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PREFATORY REMARKS

This Report for the year ended 31st March 1993 has been

prepared for submission to bhe Governor under Article 151 (2) of

the Constitution.

The audit. of revenue receipts of the State Government. is

conducted under Section 16 of the Comptroller and Auditor

General 's (Duties, Powers and Conditions of Service) Act, 1971.

This Report presents the resuits of audit of receipts comprising

sales tax, taxes on motor vehiCles and passengers, land revenue,

state excise and other tax receipts, forests and 0ther non tax

receipts of the State.

The cases mentioned in this Report are among those which

Came to notice in the course of test audit of records during the

year 1992-93 as well aS those naticed in earl ier years but could

not be covered in previous years' Reports.



OVERVIEW

This Report. contains 49 paragraphs includ ing one review
relating to non-levy, short levy of tax, penalty, interest etc.

involving Rs.7.46. Crores. Some of the major findings are mentioned
below

i. Genera1

(i) The total revenue raised by the Government of 0rissa

durin9 the year 1992-93 was Rs.1150.05 crores comprisin9 tax
revenue Of Rs.761.90 crores and non-tax revenue of Rs.388. 15

crores. While the tax consisted. mainly ofTeenue Sales Tax

(Rs.452.00 Crores, non-tax revenue Was mainly from Mines and

Minerals (Rs. 115.93 crores) and Forest (Rs. 104.00 crores)

Paragraph 1 1 and 1.2)

(ii) Test check of the records of Sales Tax Motor

Vehicles,. State Excise, Forest and ather departmental offices

conduCted during the year 1992-93 revealed under assessment/short
evy/ 1oss of revenue, amounting to Rs.38.93 crores in' 66,982 cases.

During the course of the year 1992-93 the concermed dep artments
accepted under assessment e tc. of Rs.4.9 crores involved in 4078

cases of which Rs.i.10 crores involved in 139 cases were pointed

out in 1992-93 and rest in earlier years5.

Paragraph 1 .8)

2. Sales Tax

A Revi ew' on Registration of dealers revealed the

folloWing

a) Inadequate survey and absence of a regular system of

Survey resulted in poor detection of cases of de alers liable for

Tegistration under the Act.

(Paragraph 2.2.6)
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b 6 to 82 per cent of applications for registrationwere dispOsed off after delay rang ing from more than one month to72 months

Paragraph 2.2.7)

c There exists nomachinery to verify bonafides of adealer and correçtness ofF the p articulars iven by h M in hisapplication before isSue of registrat ion certificate.
(Paragraph 2,2,8)

d Thhe amount of security money realised from dealers
Was not. reviSed to match the incre ase in their 9ross turnover.
This resulted in loss af revenue of Rs.i.07 lakhs in case of 16
dealers whose securities had to be forfeited towards thei arrears
of tax.

Paragraph 2.2.9)

e) Misutilisation of statutory forms after cancellation
of registration certificate resul ted in loss of Rs.1.13 lakhs.

CParagraph 2.2.10

ii irregular exemption to small scale industries on
Purchase/sales resulted short levy of tax amounting to
RS.27.11 lakhs in 5 cases.

(Paragraph 2.3)

iii Irregular allowance of inadmiSSible deductions,
respect ofsale turnover of fin1shed iron 900ds on the ground that
raw-materi als had alreadY Suffered ax resul ted in short 1evy of
tax amounting. to,Rs. 10.59 1akhs in cases.

(Paragraph 2.4



3. Taxes on Motor Vehicles and Passengers

:i)Composi te tax in respect of 1508 vehicles ply ing
under National. Permit' Scheme amounting to Rs.7.43 lakhs was not
realised or short realised.

(Paragraph 3.2)

ii Tax and additional tax. in respect of 1079 vehicles

amounting to Rs. 46. 78 '1akhs was not realised or short real ised.

Paragraph 3. 7).

iii) In respect, of 64 motor vehicles,
.

which viol ated
off-road declarations, tax amounting to Rs.6.25 lakhs5 notwas

realised nor was any penalty though lev iable upto Rs. 12.50 lakhs
.
i mposed.

(Paragraph 3. 9)

iv)Penal ty of belated payment of tax in respect of 191

motor vehicles amounting to Rs.20. 36 lakhs waE not levied for

1991-92.

(Paragraph 3. 16)

4. LAND REVENUE

i)Premium, ground rent, cess and interest amounting to

Rs.349. 11

Electricity Board (Rs. 43.15 lakhs) and others (Rs.305.96 Lakhs).

lakhs not recovered. from the Orissa StateWET

(Paragraph 4.3)

11 Non roQvery of Premi um, 8Ound rent and cess in

respect of Government land made to a private party in theOv er

year 1980-81 resulted in blockage of revenue amounting to Rs.20.86
lakhs from March 1988 to July 1990 and Rs.44.09 lakhs thereaf ter.

(Paragraph 4.7)
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5. STATE. EXCISE
to Rs.9.86 lakhs1)Loss of excise amountingrevenue

the stock of mol asses.
Occurred due toirregular .deduction from

(Paragraph 5.4)

iiExcise duty on beer amounting to Rs. 9. 31 lakhs was

short 1evied due to al 1 owance of inadmiss ible wastage.

(Paragraph 5.7)

6. FOREST RECE IPTS

i)Government incurred a loss of Rs.89.78 lakhs on sale
of sal seeds for the year 1991.

: Paragraph 6.2)

ii Royalty amounting to Rs.4.89 lakhs shortwas
realised duee to adoption of unit value' instead of actual
volume' for calculation.

Paragraph' 6.3)

iii) Interest amounting to Rs.11.01 lakhs on belated
payment of consideration money/ royalty was not levied.

Paragraph 6.5)



CHAPTER I

GENERAL

1.1 Trend of Revenue Receipts

The tax and non-tax revenue raised by Government of

Orissa during the year 1992-93, the State 's share of divisible

Union taxess and grants-in-aid received from the Government of

India during the year d the correspondin9 figures for the

preceding two years are 91ven below and also exhibited in Chart I.

1990-91 1991-92 1992-933

Revenue
raised
by State (Rupees in crores)

Government

(a) Tax 668.80 673.655 761.90
Revenue

(b Non-tax 201.12 259.90 388.15
Revenue

Total- 869.92 933.45 1150.05s

II. Receipts from
Government of
India

(a) State 's 694.09 B30.53 994.88
share of
divisible
union taxes5

b) Grants-in- 606.93 683.33 768.23
aid
Total 1301.02 1513.86 1763.11
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III. Total 2170.94 2447.31 2913.16Receipts
of the
State
Government
(I II)

IV. Percentage
of I to III 38 14 39.47

40.07

(i
The details of the t ax re venue raised during the ye ar1992-93 alongwith figures for the Preceding two ye ars,

the

are9iven below and also exhibited in chart-Il
He ads of 1990-91 1991-92 1992-93 Percentage
Revenue

of increa-
se (+) or
decre ase(-
in 1992-93
over
1991-92

(Rupees in crores)
1.Sales TaxK

354.58 394.16 452.00 +)14.672.Taxes and 98.76 99.46 97.34 (- 2.O3
duties on
Electricity

3.Land 81.90 24.77 27.16 ( 9.65
Revenue

4.Taxes on 52.29 59.75 77.13 (+29.08vehicles

S.Taxes on 00.08 00.02. 00.0190ods and
passengers5

45.64 55.07
6.State

Excise 62.77 +13.98



Ghert I

Trend of Revenue Receipts
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Growth of Tax Revenue
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Heads of
Revenue

1990-991 1991-92 1992-93 Percentage
of intrea-
se (f) or
decrease (-)

in 1992-93
over

1991-92

30.947. Stamp
duty

35.43 40.64 (+14. 70
and
Regist
ration
fees

8.0ther 4.61 4.99 4.85
taxes
and duties
On commo
dities and
services.

Total- 668.80o 673.65 761.9O (+)13.10

There were significant variations in receipts under the

following heads

Under "Sales Tax" the department attributed thea.

1ncrease (i4.67 per cent) to inerease in collection of arrears and

less re fund of tax.

b. Under "Tax on vehicles" the department attributed

the to introduction of toll tax from
incre ase (29.08 per Cent)

strictt implementation of
April 1992, collection andarrear
enforcement activities.

and Registration fees" the
Under "Stamp dutyC.

gepartment attributed the increase (14.70 per cent) in collection

more sale of st amps and stamp papers on public demand.



any SpecificThe State ExCis5e department did not 9ive

reasons for the increase ( 13.98 per cent) in the cilection.

(ii) The de tails of non-tax revenue realised during thee

also exhibi ted in
ye ars 990-91 to 1992-93 are 9iven below and

chart-III.

Head of 1990-91 1991-92 1992-93. Percentage
of incre-Revenue
ase (+) or
decre ase (-

In 1992-93
over

1991-992

(Rupees in Crores
1 Forest 109.08 84.72 104.0O (+)22. 76

2. Mines and 22.72 67.87 115.933 (+70.81Minerals

3. Education 11.24 10.31 10.5 (+ 0.52
4. Interest 8.40 34.03 S8.25 (+71. 17
5. Pub l ic 5.37 5.76 5.66 (- 1.74Health

Sanitation
and Water
Supply

(+ 134.35
6. Irrigation

Navi9ation
Drainage

S.35 6.26 14.683

and Flood
Control
Project

7. Police 4.37 4.85 6.65 (+)37.11
B. Others 34.59 46.00 72.13 (+56.80
Total 201.12 259.8O 388.15 49.40

*

i
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Chart- II
GroWth of Non-Tax Revenue
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The reasOns" Of variation though called for from the
concerned department, their replies h ave not been recei ved
(December 1993).

1.2. Variations between Budget Estimates and Actual1s

The variations between Budget estimates of revenue for

the year 1992-93 and the actual receipts under the Principal heads

are 91ven below
He ad of Budget

Estimates receipts
Ac tua Variations Percentage

of variatioonRevenue Increase (+)

Short
fall (-)

(Rupees in Crores)

Sales
Tax

S10.00 452.00 -58.00 ()11.37

2. Forest 110.94 104.00 (-)6. 94 (- 6.25

3. Taxes 103.09 97.34 (-5.75 (- 5.57
and

Duties
on elec-
tricity

4. Land 17.12 27.16 (+)10.04 + 58.64
Revenue

5. Taxes 73.52 77.13 (+) 3.61 (+) 4.91

on vehicles

State 73.79 62.77 (-11.02 14.93
Excise

44.48 40.64 (-) 3.84 (- 8.637. St amp
duty and
registra-
tion fees

115.50 115.93 (+) O. 43 (+) 0.378. Mines
and
Minerals



Actual Variations PercentageBudget
Estimates rece ipts

Head oaf
Revenue Increase (+) of variation

Short
fall (-

(Rupees. in Crores)

9. Educa- 8.46 10.85 (+) 2. 39 (+) 28.25
tion

10.Interest 36.12 58.25 (+)22. 13 (+) 61.26

11.Police 2.70 6.65 (+ 3.95 (+)146.29

The re asons for variations between the Budget esti mates
and actuals (Oc tober 1993) byaS reported the Conce rned
Depa tmentS were as under:

(a) Under the Sales Tax' the decreaSe (ii.3 per cent
was attributed to locking df demands in litigation.

(b Under Land Revenue the increase (5e.64 per cent)
was due to the effective drive for collection by revenue field
staff.

(c) Under 'State Excise' the department attributed the
decrease (14.93 per cent) non-functioning of Country Spirit
Shops in Cuttack District and closure of these shops due to liquor

to

tragedy.

(d Under Interest the increase (61i .26 per cent} was
mainly due to ad justment of dues of Orissa State Electricity
Board

(e) Under 'Polce the inerease (146.29 per cent) as
due to collection of arrears not anticipated while framing budget
estimates.



1.3 Cost of Collection

The gross collections in respect of ma jor revenue
receipts, expenditure incurred their collection and the

percentage of such expenditure to gross collections during the

years 1990-91, 1991-92 and 1992-93 alongwith the relevant all

India average percentage of expenditure. on collection to gross

collections for 1991-92 are given belaw:
He ad of Year. DrosS Expendi- All IndiaPercentage

of expend-
collection iture to

Revenue Average
percentage
for the year

Collection ture on

Gross
collection 1991-92

CRupees in crores)

TTSales 1990-91 354.58 6.79 1.9
8.29 1.52.1

1.9
Tax 394.16

452
1991-92
1992-93 .00 8.80

0.84
1.36

(2 Taxes on 1990-91 1.652.29
S9.75
77.13

2.27
2.06

3.01991-92
1992-93

vehicle
1.59

3.201990-91 45.64
55.07
62.77

(3) State
3.97 2.51991-912

1992-93
Excise

4.86

11.2(4) St amps &&

Regis
tration

30.94
35.43
40.644

1990-91 3.46
5.03.95

4.38
11.141991-92

1992-93 10.77
fees

(5 Taxes and 1990-91 98.76 1.35 1.4

duties on 1991-92
Electri-

99.46
97.34

135.47
1.35
1.51992-93

city

The percentage of expenditure to gross collection is

higher in respect of Stamp duty and Registration fees. and State

Excise as to the A11 India Average percentage ofCompared

expenditure to gross collecti on for the year 1991-92



B

1.4 Arrears in assessment of Sales Tax

The details of Sales Tax assessment cases pending at the
beginning of the year, Cases becoming due for assessment during

and the number of
the ye ar, cases disposed of during the year
cases pending finalisation at the end of each year, durin9 1986-89
to 1992-93, as furnished by the Department are 9iven be low:

Year Total Cases finalised Balance Percentagepening
balance

Cases duee

at the
close of

for assess- during the year af colun
5 to 4ent during

the year the year

1988-89 1,75,877 1,93,062 3,68,939 1,82,059 1,86,880 51

1989-90 1,86,880 1,88,701 3,75,581 1,84,749 1,90,832 S1

1990-91 1,90,832 1,90,981 3,81,813 1,81,936 1,99,877 52
1991-92 1,99,877 1,99,949 3,99,826 1,89,024 2,10,802 53
1992-93 2,10,802 1,87,167 3,97,969 1,81,342 2,16,627 54

The above table shows that the number of outstanding caseswent up from 1,86,880 at the end of 1988-89 to 2,16,627 at the endof 1992-93 registering an increase of 15.91 per cent.

1.5 Fraud and evasion of ta*

The number of cases of evasion of tax detected by SalesTax department durin9 992-93, assesSment final1sed are 9ivenbelow

Number of
A.i CasesCases pending as on 31st

March 1992
18,504

ii. Cases detected during the year 9,193
T ota l

27,697



Cases in which investiations/
assesSment were completed duringg
the year

9,313

Cases which were pending at the
end of the year 18,384

The amount of revenue involved in the above cases aS
not furnished by the department.

1.6 Analysis of Collection

The break Up of the totalcollectionhs (at the pre-
assesSment stage and after regular assessment of Sales Tax during
the year 1992-93 and the corresponding figures for the preceding

MO years as furnished.by the departmen ts are given below:
Year Aeount Anount Amount Other Anount PercentageNet

collected collected of arrear isc. refunded collection of col.
at pre- after desand receipt of tax 2 to 7
assessaent regular collected
stage assessment

2 3 4 7 8

(Rupees in Crores)

1990-91 309.97 16.16 32.80 O.78 5.13 354.58 87

1991-92 366.55 29.82 S.82 8.34 393.B5* 93

1992-93 410.91 28.90 15.45 3.43 451.83** 91

The pOsition of revenue collected by Sales Tax

Department as de tailed above, 'shows that the collection of revenue

at pre-assessment stage ranged between 87 and 73 per cent during

last 3 years ending March' 1993. This indicates a high degree of

voluntary compl iance
,

by tax PayerS and 1 imited role af tax

The diffe rence of Rs.0.31 crores (Rs.394.16 crores (-) 393.85

crores has been attributed by the department to pending
reconciiation of intra-dep artmental fi9ures.
The difference of Rs.0. 17 crores CRs.452 crores (-) Rs.451.83S
crores1 has been attributed by the department to the non
inclusion of miscellaneous receipts.
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10.

the higher targets of
collecting machinery achieving

collections5

1.7 Uncollected revenue

March 1993, of revenue under
As 31st arre arson

Princ1pal he ads of revenue, as reported by the departents, wereas under:
Head of Amount of Arrear Remarksrevenue arrears more than

as on 31 five years
March 1993 old.

Rupees in crores
The position of recovery of
arrears under various5
stageS 1s 9iven below:-

1.Sales Tax 427.89 56.23

(Rupees in crores)

.(a)Recovery stayed
by.

i High Court and
other judicial
authorities 118.39

ii Government/
departmental
authorities 137.75s

(bOther stages:

(iUnder third
party notices 31.30
(ii )Under show
cause notice 68.05
(c Demands
covered by
certificate
proce edings 69.93
(d) Amounts likely
to be wr'itten off 2.47
Total

427.89
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RemarksAmount of Arrears
more than

Head of
revenue arrears

as on 31 5 years
March 1993 old

(1 (2 (3 (4

(Rupees in crores
184.45114.38* Interest payable

by the State Elec-
tricity Board

2. Interest 206.01

20.60Interest on
by Industries
Department

loans

Interest on loans 00.96
from Community
Development

Total 206.01

The ye ar-wise break up
and specific action

68.663. Taxes and
Duties on
Electricity taken to effect

the recovery by
the department
has not been

recei ved.

The year-wise break up

and specifiC action
taken to ef fect
the recovery by the
department has not

4. Forest 25.49

been received.

The specific action
taken to effect the

. Police 7.0. 1.94

recovery by the depart
ment has not beenn
recei Ved. (December 1993)

Relates to Orissa State Electricity Baard
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RemarksHead of Amqunt aof Arrears
revenue arrears more than

as on 31
Mareh 1993

5 years
old

(1) (2 (3) (4)

(Rupees in crores)

Out. of the above
arrears, recovery
of Rs.34.10 lakhs
was covered by
certificate

6.Mines and 4.10 00.82
Minerals

proce eding
Rs.17.20 lakhs was
under stay orders
of. High Court and

other udiciaauthoritieal
Rs.39.80 lakhs was
under proposal

for write of f,
RS.60.91 1akhs was
under dispute

and the balance
amount of

.Rs.257.77 lakhs was
under process of
recovery.

The year-wise break
up of the arrears could
not be furnished by thee
department though called

7. State Excise 2,90*

for in June 1993.

The recovery of arrears
under various stages are
given below

The position of the uncollected revenue in respect of Puri
district has not been included as information could not be

furnished by. the department.
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RemarkksArrears
more than
S years
old

Head of Amoun t of
revenue arrears

as on 31
March 1993

2 (3 (4)

(Rupees in crores)

(Rupees in crores)

00.85Demands coyered
under certificatei

cases
1.35(ii) Under procesS of

realisation

O0.06(iii)Amount likely
to be written
off

00.64(iv Recoveries stayed
by High Court or
Judicial authorities
and Government

Total 2.90

Out off these arrears, aan

amount af Rs. 9,000 (Nine

thousand) was covered
by cerificate proceedings
and action taken to
recover the remaining amount
has not been intimated

8.Stationery 1.39 00.18

(December 1993)

The .in formation from other departments though called for

has not been furnished (December 1993)

1.8 Results of Audit
Test check. of the records of Sales Tax, Motor Vehicles,

State Excise,. Forest other departmental officeS conducted
during the year 1992-93 revealed under assessment/short levy/loss

and
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cases. During theOf revenue amount ing to Rs.3893 lakhs in 66,982

the coneerned departments acceptedcourse of the year 1992-93
under assesment etc. of Rs.489.79 lakhs involved in 4078 cases of

in 139 cases were pointed out inwhich Rs.109.55 lakhs involved
1992-93 and the rest in earlier years.

This report includes 49 paragraphs including one review
involving financial effect of Rs.747.77 lakhs of which Rs.6i7.23
akhs were. accepted .by the Government/Department. Recovery made in

these cases amounted to Rs.1.25 lakhs upto December 1993. Audit

ob jections with a total revenue effect of Rs.14. 27 lakhs have not
been accepted by the Department/Government but their contentions
being ät variance wi th the facts or legal position have been
appropriately commented.upon in the relevant paragraphs.

i.9 Outstanding Inspection Reports

(a) Important irregularities and defects in assessments,
demand, collection and accounting of State Receipts, noticed
during local audit, are intimated through Inspection Reports to
the Departmental 0ffieers, Heads of Departments and also toGovernment, where2 necessary, With request to furnish replieesthereto with?n a month of their receipt. In addition, statementshowing details of audit objections remaining outstanding for morethan six months are sent to Government everyY six months in May andNovember, so that these may receive special attention .

(b At the end of June 1993,. 2624 Inspection reportscontaining 8788
issued upto December 1992

audit ob jections involving RsS. 6838.92 lakhswere awaiting settlement
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The ye ar-wise break up of the outstandin9 as at the end
of June 1993 is given below :

Number of Outstanding Revenue involved

AuditInspection
Reports ob jections (Rupees in lakhs)

Upto 1990-91 216 6123 4471.07

1991-92 25 1497 1170.30

December 1992 201 1168 1197.555

Total 2624 8788 6838.92

(c Department-wise break up of the inspection reports
and audit ob jections outstanding as on 30th June 1973 is 9iven
below

NLumber ofL
Inspection
reports

outstandin
AuditDepartaent Nature of Amount Year to Auaber

swhich objec- of inspection
reports to
wh ich even

first replies

of receipts objections of
receipts
involved

tions
relate

had not been
(Rupees received
in lakhs)

I.Revenue Land 142 1830 2992.25 974-75 55
and Revenue to
Excise 1992-93

299 378 75.29 1976-77Staap
Duty&

Regist 1992-93
ration

State 128 701.64 1973-74 38
Excise ta

1992-93

2.Commerce Taxes on 180 1782 643.04 1968-69

toand Tran
sport
(Transport)

vehicles
1992-93

Taxes on 10 237 375.26 1973-74

topassengers
1987-88
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OutstandingNumberof
Inspection

Year NunberAecuntAudit
whtich objec- of inspection

reports to

sich even

Nature ofDepartaent
of receipts reports objections

tionsreceipts
involved relate

first replies
had not been

(Rupees received

in lakhs)

975.35 1972-73 523.Finance Sales 526 2020

toTax

1992-93

177 269 9.20 1973-74 55Enter
tainment ta
Tax 1992-93

4.Forest Forest 398 1732 711.75 1965-66 33
and
Environ to

1992-93ment

5.Steel Mining

receipts
104 208 3S5.14 1974-75 17and

toMines
1992-93

Total: 2624 8788 6838.92 314

The matter broughtWas the notice of the ChiefSecretary to Government in September and October 1993; intimationregarding steps taken by the Government to cle ar the outstandingInspection Reports and Audit 0b jections has not been recei ved(December 1993).



CHAP TER-2

SALES TAX

2.1 Results of Audit

Test. check of aSsessments and refund theCases5 and
connected documents Tax f ficesin the Conmercial durin9 the
period from April 1992 to March 1993 revealed under assessment opf

tax and loss of revenue amounting to Rs.542.81 1 akhs in 948 cases
whiEh may broadly be categorised as under:

No.off Amount
caseS (Rupees

in lakhs)

1. Short-1evy due to
incorrect computa tion
of tax able turnover 89 49.56

2. Under assessment due
to apPlication of
1ncorrect rate. 117 98.46

Irregular grant of
exemption. 116 109.33

4 Non-1evy of interest. 305 4.49

5. Other cases. 321 280.97

948 542.81

During the course of the year 1992-93, the concerned

Department accepted under assessment etc. of Rs. 132.74 1akhs5
involved in 380 cases of which Rs.79.35 lakhs involving 38 cases
was pointed out during 1992-93 and the rest in earlier years.

Some important cases naticed in audit involving

financial effect of Rs.58.89 lakhs are mentioned in the following

ParagraphS.
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2.2 Registration of dealers

2.2.1 Introduction

Under the Orissa Sales Tax Act, 1947 and the

there under 1i able to ay fromtram8d every de aler S

specified date is 9ros5S turnoVer e xCeeds the Presribe

L L& and to get himself reqistered to enable him t Earry on

the business. The dealers required to get them52 ivSare

registered under the Central Sales Tax Act also, 1f Ghay engage 1n

1nter-state sale or purchases in goods.

2.2.2 Organ1sational Set up

The Lonmi SSioner of CommerC 1al Taxes, Orissa, S he

he ad of the department and assisted by f1ve Addit 1onal1S

Comm1ss1oners and four Assistant Commi ssioners in the He adquarters
office. There nine Terri torial1 Ranges, each he aded byare

Assistant Commissioner. Under theTerritorial Ranges theree ara
twenty eight Circles each of which is headed by a Commerci al Tax
Officer, assisted y Addit ional Commercia1 Tax offiters and
Inspectors. The responsibil ity for reg1stration rests w1th the
Commercial Tax 0fficers. In addition there are three Inte1ligence
Ranges and four Vigilanee Ranges5 e ach headed by Assistantan
CommisSioner.

2.2.3. Scope of audit

A review on the registration of de alerS was conduCted
betwe en January 1993 and May 173 wi th a view to ex amining thatregistration is done in accordanCe with the provisions of the Actand Rules. For this purpose relev ant records relating to 7 circlesCuttack-I (West), Cuttack-I (East), Cuttack-I (Central), Cuttack-II,Bhubaneswar-I, Puri-I and Berhampur-I for the years 1989-901991-92, were test checked. Relevant records maintained by

to
the
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concerned Assistant Commissioners of Commercial Taxes (Ranges and
office of the Commissioner of Commercial Taxes were also reviewed.

2.2.4 Highlights

Inadequate survey and absence of a regular system of
Survey resulted in poor detection of cases of de alers liable for
registration under the Act.

(ii) 68 to 82 per cent of applications for registration
were disposed off after delay ranging from more th an one month to72 months

(iii) There existS no machinery t verify bonafides of adealer and correctness of the particulars given by him in hiS
application before issue of registration certificate.

iv) The amount. of security money realised from de alers
Was not revised to match the increase in their groS turnover.
This resulted in loss of revenue of Rs.1.07 1akhs in case .of 16
dealers whose securities had. to be forfeited towards their arrearss
of tax.

(Misutilisation of statutory forms after cance l 1 ation
of registration certificate resulted in 1oss of Rs.1.13 lakhs.

2.2.5 Growth of Registered dealers

The table below shows the growth of registered deallers

during the three years ending 1991-92 as per informat ion furnished
by the Commissioner of Comme rcial Taxes.
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ADealers registered under Orissa Sales Tax Act, 19477.
Growth Percent-No. of

dealérs
Year No. Of Dealers No of

dealers of regis-age ofregistered Rehis
during the trátionat thne at the tered 9rowth

Commen- ye ar cance11- end of dealers
cement
of the

ed during

the ye ar
the year during the

year
yea

1989-90 29,393 2420 1,425 30,388 995 3.39
990-91 30,388 1726 1,426 30,6883 300 O.99

1991-92 30,688 1890 2,027 30,551 (-137 (-)0.45

BDealers registered under Central Sales Tax Act1956
1989-90 3,789 1406 1,368 3,826 38 1.00

1990-91 3,826 1149 1,121 3,854 28 0.73

1991-92 3,854 1326 1,218 3,962 108 2.00

The percentage of growth of registered de alers under the
Local Act was decreasing. The number of de alers decre ased from
30,688 to 30,551 at the end of 1991-92.

2.2.6 Inadequate SurveY

Registration is the first step towards/bringing a dealer,
within the ambit of sales taX Detection of new dealers 1iable for
registration is one of the important objectives of the department
The work of survey plays a vital role in the fulfilment of this
ob jective. The work of survey is entrusted to the Inspectors of
the circles as weli as of the Intelligence and Vigilance Wing. The
departmental1 manual provides that periodical survey should be
conducted in al1 important trade centres to detect dealers wh0were liable to pay tax but not registered.

A mon thly quota of detection af 5 cases and 10 cases hasbeen fired in respect of officers and inspectors of Intelligenceand Vigilance Wing respectively whilee no quota has been
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prescribed for any afficers af the Circles in charge of survey
During the course of test check of one Intelligence and one
Vigilance Range, it was seen that there was shortfall in detection

ofC ases durin9 theS years to the extent of 233 and 203 inn

Intelligence and Vigilance Wing respectively.

From the in formation furnished by the seven Comme rcial
Tax Ci rcles test checked, (durin9 Januay 1993 to May 1993), it

was seen that during the three years ending 1991-92 only 100 cases

were detected where new dealers were found carrying on Ousiness

without regiStration though they attracted liability to

registration .under the Act. During the said 3 ye ars 47 ases

involying a tax evasion of Rs.6.01 lakhs were registered. No

survey was conducted in Cuttack-II and Puri-I Cireles during 1989

90 to 1991-92. There was no monitoring system to watch that the

survey was conducted as prescribed in the departmental manual.

The department did not undertake any comprehensive or

organised SurveY and rel1ied mainly on voluntary registration by

the dealers.

2.2.7 Delay in disposal of appl ications

A dealer becomes liable to pay tax with effect from the

immediately following a Pperiod not exceeding 12 mon thsmontn

durin9 which his sales exceeded the prescribed quantum. He should,

therefore, apply for registration in the Prescribed Form II

together with a fee of Rs.5 only, not 1ess than one manth before

the aforesaid 1i able date and not later than 15 days from the

the month in which ha becomes 1iable to tax. Onbeginn ing of

a number is to be allotted to it afterreceipt of the application,

its careful scrutiny and enquiry. On completion qf the scrutiny of

the application and the necessary enquiries deemed fit by the

registering authority, the Registration Certificate is issued

within a fortnight from the date of payment of security. All
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applications for registration are tO be dealt W1th promptly andthe decision of granting rejecting an application for
Or

registration, is required to be given within one month of thereceipt of the application.

A monthly progress report showing appl ications received,d1sposed off showing number of cases registered/rejected etc., issubmitted by Commerci al Tax Officer to the Commissioner OfCommercial Taxes. However no mon itoring on the bais of thesereports was done by the Commissioner.

A scrutiny of the relevant records in the C1rcies testchecked, however, revealed that there was inordinate delay in thedisposal of applications for issue of regitration certificates.The del ay in disPosal of applicati ons for registration urder theOriss a Sales Tax Act and the Central Sales Tax Act is given in thetable below:
Year No. of No.off

applications applications
pending
at

Total Na. of
applications 1 2-6
disposed
off

Delay in disposal beyond
7-12

Total Percentage
of delayèd
disposal

1-3 4-6received anthon ths sonths years yearsthe

over totalbeginning

disposalof the
year

2 3 6 7 9 10 11 12
0.S.T
1989-90 475 965 1440 1021 158 474 130 77 7 846 82.861990-91 419 714 1133 745 66 272 114 126 5 583 78.261991-92 388 720 1108 B36 52 350 114 102 17 635 75.96C.s.T

1989-90 327 633 960 646 87 290 67 52 496 76.781990-91 314 533 847 529 41 184 49 87 2 363 68.621991-92 318 567 885 668 47 258 88 88 23 504 75.45
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Out of 2874 applications for disposal under the 1oc al

period ending March, 1992 only 2602

538 applications
Act for the three ye ars

applications werre dispoed off of these were

disposed off within the prescribed periood of one monthn. The

remaining cases were disposed off after delaY rang1n9 f rom more

than ane month to six years . Similarly, in case of applications

under the Central Act, out of 2060 applicat ions only 1843 cases

COuld be disposed off out of which only 480 cases were disposed

off within the prescribed time 1imit of one month. The del ay in

remaining cases ranged from more than one month to six years.

Thus, 68 to 82 percent of the disposals were made oniy

after the lapse of the time 1imit of one month. Even in cases of

rejection which accountedfor 20 per cent of the total disposal,

the delay, involved ranged f rom more than one month to 5 yearS.

The authorities concerned attributed del ay to time taken

and

in enquiry at different levels, 9rant of extension of time

affording easonable opportunity of being heard to the de alers5.

in 586
In this connection, it may be pointed out that

cases there was a delay of more than a year and in 54 cases it was

more than 5 years.. An analysis of the delayed cases in the ci rcles
initially put up for

test checkedd revealed that 14 cases Were

orders after a lapse of one month to 71 months after the receipt

of appiications.

2.2.8 Inadequate enquiry

the State Act and rules made
As per provisions of

thereunder registration certificate is issued to a dealer by the

applicationthe

Sales Tax Officer after satisfyin9 himself that

and complete and the applicant is a

for registration is correct

bona fide dealer.
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registration of bogus and
With a vi ew to preventing

instruetions in June
dummy dealers, the Commissi oner had iSsued

officers to
1982 and Oc tober 1982 directing all the Circles
conduCt a thorough enquiry into the antecedents of the applicant,
SOurce of cap ital invested in the business, nature of transactions
With other dealers of the area, tenanty right acquired by the
dealer

and especially, the
respect of the business premises

nature and extent of interest dealer might have in otherthe
business be fore granting the registation certificates. HOweverno mechanism exists to ensure that such an enquiry is Conductedbe fore granting registration.

2.2.9 Non-revision of securities

Under the provisions of tha Orissa Sales Tax Rules, the.Sales Tax Officer for good and sufficient reasons to be recordedmay require a registered dealer to pay within a fortnight from the
date of receipt af notice a reasonable security as esti mated byhim equivalent to one year 's tax. The original provision regardingthe quantum of securi ty effective from 1976 which wasWas

subsequently revised with effectt from 16th May 1988. TheAdditional Commissioner of Commerci al Taxes (General), Orissaa inhis letter dated 1st September, 1988 instructed all the ,assessingofficers to review the cases of new as well as old dealers andraise demand for additional security wherever. necessary. Onscrutiny pf the relevant records, in the circles test checked, itwas noticed that 1n Case the review Was conduc ted and
.additional.demand raised.

A further SCrutiny reveal ed that against Rs.1.20as
1akhs ad justable towards arrear dueS in respect of 16 dealers only

,
Rs.13,213 could be ad justed because df non-revision of isecurity,which led to loss of revenue to the extent. of Rs.1.07 1akhs duringthe period from May 1988 to March 1992.
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2.2.1O Non-cancellation of Registration Certificates

(i Registration certificates of dealers whose 9ross
turnover does notexceed Rs.50,o00 per annum for three consecutive
years are liable to be cancelled, as required under the prVisions

of the Act.

Scrutiny of the relevant recordss of 7 CirclesA

Sub jected to test check, revealed, that the gross tunover of 102

registered dealers did not exceed Rs.50,000 per annum for three

conseCutive yearrs ending9 1991-92, but no action was taken to

cance 1 their registration certificates.

(ii) Under the Act and the Rules made thereunderr the

Commissioner of Commercial Taxes, Orissa is requi red to publish

the names of registered dealers with the details of their address,

descr iption of goods covered by their registration certificates

and also the names of the dealerS whose registration certificates

have been cancelled. This is to be published every month in thne

Commercial Gazette circle-wise in alph abetical order. The purpose

of such publication is to guard against the misut.i lisation of the

of thefacilities conferred on a registered dealer. A scrutiny

relev ant record in the Commissioner s office, however revealed

that the Gazettes 'are not published regularly every month.

the 0rissa(iii) As required under Rule 26(2) (vi) of

Sales TaxK Rules, unused declaration . Form stock with a

registered dealer on the date of cancellation of his registration

are to be surrendered to the Sales Tax Officer. It was noticed in

audit that a dealer under the jurisdiction of Cuttack-II circle

registered in February 1983 closed down the business on 7th March

1984. However, be fore closing down the business the dealer aPplied

(Form XXXIV) on 6th
for and otained 50 numbers of statutory forms

March 1984. On the streng th these forms he Purchased durin9

July 1985 goods worth Rs.14.10 l akhs withoutNovember 1984 to
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payment of tax estimated at Rs. 1.13 1akhs calcul ated at averagee
rate of8 per cent on the turnOver of Rs.14.10 1akhs. The
whereabouts of the dealer were not known and his registration wascance1led on 30th July 1984 with effect from 7th March- 1984.

2.2.11 Internal Audit

The Internal Audit Organisation which started
function ing from 1975-76 has 7 Inspection parties, each consistin9of one Commercial Tax Officer (Inspection), one Junior Assistant,and other supporting staff.

Durin9 1989-90 and 1990-91 3 parties did not function at
all, two parties functioned for the full year and two for part ofthe year During 1991-92, 5 parties did not function at all, oneparty functioned for the whole year and one party for part of theyear

The internal audit was confined to assessment, receiptsand refunds. The registration of de alers, survey and cancellationwere ,not covered by internal audit.

The above Points brought to the noticeWere
ofdepartment/Government (Mayy 1993 their replies have not beenreceived (December 1993).

2.3 Irregular grant of exemption

Under the Orissa Sales Tax Act, 1947, purchase or saleof goods which directlY go into composition of fin ished productswhen sold to or purchased bY a registered dealer who is certi fiedby the conterned General Manager, District Industries Centre asvillage/cottage/small scale industryY set up on or after 1st April1986, and starting commerc ial production thereafter inside theState is exempt from tax, sub ject to furnishing a declaration 1nFrom-I-B obtained from the manufacturing registered dealer to the
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etfect that the goods purchased shal11 be used as raw-materials for
the purpose of manufacture inside the state. However, in cae of

goods 1iable to purchase tax, the declaration is to be attached to
the return of the dealer.

The sale of finished products are also exempted

from tax. Both the exemptions are allowed for a period of fi ve

years from the date of commercial production. Certain categories

of industries such as oil mill/oil expelling unitS have been kept

outside the purview of exemption scheme

In 5 cases, inadmissible allowance of exemptions

resulted in short 1evy of Rs.27.11 lakhs as per de tails 91en

below
ShortAmount of

inadaissible
Sl. Name of Year Nature of

irregu
larity

levy
based

No. circle Assessed
Rema rksexemption

allowed by

assessing
on the
rate of
tax app-
licable

officer

(Rupees in
lakhs)

Rupees in
lakhs

Rs.126.74 Rs.14.80 Demand
Not eligible
for exemption

Cuttack-I(a) 1989-90
of Rs.14.80

(West) 1990-91
lakhs was raised
by department
(September 1992)

assessee
being medium

scale Industry.

Rs.40.34 Rs. 3.62 Demand
1988-99 Assessee not

of Rs.5.01being a nanu-

facturer not

covered by
exemption.

lakhs was raised
by department
(March 1993)

Rs.0.83 Reopened

for
Rs.20.67Assessee being

an 0il Industry
not covered by

2 Koraput- 1990-91

reassesnent.
Furtherexenption
reply not
received
(December 1993)
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Name of Year Nature of Amount of Short
S1

levy

,

irregu-
larity

No. Circie Assessed
inadmissible

.R e m arks
exempt ion
allowed by

assessing

based
on the
rate of

officer tax app
licable

(Rupees in (Rupees in
lakhs) lakhs)

3.

Reopened
Ineligible for
exemption as it
has been judicially
held that making af
spices does not
involve process of

Cuttack 1I 1990-91
Rs.51.84 Rs.6.45

for Reassessment.
Further reply
not received.
(December 1993}.

manufacture.

Ineligible for
exemption from
purchase of raw
material as cut-

Rourkela-1I 1988-89
Rs.35.37 Rs.1.41 Demand of

Rs.1.41 l akhs
raised by
department.
Appeal pending
with tribunal.

tings of iron
Steel structures
defective sheets
etc. into convenient
sizes does not
involve manufacture.

Total

Rs.27.11

2.4 Under assessment due to inadmissible deduction
Underthe Orissa Sales Tax Act, 1947, in respect of

goods- where tax is levied at the first point of sales, a dealer
who sells such goods at a subsequent point shall not be allowed to
claim deduction of the sale price of such goods from his grosss
turnover unless he furnishes a declaration to that effect in the
prescribed form. Under the Act ibid, sale of iron and steel goods
is tax able @4% and chemical fertiliser e2% at the first point in a
series of sales. Further it as held by the Supreme Court* that
manufactured goods like steel rounds , flats, angles or Sim1 arState of Tami lnadu Vs. Pyarelal Malhotra(1976-37-STC319(S.C.
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goods in any other form and shape, could be taxed again even if

Che materials such as iron and steel scrap out of which they were

made had already been subjected to sales tax in aS mucH as the

finished products Commodity andseparate COmmercialWere

there Tore, were to be considered as separate t axable item for the

purpse of taxation.

of goods WasirregLtl arly(a) In CaseS sale iron

exempted fromtax on the ground that raw materials had already

Suffered tax. This resulted in short levy of tax of Rs.10.59 1akh1s

as per details 91ven below
S Name of Amoun t of Short

Re m ar ksCircle/ irregular vy
based

No
ye ar deduction
asseSsed allowed by on the

the asse- rate of

tax appli-SSing

offiCer cable
(Rupees in lakhs)

1 (2 (3) (4 (5)

A demand of Rs.3, 45
lakhs was raised by

3.45Dhenkanal/
1989-90

86.20

the department
(November 1993)

145.22 5.81 Final repiy
2 Rourkela-I/ not recei ved

1990-91 (December 1993)

1.33 Final reply
Cuttack-II/ 33.28S. not received
1989-90 (December 1993)

10.59Total

taxes. Orissa in his
(b Commi ssioner of commercial

that where asseSsment
of August 1989 instructedCircular

completed exparte due to non-production of accounts on the basis

of the. best judgement, the deductions claimed/allowed in respect

of first point taxable goods were inadmissible.



Incourse of audit of Cuttack II Circle, it was noticed

(May 192) that while final ising the assessment for the year 1990-
91 of a dealer in the chemical fertiliser (November 1991) exparte

on the ground of non-product ion of books of accounts, a deduetion
of Rs.52.52 lakhs was allowed towards sale of first point tax paid
goods. As the assessing off1cer had no occasion to verify in an

Was p aid at the first point, the
exparte assessment whether tax

deduction allowed was irregular and resulted in short levy of t^x
amounting to Rs.1.i4 lakhs (including surcharge of Rs.8,936).

On this being pointed out in audit (May 1992); the
assessing officer reopened the case (June 1992).

The matter was reported to Government (July 1992) ; their
reply has not been received (December 1993).

2.5 Short levy of C.S.T. due to irregular exemption

As per the proviions f Article 286 (i (b of the
Constitution of India, a sale purchase of goods which takesOr

Place in the course of export is exempted from levy of tax. Underthe Central Sales Tax Act, 1956, a sale or purchase of goods shallbe de emed to take place in the course of export of the goods onlyif the sale or purchase as the case may be, OcCasions suh export.

However, under the C.S.T. Act, 1956 as amended in 1976,the 1ast sale or purch ase of goods, precedin9 the sale or purchaseoccasioning the e xport of the goods, shall also be deemed to be incours of export, if such l ast sale or purchase took place afterand was for the purpo6e of compiy ing w1 th .the agreement or orderfor or in relation to such e xport. Under the C.S.T. (A&TT rules,1957, the penultimate seller is required to furnish a certificatein Form-H obtained from the exporter, in order to claim exempt ionfrom Payment of tax.
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Inter-State sale of goods other than declared goods not

Covered by declarátion in form 'C' is taxable at the rate of 10

per Cent or at the ate applicable to sale of Such goods inside

the state wh ichever is highef.

Circle, finalising thewhilee(i In Cuttack-II
the year

February, 1991) of a registered dealer forassessment
worth Rs.1 1.62 1akhs to

y theN989-90, sale of tamarind concentrate
from tax

StatesS, exemptedthe dealers of other Was

assessing authority on the ground that the sales. were in c0urse of

Onby certificate H'.
export, as such sales ere Supported

SCrut iny of the certificate H it was noticed (May 1991) that the

certi ficates did not conta in the informati on regarding the number

Thewith the foreign buyers.
and date of the a9ree ment
certificates were, therefore, invalid. The exemp tion alloed was,

there fore, irregular and resulted in short 1evy af central sal es

tax amounting to Rs.1.16, lakhs.

re-assessmentGovernment stated iJuly 1992) that on

xtra demand of Rs.1.19 1akhs had been raised.

(ii) Under the CentralSales Tax Act, 956, no tax is

if those 90ods are
eviable on inter-state sale of any 900ds

generally. exempted from tax under the Sales Tax Law of the state

conce rned. A sale of goods would not be deemed to be exempted from

is
tax general ly if under the state Iaw the sale of such goods

exempted only under certain specified circums tances.

of Orissa in their notification
Howe Ver, g0vernment

dated 12tK November, 1990 have declared that no ta* under the said

Act shall be payable in respect of sales in course of inter state

trade and commerce, of goods manufactured by a registered dealer

having his place of business in the State of Orissa, if Such sales

are made from such pl ace of business during the period when suUch

pealer 15 entitled to the exemption of sales.
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In Bhubaneswar ICircle, a registered dealer, who was

sale of Super enamelled aluminium
engaged inn manufacture and

wLnalng wires and was entitled to the concesSion as per Government
Such goodsnotification. dated 18 February, 1987 effected sale oT

amount ing to Rs.6.48 lakhs during the period 1st April 1990 to
trade and11th November 1990 in ofinter-statethe course

Pme Commerce. The sale was exemp ted from tax on the groundthat Such

sale was exempted under the Orissa Sales Tax Act. As the sale ofokKiiale
2 finished product (Aluminium winding wires) by the assessee dealer

(SSI unit) is not generally tax free under the OST Act, 1947 the

COrresponding exemption under CST is 1rregular. The irregular

exemption led to short levy af Central Sales Tax amounting to

Rs.64,770.

On this being pointed out (November 1992), the assessing

officer re-opened the case (November 1992). Further details in

this regard have not been reported (December 1993).

The matter was reported to Government (J anuary 1993

followed by a reminder in October, 1993; their reply has not been

received (December 1993).

Under assessment due to miselassification of
goods

2.6

Under the 0rissa Sales Tax Act, 1947, unspecified goods

were exigible to tax at a general rate of 8 per cent upto 30th
June 1990. Drugs were taxable at the rate of 8 per cent upto 30th
June 1990 as unspecified goods and there after as specified goods
taxable at the rate of 4 per cent

It has been judicially held* that, cotton rol ler bandages
manufactured from bandage cloth by first ble aching it and then

:State of Gujarat-vs-C.K. Gauge, Bandage Manufacturing Co. 84-STC-571
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Cutting to different sizes and used for the purpose of he aling
Cuts and wounds would fall under the me an ing of drugs and

medicines' and not as 'hand-loom f abrics of all varieties',

Durin9 the course Df audit in the Cuttack-I (Central)

Circle, it was noticed (February 1993) that while finalising the
asseSsment of a. reg istered dealer January 1992) for the yeaar
1990-91, sale of 9auge and bandage worth Rs.11.63 1akhs
allowed tax free treating the same as handloom cloth. A scrutiny
of records, however revealed that the de aler used bleaching powder
in the manufacture of bandages therefore,and in view of the
judici al pronouncement the bleached bandages should have been
classi fied as drugs and medicines and taxed appropriately. Thne
exemption allowed was thus irregular and resulted in short levy of
tax amountin9 to Rs.66,065. (ineluding addition al tax of Rs.3238.00
and surcharge of Rs.3356).

This was pointed out to department in audit (February
1993) their final reply has not been received (December 1993).

The matter Was reported to Government May 1993)

followed by a reminder in Dctober 1993; their reply has not be en
received (December 1993).

2.7 Irregular treatment of divisible contract as
indivisible

Under the Orissa Sales Tax Act, 1947, taxable turnover
in respect of works contract sha11 be deemed to e the grosS value
received receivable by theor dealer for carrying out Such

contr act 1ess the amount of labur charges incurred for execution
of works. The taxable turnover is taxable at the rate of four per
cent.

.
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It was udicially held* that supp1y and stacking of

ballast and spreading it by the side of the rai lwaY 1ine, where

the ontraCtor has to make his arrangements for securingown

ballast is a contract for sale of goods and not for wOrk and

abour. Accardingly tax has to be levied at appropriate rate as

applicable to sale of such goods which is 83 per cent in the

1nstant case, hard stone ballast being an unspecified item.

In course af audit of Samb alpur-III Circle, Jharsuguda,

it Was noticed (March 1990) that dealer (works contractor)a

executed a contract for supply of ballast and spreading it on the

railway tracks. During the years 1986-87 and 1987-88, the dealer

received Rs.B.35 lakhs towards the above contract, out of which
Rs.4.00 1akhs was allowed as deduction towards labour charges and

taxable turnover was determined at Rs.4.35 1akhs and taxed at the
rate of 4 per cent which amounted to Rs.17,375. But as per the

agreement the sale price of the ballast suppii ed amounted to
Rs.8.O3 lakhs excluding labour charges of Rs.0.32 1akh whichn
shouid have been treated as sale of goods and taxed at the rate of
8per cent which worked out to Rs.64,304. ThuS, there was an
under-assessment of Rs.46,929.

On this being pointed out (March 1990), the assessing
officer stated that the work executed was job work oriented and
payment was recei ved mainly towards labour and service charges,

royal ty, bre akin9 transporting and spread ing of ballast.

The reply of the assessing officer was, however, not
acceptable to audit in view of the decision cited above.

The matter was. reported to Governmnet July 1990)
followed by a reminder in Uctober 177S; their eply has not been

received (December 1993).

Anamolu Sesh ag ira & Co. -vs.-State of Andhra Pradesh reportedin (1980)-45-STC-388 (A.P.
.
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2.8 Short levy of tax due to application of
1ncorrect rate of. tax

Uhder the provisions of the Orissa Sales Tax Act,1947,
G1tterent ateS of tax are 1eviable from time to time 1n respeCt

of different commodi ties. Application of incorrect rateS of t ax in

TOur cases resul ted in short levy of tax of Rs.3.93 1akhs as per

details given bel ow:
Sl. Name of Year Name of Taxable Rate of Rate of tax Short Remarks
No. Circle assessed Commodity/

goods
levied by

assessing
authority

Turm Tax levy
applica
ble as

over

per 0ST

ACT,1947

(Rs.i (Rs.i8
lakhs) lakhs

1. Bhubaneswar-I! 1990-91 VCR 44.89 16% 12% 1.97 Demand of Rs.3.11 lakhs rasised
in August 1992. Dealer has gone

for appea.

2. Kalahandi 1990-91 Gunny bags 18.74 12% 8% 0.82 Demand of Rs.0.93 lakhs raised.
(July 1993).

3. Ganjan-IlI 1990-91 Hire 12% upto
June 1990

16.69 B% upto 0.71
June 1990

Assessing officer replied that
general rate was applied as no

specific rates were prescribed
for hire charges of Machinery.
Reply is not tenable in view of

charges of
MachineryY 16% from 12% from

July 1990 July 1990

onwards. onwards.
specific orders of the cammi-

5sioner dated 18 July 1988 to
the effect that hire charges are
to be taxed at the rate appli-
cable to the goods involved.

1988-89Hire
charges of
achineryY

4. Cuttack-I 10.83 Assessing officer replied that
rate was applied based on the
decision of the Ist appeal of
the dealer. Reply is not
acceptable in view of the
specific orders of the
conissioner dated 18 July 1988B

the effect that hire charges

8% 0.43
(West)

are to be taxed at the rate
applciable to the
goods involved.

Total? 3.93
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2.9 Short levy under C.S.T.

Under the Centra1 Sales Tax Aet. ,1956, on inter state
Sale of goods (0ther than declared goods) by one regiStered dealer
to another tax is leviable at the cncessional rate of 4 par Cent,
if such s ales Supported by prescribed declarations in form-C.are

Otherwise tax is leviable at the rate of i0 per Cent or at the
rate leviable on sale of such goods ithin the State under the
State Law, sh ichever of declaredis h igher However, Case

900ds, S3i es not supported by prescribed declaration in form-C are
taxab le at twice the rate applicable to thne säle or purchase of
SUch goods inside the state

Durin9 the course of audit of Cuttack-II Circle, it was
noticed (September 1992) that regitered dealer Claimed
exemption for having despatched groundnut seeds (declared goods)47valued at Rs.6.19 lakhs and groundnut oil (non-declared goods)
worthn Rs.2.42 lakhs to his Commission agents 0f other states
during the year 1990-91. The assessing 0fficer disallowed the
exemption on the ground that the reg1stration certificatee of the
dealer did not specify any. additional piace of business and that
no writtenn agreement with the commiSSion agents could be produced
at the time of assessment The transactions ere, there fore ,
treated as sales in course of inter state trade and commerce and
tax 1evied at the rate of 4per cent. As the Sales iere not
Supported by prescribed declarat1ons in form-t, the s ame were
be.taxed at the rate of 8 per cent in case of declared goods (i.e.
groundnut seeds) and at the rate of 10 pertent in case of non
declared goods (i.e. 9roundnut oil). The appliCation of lower rateof tax' resulted in short levyY of tax amounting to Rs.39,270.

On this being pointed out (September 1992) in audit, theasseSSin9 officer reopened the case September 1992). Furtherdevelopments were not reported (December 1993).
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The matter was reported to Government January 1993)

followed by a reminder in October 1993; their reply has not been

recei ved (GDecember 1993)

2.10 Short determination of taxable turnover

19Under the Orissa Sales Tax Act, 1947, sale includes

trans fer of the right to use any goods for any purpoSe (whetner or

not for specified period) for Cash, deferred payment otheror

valuable consideration. The Comm issioner of Commercial Taxes

Orissa in his circular dated 18 July. 1988 clarified that hire

charges should be taxed at the rate applicable to the 9oods

involved. Under the Act ibid, machinery is taxable at the rate

of 16 per cent with effect from 1 July 1990.

Durin9 the course of audit of Sambalpur-I Circle, it as

noticed (July 1992) that a dealer (Works contractor received hire

charges of machinery amounting to Rs.3.43 lakhs from H1s Sub

contractors during the period from November 1990 to March 19911.

THis amount was not taken into account for determinin9 the 9ross

turnover and taxable turnover by the assessing officer at the time

of finalising. the assessment. This resulted in short levy of tax

amounting to Rs.60,449 including surcharge)

On this being PO1nted in audit July 1992) the

officer the (July 1992 for re
asseSing Feopened Case

examination. Further developments have not been reported (Dece mber

1993)

The matter Was reported Government (October 1992)

fol lowed bY a reminder in (Oc tober 1993) their reply has not been

1993).
received (December

(ii) Under the p rovision of the Orissa Additional Sales

Aax Ac t, 1975, every dealer is l i able to pay additional sales tax

.
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1per cant the gross turnover wi th e f fect from 1st December
on

1988.

It noticed audit (Septe mber 1992) that in
was

Rourkela I Circle, whi le finalising the assessment of additionalSales Tax for the ye ar, 1989-90 of de aler AuguSta registered1991) 1 per cent of the taxablle turnover of Rs.1.20 Crores wsComputed as Rs.12, B23, instead of as Rs.1.20 lakhs which resul ted1n short-levy of additional sales tax amounting to Rs.1.08 lakhs.

Un this be ing pointed out in .audit (September 192),, theassesSing officer ra1sed a demand of Rs.1.c8 akhs. Further aporton recovery of the amount haS not been received (Decembe r 1993.
The matter aS reported to Govarnment January 1993followed by a reminder in October 1993; their reply has not beanrece i ved (December 1993).

2.11 Undue financial benefit to a dealer

Under the Central Sales Tax Orissa Rules5, 1957 re adW1th he provisions Of the Orissa Sales Tax Act, 1947, ifregistered dealer realises any amount by way of t ax in exC ss ofthe amount payable by him,the maximum penalty equiv alent to 3 Sumnotexceeding hricethe amoLin t of t ax retained could belevied.

During the course of audit of Cuttack II Circle, it wasnoticed May 1992) that a re9istered dealer collected CentralSaleS tax amounting to Rs.3.81 1akhss during the periOd 1990-91.However, the dealer deposited a Sum af Rs.2.71 lakhs, only which
was his 1i ability up to 12th November 1990 leav1ng a balanee off
Rs,0. 90 lakh. The asSessin9 oft1cer did nt 1mpose any penalty fornon-deposi t of the tax of Rs.0.90 1akh unauthorisedly collected.The maximum penal ty leViable worked out to Rs.2.70 1akhs.
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On this being pointed out audit (May 1992) , thein

assessing officer levied pena1 ty. Further developments have rnot
been reported (December 1993).

The matter reported to Government (July 1992was

followed by a reminder in October 1993; their reply has not been

received (December 1993)

Omission to 1evy tax on goods not utilised
for declared purposeCSE

AL
Peon

Under the Orissa ales Tax Act, 1947, when a registered

dealer purchases 900ds Speci fied in his certificatee of

registration free of tax for resale by him in rissa in a manner

that such. resale shall be sub ject to levy of tax under this Act,

by furnishing a declaration to that ef fect in the prescribed fom,

but utilises those goods for any other purpose, the price of. the

goods so purch ased shall be ineluded in his taxable turnover and

he shall be 1iable to pay tax thereon .

During the course of audit of Rourkela-I I Circle (March

1993), it Was noticed that a registered dealer ef fected inter-

state sale of iron and stee! worth Rs 30.72 lakhs during 1988-e9

from out of the stock purchased by him free of tax on furnishing

declaration in the prescribed form that the goods were meant for

resalee inside the state. As the dealer had utilised the goods

the purchase value of theotherwise than for resale in Grissa,

goods estimated at Rs.27.18 1akhs was required to be included in

his taxable turnover for levy of tax udner 0.S.T. Act which was

not done. This resul ted in non-levy of tax amounting to Rs.1. 17

lakhs.

audit (March 1993), theOn this being pointed out in

(March 1993) Further
asseSSing officer reopened the Case
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developments have not reported by the Circlle offiaebeen

December 1993) .

The matter was reported to Government (May 1993)
followEd by a reminder in October 1993; their repiy has not be en
received (December 1993).

2.13 nEorrect allowanee of concessional rate
of taX

Under the Orissa Sales Tax Act, 1947, sale of goods of
the cIass or classes specif1ed in the certi ficate of registration
of the registered de alers Purchasin9 the goods as being intanded
Tor use in the manufacture or processing or packing of g00s for
sale or in mining or generation or distribution of electricitY or
any other form of power, is taxable at a concessioal rate of four
per Cent sub ject to production of a truee declaratiOn by the

Purchasing dealer or his authorised agent, in form-IV.

In Cuttack-I (West) Cirele three registered de alers sold
Paper worth Rs.32.18 lakhs during the ye ar 1990-91 to different
registered dealers. The sale was taxed at the concessional rate of
4 per cent on the strength of declaration in form-IV. Scrutiny of
the registration certificates of che Purchasing dealers owever
revealed that paper which was specified earlier was deleted from
their registration certificates wi th ef fect f rom September 1989.
As the sales were mad3e Subsequent to the deletion of the item
Paper' from the regis tration certi ficates, . the sales did not

qualify for bein taxed at the ConcesS1onal rate. The grant of
irregular concession l ed to short ievy of tax amounting to Rs.2.75
lakhs

On this be ing pointed out in audit (January 1993 andFebruary 1993), the assessing officers reopened the Cases(February 1993).
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The matter was reported to Government (March 1993

followed by a reminder (Oc tober 1993); the ir reply has not been

rece i ved (December 1993).

2.14 Non-1evy of interest on belated payment of taax

If a de aler defaults in makng payment of any amaunt of

tax by the due date specl fied in the notice issued to him, he

would be li able to pay interest on the amoun t due at 16 per cent

,

(6 per cent prior to 12 August 19e3) per annum fo the first three-

months and at 24 par cent (12 per cent prior to 12 August 1983)

there after under the Orissa Sales Tax Act, 1947 and at é per cent
for the first three months and at 12 per cent thereafter under thhe

Central Sales Tax (Orissa} Rules, 1957. However, no interest shal1l

be charged in 'respect of any amount which remained unpaid at any

time prior to i January 1971, under the State Act and prior to 1

July 1971, under the Central Act.

In 17* Comme rciall Tax Cireles, Sales Tax demands

aggregating Rs.39.94 l akhs which were due for co1lection during

1983-84 to 1991-92 (289 Case and Central Sales Tax demands

aggregatin9 Rs.4.45 1 akhs (16 cases) which were due for collect ion

durin9 1988-89 to 1991-92 were finally settled during the period

1987-88 to 1992-93 wi th the delay rangin9 up to 4 years Without

levy of 1nterest the belated payments. Interest not levied
On

worked out to Rs.4.49 lakhs

(1 Sambalpur-II circle, (2)Cuttack-I (West) circle,

(3)Cuttack-II circle, (4) Dhenkanal circle, (5)Sambalpur-I

Circle, (6) Rourke la-I c ircle , (7)Rourkel a-II circle

(8)Keon jhar circle, (9) Koraput-I circle (10)Bolangir-I

circle, (11)Mayurbhanj circie, (12)Puri-I circle, (13) Gan jam

II circle, (14) Bhubaneswar-II circle (15)Samb alpur-III

circle, (16)Cuttack-I (East) circle and (17)Cutt ack-I
(Central) circle
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On this being pointed out in audit (betwe en April 1992

and March 1993), the assessing officers agreed (between April 1992

to raise the demands. Reports on action taken haveand March 1993)
not been received (December 1993)

and June 1993) followad by a reminder in October 1993; their rep ly
has not been received (December 1993).

he cases were reported to Government (between June 1992



CHAP TER 3

TAXES ON MOTOR VEHICLES AND PASSENGERS

3.1 Resul ts of Auditt

Test check ofrecords relating to assessment, collection

and refunds of Motor Vehicles Tax in the offices of the State

Transport Authority, Orissa and Region al TranSport OffiCes

conducted in audit during 1992-93 reve aled under assessments and

losses of revenue amounting to Rs.254.69 lakhs 1n 7525 case,

which may broadly be categorised as under
No. of Amount
cases (Rupees

in lakhs)

1. Short-re al isation/
short-levy of Motor 600 27.44
Vehicle Tax/
Addi tional Tax

2. Nan-levy/non-real-
isati on of Motor Vehi-
cle T ax/Additional Tax

1043 47.05

3. Short/non-rea1 isat-
ion of compounding fees 128 2.65

2437 9.824. Short/non-re al 1sat-
ion of Composite Tax

5. Short/non-re alisat-
42 O.87ion of îrade Certificate

fees/tax

6 Loss due to other
irregularities 2 S 166.86

7525 254.69Total

the course of the year 1992-93 the ConcernedDuring

etc. of Rs,48.970 lakhs
accepted under-assessmentsbepar tment

1nvolving Rs. 10.96
invoi ving. 3524 cases out of which. 95 cases
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lakhs were pointed out in 1992-93 and the rest in earlier years. A

illustrative ses involving Rs.133.01 lakhs highlighting
few

observationss mentioned in the followingmportant audit are

paragraphs.

Short realisation/non-realisation of Composite tax under

the National Permit Scheme
3.2

Under the National Permit Scheme, the Operator of

public carrier goods vehicle authorised to ply in Orissa State but
registered in another State, is liable to pay composite tax at the
rate of Rs.1,500 per annum with e ffect from 1stt April 1986 to the

Government of Orissa. The composite tax which is in addition to
the motor vehicle tax and other taxes payable in the State of
registration of the vehicles is payable in advance, on or be fore
the 15th March every year. The owner of the vehicle, may, however,
at his option pay the composite tax in two equal instalments one
before 15 March and the other before 15 September. Such composite
tax payable is to be deposited with the State Transport Authority
of the home State through demand drafts in which the vehicle is
registered for onward transmission to the State Transport
Authority, Orissa

(a In the course of audit of the records of the StateTransport Authority, 0rissa, it was noticed May 1992 and July1992) that composite tax in respect of B00 vehicles had not be enrealised at the applicable rate of Rs.i,500 perperiods between April 1990
annum for the

vehicles were authorised to ply in Orissa. This resulted in short

and March 1991 durin9 whichh the

realisation of composite tax amounting to Rs.5.99 1akhs.
This was pointed out to the department1992 and July 1992) followed by a reminder in October 1993; their

in audit (May
final reply has not been received (December 1993).



(6)It was also noticed (May 1992) that composite tax in
respect of 708 vehicles was realised. only for a part af -the year
instead of for the ful1 year 1991-92 for whih the ehicles were
authorisedto ply in 0rissa. This resulted in non-real isation of
composite tax amounting to Rs.1.44 lakhs for the year 1991-92.

This was pointed out to the department in audit (May
1992) followed by a reminder in October 1993; their final reply
has not been received (December 1.993).

The above cases were reported to Government (November

1992 followed by reminders in October 1993 their reply has not
been rece ived (December 1993).

3.3 Non-realisation of penal ty for belated payment of
composite tax under National Permit Scheme

The Orissa Motor Vehicles Taxation les, 1976 provides

for 1evy af penalty on goods vehicles of other States plying in

Orissa under . the National Permit Scheme, the event of non-

payment of composite tax within the due date as prescribed under

the scheme. The Scheme provides for penal y Rs.100 f ach

month of def ault or any part thereof.

During the course of audit of the records of the State

Transport Authority, Orissa, it was noticed (May 1992) that 66

vehicles of other States plying in Orissa during April 1991 to

March 1992 paid composi te tax belatedly and the amount of penalty

on this account worked out to Rss. 1.44 lakhs The anount Was

neither collected by other states concerned and remitted to the

TransportTransport Authority,Orissa, the StatenorState

Authority , Orissa initiated any action to pursue the matter wi th

other State Transport Authorities.

On this being pointed out in audit (May 1992) the

State Transport Authority,Orissa stated that the matter would bbe
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State TranSport Authority for
taken up 4 i th the conce rned

realisatiort of there al isation off the dues. Further report on

amount has not yet been recei ved (December 1993).

The to the Government (November
mater repoted4as

1992) followed by a reminder in October 1993; their repiy has not

be'en received (December 1993).

3.4 Non/short realisation of. tax under reEiprocal agreement

Where in pursuance of any agreement between the

Government of rissa and Government of any other stateP, a stage

andcarriage plies on a route partly within the State of Drissa

partly in some other state, such stage carri age is liable to pay

additional tax calculated on the total distance covered by the

vehicle on such route in a day in the State of Orissa, at the

rates and in the manner speci fied under the Orissa Motor Vehicles

Taxation Act, 1975, as amended in 1986. Similarly goods vehicles of

other states entering the state of Orissa are also 1i able to pay

composite. tax (in 1ieu of additional tax payable for each entry) at
the rate of Rs.1500 per annum. Thee composite tax is payable in

3dvance in lump sum, on or be fore 15 Aprii every financial year by

rossed bank draft to the State Transport Authority of the State

forigin for. its onward transmission to the Statee TranSport

sthori ty, Orissa. In case of delay in payment af composi te tax,
enalty of Rs.100 for each calendar month of de fault is also

yable.in additi on to the composite tax.

(i In the course of audit of the records of the State
ansport Authority, Orissa, it noticed (July 1992)was that in
pect of 8 stage carriages belong1ng to other States authorised
Ply the inter-state2 route partly in Orissa and Partly in
er States, additional tax amounting to Rs.S2,089 for the period
Apri l 1991 to May 1992 was not re al ised.



On this being pointed out audit (July 1992in the

taxing officer agre ed to realise the amount (July 1992).

11In course of audit, of the records of five regions*

it was noticed (between August 1992 and March 1993) that motoT

vehicie tax and additional tax for the period from January 1989 to

Dctober 1992 in respect of 12 stage carriages authorised to ply on

inter state routes under reciproc al agreements was not correctly

computed and realised. The incorrect computation resulted in

short-realisation of tax amounting to Rs.1.51 lakhs.

On this being pointed out in audit (betwe en August 1992.
and March 1993 the taxin9 officers Bolangir, Mayurbhan j,
Sundargarh and Gan jam raised demand of Rs.i.12 lakhns between

of which Rs. 11,193 was

realised between (March 1993 and August 1993 wh i le others agreed

November 1992 and October 1993) Out

(October 1992 to March 1993) to realise the amount.

(iii Durin9 the Course of audit of records of State

Transport' authority, Drissa, it was noticed (April 1992) that 54

goods vehici es of Andhra Pradesh were allowed to ply in Orissa

under reciprocal agreement during the year 1991-92 but neither

composite tax amounting to Rs.81,000 leviable under the aforesaid

act for the period from April 1991 to March 1992 was collected,

nor penal ty of Rs. 64, 800 due in addition to the composi te tax

realsed

On this being pointed out in audit (May 1992), the State

Transport Authority, Orissa stated (July 1992) that the State

Transport Authority, Andhra Pradesh has been asked (July 1992) to

realise the dues. The report on realisation haS, however, not yet

been received (December 1993).

Bolan9ir, Sundargarh, Chandi khol,
Mayurbhanj and Gan jam
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to Government betwe enThe above were reportedCaseS

reminders in OctoberNovember 1992 and May 1993) fol lowed by

1993; their reply has not been received (December 1993).

3.5. Short-realisation of short term tax/fees

Motor Vehicles Tax and additional tax in respect of
transport Vehicles of other States not covered by reciproc al
agreements permitted to ply temporarily in Orissa is required to
be realised under sub-section 3 of section 4 of the Orissa Motor
Vehicles Taxation Act, 1975 (as amended in 1986)

The Central Zona Permit Scheme and Easten Zone Permit
Scheme in which Orissa and Uttar Pradesh were participating with
other states was valid from 1st April 1984 to 31st March '1989.
However, Government of Orissa withdrew from the above schemes,

from 2nd August'19866. After of the
with effect

1SSue
notif ication ,Orissa did not issue any permit under the Central and
Eastern Zone Permit Scheme to ather states vehicles. Consequently,
the ehicles of Uttar Pradesh not being covered by the reciprocal
agreenents, were not entitled to the concessional payment of
composite tax of Rs.1,O00 per annum but required to pay short term
tax.

A scrutiny of Uttar Pradesh reciproca1 agre ement records
at the office off the ate Transport Authority (STA, Orissa,
revealed that S.T.A, Uttar Pradesh had issued Central Zone and
Eastern Zone permits to the Uttar Pradesh based vehicles tooperate in the State of ürissa f rom April 1991 to March 1992 onrealisation of composite tax of Rs.1,000 per annum and Rs.500 perhalf. year and remitted the same through bank drafts to the S.T.A.,Orissa. The S.T.A.,, Orissa accepted Bank Drafts invalvingRs.27,500 in 39 cases instead of realising short term tax/feesamounting to Rs.2,02,125 under Orissa Motor Vehicles Taxation
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Act,1975. The differential short te rm tax/fees of Rs.1.75 lakhs
after ad justment of composite tax is sti11 to be realised.

On this being pointed out in audit May 92) the taxing

authority, S.T.A. ,Orissa, stated (July 1992) that steps would be

taken to realise the dues from Uttar Pradesh. Report of

realisation of the dues has not been received (December 1993).

The matter Was reported to Government (November 1992)

followed, by a reminder in October 1993; their reply has not been

received (December 1993).

Short realisation of tax in respect of ransport
(passenger) vehicles coming from other statess

3.6

Under the provisionsof Motor Vehiles Taxation Act,

1975, as amended, in 1986, temporary t ax token may be issued in

respect of transport vehicles coming from other states on payment

of short te rm tax sub ject to a minimum of 25% of the quarterly tax

based on the period to which temporary tax token re l ated

In course of audit of Chandikho region it was noticed

vehicles of other
(January 1993) that 27 transport(passenger)

paid
States entering Orissa between November 1990 and April 1992

short term tax e ither at border check 9ates or in the region at a

rate iower than that at which i t was payable, which resulted in

short realisation of short term tax amounting to Rs.1 .08 1akhs.

to department in audit (J anuary
This was pointed out

has not been received (December 1993).
1993) ; their final replyy

to Government (March 1993
The matter as reported

followed by a reminder in October 1993; their reply has not been

received (December 1993).
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Non-realisation/shart realísation af tax and additional
tax

3.7

Under the Orissa Motor Vehicles Taxation Act,1975, as

amended in 1986, tax payab le in respect of a stage Carria9e is to
be determined on the basis of number PassengerS (includ ing

standing passengers) which the vehicle is permittad to carry and

the, total distance it covers in a day as per the permit and such

tax is allowed to be paid month ly though permits are issued for

different periods. Further, if any such vehicle is found plying
W1thout permit, the tax paýab le shal1 be assessed on the b asis of

maximum number of passengers which the vehicle would
permitted to carry, reckoning the distance covered by it, in e ach

have been

day, exceeding 320as kms for which highest rate of tax is
applicable. Motor vehicles and additonal tax alsotax shall be

levied on every motor vehicle used or kept for use wi thin the
state at rates specified in the schedule, unless covered by off
road declarations.

Non comp1 iance of the above provisons resulted in non-
realisation/short realisation of tax amounting to Rs.46.78 l akhs
in respet of 1079 vehicles as per details given below:
Sl. Number Number Period Nature of Amaunt When Remarks
No. Of of irregularity of non- pointed

regions vehicles taxation levy/short out
levy
involved
(Rupees

in lakhs)

.16 Beteeen Not covered 16.38 Between May

1992 and
All the concerned taxing
officers agreed to
realise the dues while

(Stage July 1989

and Dece-
by offroad
declarations.Carriages

March 1993.
aber 1992

the taxing officer,
Cuttack issued demand

notices (December 1993)
(between June 1992 and
March 193)

Cuttack, Balasore, Bargarh, Bolangir, Bhubaneswar, Chandikhol, Dhenkanal, 6an jam,Keonjhar, Koraput, Mayurbhani, Phuibani, Puri, Rourkela, Sambalpur and Sundargarh.



Sl. Maaber Period Nature of Amournt When Remarks
Nunber

pointed
Out

af non
levy/short
levy
involved

Na. of of irregularity
regions vehitles taxation

(Rupees

in lakiis)

Adoption of dist- 0.93
ances different

Between July
1992 and

Al! the concerned taxing
Between

officers agreed to
(Stage
Carriages)

January
198% and February realise the dues

froa those per-
mitted to be

(between July 1992 and

February 1993).
1993une 1992

covered under

permit conditians.

All the concerned taxing

officers agreed to
réalise the dues

Collection of 2.65 Between June
3. 10 Between

1992 and
June 1992 taxes at ordinaryStage

Carriages)
March 1993.

and March service rates
(between July, 1992 and

February, 1993).1993. instead of
express service
rates.

Between May

1992 and

All the concerned taxing

officers agreed toBetween Non application 1.98
11

(Stage February of maximua dis-
March 1993 realise the dues

tance exceeding
320 kms for

carriages 1991 and
(be tween July 1992 and

March 1993).March 19992

levy of tax in
respect of
vehicles plying
without valid
permits.

ALl the concerned taxingBe tween May

1992 and
Period not 4.84

16 639 Be tween officers agreed to
Covered by

offroad
(Other April realise the duesMarch 1993

than 1987 and (between June 1992 and

stage March declaratio March 1993)

carriages 1992.
46.78

Tata}: 1079

Keanjhar, Sambalpur and Cuttack.

Polangir, Chandikhol, Cuttack, Bhubaneswar, Phulbani, Dhenkanal, Rourkela, Keonjhar,

Sundargarh and Koraput

Bargarh, Bolangir, Chandikhol, Cuttack, Dhenkanal, Ganjam, Keonihar, Koraput, Puri,

Sambalpur and Sundargarh.

Balasore, Bargarh, Bhubaneswar, Bolangir, Chandikhol, Cuttack, Dhenkanal, Ganjam,

Kalahandi, Keonjhar, Koraput, Mayurbhanj, Phulbani, Rourkela, Sanbalpur and Sundargarh.
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Thematter was reported to Government (be tween November

1992 and May 1993) followed by a reminder in October i993; their

final repiY has not been received (December 199S)..

Non-realisation of M.V.Taxes in respect of stage

carriages owned by 0.S.R.T.C
3.8

Under the Orissa Motor Vehicles T axation Act, 1975 (as

amended in 1986) motor vehicles tax and additional tax shall be

levied on every motor vehicle used or kept for use 11n the state

No tax is payable in respect of a vehicle which is not intended to

be used for any period, if prior intimation of such non-use 1S

9iven to the taxing officer on or before the date of expiry of the

period for which tax has been paid. The registrati on certificate,

fitness certif icate, Permit and the Current tax token of the

vehicle requi red to be Surrendered alongwith off-roadare

declaration. However, where the off-road declaration, is not

accepted by the taxing authority, th OwneT of the vehicle is

1iable to pay tax for the period.

In Gan j am region it was noticed during audit (August

1992) that off-road declarations in respect of three stage

carriages owned by the Orissa State Road Transport Corporationn

rejected the 9 round of non-submission of the validWere on

documents alongwith off-road declaration. Therefore, the owners of

the vehicles were liable to paY motor vehicles tax and additional

tax for the period covered under off-road declaration i.e. January

1992 to December 1992. The tax was, however, not levied. The
amount of tax and additional tax p ayable upto October 1992 by the
owners worked out to Rs.82,7700.

On this being pointed out in audit (August 1992) taxin9
officer issued demand notice (August 1992).
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The matter was reported to Gove rnment (January 1993)

.followed by a reminder in October 1993; their reply has not been
received (December 1993).

3.9 Non-realisation of tax in respect of Vehicles
violating off-road declarations

Under the Orissa Motor Vehicles Taxation Aet, 1975,ass
amended in 1986? motor vehicles tax and addit ional tax is not
payab le in respect of vehicle which are not intended to be used
for any period if prior intimation of such non-use is gi ven to the
taxing officer on or before the date of expiry of the period for
which tax has been paid specifying inter-alia the period of non-
use and the place where the motor vehicile is to be. kept during

such period. If at any ime durin9 the period covered by such

intimation, the vehicle is found tobe plying on the road or not

found at the declared place, it shall be deemed to have been used

throughout the said period and in sucH a Case the owner of the

vehicle is 1iable to pay tax and penalty as prescribed for the

entire period. for which it was declared off-road.

In nine regions*64 vehieles which had been decl ared
off-road by the ofthe vehicles for various periodsOwneS

(between April 1991 to March 1992) 4Were detected by the

en forcement staff as plying onthe road or not found at the

declared place durin9 the periods covered by Such off-road

declarations
.

But, no action was taken by the taxing officers to

realise the tax and levy penalty in respect ef 'such vehicles for

the periods for violation of the provisions of the Act. Tax

1eviable on these vehiCles amoun ted to Rs.6.25 lakhs. Besides,

penalty not exceeding Rs.12.50 lakhs could also be levied.

Balasore, Bolangir, Bhubaneswar, Gan jam, Kalahandi, Keon jhar
Koraput, Rourkela and Sambalpur



54

this eing pointed out (between July 1992 and March

1993)in audit, all the taxing officers agre ed (between July1992

March 1993) to the dues Furtheer repor ts afand realise

realisation have not been received.

The matteer reported Government (betweenwas

September 1992 and May 1993) followed by a reminder in October

1993; their reply has not been received (December 1993).

3.10 Irregular acceptance of off-road declarations
Without realisatian of arrear tax

Under the Orissa Motor Vehicles Taxation act, 1975, as
amended in 1986) whenever any motor vehicle is intended not to be
used for any period, the registered Owne or the Person hav ing
possession or control thereof shall, on or be fore the date of
expiry.of the te rm for which tax has been paid, deliver to the
taxin9 off icer an undertak ing duly S1gned specifying the period
durin9 which the vehicle shall remain off-road. The registration
certi ficate, fitness certificate, permit and current tax token off
the vehicle are also required to be surrendered al ongwith the off-
road declaration The Transport Commissioner, Orissaa also issued
instructions (September 1984) that before acceptance of off-road
declarations, it should be ensured that all taxes due till thedate of such off-road declarations are p aid.

It was noticed during the course of audit (between July1992 and March 1993) of the records pf Regional Transport 0fficesin four regions (Cuttack, Kalahand i, Keon jhar and Rourkela)(betwe én July 1992 and March 1973) that, though arre ars of taxesamounting to Rs.15.69 1akhs relating
between Nove mber 1987 and September 1772 were outstand ing against

to various period fall ing

54 vehicles, the off-raad declarations in ofvehic1es were accepted without rea1sation of arrears of tax.

respect those
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On this being pointed out in audit between (July 19972

and March 1993 the taxing officers agreed (between July 1992 and

March 1993) to realise the dues.

The matter was reported to Government (between September

1992 and May 1993 followed by a reminder in October 1993; their

repiy has not been received (December 1993).

3.11 Short real isat ion of tax in respect of contract
carri ages

Under. the 0rissa Motor Vehicles Taxation Act, 1975 (as

amended in 1986) motor vehicles tax in respect of contract

Carr1 ages is to be realised as per the rates prescribed under the

Act

in three regions (Bhub aneswar, Dhenkanal and Cuttack ) in

respect of 71 ContT act Carr1ages tax for different periods

1989 and July 1992 realised short due tobetween April as

adoption of incorrect ratesof tax or mistakes in computation.

This led to short reali sation of tax amounting to Rs.1.08 lakhs.

On this being pointed out in audit (between May 1992 and

November 1992) all the tax ing officers concerned agre ed to realise

the tax (June 1992 and December 1992).

The matter was reported to Government (betwe en November

1992 and February 1993) followed by areminder in October 1S93;

their reply has not been received (December 1993).

Short realisation of tax in respect of stage

carriages
3.12

Under the Orissa Motor Vehicles Taxation Act, 1975, as

amended in 1986 and 1989) when a motor vehicle in respect of which

tax for any period has been paid as per registration, is proposed
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for which higher rate of tax is payable,

to be used 1na manner

the owner of the vehicle is 1iable to pay the differential tax. In

determining such differential tax, any broken period in a month is

to be considered as a full month.

Durin9 the course of audit (between July 1992 and March

it was noticed that 91 stagge carri ages
1993) of nine regions*

March 1991 and March 1992) to ply
permitted (betwe enWere

temporarily as contract carfiages for which higher rate of tax was

realised amounted to Rs.3.29
Payable. The differential tax not

lakhs.

On this being pointe2d out in audit (between July 1992

1993) the taxinga officer Sundargarh issued demand
and March

the dues while other
notice (February 1993) for realisation of

taxing officers concerned agreed to real ise the dues(July 1992 to

March 1993). Further reports on realisation of dues have not been

received (December 1993).

The matter was reported to Government (between November

1992 and May 1993) followed by a reminder in October 1993; their

reply has not been received (December 1993)

Short realisation of Motor Vehicles tax and
additional tax in respect of goods carriages

3.13

Under the Orissa' Motor Vehicles Taxation Act, 1975S, (as

amended in 1986) motor vehicles tax and additional tax in respect

of a goods carriage is to be determined on the basis 0f the

registered 1aden weight of the vehicle and realised at the rate
specified in the Schedule appended to the Act.

Bhubaneswar, Cuttack, Balasore, Kalahand i, Dhenknal,Bolangir, Sambalpur, Sundargarh and Koraput
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: .

In six regions* it was noticed in audit (betwe en June

1992 and March 1993) that motor vehicles tax and addi tional tax in
respect of 17 9oods carri ages for the period fram November 1986 to

specified inMarch 1993 was not re alised according to the rates
the schedule appended to the Act with re ference to the permitted

l aden weight of the vehicles. This resulted in short real isation

af tax and additional tax amount ing to Rs.2.73 1 akhs.

On this be ing. pointed out in audit (between June 1992
and March 1993) the taxing officers concerned agreed to realise
the tax.

The matter was reported to Government (betwe en November
1992 and March 1993) fo1lowed by a reminder in October 1993; their

reply has not been received (December 1993).

Non-realisation of compounding fee at prescribed
rate

3.14

As per Government notification of 27 June 1984 under the
Motor Vehicles Act 1939, the minimum amount for compounding an

offence shall not be less than half of the maximum penal ty
therefor when such offence is cmmitted for the f irstprovided

When the same offence is Committed for a second ortime.

Subsequent time, the compounding fee shall not be less th an the

maximum penalty provided therefor. After the introduction of the
Motor Vehicles Act, 1988, Government issueed another noti fication
in January 1991 stipulating therein that the amount of compounding
fees under section 194 of the Act ibid sha1l be 50 per cent of the

maximum fine irrespective of the fact whether the offence is the
first one or subsequent one.

Keon jhar, Bhubaneswar, Gan jam, Bol angir, Cuttack and
Sundargarh
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(between September 1992 arDuring the course of audit

that compounding feMarch 1993) of six regions* it was noticed

for various offences in respect of 100 vehicles detected be twee

imposed at the prescribed rate

lower than th
May 1988 and January 1993 was not
The compoundin9 fee Was realised at a rate

prescribed rate of corresponding shortfee wh ich resulted in

realisation of compounding fee amounting to Rs.2.24 1akhs.

On this being pointed out in audit (between September

1992 and March 1993) the taxing office rs concerned agreed to take

action for real isation of the dues .

The matter was reported to Government (between January

1993 and May 1993) fol1owed by a reminder in October 1993; their

reply has not been received (December 1993).

3.15 Non-assignment of Orissa Registration Mark

Under the provisions of the Central Motor Vehicles
Act,1988 and the Central Motor vehicles Rules, 1989, when a motor
vehicle registered in one state has been kept in anotherstate for
a period exceeding 12 months, the owner of shallthe vehile
within a period of 30 days from the expiry of such period, apply
to the registering authority under whose jurisdiction the vehicle
is kept, for assignment of a new registration mark on payment of
prescribed fees under the Central Motor Vehicles Rules, 1989.

In the Course of audit of four regions (Bhubaneswar
Gan jam, Koraput and Dhenkanal? it was noticed (betwe en July 1992and February 1993) that 415 vehicles of other states though plyingin Orissa and regulariy paying tax upto date for more than oneyear had not been ass19ned Urissa reg1stration mark. This resultedin non-real isation of assi9nment fees amounting to Rs.51,880.

Phulbani, Mayurbhan j, Gan j am, Bolangir,Kalah and i and Sundargarh
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On this being pointed out in aud it (betwe en July 1992

and Feb ruary 1993) the taxing officer, Dhenkanal agreed (December

1992) to issue notice to al1 concerned to get the ir vehicles

ass19ned with Orissa registration mark, the taxing officers

(Ganjam and Koraput)stated (Dctober 1992 and February 1993) that

the owners of the vehicles would be instructed to apply for rissa

registration mark while taxin9 officer, Bhubaneswar agreed to

July 1992 take steps to comp lete the assignment of the veh icles.

The matter was reported to Government (between September

1992 and April 1993) followed by a reminder in October 1993; their

reply has not been recei ved (December 1993).

3.16 Non-levy of penalty for belated payment of Tax

Under thé 0rissa Motor Vehicles Taxation Act, 1975, as

amended in 1986, read ith Orissa Motor Vehicles Taxation Rules,

1976, penal ty is leviable, if a vehicle owner has not paid tax in

respect of his motor vehicles within such period as specified in

the Act and Rules ibid. In such a case, the taxing officer is

upto a max imum
empowered to impose penalty to the extent varying

of 200 per cent of the tax due depending upon the period of delay

in payment of taxes.

Durin9 the audit of 13* regi ons, it was noticed (between

that in respect of 191 vehicles of

taxing9
1992 and March 1993)

penalty t levied by the
different classes, Was

authorities though taxes were paid belatedly. This resul fed in

non-1evy of penal ty of Rs.20.36 1akhs for the period between Apri1

1991 and March 1992.

On this being pointed out in audit (between July

officers agreedall the concerned taxin91992 and Mareh 1993)

Balasore, Bhubaneswar, Bolangir, Cuttack, Chandikhol,
Dhenkanal, 6an j am, Keonjhar, Koraput, MayurbhanJ ,Rourkela,
Sambalpur and Sundargarh.
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Furtherbe tween July 1992 and March 1993) to realise the dues
eportS on realisation have not been received (December 1993).

Govermment (betwe enThe reported toCases Were2
September 1992 and May 1993) fol lowed by a reminder in Dctober
77 their reply has not be en received (December 1773

3.17 Issue of tax tokens without realisation of arrear
tax

Under the Orissa Motor Vehicles Taxation ACt, 1975, 3s
amended in 1986) tax tokens are to be issued only when ali arreartaxes and penalties are paid alongwith the tax for the Current

the
Period. when the taxfor any period has not been p3id, Or
period has not baen covered by off-road dec1äration, and continuesto remain unpaid for a period. of 15days from the due date ofpayment, the taxing officer is empowered to impose penalty at theprescribed rate.

In two regions (Keon jhar and Cuttack) ,tax tokensrespect of 27 vehicles were 1sSued be tween April 1989 and July1992 without realisation of arrears of tax for Past periodsamounting ta Rs.75,272. Penalty not exceeding Rs.1.51 lakhs whichcould be imposed under the Act was not levied.
On this being pointed oiut audit (between July 1992and December 1992) whilee th taxing officer,e

Keon jhar) statedDecember 1992) that action would be taken to real ise the arreardues, the taxing officer, Cuttack) agreed ( July 1992)action to 1ssue demand notice after examination of the casess.
to take

The cases were reported to Government (between September
1992 and January 1993) followed by a reminder in October
their reply has not been received (December 1993)).

1993



.18" Non-realisationn/short-realisation of motor vehicles tax

in respect of tractor/trai lor combnation

Motor Vehicles tax/additional tax respect of

combination requlred to be asseSsed andtractor/trailor 1S

schedule torealised atthe rates specified under item-5 of the

Government, however,the Orissa Motor Vehicles Taxation Act, 1975.

allowed a concession of 6 per Cent of tax in the of

tractor/trailor used exclusively for agriculturai purposes for the

1981 L 31st March 1991. No furtherperiod from ist April

Concession was given by the Government in this regard af ter March

1991. Thetax was revised with effect from ist October 1988.

Itwas naticed dur1ng the course of audit{between

February 1993 March 1993) of twO regions Earg arh andand

Bol angir) that in respect of 64 trac tor/trai lor combination used

exclusively for agricultural purposes, he appropriate motor

vehicles tax and additional tax for the period from April 19e9 to

March 1992 had not been realised. he Peri od was als not

covered by any off-road declarations. This resul ted Ln non-

realisation of tax amounting to Rs.1. 68 1akhs.

FebruaryOn this be ing pointed out in audit (between

an1993 and March 1993 the t axing offier, Bolangir realiSed

and raised demand foramount of Rs.9440 (July 1991 to July 1993)

the balance amount of Rs.25,660. The taxing officer Bargarh

agreed (March 1993) to realise the tax.

(betwe en(i) It was noticed during the course of audit

March 1993) of four regions (Bargarh,
June 1992 and

and Puri) that in respec t of 63 tractor and
Cuttack ,Keon jhar

tax for thhe
trailor combinations, motor vehicle tax/ additional
period October 1988 to March 1992 was e ither levied at pre-revised

or irregul ar concession allowed wh ich resulted in short
rate

realisation of tax amount in9 to Rs.91,00S.

,
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(between June 1992auditOn his being pointed out,

agreed to realiseand March 1993) the taxing officers concerneed
oe tween June 1992 and March 1993) the di fferent1 al tax.

bet4e ento GOvernmenThe above reportedCaseS were
in Octoberreminders1993 followed byyNovember 1992 and May

1993; their reply has not been received (December 177S

Non-re al isation/Short realisation of trade
certificate tax/fees

3.19

Rules, 1940,Under Orisa Motor Vehiclesthe

vehicles re requi red tomotormanuf acturers of or dealers
obtain annually Payin9 in advancea trade certificate

frOm thefees of such trade certific atesprescribed 1 respet
registerin9 authority with in whose area they have thei place of
business and to pay fees at the annual rate in advanCe in respect
of vehicles intheir possession in the course oftheir buinesS.
Under the Motor Vehicles Actt, 1939, amended in 1988, dealeraS

includes a person who is engaged in the manufacture of motorvehicles, or in building bodies for attachment to the ch asis.
Test check audit July 1992 1993)and March ofrecords in five regions. (Cuttack, Keonjhar, Puri ,Sambalpur andRourkela) revealed that in respect of 43 de alers and body buildersin motor vehicles trade certificate fees and tax notWerecollected or we re collected at a lower durin9rate the periodApril1 1988 and February 1993. This

between

led torealisation/short realisation of trade Certificate fees/taxesamounting to Rs.90, 150.

On th15 being pointed out in audit (bet ween July 1992 andMarch 1993 all the taxing officers (Cuttack, Rourkela, SambalpurKeonJhar and Puri agreed (between July. 1992 and February 1993) TOissue demand notices for realisation of Tax/fees.S.
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The matter was rsported to Government (November 1992 to

May 1993) followed by a reminder in October 1993; their reply has

not be en received (December 1993).



CHA P T ER
LAND REVENUE

4.i Resul ts of audit

Test check of records relating to asse55ment and

collection of Land Revenue conducted from April 1992 to March

1993 revealed non-assessment and non-ealis ation of revenue

amounting to Rs. 1017.51 lakhs in 55,e90 cases which may be broadly

categorised as under

Number Amoun t
of (Rupees

caseS in lakhs)

1.Noncollection oDf

premium and groundrent
etc from lands occu-
pied by local bodies
Government undertakings
and private parties etc. 71 630.75

2.Non-assessment/short
assessment and short
collection of water rate 88 126.3o

3.Non-assessment/Short
assessment/De lay in
assessment of land
revenue and cess. 2 O.71

4.Non-real 1sat 1on/Short
realisation of royalty
on mi1 rior-minerals. 346 73.78

S.Non-lease/ irregular
e ase of. sairat
SOurCes etc. 2645 13.96

6.0ther irregul arities 52738 172.01

S5890D 1017. 51
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During the course of the year 1992-93, the Concerned

Department accepted under assesSment etc. of Rs.12.35 lakhs

involved in 26 cases.

A few illustrative Cases highlighting important audit

observationss involving financial effect of Rs.410.3B 1akhs are

mentioned in the following paragraphs.

42 Non-real isation of interest on premium and ground

rent

According to Government order of February 1966, interest

is charge able at the rate of six per cent per annum on the amount

due to Gove rnment for the period from the date of the occupation

of the Government land til1 the date of the payment of dues where

Government land as been le ased. out to 1ocal bodieS, public

undertakings etc. on payment of premium and annual 9round rent..
(iIn Bhadrak Tahsil (Balasore district)Governmen t land

measuring 50.15 acres was in possession of the Orissa Fish Se ed

Development Corporation Limited from 1984-85. The prem1um and

ground rent amount ing to Rs.2.13 lakhs due for the period 1984-85

to 1989-90 were paid by the lessee in October 1989. However, no

1nterest was charged for. belated payment of the dues. The interest

payable worked out to Rs,74,744.

On this being pointed out in audit (April 1992) the

Tahasildar agreed April 1992? to t ake ac tion. for re alisat1on obf

the interestt.

The matter was reported to Government (Oc tober 1992

followed by a reminder in October 1993; their reply has not been

received (December 1993),

(ii In Balasore Tahas1 l, possess1on of Government land

measuring 171.39 Acres Was made 0ver to private Company
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amounting. to Rs.7.8ano Cess

akhsakhs for the period, from1987-86 to 7was paid

interest of Rs.1.42 1

1991-92-*"was paid by the
September 1787. Theground en

lakhs
LOmpany in March .1992 by a cheque. ne

Tor belatedpayment ofground rent as waive by theand Cess
Government order

of
the

Collector, Balasore (March 1992). As
ot provide forFebruary 1966 praviding for levy of 1nterest Goes not p rovi.

was irreguiar, which
waiver of interest, the waiver of interest

resul ted in loss of revenue of Rs.i.42 1akhs
.

,

to Department (June 1992his was. pointed out in audit
Government (December 1992)and March1993) and reported

beenfollowed by a reminde in 0ctobe r177Si their repiy has not bean

received (December 1993

Short real isation of premium, 9round rent, cess
due to valuation of land at lower rate

4.3

According to the instructions conta ined in Revenue

Department Orders of October 1961, May 1963 and February 1966,
Governmentland can be 1eased out to Commerciai departments,

public undertakings and priv ate institutions on p ayment of premiun
fixed on the basis of market value plus ground rent at the rate or
i per cent of the market value. Further. in cases where 1ands at
occupied in anticipation of formalities
value should be determined as on

Tor sanction, the marker

Tahasildar or asOn the date of. orcupation whichever is higne*

the date of recommendation or the

Inaddition, Ces at 50 per cent of the ground.rent is also ev.aas per Government orders af July 1987. Interest at the rate

able

per Cent per annum 1S hargeabie on belated payment of dues'a A scrutiny in audit of records of.(Rairakhol, Lakhanpur, Baliguda, Suruda, Tigria,

***

Seven Tahas113

and Bahalda,) revealed that advance possession of Gover

angiChoudwa
measuring 23.41 acres Was

rnment lano

de over to the Oriss5a
Electricity Board and .urissa Power Generation Corpora

State

: tionnLimited
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durin9the peioDd between 1960-61 and 1992-93. The fixation of

premium at lower rate resulted in short real 1sation of revenue to

the tune of Rs.47.07 1akhs the details of which are furnished

below

Sl. Name of Tahasil/Nane of Lessee Year of Extent Preaiun 6round Cess Interest
No. District Oceupation of land Rent

acres I n i akhs of Ru p e e s
Rairakho
0ist-Sambaipur Electricity Board

Grissa State 1991-92 9.50 0.07 0.03 0.15

2. 4.80 3.84 0.05 0.03Lakhanpur
Dist-Saabaipur Corporation

Orissa Power Generation 1992-93

Ltd. Banharpal

5 Tahasils Orissa State Between 9.11 25.40 5.47 0.04 8.84

(Baliguda,
Suruda, Tigiria,
Tangi-Choudwar,

Bahalda)

Electricity Board 1960-61

1984-85

Total 23.41 31.59 5.59 0.90 8.99

On this being pointed out 1naudit,T ahasildar concerned

agreed to final ise the lease and realise the dues.

This was pointed out to the department in audit dur ing

the periods June 1992, February 1993 and August 1989 to September

1992. Their final reply has not bean received (December 1993).

The matter was reported to Government (between October

1989 and April 1993) foilawed by a reminder in 0c tober 1993 their

reply has not been received (December 1993).

(b) {n four Tahasils (Binika, Bhanjanagar Jharsuguda,

and Bonaigarh ) Government 1and measuring 112.659 acres came under
occupat ion of Bodies/Corporations between 19%0-61 and 1984-85. The

leasehas neither been santtioned nor the le ase deed executed.



This resulted in, blockage of revenue toD the tune of Rs.302.004

akhsthe details of which are 9iven belOW
PremiumExtent 6round Cess Interest

Year ofNane of Tahasil/
District

Sl. Naneof Lessee
RentOccupation of land

(acres)
No.

'In l akhs of R uPe es)

Binika Notified Area 1977-78 0.599 2.72 0.41 0.08 2.66

Dist-Bolangir Council, Binika.

142.38 11.39 4.27 72.32Bhan janagar
Dist-6anjan

Lo Orissa Fish Seed 1984-85 $7.880
Dev. Corp.

17.34Jharsiguda
Dist-Saabalpur

South Easterm Coal 1983-84

Field Liaited.
49.900 33.41 3.21 1.38

Bonaigarh
Dist-Sundargarh

4 Regional Coop.
Market ing Society
Liaited.

1960-61 4.280 2.91 0.93 0.09 6.54

Total 12.659 181.42 15.94 5.82 98.86

The Tahasildarss concerned agreed February 1992,
September 1992 July 1990, March 1993 and November 1992) to take

action to regularise the cases

This was pointed out in audit (between July 1990 and
March 1993) and reported to Government (June 1992, January 193,
November 1990 and February 1993. The ir replies have not be en
received (December 1993).

4.4 Short levy of court fee

Under the 0rissa Public Demand Recovery Act,Tules thereunder, when
1962 andmade any publ ic demand payableperson other thanthe Collector is due, sueh. person may

to any

sendthe Certificate Dfficer, a written requisition in the prescribed
to

form. Everyy such requisition, except in such beprescribed, shall be char9eable by the Certificate 0fficer with a

cases as may
fee which would be payable under the Court Fees Act óf 1870 basedon the amount of recoVery as .mentioned in the requisition to De

.
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due Alf scheduled banks have been brought under the perview of

the Orissa Public Demand Recovery Act 1962 by Government of Orissa

order dated 13th September 1985.

In thirteen** Tahasils, Certificate requisitions Were

filed before the concerned Certificate 0f ficers (Tahasildars} by

certain banks during the periods from 1982 to 1990 for recovery, of

their dues amounting to Rs.47 lakhs in 1052 cases. Against fees

amounting to Rs.4.42 1 akhs leviable in respect of these cases,

only, Rs.0.68 1akh was 1evied which resulted in short levy of

Rs.3.74 lakhs. .

On this being pointed out (between September 1989 and

September 1992), the Certificate Officers Concerned agreed to

realise the dues by issue of notices to the banks concerned.

The matter was reported to Government (between December

1989 and January 1993) followed by a reminder in October 1993;

their reply has not been received (December 1993).

.Short realisation/non-real isation of royalty and surface

rent
4.5

Under the provisions of the Manual of Tahasil Account

read with the Orissa Minor Minerals Concession Rules, 1990, the

Revenue AuthoritY is empowered to grant permits for extraction of

minor minerals from Sovernment Land on realisation of royalty and

the

surface rent. The Gove rnment order of April 1984 prescribing

rate of royalty and surface rent was, revised with effect from 29th

August 1990 under the 0rissa Minor Minerals Concession Rules,

1990.

Basudevpur, Angu1, Kujang, Basta, Kishannagar, Kodinga,

Simulia, Jaleswar, Marsh aghai, Purushottampur, Kantaban ji,

Bhadrak and Bheden.
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In Dhenkanal Tah asil along term lease of sand bed was

9ranted to a lessee for the years 1989-90 to1993-94. Un scrutiny

1t wa noticed in audit November 1992) that royalty for the years

1770-71 and 1991-92 was realised at the pre-revised rate while the

shortin
surtace rent was not realised at all. This resulted

realisation of and non-realisation of
royalty of Rs.1.47 1akhs

Surface rent amounting to Rs.8,O00.

his was pointed out to Department in audit in November

1992; their final reply has not been received (December 1993)

The was reported to Government (Januarymatter

1993)followed by. a reminder in October 993; their .replY has not

been received (December 1993).

Non-realisation af premium, ground rent etc. from the

Orissa Cashew Development Corporation Limited4.6

According to Government orders issued in: January 1980,

Government wasteland would be leased out in favour of the Orissa

Cashew Development Corporation Limited (a. Government Company) for

cashew plantation on payment of premium (market value af land) and

rent, and the Corporation wouldd also--axecute a lease deed in a

preseribed form. Government fixed (March 1980) the market vaiue, at
Rs.250.00 per acre (irrespective of location and annual 9round

rent at 1 per cent of the market value for the first five years,

at 7 per cent for the next five years and at 4 per cent for the

next 10 years In addition, cess at 50 per ent of the ground

rent is also leviable as per Government orders of July 1997.

Interest at the rate of& per cent is charge able on belated
payment of dues.

In Dharmasala Tahasil of CuttacEk district, advace
DOSseSsion of Government land measurin9 741 acres and 404 acres
was made aver to the Orissa Cashew Development Corporationn
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Limited during 1981-82 and 1982-83 respectively subject to payment

of premium, 9round rent and cess e tc. The.corporation has neither

executed any 1ease deed so far nor paid any premium, ground ren
cess etc The total amoun t that as due for payment by the

1991-92 amounted toCorporation for the period f rom 1981-82 to

Rs.7.16 1akhs including interest .
1992) the

On this being pointed out 1n audit (July
corporationn wOuld be

1992 that theTah asildar stated July

requested EA KPFHE the lease dep

realised. The final' reply regarding further action taken has not

been received (December 1993).

The matter was reported to Government anuary 1993)

followed by a reminder in October 1993; their reply has not been

received (December 1993).

Non recovery of huge Government Revenue from a private

party
4.7

According to the instruetions issued by the Government,

in October. 1961, May
of Or15sa in Revenue and Exeise Department

land occup1ed by pub licE
and February 1966, Government.1963

institutionsdepartments and privatte
undertakings, Commercial

either with permission or in ant icipation of getting it, may. be

the

settled in theirfavour on payment of premium equivalent to

furtheof FebruarY 1966
The Government Orde

market Valu

stipulates that in cases where l ands are occupied in anticipation

of frmalities for sanction the market value should be determined

as onthe date of recommendation of the Tahasildar o as on the

rate is higher. Ground rent ei per
date of OCCupation whichever

Cent of the market value, and Cess @50 per cat of the ground rent

effective from 1986-87 are also payab le.
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audit August 1992) of Keon jhar

During9 the COurSe of

anas 1l, it was noticed that advance possession Of Government Land

acres was made over to a private Company in the

year 1980-81. According to Orissa Government, NoEification dated Ss

the land waas

measuring 429.79

fixed at Rs.625 per acre
August 1980, Premium af

ATLCn was revised to Rs.5,000 per acre and aga1n to Rs. 19,990 per

dated 1986 and July 1990
Juneacre as er Notification

so far, Premium
respeCtivelY. As the case has not been final 1sed

value of
the basis of market

and rent are to be calculated on

RS.10,O00 per acre. The dues for the peri od from 1980-81 to 1991-

92 adopting market value of land at the rate of Rs. 10,000 per acra
rent

Worked out to Rs.46.65 lakhs Premium Rs.42.98 1akhs, Ground

Rs.2.88 lakhs and Cess Rs.0.79 1 akh

Scrutiný further revealed that the cmpany paid Rs.2.56

l akhs in March 1988 which was calculated on the bas is of the value

of land at the rate of Rs.625/- par acre when the revised. rate of

Rs.5,00o per acre as per Gove rnment of Orissa Notification dated

June 1986 was already in force. The dues relating to the period

from 1980-81 to 1987-88 at the revised rata of Rs.5,000 worked out

to Rs.23.42 1 akh against which an amount of Rs.2.56 lakhs on ly

was deposited. Thus there was blockage of evenue amoun ting to
Rs.20.86 Lakhs from March 1988 to July 1990 and Rs.44.09 Lakhs

thereafter.

On this be ing pointed out in audit August 1992) the
Tahasi ldar stated that the dues would be re alised after sanetion
of the alienation.

The matter was reported to Government (December 1992)
and followed by a reminder in October 1993; their reply has no
been received (December 1993).
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CHAPTER S

STATE EXCISE AND OTHER TAX RECEIPTB

5.1 Resul ts of audit

(a) est check of the records in the of fices of the

Exaise department and other departmental of fices conducted during

the period from Apri1 1992 to March 1993, revealed non

realisstion short realisation of excise duty, entertainment tax,

stamp duty, registration fees and other irregularities amounting

to Rs.212.81 lakhs in 306 cases which may broad Iy be categorised

as under

Number of Amount
(Rupees in

lakhs )
Gases

Non-realisation 86 52.85
of duty

Short realiastion 32 50.28
of duty

Loss of revenue 6 1.64
due to destruc-
tion of beer/
wastage of spirit
in excess of the
permissible 1imit.
Other irregulari-
ties

132 76.054.

Total 256 180.822
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AmountNuaber of
Rupees inOTHER TAX RECE IPTS

cases lakhs)

31.43Entertainment tax
16

Other cases
31.4316

Total

Stamp duty and
Registration

12 O. 19

Short evy of
stamp duty,

registration
fee due to
under valuation.

14 O. 13
Short levy

of stamp dutyy
Registration
fees due to
misclass ifi-
cation of

documents.
0.24Irregular

exemption

Total 34 0.56

During the course of the year 1992-93, the concerned
departments accepted non realisation/short realiation etc. of
Rs.41.75 1akhs involved in 46 cases
involved in 3 cases were pointed out .in 1992-93 and the T

of which Rs.0.42 lakn

t n
the earl ier years

A few illustrative cases involving financia1Rs.26.22 akhs highlightingmentioned in the following paragraphs.

of
cial effect

areimportant audit observation
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S2. Non-realisation of Excise Duty at revised rates

Under the Medicinal and Toilet Preparations (Excise

Duties) Act, 1955, excise duty is leviable on all dutiable goods

at the rates 5pecified f rom time to time in the Schedule appended

thereto. Exeise duty is recoverable from the l icense95 Who

manufacture dutiable medicinal preparations who store 5uchOr

80ods in warehouse under the provisions of the rules 6 and 49 of

the Medicinal and Toilet Preparations (Excise Duties) Rules, 1956.

The rates of excise duty was ravis ed with effect from 1st March

1989.

During the course of audit(March 1993) of Superintendent

of Excise, Phulbani, it was noticed that in respect of one bonded

manufacturer of medicinal preparations, excise duty was real ised

at the pre-revised, rates for the years 1990-91 and 1991-92, which

resulted in non realisation of revenue amounting to Rs. 1.08 lakhs.

On this being pointed out in audit, the Superintendent

of Excise, Phulbani stated March 1993) that the duty at enhanced

rates could not be realised due to non-receipt of the above

notification and agreed to real ise the differential duty.

The matter repor ted to Government (April1was

1993) followed "by a reminder in 0ctober 1993; their reply has not

been received (December 1993).

5.3 Loss of revenue due to non-confirmation of
provisional settlement of country spirit shoP

Under the provis ions of Bihar and 0rissa Excise Act

1915and Rules ada thereunder, the State Government is competent

to grant exclusive privilege for such pariod as it may think fit

toany person for sellin8 country spirity also cancel oras

suspend the same for v iolation of any of the Gonditions of the

privilege. In the event of cancellation, the excl usive privilege
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at
Sput to reauction for the unexpired period and 1t 18 5ettl9d A

the loss and risk of the outgoing exclusive privilege hol der.

it1992)(November was
of auditDuring the course

noticed that one country spirit shop in the district of Sambal pun

was provisional ly settled (March 1991) by the Gollector in favou

Of the highest bidder for the year 1991-92 and the propo5al wa

But the Government did notsent to Government for confir mation.
same and directe2d (March 1991) for resettl ement by

the bid
confirm the

there response to
auction-cum-tender basis. As was

the proposal, was again 5ent to Government (March

originally
during reauction,

settl ement1991) for conf irmation of the provisional

made in favour of the highest bidder, which Gover nmentSame

confirmed in September 1991. But the original bidder refus ed to
accept the provisional settl ement made earlier as it was not

confirmed in time. As a result the shop could not function for ths

whole year (1991-92) and Government sus tained a l0ss of revenue of

Rs.2.88. lakhs for the year towards monthly consideration money and
excise duty on.a minimum guaranteed quanti ty of country spirit.

On this being pointed out in aud it (November 1992) the
Superintendent of Excise stated (December 1992) that the h ighest
auction purchaser refused to take the license. But the fact
remained that, had the provisional settlement made in favour of
the bidder been confirmed in time, the loss could have been
avoided.

The matter reported to Government (February 1993
Was

followed by a reminder in October 1993; theirreceived (December 1993). repiy has not been

Loss of revenue due to irregular deduction fromthe stock of molasses
5.4

Under the provisions of clause 9owner of sugar f actoryy
order, 1961, of Molasses Controlevery

and Industrialevery
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.
undertaking receiving or using molass9S is required to maintain

such books, accounts and records relating to the production and

disposal of molasses be prescribed by the Molassesas may

Contro1ler from time to time.

During course of audit of the records of the District

Exeise 0ffice, Sambal pur (December 1991) it was noticed that a

quantity of 207.936 MT of mol asses was deducted from the stock on

the Eround that the stock Written off by the Molasseswas

Control ler (Excise Commissioner Orissa). However, the relevent

Write off order could not be made avai labl e to aud it. On an

enquiry by audit ( July 1982) in the office of the Commissioner of

Excise, Orissa, it came to li ght that neither any write off

proposal was received nor the stock was written off. The reduction

in the stock was therefore, irregular, which led to Ioss off

Rs.9.86 lakh based on the total yeild of rectifiedrevenue of

spirit at 82, 134.72 LPL expected to be extracted on the quantity

per MT of
Of molas5es 0f 207.936 MT at the rate of 395 LPL

molasses as laid down by the Deputy Commissioner of Excise in May

1976.

On this being pointed out in audit ( December 1991), the

Superintendent of Excise, Sambal pur raised demand of Rs.9.86 lakhs

(December 1992).

March 1992)
The matter reported to Government

followed by a reminder in October. 1993; their reply has not been

received (December 1993).

5.5 Short realisation of revenue due to non-removal of

stock within prescribed time limit

Under Board' s Excise Rul es, 1965, stocks of Indian Made

Foreign Liquor IMPL) are, required to be removed by the l icensees

from .the 'Bond" to trade off" before expiry of three mon ths from

the date of storing.



78.

WIth effect from 1April 1992 the rateS of exCise duty

ProofLondon
in respect of IMFL costing than Rs.90.00 per

more
and fromto Rs.82.00o

Litre (LPL from Rs.94.00were reduced

Rs.56/- to Rs.52/-in respect of other i MF L

Durin9 course of audit of nine* District Excise Dffices

a noticed (July 1992 to March 1993) that 9512.27 LPL of IMFL

Costin9 more than Rs.90 per LPL and 7707.5 LPL of other IMFL were

1992 despite the
not removed from bond to trade off by 31 March

old by that time. The non-
stock being more than three months

removal of stock within the prescribed time 1imit resulted in

OSs of revenue amount ing to Rs.i.45 lakhs on account of reduction

in the rate of duty from 1 April 1992 as per noti fication dated

28 March 1992.

On thi being pointed aut in audit .(July 1992 to March

1993) Superintendent of Excise, Cuttack stated (August 1992) that

the notificatiorn containing revision of rates of duty was received
1ate (4 April 1992) and no action could be taken prior to 31 March

1992. The Superintendents of Excise, Koraput, Puri, BariPada
stated December 1992, July 1992 and January 1993 that action
wOuld be taken for issue notices for realisation of
differential duty. The Superintendent of Excise, Sambalpur stated
that instructions were being issued again to bond of ficers in-
charge of bonds to follow the orders strictly for removal of
stocks. Replies were not received from other offices..

The matter was reported to Government (betwe en December1992 and April 1993). followed by a reminder in October 1993; theirreply has not been recei ved (December 1993).

Cuttack, Puri, Sambalpur , Koraput, Balasore, Gan j am,Mayurbhan j, ,Dhenkana and Sundargarh.



5.6 Loss of revenue due to excess wastage of spirit.

in

Under Board 's Excise Rules, 1965, wastage of spirit

the process of storage in a distillery, is allowable to the eXtent

of i.5 per cent per year. Such wastage upto 2 per cen6 Can be

Considered by the Excise Commissioner, on an appiicattion Tade y

the distiller( L1cencee) through appropriate authority. In oher

words wastage beyond 2 per cent in operation is not allowed and

therefore li able for duty.

Durin9 the course of audit af District Excise office,

Puri (May 1992), it was noticed that a distiller a bott1 ing unit

4,496.980
durin9 1991-92 wasta9e of

of I.M.F.L. ) had shown
a

London Proof Litres of rectified spirit (i.e 3.76 per cent)

against the maximum pe rmissible allowance of 239i.156e LPL (2 per

ExCise Duty

cent of 1,19,5S7.838 LPL) of rectified Spir1t.
the

amounting to Rs.1.64 lakhs calculated Rs.78.00 per LPL on

excess wastage of 2105.8232 LPL charge able from the distiller, wass

not charged. This was pointed out in audit. in July 1992; final

reply has not been received so fa (December 1993).

The matter was reported to Government in December 1992

followed by a reminder in 0ctobeF 199; their reply has not been

received (December 1993).

Short-levy of excise duty on beer due to al lowance

of inadmissible wastage5.7

Under the Board 's Exc1se Rules, 1965, an allowance of 10

per cent of the monthiy total charges shali be made on account of

wastage wh ich shall not be subjected to duty. in the process of

manufac ture of beer, the difference be tween Wort produced and

beer bottled is considered as wastage.

In course of audit of the accounts of the Superintendent

of Excise, Cuttack (July 1992) itwas noticed (July 1992)



that Out of 49,6, THNI b! l t

the Case of adiStillery-cum-bre we ry
teyearthe brewerY during

produced byy

1991-92, an all lowance of 4,96,000 bulk 1tres
litres (B.L of WOrt

3rds

wOrt'produced) eavi rig 44,64, j
wastage (1Q pen cent of

1itres of for manufac ture of Dear s 9 Gttig
wort avai lable

er
he brewery had, however, bottled only 41,33,361./ . f beg

durin9 the year. Thus, there was an eceSS w3S39?DT i, I, 43e.255

bulk litres of beer. (over and above the permissible i 1miti.

On this be1ng pointed out (Juiy 172 1 43S Contended

by the Superintendent of Excise Cuttack that produCad on

any particul ar day would ultimately. e Converted Into beer for

bottling after 15 to 30 days and that the l1cenSee n ad storing

capac ity of 40 1akh bulk 1itres. On Scrutiny by audit, it as
notiCed that the licensee did not maintain separate for3CtouNt

e ach brewing indicating the quant 1ty of produCed, beer
bottied and the wastage wh1ch occurned during the above peri0d.
Even after taking 1nto Considerat ion the perid of 20 dayys
required to convert wort 1nto beer the total
42,77,806.6 B.L. of beer was bottled during the period of one yaar

quantity of oniy

i.e.from 21 April 1991 to 20 Apri l 1992 out 44,64, 00 buik1itres of 'wort availabie for bottling (after allowing adm1ss1bie

of

wastage) le aving a dif ference of 1,86, 194 bulk litres onduty 1S leviabie. The excesS wastage
which

resulted 1n loss of. exc158duty amounting to Rs.9.31 1akhs (calculatedlitre). at Rs.5 per bulk

The matter was reported to Government 1992)followed by a reminder in betober i993; their reply has not beE

(Dece mber
received (December 1993).



CHAPTER

FOREST AND OTHER NON TAI RECE IPTS

6.1 Resul ts of audit

a) Test check of the records maintained in the Forest

Divisions and other departmental offices conducted during the

year 1992-93 revealed non/short-recovery of dues and 1oss of

revenue etc. amounting to Rs.1865.06 lakhs in 2313 cases which

broadly fall under following categories:

Forest Receipts

No. of Amount
(Rupees
in lakhs)

cases

1. Loss of revenue due to
non-disposal1 of forest
produce by sale. 80 26.29

2. Non-reali sation of
compensation/royalty 474 97.05

3. Non-levy/short levy
of interest on
delayed payment obf

consideration money/
royalty. 776 21.45

4.0ther irregularities 795 467.29

2125 612.08



.

82

Mining Receipts

Amoun tNo. obf

Rupees incases5
lakhs

4.4541.Non levy/short 1evy

of royalty, cess,
surface rent and
de ad rent

2.71592.Non-recovery/short
recovery of interest

11 0.223.Non-real1sation of
cost of ores in
respect of mines
worked without
valid lease.

8.294.Non-realisation/under
assessment of dead
rent, cess, royalty
and interest

5.0ther irregularities 70 3.85

150 19-52

c Departmental Receipts

1.Short levy af interest 61.95
2.0ther cases S2 1171.51

-
38 1233.46

Durin9 the the year 1992-93, the
COurse of

Concerrieddepartments accepted underr asseSsment ett of RS.235.23 lakhsinvolved 1n 99 Cases pertainin9 toprevioUS Ye ars and Rs.18.21akhs in 3 cases relating to 1992-93.
A few illustrative Cases highlightin9 1 mportant

irregul arities involving9 tinancial effect of Rs.117.07 1 akhs arementioned in the foli OWing paragraphs5.
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6.2 Loss of revenue on sale of sal seeds at lower

rate

Consequent upon nationalisation of sal seeds collection
,

Government appointed Orissa Forest Development Corporation Limited

as the sole agent for purchase and tr ade af sal seedS for the ye ar
71. Accordingly the Government appointed an Empowered Committtee

for disposal of 3,749 MT of sal seeds collected durin9 1991 The

Committee fixed the rate af disposal at Rs.4,453 per M.T. and

aliotted 36,000 M.T. of sal seeds among six parties after inviting

tenders (July 1991 and holding negotiations and the balance of

S,749 M.T. to a local unit (against his projected requirement of

12,000 M.T.) recommended by the Man aging Director of Industrial

Promotion and Investment Corporation of Orissa Limited ( IPICOL
nit in the

inspite of the unsatisfactory performance of the local

past.

Later (September 1991) the quota of the local unit was

On the basis of recommendation of
enhanced to 8,000 .T. again

the quantities of other
Manag ing Director of IP ICOL by reducing

six parties to 31,749 M.T. In case of fai lure of any party to 1ift

the allotted stock it was to be reallotted to other parties on pro

rata basiss and a cond1tion to this ef fect sas to be inserted in

their agreements.

As the local unit fa1led to deposit the security money

and e xecute the agre ement, his earnest money deposit amountin9 to

reallattedBut tie stock was not
Rs.1. 20 1akhs was forfeited.

among the other s1x parties and was retendered in December 1991.

salretender and negoti.ations, B139.889 M.T. of
As a resuit of

seeds were disposed of among four parties at the rate of Rs.33S0/-

four Dart1es, thre8
per M.7. against Rs.4,453/-. Out of the

parties to whon 6110 .T. of sal seeds were sold at Rs.3350/- per

.T. were from among the or191n al s1Xto whom sal seeds were sold
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earlier at Rs.4, 453/-, per M.T. The sale of sal seed at iower rate

This

cOuld have been avoided if (i) initially no allotment was made to
(1i)

resulted in loss of revenue to the extent of Rs.E9.78 1akhs.

the i Dea! unit whose past performancE Was unsatistaCtory or

if the quanti ty not lifted by the local unit was distributed among

the orignal six parties at the earlier rates, three of whom were

fat Iower ratesal seeds5to Purchase 6110 M.T. ofallowed

Rs.S350/- per M.T. on re tender and gain a financial advantage of

Rs.67.39 1akhs.

out audit (July 1992),On this being pointeed

stated (July 1992)Chief Conservator of Forest ,OrissaPrinCipal

Empowered pmmittee by theof consti tution ofthat View

should be offered by GOve rnment
Government necessarY Comments
on ly.

(September 1992,
The matter was reported to Governmennt

October 1993 and November 1993); their neply is awaited (December
1993).

6.3 Short realisation of royalty

As per the guidelines prescribed in Chief Conservator ofForest, Orissa Cireular /Order dated 7.6.82 for computation ofunits in forest coupes in respect of irregular lots 1.e. felledand stacked timber, actual volume and not the unit is to be takeninto consideration while computin9 the timber content and fixin9royalty.

In cOurs5e of audit of Divisional Foresst Office.Nowrangpur in the distict of Koraput, it was noticed (September1990 that a lot comprising 431 fallen trees comprising 833 un i tstimbeT. was sold to M/S Orissa

with volume of 11346 cft.
a

of
Forest Corporation Limited for aa royalty of Rs.4.79 lakhs. The
royalty Was fixed collectedan

on the basis of un it value
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instead of actual vol ume excluding departmental chargees in

salvag ing the treess. This resul ted in short realisation of

revenue amounting to Rs. 4.89 lakhs.

Government s tated (October 1992) that a revised demand

of Rs. 10.33 1akhs had been raised (March 1991).

Loss of revenue due to irregular fixation of

royalty
6.4

According to the procedure laid down by the Principal

Chief Conservator of Forests, Or issa, in June 1982 royal ty in

the Orissa Forestrespect of forest coupes s9ttled with

Development Corporation Limited is to be determ ined with reference

to the unit of t imber available in the coupe. The unit is computed

with reference to the ratio adopted on the basis of cl assification
of the species and girth class of trees marked for felling. The

the number of units in achprice is calculated by multiplyinB

coupe with the unit cost fi ed in the prescribed manner.

During the audit of Divisional Forest Office,

Parlakhemundi, it was noticed (July 1992) that royalty in respect

1361 trees of
of a coupe with 1807 number of trees comprising

content of 468 units and 448
different girth class with timber

number of poles, was provis ional ly fixed at Rs.92, 583 on actual

outturn basis. However, the royal ty 'when calculated on the basis

the
of the unit price of timber, works Out to Rs.2. 10 lakhs. Thus

fixation of royalty on the basis of actual outturn resulted in

underassessment of royalty amounting to Rs. 1. 18 lakhs.

the GOvernment (September
The matter was report9d to

1992). The Government intimated (October 1993) that rev ised demand

of Rs. 2. 15 lakhs had been rais ed out of which an amount of Rs. 1.05

lakhs has since been recovered (March 1993)
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Non-1evy of interest on belated payment of

consideration money/royalty

1966, ifOrissa Forest Contract Rules,Under the

Contrac tor fails to pay any instalments of consideration money for

to paysale of forest coupes to him by the due date. he is 11able

nterest at the rate of 6'/ per cent per annum on the instalments

ofleasewere appliCasle toin de fault.These povisions

forest coupes 9iven to the Orissa Farest Deve lopment Corporationn

Limited as clarified by Government.

Durin9 the course of audit (between May 1992 and January

3f 8 Forest Divisions, it was noticed that the lessees had

defaulted in payment of consideration money/royalty. The delay in
paymentranged from 1month to 3o mon ths. But no interest was

resulted in non-levy oflevied onsucr belated payment. This

as shown in the t ab leinterest to thee tune of Rs.11.01 lakhs
below

Sl. Name of the Nature Year Period of Acunt Rea r ksNo. Forest of delay of interest
(Rupees

in lakhs)

Division objectian

T.a eypore belay in 1988-89 29 months Payable by
a private
company.

0.44
payment of
royalty

b1J Jeypore -do 1990-91 12 to 13 months 0.44 Payable by
Orissa Forest
Development

Carporation
Ltd.

Puri -d0 1989-90 8 1/2 months 0.37
-do-and to

1990-91 11 1/2 man ths
Nowrangpur do 1989-90 1 to 23 aOn ths 4.12

-doto
1991-92

4 Karanji1a -do 1990-91 7 to 19 month 0.48
-do-
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Nane of the Nature Year Period of Aunt Rear ks
of interest
(Rupees

in lakhs

delayForest
Division

of
objectian

Payable by

Orissa ForestSabalpur Delay in 1989-90 1/2 onth 0.32
topaynent of

royalty
and

Developaent

Corporation
1991-92 30 months

Ltd.

1990-91 3 to 9 on ths 0.19 doDhenkanal

1991-92

1990-91 8Months 4.07 -do. Keonjhar -do
-do1990-91 2 to 21 months 0.58

11.01
8. Athaallik -do

Total

On this being pointed out (between September 1992 and

February 1993) the. Divisional Forest 0fficers concerned ageed to

realise the interest.

The matter. was reported to the Government (between June

1992 and April, 1993) fo1 lowed by a reminder in October 1993; their

reply has not been received (December i993).

6.6 Short realisation of royalty on minor minerals

(OMMC)Rules,Mineral Concession
Under the Orissa Minr

Forest1990 the Divis ional
1990, effect1ve from 14th August

declared Competent
f Forest Department ave been

0fficers o

for extraction of minor minerals from
authority to 9rant lease

forest areas. Accordng to rule 13 (1i) of the Rules ibid royalty

beleased shallfrom the areaextractedm1nerals
recoverable at the rates specified in Schedule I.

Durin9 audit of Forest Divis1ons, Balliguda and Phulbani
totalMarch 1993 that a

1993 and
it Was noticed (February

quantity of 2,05,860 c ft. of different minor minerals was removed

K
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Ofdurin9 the period from September 1990 to. March 1972 on payment

rates effective be fore the i ssue of oMMC Rules 199o

amounting to
royalty at

which resulted in short realisation of royalty

Rs.89,895.

On this being pointed out in audit (February 1993 and

statedMarch 1993), the Divisional Forest Officer, Bal1liguda stated1993,
(Marc 1993 that OMMC Ru!es not applicable to Forestwere

Department and that clarification Were sough t for from higher

authority, while the Division al Forest Officer, Phulbani stated

that the Principal Chief Conservator of Forests, Orissa, Was

being requested to issue clarification on imp lementat1on of OMMC

Rules, 1990. However the reply of the department is not tenab le as
under Schedule IV of Rules ibid the Divis1onal Forest Officers
have been declared competent authority for gr ant of permts/le ase
for extraction of minor minerals from forest are as and to recover
royalty due thereon.

The matter reported
1993 followed by a reminder. in October 1973; their replY has not

Was to Govenment Apri1

been received (December 1993).

6.7 Non-realisation of Compensation

Under the 0rissa Forest Contract Rules 1966, a foretcontr actor is 1 i able to pay compensation as may b fixed by the
Forest Officer for damage caused by the contractor to Governmentforest. In the event of his failure to paPay Compensat 1on, h1sContract is liable to be teminated and therecovered from his security

dues are to be
deposit and the balancearrears ot land revenue. if any as

Durin9 the cOurse of audit(Athagarh, Ball1guda, in 4 orest DivisionsRairakhol
compensation

and Bonai) itamounting to Rs.9.31 lakhs
thatas noticed

had not been recovered
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from aprivateparty (Rs.0,43 l akh) and Or15sa Forest De velopment

Corporation Ltd. (Rs.8.88 1 akhs) for the period Apr 11 197: to March

1978 and April 1987 to March 1991 respectively.

ta Goveriinen t/ Depa tmentE
he Teportedmatter. as

June 1992), followed y rm1 nder n

betwe en March 1992 to

not ben reca 1 ed ece mber
October 1993 their replies have

1993).
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GOVERNMENT OF ORISSA

For ReadPage
No.

Relerenceto
Para *Line

4th line of para
under Head' of
Revenue-3
StatlonerTy

13

cerificate ctilica

25 2.2.10(ii) In the 2nd
line irom bottom
the word "of"
may be inserted
between the words
"strength" and
"these".

In the Ist
line of Table
SI.No.1

2.8

under remarks
column rasised raised

69 4.4 In the Ist
line pervlew purvie

'
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