excise
amounted to ¥ 119.19 crore of which ¥ 76.53 crore were outstanding for
more than five years. The following table depicts the position of arrears of
revenue during the period 2007-08 to 2011-12:

~; __ =5 4 = ..
2007-08 42.26 2.57 5231 1,378.81 B 6
2008-09 5231 8.36 46.61 1,418.53 3 16
2009-10 46.61 2,75 84.96 2,059.02 4 6
2010-11 84.96 1.12 107.81 2,365.81 5 1
2011-12 107.81 0.67 119.19 2,831.89 4 1

We observed that arrears of revenue had increased from ¥ 42.26 crore at the
beginning of the year 2007-08 to ¥ 119.19 crore (182 per cent) at the end of
the year 2011-12. The percentage of realisation of arrears to the arrears at the
beginning of the year ranged between one and 16 per cent during the years
2007-08 to 2011-12. Though the actual receipts increased by 105 per cent
(from ¥ 1,378.81 crore in 2007-08 to ¥ 2,831.89 crore in 2011-12).
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- Chapter-III State Excise

-Government revenue

The Government may advise the Excise and Taxation Department to take
effective steps for collecting the arrears- promptly te augment

The gross collection of revenue: recelpts expendlture incurred on collectlon.
and the percentage of such expenditure to. gross collection during the years

. 2007-08 to 2011-12 along with the relevant all India average percentage of

expenditure of collection to gross collection for. the relevant years are:

: mentloned below

’ (% in crore)

©2007-08 | 137881  |. 1295 094 | 327
12008-09 1,418.53 1846 . 130 - 3.66
2009-10 2,059.02° 20.48 ' 099 3.64
2010-11 2,365.81 o217 L 0wl | 3.05

S 2011-12 | 2,831.89 2239 ‘ 1079 1 -

" The table below provides details of number of units audlted value of
obJectlons pointed out during the course of audit, cases accepted and the
recovery made there against during the period from 2006-07 to 2010-11.

R in crore)

2006-07 a7 - 200| 387 - 8| .027] 13 0.34
2007-08 41| - 826| -41.83|  231| 4.68 17 028
2008-09 | . 421( 384 5501 . 98 120| - 25| . 0.9
2009-10 36 377 395 251 376 42 0.22
2010-11°) 28|  179| 25.18 102] 2417 20 279
Total 194 | 1,966 | 8042 690 | 34.08 99 372

We observed that the recovery in respect of accepted cases durmg the years

- 2006-07 to 2010 11 was only 11 per cent.

Durmg the last ﬁve years endlng 2011-12 instances of non/short recovery of
excise duty, license fee, penalty, non-recovery of cost of supervisory staff
posted at the distillery etc., with revenue implication of ¥ 35.58 crore in 12
paragraphs including one performance audit. The Department/Government
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K&jﬂﬂ}tﬁr tﬁe year 2001-12 Mevénue&'ctw)

had accepted all the audit observat1ons mvolvmg 4 35 58 crore and recovered
T 2. 90 crore till 31 March 2012. The detaﬂs are shown in the followmg table:

2007-08 2 | 123 2 123 1 | 003
200?3-69 4] 23s 4 235 [ 4 | 009

2000-10 . 27 - | 565 2 565 | 2 0.10

200011 | 1| 2160 |1 2160 | 1 - 2,63 .
i (Review) ,

20112 |3 | 475 |3 475 1| 005
rmtjain 12 3558 | 12 3558 | 9 290

_ We  observed that the recovery in respect ‘of the accepted cases was
elght per cent. The slow progress of recovery even in respect of accepted cases
is indicative of failure on the part of the heads of offices/Department to initiate
action to recover the Government dues plomptly '

i

v We recommend that the Government may revamp the reccvery‘
mechanism to ensure that at least the amount invelved in accepted cases
are »prcmpﬂy recovered. ‘

Test check of the records of the offices of - Dcputy Excise and Taxation
Commissioner (Excise) relatmg to State Excise conducted in audit during the
- year 2011-12 revealed non/short recovery of excise duty, license fee and
penalty etc. amounting to ¥ 10.37 crore in 481 cases which broadly fall under-
the followmg categories:

R in crcrej

]Ex'cr"rse and Taxation Department (State Excise) _
L Non/short deposit of hcense fee and loss of 296 - 7.58
; interest _ S
2. -'Non-rccovery of penalty on illicit liquor _ - 129 o 122
'3 Miscellaneous irregularities - : 56 ‘ 1.57
Total o . 481 | 1037
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Chapter III State Excise -

Durmg the course of the _year 2011 12 the Department accepted* '
underassessment and other deﬁ01en01es of T8.90 crore involved in 438 cases,

- out of which ¥-8.80 crore involved in 425 cases were pornted out during the o
- year and rest in earlier years. " The Department recovered % 10. 20 lakh in -
" 13 cases pointed out in earher years. :

Further at the mstance of audrt the Prmcrpal Secretary, Excise and Taxat1on

‘ “]Department recovered ? 25.50 lakh

A few ﬂlustratrve cases mvo]lvrng ‘x’ 4, 75 crore are mentroned m the

succeedmg paragraphs
: L
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The Punjab Excise Act/Haryana quuor License Rules/State Excise Poltcy
provides for levy of excise duty/license fee/interest/penalty at the prescribed
rate. We noticed that the Deputy Excise and Taxation Commissioner (Excise)
of respective district did not observe provisions of the rules in the cases
mentioned in the paragraphs 3.2.1 to 3.2.3.  This resulted in non-
realisation/recovery of license fee/interest/penalty of X 4.75 crore.

nse fee on re-auction

Under the Haryana L1qu0r Llcense Rules 1970 (HLL Rules), read with the
State excise policy for the years 2009-10 and 2010-11, every successful
allottee of retail licensed liquor outlet, shall be required to deposit a security
amount equal to 20 per cent of the annual license fee of the licensed outlet, out
of which 5 per cent of the license fee has to be deposited on the day of draw of
lot, 5 per cent within 7 days of the allotment/draw of lot or before 31 March of
the respective year, whichever is earlier and remaining 10 per cent by the 7th
April of the respective year. The balance 80 per cent shall be payable in nine
equated monthly instalments starting from April to December of the respective
year. In case, the allottee fails to make payment of security deposit equal to
20 per cent of annual license fee and defaults in payment of nine equated
instalments of license fee along with interest, the licensed outlet shall cease to
be in operation on the first day of the following month and shall ordinarily be
sealed by the DETC (Excise) of the respective district. In such events, the
DETC (Excise) may re-allot it at the risk and cost of the original allottee by
seeking prior permission of the Financial Commissioner.

During test check of M-2 registers for watch of payment of license fee in the
offices of DETC (Excise), Bhiwani, Kaithal and Panipat between
December 2010 and February 2012, we noticed that 17 retail outlets were
auctioned for ¥ 6.92 crore for the years 2009-10 and 2010-11. Of the total
license fee of ¥ 6.92 crore, the allottees deposited security and monthly license
fee amounting to ¥ 2.95 crore and failed to deposit the balance amount of
T 3.97 crore. The Department cancelled their retail liquor outlets and forfeited
the entire amount of security. These retail outlets were re-auctioned/re-allotted
between September 2009 and February 2011 for the remaining period for
T 1.30 crore at the risk and cost of originzl licensees. The Department, did not
initiate any action to recover the differential amount of license fee of
T 2.67 crore (X 3.97 crore - T 1.30 crore) from the original allottees. This
resulted in non-realisation of Government revenue of ¥ 2.67 crore.

After we pointed out these cases between December 2010 and February 2012,
DETCs (Excise), Kaithal and Panipat stated that recovery certificates would
be issued and DETC (Excise), Bhiwani stated that efforts would be made to
recover the outstanding amount. We have not received further progress report
on recovery (October 2012).

The matter was reported to the Government between January 2011 and

July 2012; the Government accepted the audit observation during the exit
conference held in October 2012.
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' Chapter-IIl State Excise

_ Under the Haryana Liquor License Rules 1970 (HLL Rules) read with the
~ State excise pohcy for the year 2010 11 prov1de for payment of monthly -

instalments of license fee by the 20® of each month by the licensee/allottee
holdmg license for retall outlets for vending Country quuor and Indian made
Foreign Liquor. F ailure to do so renders him liable to pay interest at the rate of

- ‘one and half per cent per month for the per1od from the first day of the month

to the date of payment of the instalment or any part ‘thereof, If the licensee -
fails to deposit the monthly instalment i in full along with interest by the end of

' the month, the licensed outlet shall cease to be in operation on the first day of

the following month and shall ordinarily be sealed by the District Excise and

o - Taxation Commnsswner (Excise) {DETC (Excise)} of the respective district.

- Durmg test check of M-2 regrsters for watch of payment of lrcense fee in four'

offices of DETC ‘(Excrse) in October and November 2011 for the year
2010-11, we noticed that 97 licencees had paid the monthly instalments of -
license fee amounting to I 34.28 crore for the period between April 2010 and

- March 2011 after the prescribed due dates. The delay ranged between 21 to-

151 days. The DETC (Excise), however, did not initiate any action to
cease/seal the vends for non-deposit of monthly instalments by the end of the
month and to levy interest for delayed payments of l1cense fee. This resulted n -

' non-levy of mterest of ? 1.06 crore.

~ After we pointed out these in. October and November 2011 DETC (Excise)
) Grurgaon stated in January 2012 that efforts would be made to recover the
~ outstanding amount of ¥ 34.64 lakh. DETC (Excise) Kurukshetra stated in

September 2012 that an amount of ¥ 82,438 had: been recovered in two cases.
and efforts would be made to recover the outstanding amount of ¥ 1.15 lakh.

DETC (Excise) Rewari stated in October 2012 that an amount of ¥ 4.09 lakh
had been recovered in three cases. We had not received further progress of

~ recovery of interest in case of other DlETCs and reply ﬁom DETC (Excrse)

Faridabad (October 2012). -

The matter was reported to the Government between December 2011 and -
July 2012; the Government accepted the audit observatlon during the exit
conference held in October 2012 : :

}Under the Haryana quuor License Rules, 1970 (HLL Rules) read with State

Excise Policy - for year the 2010-11, provide for payment of monthly
instalment of license fee by the 20th of each month by the licensee/allottee .

~ holding license for retail outlets; for vending country liquor (CL) and Indian
' made foreign l1quor (IMFL). Failure to do:so renders him liable to pay interest
at the rate of one and a half per cent per month for the period from the first

day of the month to the date of payment of the instalment or any part thereof.
If the licensee fails: to deposit the monthly instalment in full along with interest

by the end of month the licensed outlet shall cease to be in operation on the
~ first day of the followmg month and shall ordlnarlly be sealed by the Deputy

1

LA Faridabad, Gdrgaon,_ Kumkshetra and Rewari.
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Ex01se and Taxatlon Comm1s31oner (Ex01se) {DETC (Exc1se)} of the
respective district. :

4-]Dur1ng test check of the records of payment of license fee of the ofﬁce of
Deputy Excise and Taxation Commissioner (Excise), Gurgaon in October

2011 for the year 2010-11, we noticed ihat retail liquor outlets for sale of -

-CL/IMFL were allotted to 10 licensees for ¥ 7.34 crore. The 11censees failed to

- pay the monthly instalment of license fee for the year 2010-11 in full by the -
prescribed dates. Of the total license fee of ¥ 7.34 crore, the licensees had paid -

‘only ¥ 6.41 crore. Thus, the allottees did not deposit the balance amount of.

. ¥ 93 lakh. The DETC (Excise), however, did not initiate any action to seal the

- vends for non-deposit of monthly instalment in full by the end of the month

and levy interest for belated payment of lincense fee. This resulted in -

non/short recovery of hcense fee of ¥ 102 crore (mcludmg interest of
T 9.45 lakh). : o :

, Aﬁer we pomted out these « cases n October 2011 DETC (Excise), Gurgaon
stated that proceedings for recovery had been initiated. We had not received
- further progress report on recovery (October 2012).

The matter was reported to the Government in December 2011 the
Government accepted the aud1t observatlon during the exit conference held m -

October 2012..

52

meniasezapaseik



. CHAPTER-V




oy

L



Recerpts from the stamp duty (SD) and registration fee (RF) in the State are -
regulated under the Indian Stamp Act, 1899 (IS Act), Indian Registration Act, -
11908 (IR Act), Punjab Stamp Rules, 1934, as adopted by the Government of
‘Haryana with suitable amendments andthe Haryana Stamp. (Prevention of
- Undervaluation of Instruments) Rules, 1978. SD is leviable on the execution
of instruments as per Schedule I-A of the IS Act and RF is payable at the
prescribed rates fixed by the State Government. At the Government level, the
Additional Chief Secretary and Financial Commissioner, Revenue and
Disaster Management Department, Haryana, Chandigarh is respon51ble for the
administration of the IS Act and IR Act and the rules framed there under
relating to the registration of various documents. The overall control and
superintendence over levy and collection of SD and RF vests with the
Inspector General of Registration (IGR), Haryana, Chandigarh. The IGR is
- assisted by the 21 Deputy Commissioners (DCs), 67 tehsildars and 46 naib
tehsildars acting as Registrars, Sub Reglstrars (SRs) and Joint Sub Reglstrars
{Jd SRs) respectlvely

Actual receipts. from SD and RF during the years 2007-08 to 2011-12 along
with the total tax/non-tax receipts during the same period is exh1b1ted in the
following table and graph

- 2007-08 1,780.00 . || 1,763.28 O'1672 Qo 16,714.90 1 -
2008-09 | 210000 | 132639 | (77361 (37 14,893.73 9
200910 | 1,22500 |’ 129356 | * (+)68.56 @6 | 1596090 . . 8
2010-11 1,900.00- | ;231928 | (+)419.28 (22 2021131 T
2011-12 | 2,350.00 ';‘,2,7'93.00 @430 | (19 2512111 | 11
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Budget estimates, actual receipts and total tax/non-tax -
: receipts of the States (X in crore)
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22000
19800
17600
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Source: Stéfre Budget and Finance accounts.

The actual receipts of the Department during the period 2007-08 to 2011-12
ranged between eight and 11 per cent and the stamp duty receipts mcreased by
20 per cent durlng the year 2011-12 over the previous year

The Department stated that the information relating to arrears of revenue was
awaited from the office of the Divisional Commissioner. The Department had
not supplied the details of arrears pending at the beginning of the year, arrears
- added and collected during the year and arrears pending at the end of the year
due to non-availability of centralised database at the apex level. Thus, the
Department could not momtor and expedlte the progress of recovery of

arrears

The gross collectlon in respect of SD and RF, expendlture incurred on their
collection and the percentage of such expenditure to gross: collection during
the years 2007- 08 to 2011-12 along with the relevant all India average

t
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? 'Chapte.r-I'V Stamp Durj} S

percentage of expe drture of collectlon to gross zcollectlon for the relevant year N
-are mentloned below S : - SR

1,763:28.

2008- 09, 1326539

h123 2T
106 | o241
R

2010:11° | 231928 ¢
2011-12 | 2,793.00

s Source; Finance Accounts..

o he performance of the Revenue Department to deal wrth ‘the . 1rregu]lar1t1es
- detected. in the course’ of local audit -conducted during; the year 2010-11 and.
- the’ correspondlng ﬁgures for. the precedmg four years is tabulated below

2006-07°| 179. | i 3,476 899 | 2,352 | 667 | 104 .| - 0.03 -

200708 | 180 |185543 | 4443, | 2,136 | 604 |- 240 | 007 .| -
1 2008-09° [ 180 .| {1,157 - | 650 | 310 190 7 [ 001 |-
12009-10- [ 182" |} 481 | .23.07 | 159+ | 20099 18 .{ 013
2010-11 | 101 <[4 1,346 | 726 | 1,158 | 578 | -227. | -.0.18
Total | 82 92003..... 90.25 6115" 4L 38-3.- 59}5 | 042

o »We observed that the recovery m respect of accepted cases durlng the years
- __2006 07 to 2010 11 ‘was only one per cent | ‘ :

~* During; the last five| years (mcludmg the current year S report) lnstances of. ,

© non/short levy/realisation of SD."and RF, evasion due’to non—executron of:. -
conveyance deeds," o non—presentatlon of - documents “for regrstratlon‘
misclassification . oﬁ ‘documents, -incorrect . grant of exemptlons/remlssmns

: apphcatlon of incorrect rate etc., w1th revenue . 1mphcat10n of ¥ 59.62 crore in -
23 * paragraphs . (1nclud1ng tw performance audlts) ~Of . these, ""he o
=Department/Government had - accepted audit observatrons to ‘the tune of - -
T 47.99: crore in- 23 paragraphs (mcludmg two- revrews) and recoveredj '

'? 15 40 lakh The detarls are shown n the succeedmg table
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Year Paragraphs included [ Paragraph accepted Amount recovered
; @ incrore) (% in lakh)
= Number | Amount | Number Amount | Number | Amount
2007-08 4 1.70 4 1.70 1 0.87
1 (Review) 24.69 1 15.11 - -
2008-09 5 0.76 5 0.76 1 1.43
2009-10 1 (Review) 22.85 1 20.96 1 11.50
2010-11 6 5.49 6 533 2 1.60
2011-12 6 4.13 6 413 - -
Total 23 59.62 23 47.99 5 15.40

We observed that the Revenue Department had recovered only ¥ 15.40 lakh
out of accepted cases amounting to ¥ 47.99 crore during the years 2007-08 to
2011-12. Thus, the recovery in respect of the accepted cases was very
low (0.32 per cent). The slow progress of recovery even in respect of
accepted cases is the indicative of failure on the part of the heads of
offices/Department to initiate effective action to recover the Government dues
promptly.

We recommend that the Government may revamp the recovery
mechanism to ensure that at least the amount involved in accepted cases
are promptly recovered.

416 Re
Test check of
2011-12 revealed non/short levy of stamp duty and registration fee amounting
to T 11.86 crore in 1,148 cases, which broadly fall under the following
categories:

(T in crore)
No. | ML eI Ra A it ol Calses It
Revenue Department
1, Short recovery of stamp duty and registration fee due to 562 4.61
non-charging of residential rates on purchase of land
2. Short realisation of stamp duty due to sale of property at 134 1.05
lower consideration than the amount mentioned in the
agreement deeds
3 Non/short recovery of stamp duty due to undervaluation 182 1.68
of immovable property
4. Irregular exemption of stamp duty on mortgage 46 0.65
deeds/compensation certificates to land acquired
56 Short recovery of stamp duty due to misclassification of 59 3.30
instruments
6. Miscellaneous irregularities 165 0.57
Total 1,148 11.86

During the course of the year 2011-12, the Department accepted
underassessment and other deficiencies of ¥ 11.75 crore involved in 1,048
cases, out of which ¥ 11.62 crore involved in 1,035 cases were pointed out
during the year and the rest in earlier years. The Department recovered
T 12.61 lakh in 13 cases pointed out in earlier years.

A few illustrative cases involving ¥ 4.13 crore are mentioned in the
succeeding paragraphs.
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- Chapter-1V Stamp Duty

T he provzszons of the Indzan Stamp Act 1 899 (IS Act) and Indzan Regzstratzon

Act, 1 908 (IR Act) requzre -

() - levy of stamp dutv (SD) at. the prescrzbed rate;

V(ii)i exemptzon of SD on fullelment of prescrzbed condztzons and

- (iii) correct classzf cation of documents

We noticed that the registering authorztzes dzd not observe some of the above ‘
provisions at the time. of registration of documents in cases mentioned in the

paragraphs 4.2.1 to 4.2.5. This . resulted in short levy/evaszon of SD -
"0f % 4.08 crore. '

Sectron 27 of the IS Act as apphcable to the State of Haryana, prov1des that

_ consideration and all other facts and circumstances affecting the chargeability

of any instrument W1th duty, or the amount of duty with which it is chargeable,

| should be fully or truly set forth therein. Further, Section 64 of the 1S Act .

provides that any person who, with intent to defraud the Government, executes
an instrument in which all the facts and cucumstances requlred to be set forth:

©In such instrument are not_fully and truly set forth is punlshable with a fine
- which may extend toZ 5 ,000 per instrument. o

During - test check  of the records -of 111 reglsterlng offices between .

~.December 2010 and Tune 2011, we notlced that 30 conveyance deeds were
registered between Apr11 2009 and June 2011 on account of sale of immovable .
- properties. The total value of properties set forth in all these conveyance deeds
was ¥ 6.51 crore. Cross verification of these deeds ‘with the agreements

executed between the concerned parties between May 2008 and December

- 2010 revealed that! the total sale value of agreements worked out to .
~ ¥12.88 crore. Thus, the conveyance deeds | were got executed and regtstered at

a consideration less' than what had been agreed to between the parties.

Undervaluation of immovable properties - in conveyance deeds resulted in-
* evasion of SD of ¥ 23.92 lakh. In addition- penalty- not exceedlng 3 1 40 lakh

was also 1ev1ab1e for. mcorrect information in the document

After we pomted out these cases between December 2010 and June 2011,
SR Rania stated in September 2011 that the Collector had ordered between

. December 2009 and' May 2010 for deposit of SD amounting to X 1.98 lakh
mcludlng penalty of ¥ 10,000. SRs Ballbhgarh Jind, Pillukhera, and Sohna
. stated in January 2012 that the cases had been referred to the Collector in

February 2010 under Section 47 A of the: Act for final-decision for the -
outstanding amount of ¥ 9.33 lakh. SR Sirsa stated in January 2012 that efforts -
would be made to recover the outstanding amount of ¥ 4.68 lakh. We have not
received report on recovery and actlon taken to levy penalty and: reply ﬁom

"

S SRs: - Alewa Ballabhgarh Dabwah de Narwana, Pataud1 Plllukhera Rania,

Safﬁdon S1rsa and Sohna.
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the remaining five’ SRs for the outstanding amount of ¥ 8.03 lakh
(October 2012).

We reported the matter to the Government in May 2012. During exit
conference held in January 2013 the Additional Chief Secretary, Revenue
Department agreed to the audit observation and assured to take
corrective/preventive steps.

4.2.2 Non-levy of stamp duty on plant and machinery

Under Section 2 (10) of the IS Act, “Conveyance” includes a conveyance on
sale and every instrument by which property whether movable or immovable
is transferred. As per instructions issued by the Government in August 2003,
Conveyance deed includes sale of business including land, building and
machinery which was installed permanently on land for running the business,
machinery would be treated as immovable property for ascertaining value of
property for SD.

During test check of the records of the office of Sub Registrar (SR), Karnal in
June 2011 for the year 2010-11, we noticed that a vendee purchased a factory
land, building, plant and machinery for a consideration of ¥ 7.80 crore (land
and building: ¥ 4.19 crore and plant and machinery: ¥ 3.61 crore) in an auction
conducted by the official liquidator attached to the Punjab and Haryana High
Court at Chandigarh. While executing the conveyance deed in March 2011,
SD of ¥20.94 lakh was paid on the cost of land and building but the
Registering Authority did not levy SD of ¥ 18.06 lakh on ¥ 3.61 crore of the
cost of plant and machinery. This resulted in short levy of SD of ¥ 18.06 lakh.

After we pointed out the case in June 2011, the SR Karnal stated in January
2012 that the case had been referred to the Collector in August 2011 under
Section 47-A of the IS Act for final decision. We have not received further
progress report on recovery (October 2012).

Similar case was also noticed during the year 2006-07 in Rohtak district
involving ¥ 6.63 lakh in respect of cost of plant and machinery but no
recovery had been made till date.

We reported the matter to the Government in April 2012. During exit
conference held in January 2013 the Department agreed to the audit
observation and assured to take corrective action.

4.2.3 Evasion of stamp duty due to misclassification of documents

Under the provisions of the Section 2 (10) of the IS Act, as applicable to the
State of Haryana, separate rates have been prescribed for different types of
instruments. The classification of an instrument depends upon the nature of the
transactions recorded therein. In case possession of the property is handed
over after receipt of full amount of consideration, the instrument becomes a
conveyance deed and stamp duty (SD) becomes leviable under the IS Act.

During test check of the records of the office of Sub Registrar (SR) Gurgaon,
for the year 2010-11 in June 2011, we noticed that two instruments conveying

2

SRs: Alewa, Dabwali, Narwana, Pataudi and Saffidon.
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_possession and transfer of property valued at ¥ 2.15 crore to the Vendees were

“executed between February and March 2011. In ‘all the cases, the vendors
received full amount in lieu of the property sold and the possession of
immovable property was also handed over to the purchasers. The deeds were -
liable to be treated as conveyance deeds and SD of ¥ 10.77 lakh was leviable.
-However the registering authorrty misclassified these documents and
reglstered the deeds as Agreements to sell charging SD of ¥ 110 Wthh was
incorrect. This resulted in evasion, of SD of %10.77 lakh ' :

After we pointed out these ‘cases in June 2011, SR, Gurgaon stated in
January 2012 that the cases-had been sent to the Collector in September 2011
under Section 47-A. of the Act for decision. ‘We have not recelved any report
of recovery. (October 2012) o

‘We . reported the matter to. the Grovernment in April 2012. During exrt_ :

conference held in- January 2013 the : Department agreed to the audit
~ observation and assured to take correctlve actlon .

2

Section 2 (10) of the IS Act, provides that ‘conveyance mcludes conveyance
on sale and every 1nstrument by which property whether movable/ immovable
is transferred_ inter vivos and which is not otherwise specifically provided for
by schedule 1-A of the Act. Further, Section 54 of the Transfer of Property .
Act, 1882 defines: “sale” as transfer of ownership in some property on
payment of price or on promise of price being paid or part of the price is paid
and part promised. The classification of an instrument depends upon the nature
of the transaction recorded therein. In case possession of the property 1s
handed over after recerpt of the full amount of consideration or promise to pay
consideration later on, the instrument becomes a conveyance ‘deed and stamp
duty (SD) becomes 1ev1able under the IS Act.

During test chéck of the records of the office of Sub Registrar (SR) Gurgaon
between September 2010 and June 2011 for the years 2009-10 and 2010-11,
we noticed that four collaboration agreements were registered between
July 2009 and -September 2010 in respect of land on which SD of ¥ 100 each
was levied as applicable in the case of an'agreement not involving sale of land.

Scrutmy of these agreements further revealed that the owners of land -

authorised the developers to take possession of the land with the right to
construct, develop and deal with the land in accordance with the terms and
~ conditions of the agreements. In exchange of the land, the owners of land were
entitled either to take a part of the developed land or receive part payment.
The developers were entitled to dispose off their shares of developed land in
- such a manner as they deemed fit without requiring any consent from the
owners. Hence, the development r1ght/collaborat1on agreements were
. -conveyance of right to develop, construct and sell the property and were liable
to pay SD on sale of property in respect of the developers’ share of land. -
However, as per rates fixed by the Collector applicable in the concerned areas
and rates as per agreement, total value of land transferred to the developers -
worked out to I 26 15 crore on which SD of ¥ 1.33 erore was also leviable.
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Misclassification of these sale deeds resulted in short levy of SD of
T 1.33 crore.

After we pointed out these cases between September 2010 and June 2011,
SR Gurgaon stated in January 2012 that cases had been sent to the Collector
for determination of value of property and proper duty payable thereon. We
have not received further progress report (October 2012).

We reported the matter to the Government in June 2012. During exit
conference held in January 2013 the Department agreed to the audit
observation and assured to take corrective action.

4.2.5 Short levy of stamp duty due to application of incorrect rates
of immovable property

In order to check evasion of SD in sale deeds, the Government issued
instructions in November 2000 to all registering authorities in the State to the
effect that agricultural land sold within municipal limits, with an area less than
1,000 square yards or in case where purchasers are more than one and the
share of each purchaser is less than 1,000 square yards, be valued at the rate
fixed for the residential property of that locality for the purpose of levying SD.

During test check of the records of 17 offices’ of JSRs/SRs between December
2010 and August 2011 for the years 2009-10 and 2010-11, we noticed that 191
sale deeds of plots within municipal limits with an area less than 1,000 square
yards and in case where purchasers are more than one and the share of each
purchaser is less than 1,000 square yards, were registered between May 2009
and March 2011. The deeds were liable to be assessed for T 51.26 crore based
on the rates fixed for residential areas and SD of ¥ 3.09 crore was chargeable.
However, the registering authorities assessed the deeds for ¥ 14.09 crore based
on the rates fixed for agricultural land and levied SD of ¥ 87.25 lakh. This
resulted in short levy of SD of ¥ 2.22 crore.

After we pointed out these cases between December 2010 and August 2011,
14 SRs' stated between October 2011 and January 2012 that the cases had
been sent to the Collector between May 2011 and January 2012 under
Section 47-A of the Indian Stamp Act, 1899 for decision. We have not
received report on recovery and reply from the remaining three SRs®
(October 2012). However, the Department stated in January 2013 that in
respect of seven SRs, the Collectors dropped the amount of recovery citing the
reason that cases of land sold was agricultural. The contention of the
Collectors was not in accordance with the Government instructions issued in
November 2000 as rates were to be levied treating the land as residential land
even if it was agricultural land.

SRs: Ambala City, Ambala Cantonment, Ballabgarh, Barwala, Dabwali, Faridabad,
Gurgaon, Kalka, Kurukshetra, Ladwa, Naraingarh, Pataudi, Panchkula, Pehowa,
Shahbad, Sirsa and Sohna.

JSRs: Ambala Cantonment and Ladwa; SRs: Ambala City, Ballabgarh, Barwala,
Dabwali, Faridabad, Gurgaon, Kalka, Kurukshetra, Panchkula, Pehowa, Shahbad and
Sirsa.

2 SRs: Naraingarh, Pataudi, and Sohna.
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Similar cases were also pointed out in earlier reports for the years 2006-07 to-
- 2008-09 and 2010-11, Department replied that cases were referred to the .
Collector under Section 47 A of the IS Act for decision, and such mistakes are

still repeated. :

‘We reported the matter to the Government in May 2012. Durmg exit
conference held in January 2013 the Additional Chief Secretary, Revenue
Department agreed to the audit observation and stated that correctlve actlon ‘
Would be taken to streamline the system. - :

) _ Government,  notification of August 1995 provides for exemption in
. case of purchase of agrzculture land out of the compensatzon received
Jor acquisition of land by Government '

We notlcea’ that non-compliance of some of the provision in the above
 notification in the followmg case as mentioned in paragraph 4.3.1 resulted in
non/shorz‘ realisation of SD of X 4.99 lakh.

As per notification issued on August 1995, under the IS Act, the Government
remitted the SD in respect of the sale deeds to be got executed by farmers
whose land was acquired by Haryana Government for public purposes and
who purchase agrlcultural land in the State within one year of the amount of
compensation received by them for the land acquired by the Government. The
- remittance will be limited to the compensation amount only and the additional
amount involved for the purchase of agricultural land will be liable to SD as
per rules. : -

During test check of the records of four® offices of JSR/SR between F ebrua.ry
and June 2011, we noticed that farmers, whose land was acquired by the
- Government for public purposes, purchased residential and agricultural land
valued at ¥ 96.23 lakh in ten cases. In eight cases, the registering authorities
had registered conveyance deeds valued at ¥ 51.43 lakh between May 2009
-and October 2010 for the period 2009-10. Stamp duty was to be levied at the
" rate of three to seven per cent valuing ¥ 2.75 lakh as the farmers had
- purchased residential land out of the compensation. In another two cases, SD.
0f 2.24 lakh was also leviable at the rate of five per cent on ¥ 44.80 lakh for
the period 2010-11 as the land was purchased after one year from the date of
receipt of compensation amount. Thus irregular exemptlon of SD resulted in
non-levy of SD to the extent of ? 4.99 lakh. '

After we pomted out these cases between February and June 2011,

SRs Ambala and Sohna stated in January 2012 that the cases had been sent to -
Collector for decision in May 2011. We had not received report on recovery
and the reply from remaining JSR/SR, Saha and Mullana (October 2012).

- 8§ ISR: Saha, SRs Ambeala city, Mullana and Sohna.
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We reported the matter to the Government in April 2011. During exit
~conference held in January 2013 . the Department agreed to the audit
observatlon
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Registration of motor vehicles, assessments, levy and collection.of passengers.
and goods tax (PG’J[‘) are governed under the provisions of the Punjab .
. Passengers and Goods Taxation Act, 1952 (PPGT Act) and the Rules framed -
_thereunder, as apphcable to the State of Haryana. The Principal Secretary to
Government Haryana, Excise and Taxation Department is the administrative
head at the Government level. Overall charge of the Department vests with
the Excise and Taxation Commissioner (ETC), Haryana, Chandigarh. . The
work relating to levy and collection of PGT is carried out by the Assistant
Excise and Taxation Officers (AETOs) under Deputy Excise and Taxation
Commissioners (]DETCS) in the field. All the motor vehicles carrying goods - -
and passengers are required to be registered with AETO. of the district
concerned in which the owner of the vehicle has residence or place of business -
where the vehicle is' normally kept in the State.

AR

Registration of motor vehicles, issue of permits, issue of driving/conductor
licences, levy and collection of token tax, permit fee, licence fee etc. are
-governed under the provisions of the Motor Vehicles Act, 1988, (MV Act)
Central Vehicles Rules, 1989, the Haryana Motor Vehicles Rules, 1993, the
Punjab Motor Vehicles Taxation Act, 1924 (PMVT Act), as applicable to the
State of Haryana and the Punjab Motor Vehicles Taxation Rules, 1925. The
Additional Chief Secretary to Government of Haryana, Transport ]Departmenr
is the administrative head at the Government level and is responsible for the -
administration of the MV Act/Rules in the State and assisted by the Transport
Commissioner who exercises general superintendence over the functioning of
the Department. The powers of Registering and Licencing Authority (RLA)

- are being exercised by 57 Sub-Divisional Offices (Civil) in respect of non-
transport vehicles,” whereas 21 Secretary, Regional Transport Authorities
(RTAS) are exer01smg the powers of RLA in respect of transport Vehrcles '

Actual receipts from PGT and Taxes on Vehlcles durmg the years 2007- 08 to
2011-12 along with the total tax/non-tax recelpts during the same period is
exh1b1ted in the following table and graph:

< im crore

(-) 544.61 X 16,714.90

=
2008-09 48525 | 370.29 () 114.96 ()24 -14,893.73 2
2009-10 | - 425.00- | | 391.45 (-) 33.55 ()8 15,960.90 2
2010-11 425.00 | 387.14 (-) 37.86 (9 | 2021131 2
2

2011-12 .425.00 |1 42932 (+)4.32 . .1 25,121.11
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Budget estimates, actual n‘eceipts' and total tax/non-tax

receipts of the States (% in crore) =
26400~ ﬁ 2 g
' ('\l' A
24200- . S
22000+ < &
‘ = o
19800- G B 2
g o %
17600+ ?

- 2007-08 2008-09 - 2009-10 '2010711 ' 2011—12

Budget estimates’ B Actual receipts [ Total tax/non-tax receipts

The actual receipts of the Excise and Taxation Department relating to PGT to
total tax/non—tax receipts of the State durmg the period 2007-08 to 2011-12 is
only two per cent.

200708 || 275.00 233.79 G421 | O1s 16,714.90 _ 1,
2008-09 ‘| 275.00 23930 () 35.70 O13 14,893.73 | 2
2009-10 37500 | 277.07 () 97.93 ()26 15,960.90 2
20‘10-1 1 350.00. 457.36 (+) 107.36 (+) 31 20,211.31 2
2011-12 |. 515.00 - 740.15 ® 225.16 (+) 44 25,121.11 - 3

64



Chapter-V Taxes on Vehicles, Goods and Passengers

Buﬁdlgett.esftﬁmates, actual receipts and total mx/mbnetax _
n‘ecenpts of the Stautes (? in cmn‘e) ;:
& "
26400 | = Q
24200+ & ' S
R & =
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|@Bi1dgetj estimates B Actual receipts (I Total tax/non-tax receipts |

The actual receipts of the Transport Department relating to Taxes on vehicles
to total tax/non-tax receipts of the State during the period 2007-08 to 2011-12
ranged between one and three per cent.

The arrears of revenue relating to PGT as on 31 March 2012 amounted to
- %60.18 crore out of which ¥ 15.29 crore (25 per cent) were outstanding for
more than five years. The following table deplcts the arrears of revenue
‘during the period 2007-08 to 2011- 12

(? in crore)

1 2 3 4 5 6 7
2007-08 | 5197 | 2228 | 48.55 37939 | 43 . | 13
2008-09 | 4855 | 11.52 58.08 37029 | 24 | 16
2009-10 | 58.08 | 1688 | 6450 | 39145 | 29 16
2010-11 | 6450 | 13.96 59.41 387.14 | 22 i
01112 | 5041 | 2314 60.18 _ | 42032 | 39 | 14

We observed that arrears of revenue of PGT had increased from ¥ 51.97 crore
at the. begmnmg of the year 2007-08-to ¥ 60.18 crore (16 per cent) at the end
of the year 2011-12.; The percentage of realisation of arrears to the arrears
outstanding at the begmmng of the year ranged between 22 and 43 per cent
durmg the years 2007-08 to 2011-12. : :
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The Government may advise the Excise and Taxation Department to take
effective steps for collecting the arrears promptly to augment

Government revenue.

The Department intimated that there was an arrear of revenue of ¥ 0.84 crere
‘as on 31 March 2012. The following table depicts the arrears of revenue
during the peuod 2007-08 to 2011- 12

" % in crore)

1 2 3 4 5 6 7
2007-08 [ 3.20 0.44 2.76 233.79 14 1.18
200809 | 415 | 0.61 3.54 239.30 15 1.48
2009-10 |  3.40 0.42 2.98 277.07 12 1.08
2010-11 | 1.30 0.11 1.19 457.36 8 0.26
2011-12 | 092 | 0.09 0.84 740.16 10 0.11

We observed that arrears of revenue of Taxes on vehicles had decreased from
¥ 3.20 crore at the beginning of the year 2007-08 to T 0.84 crore (26 per cent)
at the end of the year 2011-12. The percentage of realisation of arrears to the
arrears outstanding at the begmmno of the year ranged between eight and
15 per cent during the years 2007-08 to 2011-12. :

The gross collection in respect of PGT and Taxes on vehicles revenue receipts,
expenditure incurred on their collection and the percentage of such
~ expenditure to gross collection during the years 2007-08 to 2011-12 along
with the relevant ‘All India average percentage’ of expenditure of collection to-
gross collection for the relevant year are mentioned below:

(X in crore)

72007-08 379.39 113 0.30
2008-09 370.29 150 0.41
2009-10° 391.45 1.94 0.50
2010-11 387.14 1.94 0.50
2011-12 42932 2.03 0.47
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{ in crore)

2007-08 233.79 5.47 234 2.58
2008-09 723930 8.00 3.34 2.93
2009-10 277.07 11.32 4.08 3.07
2010-11 -] 457.36 1338 2.93 371
2011-12 740.15 13.07 1.77 -

Source: Finance Account.

The table below prov1des details of number of units audited, value of
objections pointed out during the course of audit, cases accepted and the K
recovery made there agamst dunng the perlod from 2006 07 to 2010-11.

in crore

2006-07 22 1,325 .| 2.65 501 0.95 2 0.17
2007-08 22 1,690 3.64 384 1.52. 21 0.02
2008-09 | 22 1,406 1.94 319 0.36 18 © 0.06
2009-10 | - 23 - | 1,358 1.76 847 080 |: 72 0.07
2010-11 22 11,078 1.45 9 - | 1.20 47 - 1.07
Tdta]l 111 ‘,6,857 1144 | 2,141 4.83 160 1.39

We observed that the recovery in respect of accepted cases durmg the years
2006-07 to 2010 11 was 29 per cent. - : .

The table belowh]providest details of mumber of units audited, value of
objections pointed out during the course of audit, cases accepted and the
recovery made there agalnst during the perlod from 2006-07 to 2010 11.

C - (& in crore)

2006-07 81| 66261 | 1843 - -l - -
2007-08 81| 58275 330 | - 4,163 0.49 1 0.01
2008-09 81| - 4,209 211 . 1,523 1.42 81 0.10
2009-10 72| 1,234 1.63 422 1.05 66 0.13
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0.10 - -

51
366

1.83
27.30

270
6,378

2010-11
Total

1,30,807 3.06 148

We observed that the recovery in respect of accepted cases during the years
2006-07 to 2010-11 was only eight per cent.

2 Position of Audit Reports

During the last five years (including the current year’s report), instances of
non/short levy/realisation of PGT, non-levy of interest on delayed/non-
payment of tax, non/short realisation of permit fee/token tax/bid money etc.,
with revenue implication of ¥ 16.46 crore in 18 paragraphs (including one
performance audit). Of these, the Department/ Government had accepted audit
observations in 17 paragraphs (including one performance audit) involving
¥ 13.47 crore and recovered T 89.59 lakh. The details are shown in the
following table:

2008-09 1 0.99 1 0.99 1 4,52
2009-10 i 0.65 1 0.65 1 6.32
2010-11 1 1.46 1 1.46 1 9.61
2011-12 1 6.60 1 5.24 - -
Total g 18 5 iy 74 9.81 6 45.64
R
S oo _ Amount |  No.| Amount|  No.| Amount
2007-08 3.16 4 1.53 1 5.07
2008-09 0.63 2 0.63 2 7.78
2009-10 0.81 2 0.81 2 7.22
2010-11 0.35 1 0.35 1 6.33
2011-12 0.34 1 0.34 1 17.55
Total 11 5.29 10 3.66 7 43.95

We observed that the recovery of accepted cases in respect of PGT and Taxes
on vehicles was four and 12 per cent respectively. The slow progress of
recovery even in respect of accepted cases is indicative of failure on the part of
the heads of offices/Departments to initiate action to recover the Government
dues promptly.
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We recommend that the Government may revamp the recovery
. mechanism to ensure that at least the amoumt mvoﬂved in accepted cases
. are promptly recovered. :

The Department stated (June 2012) that an internal audit system was set up for

" control and supervision of expenditure as well as receipts. The Department .
“had one Senior Accounts officer, five Section Officers, two Assistant and one
‘Clerk. The internal audit party had conducted audit of 21 RTAs and two
registering authorities for the year 2011-12. Thus, the Senior Accounts Officer
(Audit) failed to fiurnish the details of objections raised and settled along with
planning of auditable units. The irregularity discussed in the paragraph 5.3.1

. is indicator of ineffective internal control mechanism as thé irregularity
pointed out by us was not detected by the internal audit. |

The Goifernment ‘may consider strengthening internal audit wing to
ensure timely detection and correction of errors in assessments, ﬂevy and
coliection of PGT and ’I‘axes on vehlcles revenue.

Test check of the records in the offices of Transport_; Excise and Taxation .
- Departments relating to revenue received from taxes on vehicles, taxes on
goods and passengers, and other tax receipts during the year 2011-12 revealed
- non/short recovery of tax/duty, fees and penalty etc. amounting to ¥ 9.22 crore

in 2,072 cases which broadly fall under the following categories:

‘A: Excise and Taxation Department (Taxes on Goods and Passengers)

1. Receipts from Passengers and Goods Tax 1 | 6.60
(Performance Audit) ‘ : :

2. Miscellaneous irregularities . 487 0.50
Total ' ) _ A 488 7.10.

B Transport Department (Taxes on vehlcles)

1. ‘Non/short recovery of token tax in respect of "stag'e 238 0.43
carriage buses/combine harvesters etc. ‘ o
Non—recovefy of bid mbney A : - 44 0.68

3. . | Non/short redlisation of registration fee and token tax’ 173 0.04

.| on vehicles transferred from other States '
4. -| Non/short recovery of token tax from prlvate vehicles. 741 0.28
5. Miscellaneous irregularities : 388 - 0.69
-.| Total ' : - ‘ - 1,584 2.12
| Grand total - - 2,072 9.22

- During the course of the year 2011-12, the Department accepted
underassessment and other deficiencies of ¥ 8.02 crore in 673 cases, out of
which ¥ 7.96 crore involved in 651 -cases were pointed out during the year and
rest in earlier years. The Department recovered ¥ 15.81 lakh in 57 cases during
the year 2011-12, out of which ¥ 10.36 lakh mvolved in 35 cases relate to the
year 201 1 12 and rest to earlier years. :
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e

Further at the instance of audit, the Add1t1ona1 Ch1ef Secretary, Transport
Department recovered X 7.51 lakh..

- This chapter contains Performance Audit on “Receipts from PaSsengers and
Goods Tax” -with financial impact of ¥ 6.60 crore and an illustrative case
involving ¥ 33.51 lakh as mentioned in the succeeding paragraphs.

i
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Though responsrblhty for the collection of passenger Tax in the case of
Auto rickshaws was entrusted to Regional Transport Authorities (RTAs)
of the district concerned, details relating thereto were not transferred to

- Regional Transport Authorities by the eight out of 10 Deputy Excise and

, Taxatron Comrmssroners (DETCs) offices test checked B

(Paragraph 5.2.9)

.DETCS offices were not aware of the amount of tax to be charged on six
seater maxi cabs /taxies as PPGT Act and rules- made thereunder does
not prescrrbe the same

(Paragraph 5 2. ]111.)

Lack of co-ordination between - RTAs and DETCs offices resulted in
evasion of Passenger Tax of ¥ 91.93 lakh in the case of 368 maxi-
cab/taxi.

' (Paragraph"S,Z.HZ.IL) |

Absence of co-ordination between RTAs and DETCs offices resulted in
evasion of Passenger Tax by the owners of 1,305 school buses out of
2,453 ‘school buses reglstered by the RTAs of nine dlstrlcts during
2006-11. '

(Paragraph 5 2.12. 2)

Passenger Tax amountmg to T 49.88 lakh, interest of ¥ 20.07 lakh and
penalty was not recovered in 309 cases of maxi cabs/taxies.

(Paragraph 5.2.13.1)

: ., The Department did not recover the Passenger Tax amounting to
¥ 17.08 lakh and interest of ¥ 2.71 lakh in the case of buses owned by
co-operative socretles il four d1strlcts ' ‘ : .

| ‘(Pamgmph 5.2.13. 2)

- Goods Tax in 10 DETCs ofﬁces amountmg to ¥ 3.15 crore and interest '
'0f ¥ 1.18 crore was not recovered in 2,630 cases.

(Paragraph 5 2. M)).

The Department did not recover Passenger Tax of < 34.28 lakh including |
,mterest of ¥ 13.23 lakh in 81 cases out of 560 cases assessed. o

(Paragraph 5.2.15) '
No reply was received for any of the 13 Inspection Reports issued during

" the years 2006-07 to 2010-11. by the Intemal Audit ng of the
:Department ‘

(Paragr_aph 50-2‘_,16,2)
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5.2.2 Introduction .

Passenger and Goods Tax (PGT) and Haryana Local Area Development Tax
(HLADT) form part of total revenue of the Department. Registration of motor
vehicles, assessments, levy and collection of PGT are governed under the
provisions of the Punjab Passengers and Goods Taxation Act, 1952 (PPGT
Act) and the Rules framed there under, as applicable to the State of Haryana.
All the motor vehicles carrying goods and passengers are required to be
registered with the Assistant Excise and Taxation Officer (AETO) of the
district concerned, in which the owner of the vehicle has residence or place of
business where the vehicle is normally kept. PGT is leviable on every vehicle
at such rate as State Government may by notification prescribe from time to
time under the Act and the Rules. After the close of the financial year or the
closure of the business by the assessing authority, the assessments are done
and orders issued by the AETO, on the basis of returns filed and tax paid by
the owners of the motor vehicles. We conducted the performance audit with a
view to ensure that the collection and levy of PGT is done in accordance with
the prescribed procedure efficiently, economically and enforcing the
provisions of the Act.

5.2.3 Organisational set up

At the Government level, Financial Commissioner and Principal Secretary,
Excise and Taxation Department (FCET) is responsible for the administration
of PGT in the State. At the Department level, overall charge of the Department
vests with the Excise and Taxation Commissioner (ETC) who is assisted by
Joint Excise and Taxation Commissioner (JETC). The JETC supervises all the
districts of his range. The exercise of levy and collection of PGT is undertaken
by Deputy Excise and Taxation Commissioner (DETC) who is assisted by
Excise and Taxation Officers (ETOs)/ AETOs, Taxation Inspectors and other
allied staff at district level.

5.2.4 Audit objectives
We conducted the Performance Audit with a view to ascertain whether:

¢ budget estimates (BEs) were prepared in accordance with the prescribed
procedures and were realistic;

e registration of motor vehicles was done in accordance with the
provisions of the Act and rules made there under;

e the system of levy and collection of PGT in the Department was efficient
and effective;

e prescribed procedures under the provisions of PPGT Act were complied
with;

e follow up action on prescribed returns/statements received from the field
offices were adequate; and

e an effective internal control and monitoring mechanism was in existence.
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5.2.5 Audit criteria

The Audit criteria was derived from the following sources:

e PPGT Act, 1952 and rules framed there under

e Departmental Notifications and circulars issued regarding levy and
collection of PGT

e Administrative instructions issued by the Department.

5.2.6 Scope and methodology of audit

The records relating to levy and collection of PGT in the office of ETC and 10
out of 23 offices of DETCs (PGT) in the State for the years 2006-07 to
2010-11 were test checked between June 2011 and February 2012. We
selected four' district offices on random sample selection basis by applying
formula of probability proportional to size method (without replacement) and
four” districts on the basis of risk analysis. Panipat and Jhajjar districts were
included in the scope of the performance audit on the suggestions made by
Department during entry conference in May 2011. We have also included
points of similar nature noticed during audit of the Department for the period
2006-07 to 2010-11.

5.2.7 Acknowledgement

We acknowledge the co-operation extended by the Department in providing
necessary information and records for facilitating audit. We conducted an
entry conference (May 2011) which was attended by the Financial
Commissioner-cum-Principal Secretary to Haryana Government (Excise and
Taxation Department) and other officers wherein the audit objectives,
methodology and selection of districts were explained. The suggestions of the
Department were also kept in view at the time of selection of districts and
conducting audit. An exit conference was held (October 2012) with the
Principal Secretary to Haryana Government (Excise and Taxation Department)
and other officers where the findings of the performance audit were discussed.
The replies furnished and views of the Department/Government during exit
conference and at other times have been appropriately incorporated in the
performance audit.

5.2.8 Trend of revenue receipts

The BEs and actual receipts realised by way of PGT during the years 2006-07
to 2010-11 in the State vis-a-vis the total tax/non-tax receipts during the same
period are exhibited in the succeeding table and graph:

Hisar, Jagadhari, Kurukshetra and Rewari.
o Ambala, Faridabad (East), Faridabad (West) and Gurgaon.
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(X in crore)

| 2006-07 730.00 738.41 (+)8.41. (#Ho1 | 1551852 5
200708 | = 924.00 379.39 (-) 544.61. () 59 16,714.90 2
2008-09 . 48525 | 370.29 (-) 114.96 (-) 24 14,893.73 2
2009-10 425.00 391.45 (-) 33.55 ()8 .| 1596090 2
2010-11 425.00 387.14 | (3786 (9 20,211.31 2

; Budget estnmates, actual receipts and total tax/non-tax v
receipts of the States (% in crore) 5
' . = 8-
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19800 o = o “ v
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132001 - -
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4400-
£2200- -
’ 0_ : i AT 2 4 AR i"sﬂ'
2006-07 2007-08 2008-09 2009-10 2010-11
Budget estimates [ Actual receipts [1Total tax/non-tax receipts

The jactual receipts of PGT to the total tax/non-tax receipts of the State during

the period 2006-07 to 2010-11, ranged between two to five per cent. The
Department attributed the reasons for decreasing trend in receipts of tax with

reference to BEs to reduction in rate of tax of co-operative buses, private .

school buses and passengers tax. We observed that BEs had been increased by
27 per cent for the year 2007-08 over 2006-07 and thereafter decreased for the
years 2008-09 to 2010-11. The HLADT Act was declared unconstitutional by
Hon’ble Punjab and Haryana High Court resulting in sharp decrease in

- revenue under PGT. Thus, BEs set up by the Finance Department were not
realistic. During an exit conference (October 2012), the Principal Secretary,
Excise and Taxation Department assured that realistic budget estimates would
be prepared. -

- The Department had the followmg arrear of revenue awaltmg collectlon
durlng the period 2006-2011.
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©2006-07 L4232 L -
2007-08 - 4855 15
2008-09 - Coss1s L 15
©2009-10 5899 6
201011 - - 5941 , 1

‘ TheDepartment admitted the facts for 2010-11.

As pe1 procedure prevalent in the Department levy and collection of

_passengers tax was the responsibility of DETC (PGT) of the concerned district

while road tax was levied and collected by the RTA concerned. As per
instructions issued in January 2009 responsibility for levy and collection of
passengers tax including road tax was entrusted to RTA of the district
concerned. RTA was further d1rected to dep031t the element of passengers tax
under PGT head.

Test check of records of the office of DETCs revealed that details of the
owners-of such registered auto rickshaws which had arrears of passengers tax
to be paid were not transferred in eight’ out of the 10 districts. However,
details of arrear outstanding were sent to the respective RTAs by the DETC

" Kurukshetra and Jagadhari between J; anuary 2010 and June 2011 but no action

was taken by the RTAs.
The Department in exit conference (October. 2012) accepted the VlCWpOlnt of

: aud1t and assured for remed1al act1on

Rule 21 of the PPGT Act provrdes that if the assessmg authority is satisfied
without requiring the presence of the owner or the production by him of an
evidence that the returns furnished under Rule 17(3) of the Act in respect of

“any period are correct and complete it (may at any time durlng the year and

shall at the close of the year) or after the closure of business, if it take place

~ during the year, assess the amount of tax due from the owner on the ba81s of

such returns.

' We noticed durlng the scrutiny of the -records of the ‘offices of DETCs,

Kurukshetra and Faridabad (East) during the year 2007-08 to 2010-11 and

'DETC Gurgaon for the year 2008-09 and 2010-11 that not even a single case
‘was assessed by the. assessing authonty No. reasons were recorded for non-

assessment of the cases. We observed that no system exists as to the number

3 Ambala, Faridabad (East), Faridabad (West), Gurgaon Hlsar Jhajjar, Pampat and

Rewar1
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of cases to be assessed by the .assessing authority. No taroet in this regard was
fixed by the ETC. Loss, if any, to the State exchequer due to non-assessment
of the cases could not be quantified in audit. '

The Department during exit conference (October 2012) admltted the absence
of any assessments and assured of action. They also stated that assessment
. had been made in the year 2011-12 in the districts.

- We suggest that the Department may set up a system where the number
“of cases required to be assessed are determined every year scientifically.

PGT Rules prescribe the rates of Passenger Tax to be charged from owners of
five seater taxies and seven to 12 seater maxi cabs. However, there is no
provision in the Act to charge the tax on six seater maxi cab/taxi.

- We noticed that passengers tax on six seater maxi cab/taxi was belng charged
. at the rate of ¥ 100 per month per seat i.e. T 1,800 per quarter in eight* district

“offices. DETC, Gurgaon charged tax on six seater taxi at the rate of ¥ 1,800
per quarter and ¥ 2,100 per quarter while DETC, Hisar charged at the rate of
¥2,700 per quarter. The Department had not issued any instructions for
levymg Passengers Tax on this category of vehicles.

The Department admltted the facts during exit conference. -

Section 9 of the PPGT Act requires that the owner of a motor vehicle should
register his vehicle with the assessing authority of the district concerned
within fifteen days of the date of purchase of motor vehicle or the date of
incurring the liability to pay the tax under the Act, whichever is earlier. In
case of default, interest and penalty are leviable under the Act.

5.2.12.1 The PAC of Haryana Viidhan Sabha in its 67™ Report on the Report of

the Comptroller and Auditor General of India for the year 31 March 2006

(Revenue) had directed that all out efforts be made to recover the balance
- amount and the Committee informed accordingly.

Despite these recormmendations, we noticed during test check of records of
registration maintained in nine DETCs, 368 vehicles escaped from paying
‘passenger tax but were registered with RTA The evasion of passenger tax
amounted to 3 91.93 lakh.

5.2.12.2 We further noticed that in seven’ districts, out of 2,453 school buses
only 1,148 buses were registered. 1,305 buses were neither registered nor -
brought into account in the books of DETC offices from April 2006 to March
2011. Loss on this account to the State exchequer could not be ascertained as .
no survey was conducted to ascertain the amount of bus charges collected
from the students. Matter was also not taken up with the conc_erned RTAs by

4 ‘v Ambala, Faridabad (East), Farldabad (West), Jagadharl Jhajjar, Kurukshetra, Panipat
and Rewari. -

5 Ambala, Gurgaon Hisar, Jagadhari, Kurukshetra Pampat and Rewar1
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the DETCs. Four DETCS stated that matter would be taken up with the
RTAs.. Further progress report and reply from remaining three DETCS ‘were
awaited (October 2012). o ‘ : <,

During the exit conference held in October 2012, the Principal Secretary,

- Excise and Taxation Department stated that vehlcle owner can get his. vehicle
* registered anywhere in the State. The reply is not tenable as vehicle owner has -

to apply for registration under the PPGT Act to the assessmg authority of the

: dlstrlct concerned.

We are of the oprnlon that absence of co=0rdmatron hetween DETCS and

- RTAs office resuﬂted in evasron of tax.

* Under Section 9 of the PPGT Act and rules framed. thereunder, ,passengers tax

on five seater taxi car is leviable at the rate of ¥ 3,000 per annum and on seven

to 12 seater maxi cab at the rate of ¥ 100 per seat per month. Tax is payable in
- equal quarterly instalments within 30 days. of the commencement of the

quarter to which payment relates. In case of default penalty and mterest are

leviable.

During test check of the records of 107 ‘offices of DETC (PGT), we notlced
that passengers tax in respect of 309 maxi seaters and taxi car had not been
paid by the taxi owners. No demand notices had been issued. This resulted in
non/short realisation of tax of < 69.95 lakh was mcludlng interest of

- ¥20.07 lakh.

“The Department in ex1t conference (October 2012) agreed to the audlt
» observat1on :

" Under the scheme of privatisation of passenger road transport, the permit

holder of the buses plying on link routes of the State are required to pay lump

‘sum passengers tax, based on the seating capacity of the bus monthly at the

rate of ¥ 12,000 for 52/54 seater and T 6,000 for 30 seater bus and in case their -
routes extended upto 24 kilometers at the rate of ¥ 16,000 for 52/54 seater and
10,000 for 30 seater bus with effect from: March 2007. In case of default,
penalty and interest are leviable under the Act..

Test check of the records of four offices® of DETC (PGT) for the period
© 2009-10 to 2010-11 revealed that in 11 cases, the owners of the co-operative

societies buses did not deposit the monthly passenger tax either in full or in

-part during the years 2009-10 and 2010-11. There was. nothing on record to

show that the Department had raised the demand to realise tax from the

‘defaulting societies. This resulted in non/short realisation of tax of

? 19.79 lakh (1nclud1ng 1nterest of ?’ 2.71 lakh)

Ambala .Tagadharr Kurukshetra and Pampat '
7 Ambala,- Faridabad (West), Faridabad (East), Gurgaon Hisar, Jagadhan IhaJJar
- Kurukshetra, Panipat and Rewari.
' Ambala, Hisar, Panipat and Rewari.
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During the exit conference (October 2012) the Department agreed to the audit
observatlon

Sectlon 9 (2E) of the PPGT (Haryana Amendment) Rules 2004 as inserted
‘with- effect from 24 February 2004, provides that the holders of permit for
. plying buses on the roads within the municipal corporation limit in Gurgaon
and Faridabad districts are required to pay passengers tax at the rates

prescrrbed for ordinary half body and ordinary full body buses at ¥ 4,200 and -

37,000 per month respectively. Ordinary full body buses having compressed
natural gas as fuel are levied passenger tax at the rate of Z 8,000 per month.

-Test check of the records of offices of DETC (PGT), Faridabad (East) and

Gurgaon revealed that 23 private bus operators who were granted permits for

- plying buses in city areas did not deposit the monthly passengers tax for

different period between April 2010 and March 2011. The Department did not

take action to realise the tax from the defaulting bus owners. -No demand

notices were issued by the Department. This resulted in non/short realisation
of tax 0f ¥ 11.18 lakh including interest of X 1.19 lakh.

‘The Department in the exit cbnference agreed to the audit observation. -

Goods tax is leviable in lump sum on public or private carriers used at the
prescribed rates on the basis of registered load as per Motor Vehicles Act,
1988. In terms of Section 22 of the PPGT Act, 1952 read with Rule 9 of the

PPGT Rules, 1952, the rates are ¥ 4,000 per annum (not exceeding 16.2 tons),

% 5,600 per annum (exceeding 16.2 tons but not exceedmg 25 tons) and
¥ 12,000 per annum (exceeding 25 tons) :

 Test check of the records of 10 DETC offices revealed that | in a sample size of
10,321 cases obtained by random sampling method, goods tax of ¥ 4.33 crore
including interest of ¥ 1.18 crore were not received in 2,630 cases. However,

" no demand notices were issued and the assessing authority falled to review
demand and collection registers (DCRs). - :

The Department in ex1t conference (October 2012) agreed to audit observation
and assured that recoveries would be made.

PPGT Act envisages that if the assessing authority is satisfied without
requiring the presence of the owner or the production by him of evidence that
the return furnished under rule in respect of any period are correct and
complete, it may at any time during the year and shall at the close of the year
or after the closure of business if it takes place during the year, assess the

amount of tax due from the owner on the basis of such returns. Further, if at

the close of the year or at ‘any time. during the year, the assessing authority
without requiring the presence of an owner of the production of evidence by
him is not satisfied with the returns furnished or the tax paid in respect of any
period, by him, it shall serve on such owner, a notice requiring him on date
and at place be furnished therein, either to attend in person or cause to be
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produced any ev1dence on which such owner may reply in support of such
returmns. ‘ :

We noticed in offices of DETCs Ambala Gurgaon and ]Rewarl that Passenger
Tax worth T 21.05 lakh besides interest of ¥ 13.23 lakh was not recovered in -
81 cases out of 560 cases assessed. No demand notices were 1ssued by the
Department. : : :

The Departrnent Concurred’and assured recOvery would be made.

To have an effective internal control, the Department prescrlbed elght
statements/returns to be furnished by the DETCs (PGT) to ETC every month.

Scrutmy of records in the office of the ETC, Haryana revealed that ETC office

prescribed returns for submission. by district offices. Returns were not -
compiled to review the performance during 2009-10 and 2010-11. No action
~was taken on the returns received during 2006-09 by ETC office. No separate
meetings were held to review the performance. The Department stated in
July 2011 that in general meetings, these points were discussed. However,
minutes of meetings and dates of meetings were not made available to audit.
Thus, internal checks and monitoring at Directorate level were inadequate.

"During Exit Conference, the Principal Secretary, Exc1se and Taxation
Department adrmtted the facts. -

Internal audit is a tool in the hands of management to assure itself that the
prescribed systems.are functioning well. The Department stated in May 2011
- that they had 10 Accounts Officers and Section Officers (against 15
sanctioned posts) at headquarters besides Section Officers in the district level
offices who conducted internal audit in respect of the levy and collection of . .
PGT. . ' '

For ’cheeking» receipts of PGT, the Department has not codified the internal
audit procedures, etc. - The internal audit wing issued 13 Inspections Reports -
contalmng 63 paras and settled only seven paras during 2008 09 to 2010-11.

The Department stated ‘that in each dlstrlct SOs were regularly conductmg ‘
audit under PGT Act. However, we noticed SOs posted at the district merely
pomted out the arithmetical errors in receipts.

During the Exit Conference, the Principal- Secretary, Excise and Taxation
- Department admitted the facts.and Excise and Taxation Commissioner assured
that training will. be imparted to Section Officers in due course for their
capa01ty building to enable them to discharge their duties in an effective
manner. : :
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PGT constituted between two and five per cent of the tax revenue. of the
Government during the period under Performance Audit. We noticed that:

2]

2]

‘the Department had not fixed target for assessment of cases;

the Department had not reviewed DCRs and did not issue any demand

notices wherever requlred
)

there was lack of co-ordination between RTAs and DETCS ofﬁces ‘

which resulted into evasion of tax; _

the Internal Control Mechamsm and internal audit were ‘weak; and

the Department did not follow the provision of the Aet/Rules and'

instructions 1ssued by the Government

Government may con81der the following suggestlons for 1mplementat10ns -

@

-]

'BEs should be made realistic;

‘Demand and collection registers should be reviewed periodically and .

, 'demand notices should be issued wherever required;

‘Rate of tax to be charged on six seater maxi cab /tax1 should be
- determined and added under PPGT Act/rules;

- Steps should be taken to effectlvely co- ordlnate w1th RTAs to prevent

-evasion of tax; and

‘Internal control mechanism and internal audit should be strengthened -
‘r and made more effective.
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The Punjab Motor . Vehicles Act, 1924 (PM VT Act)/Haryana Motor Vekzcle
Rules, 1993 provzdes for -

. (i) payment of motor vehzcles tax/token - tax/permit fee by the owners of »

" vehicles at the prescribed rate; and

(i) token tax to be paza’ in advance and within the prescrzbea’ period.

We noticed that the Ti ran.s'port Department did not observe the provzszons of
the Acts/Rules in the cases for levy and collection of token tax and permit fee
as mentioned in the paragraph 5.3.1. This resulted in non/short realisation of
bid money of X -33.51 lakh. o '

_Under-the provisions of the Motor Vehicles Act, 1988 and Rules framed there
“under, “Private Bus-Service Scheme in Haryana-Year. 20017 was introduced
- for the grant of stage carriage permits to the existing transport co-operative
.societies under the 1993 scheme, general public and to the new co-operatives -
of unemployed youths on certain routes. The permits and rights of operation -
- were to be given to the operators on lease for a period of five years by inviting
'bids and the route was to be allotted to the highest bidder. The bid money was
required to be deposited before 10" of éach month. In case of non-payment of
~ bid money, the authority could initiate action for suspensmn/ cancellation of
permit and imposition of penalty. :

" During test check of the records relating to Demand and Collectlon Register
(DCR) of five’ Regional Transport Authorities (RTAs) between May 2010 and
September 2011 for the years 2009-10 and 2010-11, we noticed that 20
transport co-operative societies “which were granted permits between
November 2001 and January 2002 for a period of five years were renewed as
per conditions laid down under this scheme. These co-operative societies were
requiréd to deposit bid money in equal monthly instalments. The bid money
was neither deposited regularly nor demanded by the Department. No action
was taken either to suspend/cancel the permit or to levy penalty. This resulted
in non/short realisation of bid money of ¥ 33 51 lakh for the perlod between
April 2009 and March 201 1. :

- After we pomted out these cases between May 2010 and September 2011, all
the five RTAs stated in September 2012 that a sum of ¥ 17.55 lakh had been
recovered in 12 cases between June 2011 and August 2012 and efforts would -

~ be made to recover the balance amount of ¥ 15.96 lakh. '

The matter was reported to the Government between June 2010 and
June 2012. The Government accepted the audit observatlon durmg the exit
conference held in September 2012. :

9 . Ambala, Bhiwani, Faridabad, Hisar and .find.
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Slrmlar cases were also noticed during the years 2006-07 to 2007- 08 in five .
districts involving recovery of ¥ 50.17.lakh, of which ? 5.33 lakh had been
- recovered till date.
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Test check of the records in departmental offices relatlng to Excxse and
Taxation Department (Entertainment duty), Power (Taxes and duties on
electricity), Mines and Geology, Industries and Land Revenue conducted in
audit during the year 2011-12 revealed under assessments of tax and loss of
revenue amounting to ¥ 3.81 crore in 4,433 cases Wthh broadly fall under the
' followmg categories:

® in crore)

A: Excise and Taxation Department (Entertainment dunffy)

1. | Non-recovery of entertainment duty - 21 [ 0.4
B: Power Department (Taxes and duties on electncnty) . . '
1. | Miscellaneous irregularities” ~ = - ) I 4,171 . | 0.09
I C: Mines and Geology and Industries ' _ _
' 1. Non-recovery of interest on late dep051t of contlact 12 321
money R .
2. Non—recovel"y of royalty and interest o 137 - 0.44
Total ‘ _ 149 3.65
' D: Land Revenue - e o
1. Miscellaneous irregularities - : o - 92 0.03 .
: Grand total . _ 4,433 3.81

‘During the course of the year 2011-12, the department accepted under
assessment and other deficiencies of ¥ 4.14 crore involved in 4,290 cases, out
of which ¥ 3.66 crore involved in 4271 cases were pointed out during 2011-12
and the rest in earlier years. The department recovered ¥ 53.52lakh in
42 cases during the year 2011-12, out of which ¥ 5.65 lakh involved in
23 cases relate to the year 2011 12 and the rest in- -earlier years.

An 111ustrat1ve case mvolvmg T 3. 84 crore - is mentloned in the followmo _
paragraph
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The Mznes and Mmerals (Development and Regulatlon) Act and Punjab Minor
Mineral Concession Rules provide Sfor:- :

(i) levy of royalty on mineral removed from leasehold land area and levy of ‘,
- interest on belated payment of royalty, '

(ii) realisation of contract money, and |

(iii) levy of interest at prescrlbed rate.

" We notzced that ‘the Department dzd not observe the above mentioned
provisions in the case mentioned in paragraph 6.2. ] which resulted in.
non/short realzsatzon of bid money of X 3.84 crore. . :

" As per PunJab Mmor Mineral Concession Rules, 1964 as apphcable to the
State of Haryana, a mining contract for quarrying is granted by auction or by
‘accepting tender of highest bidder. The bidder is required to deposit
25 per cent of bid as security plus one twelfth of the annual bid where contract
‘value exceeds ¥ five lakh, as advance payment immediately on the allotment
of the contract. The annual contract money is payable in equated advance
monthly installments on 1% day of each calendar month every year. In the
event of default in payment, the competent authority may, by giving a notice,

terminate the contract and forfeit the amount of security. Further, interest at.
rate of 24 per cent per annum is also recoverable for the per1od of default in
payment of installment of contract money till such amount is paid.

]Durmg- test check of the records of office of the Mining Officer, (MO),
Bhiwani, we noticed in December 2010 that minor mineral quarrying permits
were granted to four contractors for the years 2007-08 to 2009-10 on the basis
‘of highest annual bid amount of I 4.03 crore. Though the contractor had
deposited due amount of bid for the years 2007-08 and 2008-09 but.paid
¥ 99.62 lakh against the annual bid amount of ¥ 4.03 crore due for the year
2009-10. The Department had not issued any demand notice or taken any
other action against the defaulting contractors to recover the outstanding
amount. The Department failed to take timely action to recover the balance bid-
money of ¥ 3.04 crore from the contractors. This resulted in short-realisation
of bid money amounting to ¥ 3.84 crore (including interest of < 80.10 lakh).

84




Chapter-W Other Tax and Non-Tax Recelpts N

We reported ‘the matter to the Government in June 2012 Durmg exit -
- conference held in December 2012 the Department admitted the para and
stated that recovery certificates had been issued in respect of three contractors
including recovery of ¥°3.00 lakh and efforts would be made to recover the
~ balance amount of ¥ 3.81 crore. :

Chapdlgarh ' a0 - (ONKAR NATH) -
The ql z 'FF ,j i “1 Pn‘mcnpal Accountant General (Audit) Haryana

- Countersigned

New Delhi o | (WN@D RAD
The ;‘ 15« ‘(‘f“t‘f@ 7615 C@mptmller and Audlntor Gemem]l of India
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, Annexure-I
' (Rer"er Paragraph No. 1.8.5) : -
Position - of paragraphs which appeared in- the Audit Reports and those pendlng
discussion/replies not received as on 30 September 2012,

Taxes - on Paras appea.red
“Sales, Trade in -the AR/

et pending 8 9 | 13 12 | 12 54
, . | discussion in the : - o o
PAC
Paras replies not o S . ' . V
received 0 0 - 0 o0 12 12,

Taxes. on | Paras appeared |

Motor | in ‘the o : | |
Vehicles AR/pending 1 - 8 -2 : 2. 3 16
* | discussion in the - . .
PAC .

Paras replies not | ~ . S ' > '
received : 0 . 3 ' 0 0 _ 3 6

Starnp duty Paras appeared
and . in the | + .
Reglstratlon AR/pending =~ | 3 ' 5
fee - . discussion in the | : '
PAC

20

w
—_ :
[

Paras replies not-| - o B -
received ' 0 S 3 1 - 6 . 17

State Excise | Paras appeared
' in the ' S . :

AR/pending 2 2 4 | 2 1 - 1T
discussion in the : : ‘ ' ’
PAC :

Paras replies not | - , : B :
received , o |0 o0 0 . 1 1

Others .| Paras  appeared ;
in the | - L X _
AR/pending - | 2 7 : 4 .4 1 1 1 18
discussion in the ' . ' ' ¥
PAC

Paras replies not ' ‘ o B
received 1 o1 0 1 : 1 4

Total Paras appeared
' tim © the| : ' : ' .

.| AR/pending |- 16 - 31 28 © 21 23 | 119
discussion in the : S :
PAC

ATNs to Paras : ' ) .
included im AR 1 9 5 2 .23 .40
not received ' : : ’ o
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Annexure-II
(Refer Paragraph No. 1.8. 5)
Detalls of outstanding recommendations of Public Accounts Comm1ttee on
which the Government is yet to take final decision. :

1. .19 1 1977-78

2 22 5 1978-79
3. 23 5 ©1979-80
4. 25 4. 1980-81
5. 26 3 1981-82
6. 28 2 1982-83

7. 29 8 1983-84
8. 32 5 1984-85
9. 34 12 1985-86

10. 36 T , . 1986-87

11. 38 | 13 - . 1987-88

12 40 25 1988-89
13. 42 31 . 1989-90, 1990-91, 1991-92
14. 44 41 1990-91, 1991-92, 1992-93

15 46 ' 9 . 1993-94

16. 48 10 1993-94, 1994-95
17. 50 . 41 1993-94, 1994-95, 1995-96
18. 52 - 31 Lo 199697
19. 54 , 43 1997-98

20. 58 64 . 1999-2000

21. 60 38 | ' 2000-01

2. | 62 46 _ - 2001-02

23. 63 - 54 . 2002-03

24, 64 , 57 2003-04

25. 65 sl N 2004-05

- 26. .67 - ‘ 52 Co _ 2005-06
‘ Total 658 '




_ Appendices

Ahnexure—lﬂ- ‘
(Refer Paragraph No. 1.9.1)

Det.ails of outstanding Inspectibn Reports as on 30 June 2012

pto 2001-02. 74 115 . 31.43
©2002-03 16 40. 236
12003-04 18 43 3.81
©2004-05 23 82 4.26
2005-06 22 117 215.94
Total 153 397 ' 257.80
2006-07 - 26 . 142 129.69°
- 2007-08. .- 31 217 155.19
© 2008-09 31 206 133.04
2009-10 32 293 263.70
2010-11 1 16 1.01
Grand Total 274 1,271 740.43
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Annexure-1V

(Refer Paragraph No. 1.9.2.2)

Details of reviews and recommendations included in the Audit Reports for the years

2002-03 to 2010-11.

~ Details of recommendations mi:‘dg-;

Pendency of
appeals at
various  levels
and its impact on
revenue
collection

To improve the effectiveness of the system; the
Government may consider:
» The norms for disposal of appeal cases were not
achieved. Remedial measures are required to clear the
accumulated arrears;

» The monitoring of receipts and disposal of appeals and
remand cases at apex level needed to be strengthened
so that procedure/system prescribed under the rules is
strictly adhered to;

» The State Government should prescribe time limit for
communication of orders passed by the appellate
authority to enable timely finalization by Assessing
Authorities ; and

» The State Government should develop a strong
internal control system to ensure compliance with
instructions issued by the Government/Department.

2003-04

Delay in
assessments and
their impact on
revenue and
collection of
sales tax
demands

To improve the effectiveness of the system the State
Government may consider:

» Inserting the provisions in the Act/Rules for time
bound assessment of cases;

» Prescribing time limit for communication of
orders passed by the AAs and demand notices to
enable timely realization of Government dues;
and

» Developing a strong internal control system to
ensure compliance with instructions issued by
the Government/Department

2004-05

Delay in disposal
of remand and
revision cases

For speedy settlement of cases and to improve the
effectiveness of the system, the State Government may
consider:

» Maintaining the records like appeal register of
remand cases essential for monitoring the
remand cases at Joint Excise and Taxation
Commissioner (Appeals) {JETC (Appeals),
DETC, AA —wise as per the provision of the
Act.

» Prescribing time limit for finalization of remand
cases as well as for communication of orders
passed by the appellate authority to the AA.

2005-06

Evasion in sales
tax

With a view to curb the incidence of evasion, the State
Government may consider;

~

» Ensuring adequate and regular survey every year
to bring unregistered dealers into tax net,

» Ensuring cross verification of transactions
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T

Year of Audit Report

- Name of the
_ Review

2 "l'j):,'gtails of recommendations made

against declaration forms with other circles/
States before finalising assessment;

Ensuring  before  allowing  exemptions/
concessional rate of tax the transactions are
supported by prescribed statutory declaration
forms properly filled in and with evidence; and

Developing internal control system to monitor
proper functioning of the field office of
department to plug leakage of revenue.

2006-07

Levy and
collection of
sales tax

For proper and effective assessments and collection of
sales tax, the State Government may consider:

»

>

Fixing norms for monthly disposal of sales tax
assessment cases as HGST Act has been
repealed since April 2003;and

Brining about amendments in the Act/Rules to
fix time limit for initiation of recovery
proceedings.

2007-08

Exemptions and
concessions
under Sales
Tax/VAT Act

The State Government may consider:

>

Inserting similar provisions regarding tax
deposited in the declaration form VAT C-4 as
contained in declaration form ST-14 and
authentication/issuance of these forms by the
department to ensure genuineness and
correctness of tax deposited by the selling
dealers while allowing input tax credit (ITC)

Ensuring cross verification of transactions
against declaration forms with other circles/
State before finalising the assessments and also
prescribing reporting to the superior authorities
of the results of such cross verifications;

Prescribing submission of list of sales along with
evidence/ proof of sales of PVC pipes and
related goods for claiming exemption/tax free
sales; and

Setting up an internal audit wing in the Sales
Tax Department to ensure timely detection and
correction of errors in assessment, levy and
collection of sales tax revenue and refund cases.

2008-09

Recovery of
sales tax/VAT in
arrears

For proper and effective collection of arrears of sales
tax/VAT, the State Government may consider:

»

Strengthening internal audit wing to ensure
timely detection and correction of arrears in
assessment, levy and collection of sales tax/VAT
revenue;

Evolving a suitable mechanism for the collection
of dues by closely monitoring their initiation and
completion of recovery proceedings;

Prescribing a time limit for (i) initiating recovery
proceedings for attachment and disposal of
attached property (ii) the issue of revenue
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recovery certificate and
limit should be closely monitored to avoid
pendency of revenue collection;

» Evolving a suitable mechanism to ensure proper
co-ordination between the departmental officers
with in the State to facilitate early realization of
the arrears locked up under revenue recovery
proceeding; and

» Fixing target for the collection of arrears and
closely monitoring the performance of both the
AAs and the Collectors against such target.

2010-11

Exemption /
deferment and
concessions of
sales Tax to
Industrial Unit

In order to plug loopholes and enforce control over
working of Excise and Taxation Department and
Industries Department for proper evaluation and
implementation of the scheme, Government may
consider:-

» Maintaining a centralized database of incentives
sanctioned and availed to help the State
Government in formulating a new tax
concession scheme in future;

» Putting a system in place for effective co-
ordination between the implementing agencies
and the Excise and Taxation Department for
monitoring recoveries due and for taking prompt
action on units closing business;

» Setting up a system to watch the proper
fanctioning of units availing benefits of tax
concession; and

» Instituting an effective system in he
implementing agencies for initiating action for
prompt recovery of the taxes and other dues.

Cross
Verification of
declaration
forms used in
Inter State Trade

It is recommended that the Government may consider the
following steps:

» Putting in place an effective internal control
mechanism to avoid extension of irregular
exemption on account of deficient/incomplete
forms at the time of completion of assessment;

» Instituting system for cross verification of
transactions relating to branch transfers within
the stipulated time frame;

» There should be time limit for utilization of
declaration forms;

» Proper checks should be prescribed and
exercised to call for utilization certificates of
declaration forms from the dealers while
submitting their tax returns; and

» To devise a system for uploading of details of
declaration forms used on TINXSYS for
verification of sale/ purchase transactions.
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e “Appendices

- 0030- Stamp duty -
| and Registration fee

59 |

0041-Taxeson

- vehicles .

21

. 1‘0042-Pa‘ssehger",s’ér‘1d i
-Goods tax T

23

23

10853‘Minesand |

minerals -

12

° 040-Sales Tax -

33

28

33

;40 )

0043-Electricity
gy

10 045-Er_1tértainﬁierit‘ .

.23

23

0029- Land Revenue

119

119

29

| 0039-Pharmacy. - |

Tar

191

280

\-Total - -
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SRS L S

ATNs

AETO
BEs .
BIFR
CL
CST Act-

'DETC

DHBVNL

" DCR

DCs
ETC
ETOs B
FCET

GOI

- GDP
GTO

HVAT Act
HGST Act
HVPNL
HPGCL
HLL Rules
HLADT

ITC

IOCL

IS Act

IR Act
IGR
IMFL

- JSR

MV Act

- MO

bAction Taken Notes -
, Assessmc Authorltles ,
- . Assistant Excise and Taxatlon Ofﬁcer
~ Budget Estimates
- Board of Industrial and F inancial Reconstructlon

| “Country L1quo1 '

Centla] Sales Tax Act 1956 -

Deputy Excise and Taxation Commissioner

~ Dakshin Haryana Bijli Vitran Nigam Llrmted

Daily Collection Register

' DeputyvCommlssmners

Excise and Taxation Commissioner

Excise and Taxation Ofﬁcers :

Financial Comm1ss1oner and Pnnmpal Secretary, Excise and

‘Taxation Department
Government of India

' Grbss Domestic Product

Gross Tumove1

. Haryana Value Added Tax Act, 2003

Haryana Genéral Sales Tax Act, 1973

" Har yana V1dyut Prasaran Nlcam lelted

~ Haryana Power Generation Corporation: lelted

Haryana Liquor»License Rules, 1970

" Haryana Local Area Development Tax
' Input Tax Credit

Indian Oil Corporation Limited
Indian Stamp Act, 1899

“Indian Registi'ation Act, 1908
- Inspector General of Registration |
E ‘Indian Made Foreign Liquor
" Joint Sub Registrar
. Motor Vehicles Act, 1988

Mining Officer
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PAC
PAG
PSET
PGT
PPGT Act

PMVT Act

RF

- RLA.

RTA
SD

SR

SO ;.
CTIN
TINXSYS
UHBVNL
UHT
VAT
WCT

Public Accounts Committee

Principal Accountant General (Audlt)

Principal Secretary, Excise and Taxation Depaftment
Passengers and Goods Tax

Punjab Paéssen%rs and Goods Taxation Act, 1952
Punjab Motor Vehicles Taxation Act, 1924 '

' Re01strat10n Fees

Registering and Licensing Auth_ority

* Regional Transport Authority

Stamp Duty
Sub Registrar

Section Officer

. Taxpaycrs Identification Number

Tax Information Exchange System "
Uttar Haryana Bijli Vitran Nigam Limited
Ultra High Temperature

- Value Added Tax
- Works Contract Tax
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