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PREFATORY REMARKS

The Audit Reporton Revenue Rece1pts of the Govern-
ment of Haryana, for the year 1983-84, ispresented in this

separate volume, The Report has been- arranged in the -

followmg order :—

@) Chapter 1 refers to trend of revenue receipts
‘classifying them broadly under tax revenue and

non-tax revenue, the variations between the -

- Budget estimates and the actual receipts under
principal heads of revenue, the revenue in
arrears for collection and the audit objections

and inspection reports outstandmg for settle=_

- ment

(ii) In Chapters 2 to 6 are. set out some of the

important irregularities which came to the

— notice of Audit during test check of records -

. relating to Sales Tax, State Excise, Taxes on
- Motor Vehicles and Other Tax and Non- Tax
Receipts. : ‘

(vil) |







|

CHAPTER 1
GENERAL
1._1. | Trend of Revenue Receipts

The tax and non-tax revenue raised by the Govern-
ment of Haryana during the year 1983-84, the share of
taxes and grants-in-aid received from the Government of
India during the yearand the corresponding figures for the
preceding two years are given below :—

1981-82  1982-83  1983-84
(In crores of rupees)

I. Revenue raised by the
State Government—

(a) Tax Revenue 2,90.62 3,36.68 3,65.88
(b) Non-Tax Revenue 1,37.98  1,59.88 1,79.54
Total (I) 4,28.60 4,96.56. 5,45.42

II. Receipts from Government
of India—

(a) State’s share of net
proceeds of divisible

Union Taxes 68.03 72.60  80.78

(b) Grants-in-aid 39.44 42 .46 72.40%*
Total (II) 1,07.47 1,15.06 1,53.18

ITI. Total receipts of the .
State (I41I) 5,36.07 6,11.62 6,98.60

IV. Percentage of I to III 80 81 78

*For details see Statement No. 11—Detailed accounts

of revenue by minor heads in the Finance Accounts of the .

Government of Haryana 1983-84.
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(i) The details of the tax revenue raised during =~ ..
the year 1983-84 alongsuie ﬁgures for the preoedlng two T
- years are glven below —

»1

1981- 82 1982 83 1983 84 Percentage L —
Increase T
(+) or —
‘Decrease

(>)in

1983-84.

over : -
1982-33

T , n(][n crores of rupees)
1. Sales Tax 1,38.37  1,59.26 ' 1,66.52  (+) §
2. StateExcise 51.99 6191  68.40 (+)10
3. Taxes on ' IR ; "

‘Goods and o - '
. Passengers o 39.65 46.26 - 51.34 () 11 | VA

4, Stamps and ‘
- Registration - - -
Fees - 25.37 - 25.18 . 28,08 () 12

I/ i

5. ;'I[‘aXés and
Duties on ) a : .
* Electricity = - 12.70 19.77. '26.19_= (+) 32

- 6. :Taxes on : o e
- Vehicles - 10.75 - 11.54 12,65 ()10

7. Land Revenue  3.64  3.38  3.76 (4)1I

8. .Other Taxes.anrd

- Duties on . ,
‘Commodities o : '
and Services - 8.15 9.38¢. =~ 8.94 (—) 5

'Total " 2,90.62 3536.68 3,65.88 (£ 9 €

(a) Increase in sales tax recelpts as compared 10
-previous year ‘was stated by the department to be due
to speedy dlsposal of pending’ assessments and Dbetter
reahsatmn of arrears, v

o T



—
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3

: (b) increase in state excise recelpts as compared
to previous year was attributed to higher bids received
on auction -of licences for vendlng liquor and more sale

~bf country liquor.

(c) Increase in recelpts ‘from taxes on goods and
passengers as compared to - previous year was due to
increase in traffic and better control and superv1s1on by

‘the department

@) The increase in stamp and reglstratron fee

' receipts ‘as compared to previous year was stated to be

due. to 1ncrease in transactlons in- property.

(e) The increase in recelpts from electrlcrty duty

“as .compared to preVrous year was malnly due to more

sale of electricity.

(i) The details of the ‘major mnon- tax revenues
received during the year 1983-84 - alongside ﬁgures for

- the preceding two years are given below :—

1981-82 1982- -83  1983- 84 Percentage -

Increase -
(4) or
Decrease
(—) in
1983-84
over
» A 1982-83
o (][n crores of rupees)
1. Road and Water -

' Transport Services 59.03 66.17 73. '75 (P11
2. Interest 39.88  46.95  53.03 ()13
3. Miscellaneous - S S

General Services  3.63 8.23 10.93  (+4)33
4. Medical - 0.99 3.08 283 ()8
5. Mines and - S a

- Minerals - 1.72 2.41 4.04  (+)68

6. Others 32,73  33.04  34.96 (P 6

 Total . 1,37.98 1,59.88 1,79.54- ()12



4

(a) Increase in receipts under road and water
transport services was due to increase in the services
provided.

(b) More receipts from interest were due to larger
receipts of interest from departmental commercial under-
takings and Public sector undertakings.

(c) Increased receipts under mines and minerals
were due to forfeiture of security on non-fulfilment of
contracts.

1.2. Variations between Budget estimates and actuals

The variations between the Budget estimates of
revenue for the year 1983-84 and the actual receipts,
alongside figures for the preceding two years, are given
in detail in Appendix—I.

The actual receipts were less than the budget esti-
mates for 1983-84 under the revenue heads sales tax, taxes
on goods and passengers, stamp duty and registration fee
and road and water transport services. The budget esti-
mates would appear to have been high in view of the
fact that actual receipts in 1983-84 were more than in
the previous year.

1.3. Cost of collection

. Expenditure incurred in collecting the major revenue
receipts during the year 1983-84 and figures for the two
preceding years are given in Appendix—IIL.

1.4. Frauds and evasions of taxes

(i) The number of cases of frauds and evasions of
taxes detected and assessments finalised in respect of such



v cases, as reported by the department, are given below —-—

© Taxes on SaleS‘

Goods Tax -
and ‘
B "~ Passen-
a7 @ . &
1. Numberof )
cases pending ,
on 1st April o "
1983 ~ 213 681

2; Number of
cases detected

during 1983-84 1,026 - 3,958

- 3. Number of

~ cases in which
proceedings
against the
defaulters 4 o
were completed " o
durlng 1983-84 981 4,185

4. _Number of '

cases pending

- on 31st March _

.1984 - 258 454

(ii) - Penalties amountmg to Rs.
: 1mposed and realised m 4 920 cases,
~given below :—

Serial Source of revenue

- number -
1. Sales Tax
2. Taxes on. Goods and
Passengers -
3. State Excise.
4, Entertainment Tax

: Total :

. Enter- State
tainment Excise

- Tax
@ o
2 Nl
107 197 -
92 197
17 Nl

86.51 lakhs were
as per the details

Ntirhber Amount’

- of cases  (In lakhs

of rupees).
3,787 . 82.79

844 - 1.04

197 - 1.58
92 1.10

490  86.51
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1.5. Uncollected révenue

The details of arrears of revenue (where it exceeded
Rs. 5.00 lakhs) pending collection as on 31st March 1984
under certain principal heads of revenue, reported by the
departments, are given in Appendix—III.

1.6. Outstanding inspection reports

Audit observations on financial irregularities, defects
in initial accounts and under-assessments of tax noticed
during local audit and not settled on the spot are com-
municated to the Heads of Offices and to the next higher
departmental authorities through local audit inspection
reports. The more important irregularities are reported
to the Heads of departments and to Government.
Government have directed that first replies to inspection
reports should be sent within six weeks. Half-yearly
reports of audit objections outstanding for more than six
months are also forwarded to Government to expedite their
settlement.

As at the end of November 1984, 1,396 inspection
reports (issued upto March 1984), containing 10,702 audit
objections, remained to be settled. Figures for the two
preceding years are also given below :—

As at the end of

November November November
1982 1983 1984

Number of inspection reports 1,026 1,232 1,396
Number of unsettled audit 8,354 9,650 10,702
objections

Year-wise break-up of the outstanding inspection
reports is given below :(—

Year Number of Number of
inspection  audit ob-
rep(zrts jections

(1 2) (3
Upto 1979—30 593 3,9%9

1980-81 153 1,182



- @B

198182 - 180 - 1458

198283 65 2120
1983-84 205 1,944 :

~ Total o Tims oz

e,

In respect of 81 inspection reports, issued between
March 1982 and March 1984, even the first replies had
not been received (November 1984). The break-up of the
‘putstanding audit objections is given in Appendix—IV. |



CHAPTER 2 -
SALES TAX
2.1.- Results of Audit

The test check of sales tax assessments and other

records in twelve districts (in 18 offices), conducted in audit .
~ during the year 1983-84, revealed under-assessment of tax .
-amounting to Rs. 1,30.09 lakhs in 744 cases, which broadly .

fall under the followmg categorles —

Number of Amount

cases (In lakhs
o : : of rupees)
1.: Under-assessment of tax under o
Central Sales Tax Act 52 21.50
2. Incorrect computation of | ' :
 turnover 185 33.88
"3, Non-levy or short levy of u ’
penalty 109 32.30
4, Non-recovery of interest 229 _' 25.98
5. . Application of incorrect ' :
- rate of tax , 16 3.58
6. Others - 153 12.85 .
- 744 1,30.09

Out of 744 cases pointed out in audit, the depart- -

ment has since effected recovery in 80 cases amounting
to Rs. 1.43 lakhs. In 20 cases (involving revenue amoun-

ting to Rs. 5.39 lakhs), audit objections bave been ad-

mitted and report on recovery is awaited. In 644 cases,
replies are awaited from the department (December 1984)

-Some of the lmportant cases are mentloned
the followmg paragraphs.
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2.2. Registration of dealers under Sales Tax Act

In Haryana, sales tax is levied under the Haryana
General Sales Tax Act, 1973, the Haryana Motor Spirit
(Taxation of Sales) Act, 1939 and the Central Sales Tax
Act, 1956. Under the State General Sales Tax Act,
a dealer who is a trader is required to register him-
self and pay tax, if his gross turnover exceeds Rs. 1.00
lakh in a year. A dealer who is a manufacturer is
required to register himself, if his turnover exceeds
Rs. 25,000 in a year. Halwagies are required to register
themselves if their turnover exceeds Rs. 40,000 in a
year. The dealers are required to get themselves regis-
tered under the Central Sales Tax Act also, if they en-
gage in inter-State sales or purchases for any amount.
On mis-representation that any gocds are covered by
registration certificate, when in fact they are not covered,
penalty is leviable not exceeding one and a half times
the amount of tax.

' The number of registered dealers has been increa-
sing in the last three years, as detailed below :—

Year Registered under Number Number Number
of dealers of regis- of dea-
registered tered lers at
during dealers the end
the year  whose of the

registra-  year

tions were
cancelled
during
the year
1980-81 (a) The State Act 6,732 2,926 54,546
(b) The Central Act 6,041 2,889 49,779
1981-82 (a) The State Act 6,567 3,132 57,981
(b) The Central Act 6,179 2,413 53,545
1982-83 (a) The State Act 5887 3,430 60,438

(b) The Central Act 5,791 3,567 55,769
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(i) Non-registration of dealers

() In July 1980, a special ,Vc:ampaign was or- -

ganised for conducting an exhaustive survey to unearth
un-registered dealers, who were liable for registration

under the Sales Tax Acts. But some of the officers

were engaged on regular assessment work in 1980-81,
instead of survey and follow-up work. 238 dealers in
Ambala, 161 in Karnal, 56 in Faridabad and 17 in

Gurgaon were detected as being liable for registration. -
But no follow-up action was taken to get them regis-

tered as dealers.

(b) Six contractors of Ambala district engaged
in. sale of minor minerals such as slate, sand, stone,
boulders, bajri, timber and bamboos had turnover in
excess of the prescribed limit for registration during the
years 1978-79 to 1982-83. These dealers were, however,
not registered under the Act. On turnover amounting
to Rs. 30.23 lakhs, tax amounting to Rs. 2,15,840 was
not assessed.

(c) On inter-State purchase of plastic powder,
valuing Rs. 6,87,520, made during the years 1975-76,
1977-78 and 1978-79, tax was levied at concessional rate
under the impression that the goods purchased were
covered by the registration certificate though they were
in fact not covered. Tax amounting to Rs. 41,251 and
penalty for mis-representation were not levied.

(if) Failure to check genuineness of sureties

Under the Haryana General Sales Tax Rules,
1975, before registering a dealer, after checking on his
financial position, the genuineness of persons standing
surety is also to be verified.

(a) Demand for Rs. 96,781 was raised in March
1980 against a dealer registered in August 1979. But
only Rs. 7,000 could be recovered in March 1984. The
dealer had closed down his business. The surety
furnished was defective. One surety was a defaulter in
his own assessments for the year 1978-79 and this was
lost sight of while accepting him as surety. The second

surety withdrew, saying that signatures on the bend werg:




il

, ﬁctrtlous and his registration number recorded .on the

bond was incorrect, The mnon-verification- of the sureties
‘before reglstratlon resulted in loss of tax revenue amoun-

© ting to Rs. 89,781,

(®)- A dealer (a reglstered ﬁrm) of . Gurgaon had

closed ‘down his business - April 1975 and applied . for
" cancellation of his registration certificate. A sum of

Rs. 4.47 lakhs was due from him for the years 1970-71
to 1973-74.. No surety bond had been obtained after
change in partnership of the firm -in August 1971. The

. department stated (February 1984) that efforts were being

made to recover the amount as arrears of land revenue.

() A sum of Rs.1.79 lakhs ‘was recoverable

~as tax (and other dues) in respect of the years
- 1969-70 to 1971-72 from a dealer of Gurgaon ~who

closed his business in August 1972, The outstanding"
dues were not realised. Whereabouts of one of the

* sureties were not known to the  department and the

second surety withdrew in Januwary 1970. The depart-
ment: had not obtained another surety. The department
stated in Pebruary 1984 - that the amot_nt was belng'

. written off.

(d): Three suretres furnished by a dealer of Gu1=}
gaon withdrew in June 1980. The department did -not
obtain fresh sureties immediately. In the meantime, the

-. ‘dealer applied for cancellation of his registration certi-
~ ficate . from - September 1980. The assessment for  the

year 1979-80 had not been finalised. 'In December 1981,
demand for Rs. 3.06 lakhs was raised for the year
1979-80 and could not be realised because the assessee

had closed down his business and his whereabouts were
not - known to the department ‘The department stated

in February 1984 .that efforts were being made to re-

cover the amounts as arrears of land revenue.

The above findings were reported to Government
in- August 1984; their reply is awaited (Decembe1 1984)

2 3 Failure to detect suppressmn of purchases

‘Under the Haryana General Sales Tax A’ct; 1973,

a registered dealet on furnishing a declaration is allowed
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to purchase, without payment of sales tax, containers
and packing material and other = goods for wuse by
him in the manufacture, in the State, of any goods
other than tax free goods (goods sale of which is not
taxable) for the purpose of sale in the State or sale in
the course of inter-State trade or commerce or sale in
in the course of export out of the territory of India.

Three dealers of Faridabad sold containers valuing
Rs. 10.04 lakhs during the years 1973-74 to 1976-77
to a registered dealer without recovery of tax on the
basis of the said declarations produced in support (given
by the purchasing dealer) of the sales. But the pur-
chasing dealer did not account for these purchases in
his account books and gave a wrong affidavit at the
time of assessment that no local purchases were made
by him during the said assessment years against his regis-
tration certificate. This contradiction was over-looked
by the department, resulting in short levy of tax by
Rs. 33,158 on the purchasing dealer.

On the failure being pointed out in audit (January
1979), the assessing authorit% levied additional tax on the
purchasing dealer in February 1979 amounting to
Rs. 33,158. The demand was set aside on appeal on
the question of quantum of tax leviable. The case was
remanded (June 1984) to the assessing authority for de-
novo assessment after determining the value of raw
material for manufacturing containers purchased from
within the State and used in goods transferred to places
outside the State. Report on rectification is awaited
(December 1984).

The case was reported to Government in December
1978; their reply is awaited (December 1984).

2.4. Non-levy of tax

(i) Under the Haryana General Sales Tax Act,
1973, with effect from 7th September 1976, on sale of
rice (one of the declared goods), tax is leviable at the
oint of first sale in the State. The sale tax levied is,
owever, to be reduced by the amount of purchase tax
paid in the State on paddy out of which rice is husked.
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The Supreme "Court has held* (December 1977) that
“even obligatory. transactions required under a . Statute
‘but having element of mutual consent, are sales and are-
- liable to sales tax. . v ,

(d In Kurukshetra,' on sale of rice amounting to.
~Rs. 6,16.06 lakhs made by seventeen dealers to the Dis- .
“trict - Food and  Supplies Controller "during the years:
1976-77 and 1977-78, tax amounting to Rs. 4.94 lakhs
(after " allowing rebate for tax paid on sale of paddy)
was lev1able, but was not levied.

On the omission being pomted out in audit (March
1980), the department raised (May 1984 ‘to July 1984) .
demand for Rs. 1.97 lakhs in nine cases and initiated
action (between April 1982 and September 1983) to
rectify the assessment in the remaining cases. Report
- on rectification and recovery 1s awaited (]December 1984)

(b) Slxteen dealers in Kurukshetra, Hlssar and -

Sirsa sold rice valuing Rs. 5,26.30 lakhs to the District
Food and Supplies Controllers during the years 1976-77
to 1979-80. They claimed that there was no sale and
the rice was acquired by Government under the levy
scheme. The claim was wrongly accepted by the assess-
ing authority, which resulted in short levy of tax by
Rs. 3.63 lakhs . _

On the mistake being pointed out in audit- (between
January 1979 and August 1983), the department initiated
: actlondto rectify the m1stake ‘Report. on rectlﬁcanon is
awaite :

(¢ In 1977 78, a dealer of - Kurukshetra sold rice
valuing Rs. 23.17 lakhs (including bardana valuing
~Rs. 0.77 lakh) to the District Food -and Supplies Con--
-troller under the levy scheme on which -sales tax was
not levied, even though it was leviable. The mistake
resulted in- tax being levied short by Rs. 13,360.

" On the mistake being .pointed out in audit (Feb-,
roary 1983), the case | was 'referred. (Deeember 1983) to

*M]/s Vishnu Agenmes Private. Limited v/s Commerc:lal 'l{‘ax

Oﬂi(:er (1978) 42- S’l‘O 3L
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the revisional authority who remanded (June 1984) the

case to the assessing authority for re-assessment. Report
on rectification "is awaited (December 1984).

(d) In Kurukshetra, on sale of rice amounting
to Rs. 32.18 lakhs made by a dealer to the District
Food and Supplies Controller during the year 1977-78,
tax was not levied under the mistaken view that it was
a compulsory acquisition by the said authorily under
the levy scheme. The non-levy of tax was incorrect in
view of the aforesaid decision of the Supreme Court
and the need to view a statutory sale also as a sale.
The mistake resulted in under-assessment of tax by
Rs. 14,470 (after adjusting purchase tax paid on sale
of paddy valuing Rs. 28.57 lakhs).

On the mistake being pointed cut in audit (February
1983), the department initiated action (December 1983)
to rectify the mistake. Report on rectification is awaited.

(i) Under the Haryana General Sales Tax Act,
1973, sale of goods exported out of India are not sub-
ject to tax. Before the amendment of Section 5 of
the Central Sales Tax Act, 1956 (with effect from 1st
April 1976), it was held* by the Supreme Court (on
16th April 1975) that exports out of India which are
not made directly to the foreign buyers, but are arranged
through the agency of some other firm in India are not
sales in the course of export out of India and are sub-
ject to tax. :

On export sales amounting to Rs. 42.47 lakhs for
the years 1970-71 and 1971-72 made by a dealer of
Sonepat, tax was not levied although the exports had
not been made by the dealer direct, but had been
arranged through other agencies at Bombay and New
Delhi. In the result, tax amounting to Rs. 4.25 lakhs
was not realised. :

On the irregularity being pointed out in audit (May
1980), the department raised (October 1983) further de-
mand for Rs. 4.25 lakhs. Report on recovery is awaited

(December  1984).

*M/s Mohamad Sarajuddin v/s State of Orissa (36-STC-136).
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(iii) As per the Haryana General Sales Tax Act,
1973, on sale of paper (other than news print), card
board, straw board and their prcducts, tax is leviable
at the point of first sale in the State. Sale of such
goods to registered dealers is not exempt from tax.

On sales of craft paper and paper cones amoun-
ting to Rs. 1.60 lakhs made by a dealer of Hissar to
other registered dealers during the years 1979-80 and
1980-81, tax amounting to Rs. 11,418 was leviable, but
was not levied.

On the omission being pointed out in audit
(October 1983), the department referred (May 1984) the
case to the revisional authority for suo moto revision.
Report on rectification is awaited (December 1984). '

The above cases were reported to Government
between March 1980 and June 1984; their reply s
awaited (December 1984).

2.5. Mistakes in computation of tax

; (i) Under the Ceniral Sales Tax Act, 1956, on
inter-State sales made to registered dealers, tax is levi-
able at concessional rates provided such sales are suppor-
ted by valid declarations from the purchasing dealers.

(a) On inter-State sales amounting to Rs. 2.26
lakhs made by a dealer of Hissar during the year 1973-74,
tax was levied at concessional rates of 2 per cent
and 3 per cent, even though the sales were not supported
by the prescribed  declarations. The irregular grant of
concession resulted in tax being levied short by Rs. 16,083.

On the irregularity being pointed out in audit
(February 1979), the department stated (August 1983)
that the case was pending with the revisional authority.
Report on rectification is awaited (December 1984).

(b) On inter-State sales of barley ghat (not a
food grain) valuing Rs. 2.94 lakhs made by two dealers
of Gurgaon during the year 1975-76, tax was levied at
the lower rate of 3 per cent upto 30th June 1975 and at
4 per cent thereafter. However, these sales were not
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supported by the prescribed declarations and were there-
fore taxable at 10 per cent. The mistake resulted in
tax being levied short by Rs. 18,693.

On the mistake being pointed out in audit (Sep-
tember 1980) the department initiated (January 1984)
rectificatory action. Report on rectification is awaited
(December 1984).

(c) On sales amounting to Rs. 55,025 made by
a dealer of Sonepat to a dealer of Andhra Pradesh
during the year 1976-77, tax was levied at the rate of
4 per cent. The supporting declaration furnished by the
purchasing dealer was not relevant and it pertained to a
different purchase for Rs. 2,500 and not that for
Rs. 55,025. The improper scrutiny of the declaration by
the assessing authority resulted in Central sales tax being
realised short by Rs. 10,085.

On the irregularity being pointed out in audit
(September 1980), the department raised (December 1983)
demand for Rs. 10,085 (Rs. 3,335 towards tax and
ngé4)6’750 as penalty) and recovered the amount (January

(ii) As per provisions of the Haryana General
Sales Tax Act, 1973, when sales are made by one
registered dealer to another registered dealer and the
sales are supported by prescribed declarations given by
the purchasing dealer to that effect, the selling dealer is
allowed to exclude such sales in arriving at his taxable
turnover.

(a) Two dealers of Rohtak and Hissar - districts
were allowed deductions amounting to Rs. 3.29 lakhs
while assessing their sales made during the years 1980-81
and 1981-82. The deductions were allowed in respect of
sales to registered dealers which were made against dec-
larations. But the declarations were invalid. Failure to
notice the same resulted in tax being levied short by
Rs. 17,746. :

On the failure being pointed out in audit (August
1982 and October 1983), the department raised demand
for Rs. 17,746 and recovered the amount in August
1983 and July 1984.
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- (b) Four dealers of Jagadhri were allowed to ex-
clude sales amounting. to .Rs. 3.84 lakhs on account of
such sales being sales to registered ~dealers.” The pres-
ctibed - declarations = ‘given- . by ‘the. purchasing ' dealers
in respect of such sales- during ‘the- years 1978:79 and
1979-80 were furnished: But the.purchasing dealers were
ones who had already been declared. as being bogus .
dealers. The declarations given by them were, therefore,
not valid. Acceptance of the declarations without seru-
tiny resulted in tax: being levied short by Rs. 15,365. =

 On the irregularity being pointed out in audit
(May and June 1983), ‘the department raised (May. to
August 1983) demand - for- Rs. '15,365. - Report on re-
covery is awaited. L S

. (i) As per a Government notification issued on
5th May 1973, on sale of any goods made to Govern-
- ment departments, tax is leviable at four per cent, if

- .the sale is supported by declarations given by the pur- .

chasing . department to that effect; otherwise the rate of
“tax is ten per cent. _— ’ B

- A dealer of Jind - district' sold 'goods valuing
Rs. 2.25 lakhs to Government departments during the -
year 1977-78 and was assessed to tax at the rate of four
per cent. In his returns, the dealer furnished declara-
tions in support of sales for omly Rs. 1.82 lakhs, out
. of which declarations for Rs. 1.62 lakhs related to the
- previous year and were not valid. The improper scru- -
tiny of declarations resulted in under-assessment  of tax
by Rs. 13,780. ' : o

o On the mistake being pointed out in audit (May -
- 1983), the department initiated action (October 1983) for
rectification of the mistake. Report on rectification is
awaited (December 1984), : '

: (iv) Under the Haryana General Sales Tax Act,
1973, when a dealer, liable to pay tax under the Act, -
purchases goods in the State and exports them outside
~the State in circumstances in which no ‘'tax is payable, -
he shall be liable to pay tax on the purchase = value
thereof. o : ' '
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In respect of paddy valuing Rs. 12.62 lakhs, which
was purchased by a dealer of Hissar district from with-
in the State and was transferred by him on a consign-
ment basis to his' branches outside the State during the
- year 1975-76, purchase tax amounting to Rs. 51,483 was
~leviable. But the tax was not levied.

On the omission being pointed out in audit (Sep-
tember 1977), rectificatory action was initiated and de-
novo assessment had been ordered. Report on re-assess-
ment is awaited (December 1984).

The above cases were reported to Government
between June 1978 and May 1984; their reply is awaited
(December 1984).

2.6. Short levy due to application of incorrect rate of tax

(i) Under the Haryana General Sales Tax Act,
1973, on sale of rice bran, which is an unclassified item,
tax 1s leviable at the general rate of seven per cent.

(a) On sales of rice bran amounting to Rs. 16.61
lakhs, made by two dealers of Kurukshetra during the
years 1976-77 and 1977-78, tax was levied at 4 per cent
instead of at 7 per cent. The mistake resulted in tax
being levied short by Rs. 49,830.

On the mistake being pointed out in audit (Feb-
ruary 1983), the department referred one case for suo
moto revision and remanded the other for re-assessment.
Report on action taken is awaited (December 1984).

(b) On sale of rice bran amounting to Rs. 2.98
lakhs, made by six dealers of Kaithal during the years
1977-78 to 1979-80, tax was incorrectly levied at 4 per
cent instead of at 7 per cent. The mistake resulted in
tax being levied short by Rs. 10,257.

On the mistake being pointed out in audit (March
1983), the department raised (between January 1984 and
March 1984) an additional demand for Rs. 10,257 which
was realised (during the period from January 1984 to
June 1984).

(if) As per a notification issued on 20th September
1979, on inter-State sale of copper wire rods, the ratg
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of tax was reduced from four psr cent to one per cent
for a period of six months from 20th September 1979

to 19th March 1980. But from 20th March 1980, tax
was leviable at 4 per cent.

On sales amounting to Rs. 12.84 lakhs made by
a dealer of Faridabad during the year 1980-81, tax was
levied at the concessional rate of 1 per cent instead of
at 4 per cent. The mistake resulted in the tax being
levied short by Rs. 38,526.

On the mistake being pointed out in audit (jall_uary
1984), the department raised (February 1984) additional
demand for Rs 38,526. Report on recovery is awaited.

(iii) Under the Central Sales Tax Act, 1956, coal
(including coke in all its forms but excluding charcoal)
is classified under goods of special importance in inter-
State trade or commerce and on their sale tax is leviable
at 4 per cent. As clarified by the Excise and Taxation
Commissioner in January 1982, coal briquettes are not
so classified under the Act and on their sale tax is
leviable at the general rate of seven per cent.

On sale of coal briquettes amounting to Rs. 5,59,894,
made by a dealer of Jind during the year 1980-81, tax
was levied at 4 per cent instead of at 7 per cent. The
mistake resulted in tax (including surcharge) being levied
short by Rs. 17,581.

On the mistake being pointed out in audit (Octo-
ber 1983), the department initiated action (December 1983)
for rectification of the assessment. Report on the recti-
fication is awaited (December 1984).

The above cases were reported to Government bet-
ween February 1983 and August 1984; their reply is
awaited (December 1984).

2.7. Irregular grant of rebate

Under the Haryana General Sales Tax Act, 1973,
tax on rice (a declared good) is leviable at the point
of first sale in the State. If rice so purchased is sold
in the course of inter-State trade or commerce, Central
sales tax is leviable and on payment of that tax, the
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assessee can separately claim refund of tax paid under
the State Act on the purchase value of the goods. If
a dealer does not pay the tax due from him, according
to his return, by the due date, heis liable to pay, in
3ddition to the tax due, simple interest on the amount
ue.

In Jind, a dealer in rice was assessed in December
1982 under the Central Sales Tax Act and demand for
Rs. 1.44 lakhs was raised, which included advance tax
of Rs. 1.43 lakhs not paid by the dealer alongwith his
returns. Interest amounting to Rs. 22,816 for the period
upto March 1983, on tax not paid with the returns, was,
however, not charged. Further, in March 1983, irregular
rebate amounting to Rs. 1.33 lakhs was given towards tax
‘already paid on paddy, though the dealer had purchased only
rice,

On the grant of irregular rebate and non-charging
of interest being pointed out in audit (September 1983),
the department initiated rectificatory action (January 1984)
and the case had been remanded for de movo assess-
ment.

The case was reported to Government in September
1984; their reply is awaited (December 1984).

2.8. Penalty not levied

(i) Under the Haryana General Sales Tax Act,
1973 as well as the Central Sales Tax Act, 1956, if
dealer has maintained false or incorrect accounts, wit
a view to suppressing his sales, purchases or stocks of
goods, or has concealed any particulars of his sales or
purchases, or has furnished to, or produced before any
authority under the Act, any account, return or infor-
mation, which is false or incorrect in any material parti-
cular, he is liable to pay, by way of penalty, in addi-
tion to gx‘.he tax to which he is assessed or is liable to
be assessed, an amount which shall not be less than
twice and not more than ten times the amount of tax
which would have bzen avoided, if the turnover as
returned by such dealer had been accepted as correct.

(@) A dealer of Hissar maintained wrong and
incorrect accounts during the year 1973-74 and suppressed
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his inter-State sales valuing Rs. 13.56 lakhs and thereby
evaded payment of tax amounting to Rs. 40,607 under
the Central Act. In the assessment order (March 1978)
it was stated that penalty would be levied separately

but no such action to levy penalty was taken. Minimum
penalty leviable was Rs. 81,214.

On the omission being pointed out in audit (Jan-
uvary 1979), the department raised (June 1984) demand
for Rs. 81,214, Report on recovery is awaited (December
1984).

(b) In Sirsa, a dealer suppressed his sales amoun-
ting to Rs. 6 lakhs during the year 1976-77. The depart-
ment assessed the sales to tax, raising a demand for
Rs. 24,000 but did not impose any penalty, although a
minimum peznalty of Rs 48,000 was leviable.

On the omission being pointed out in audit
(September 1982), the department initiated (April 1984)
rectificatory action. Report on rectification is awaited
(December 1984).

(c) A dealer of Faridabad suppressed his sales
amounting to Rs. 1.49 lakhs made during the year
1979-80. The department assessed the sales to tax, but
did not impose any penalty, though minimum penalty
of Rs. 30,332 was leviable.

On the omission being pointed out in audit (July
1983), the department initiated rectificatory action. Report
on rectification is awaited (December 1984).

(d) A dealer of Hissar suppressed his sales during
the year 1973-74, which resulted in short realisation of
tax by Rs. 2,519 under the State Act and by Rs. 4,051
under the Central Act. While levying tax on the supp-
ressed sales, the assessing authority indicated in the
assessment order (March 1978) that penalty would be
levied separately. However, no penalty was levied.

On the omission to levy penalty being pointed
out in audit (February 1979), the department raised a
demand for Rs. 30,000 (February 1982) and recovered
the amount between November 1983 and January 1984,
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(¢) In the year 1979-80, a dealer of Sirsa did
hot account for purchases amounting to Rs. 24,231, which
the department included in his sale turnover and duly
assessed it to tax. It was stated in the assessment order
that separate action would be taken against the dealer
to levy penalty. But no penalty was levied.

On the omission to levy pznalty being pointed out
in audit' (October 1983), the department raised (October
1983) a demand for Rs. 27,000, which was reduced
(March 1984) to Rs. 10,800 by the app:llate authority.
The reduced amount was realised.

(i) As per the Haryana General Sales Tax Act,
1973 and the Central Sales Tax Act, 1956, if a dealer
fails to pay tax along with the returns to be submitted
by the prescribed date, the assessing authority may, after
giving the dealer a reasonable opportunity of being heard,
impose a penalty not exceeding one and a half fimes
the amount of tax to which he is assessed or is liable
to be assessed.

In Karnal and Faridabad, two dealers failed to
pay tax along with their quarterly returns filed during
the years 1975-76, 1976-77 and 1978-79. However, no
penalty was imposed in respect of the default.

On the omission being pointed out in audit (April
1982 and March 1983), the department raised demand
for Rs. 16,500 in March 1983 and October 1983 and
recovered Rs. 6,000 (December 1983) as penalty. Report
on recovery of the balance amount is awaited (December

1984).

(iii) Under the Haryana General Sales Tax Act,
1973, a dealer is required to furnish every quarter a
return to the assessing authority within 30 days of the
expiry of each quarter to which it relates. In the event
of default, the assessing authority may, after giving the
dealer a reasonable opportunity of being heard, direct
him to pay penalty at a rate, which shall not be less
than five rupees or more than ten rupees for every day
during which the default continued.

A dealer in Panipat did not file quarterly returns
of purchase tax for the years 1977-78 to 1979-80 by the
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pr‘escribed"date's, The department ﬁnalised_asseséments,'
but- did not. impcse any penalty, although minimum
penalty of Rs. 22,305 was leviable. _

- On the omission being pointed out in audit (June
- 1982),. the department initiated action (August 1983) to
levy penalty. Report on action taken is awaited (December
1984), - ' - . . o
(iv) Under the Haryana General Sales Tax Act,
1973, a dealer, on the authority of his certificate of -
registration, can purchase, without payment of tax,
gcods for certain specified purposes. If the dealer fails
to make use of the goods so purchased for any of the
~ specified purposes, the assessing  authority ~may, after.
‘afferding the dealer a reasonable opportunity of being.
heard, direct him to pay, by way of penalty, a sum-
not exceeding one and a half times the tax, that would
have been payable under the Act, if such goods had
not been purchased on the strength of registration certi-
ficate, Interest is also chargeable for delay in payment.

: - In 1979-80, a dealer of Faridabad purchased goods
valuing. Rs. 2.74 lakhs on the strength of hisregistration
certificate without paying tax, but used the goods for
purposes other than those for which they were purchased.
The department finalised the assessment, raising a
demand for Rs. 19,535, but did not levy .any penalty

nor charged any interest. N '

On the omission being pointed out in audit
(December 1982), the department raised a further d.emaqd '
for Rs. 14,606 (March 1983) which was recovered in
June 1983. ' 3 '

- The above casesr were repdrted to vaernmel_lt
between May 1983 and August 1984; their reply 1s
~awaited (December 1984). . -

2.9, Interest mot charged

The Haryana General Sales Tax Act, 1973 and
the Central Sales Tax Act, 1956 require that a dealer -
should pay the tax due from him as per his return
- which is to be submitted by the prescribec date, In the
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event  of default, he is liable to pay , in addition to: .
tax due, simple interest at one per cent per month for

the first ‘month and at one and a half per- cent per. -

month thereafter so long as default continues. Interest
at above rates is similarly chargeable in case of a dealer,
who fails to pay the tax demanded within the penod
spemﬁed in demand not1ce _

(i) Sixteen dealers in Farldabad Slrsa, Sonepat
and Rohtak did not pay tax due by the prescribed dates
during the years 1975-76° to.. 1979-80. Demand for
" Rs. .12.42 lakhs .of tax was raised by the department.
But interest amounting to Rs. 4. 33 lakhs, which - was
chargeable, was not demanded.

The omission to recover interest was pomted out
-in “audit between March 1982 and October 1983; reply
- of the department is awaited.

, (i) In Rohtak, six brick kiln owners claimed de-
duction of Rs. 46.31 lakhs on their turnover for the
years 1978-79 and 1979-80 towards sale of goods (bricks),
which had already been taxed. The deduction was dis-

allowed by the assessing authority on the ground that

‘the dealers - had purchased kuchha or sun-dried bricks,
the sale of which was not taxable at the point of first
sale in the State. Although tax was levied on- sales
amounting to Rs. 46.31 lakhs, interest amounting to
Rs. 1.37 lakhs which was chargeable for non-payment
of tax along with the returns was not demanded.

-On the omission being pomted' out in audit
(September 1982 “to November 1982), the department
charged (between March 1983 and August 1984) interest
amounting to Rs. 1.37 lakhs and recovered (January 1984)
Rs. 73,425 in three cases. Report on recovery of balance
of interest and action taken in the remammg cases 1S
awalted (December 1984) '

'(iii) A dealer of Karnal had not ‘paid the tax
due as per quarterly returns filed during the years 1975-76
and 1976-77. The assessing authority did not realise interest
amounting to Rs. 99,295 on the belated payment of tax.

'On’ the omission bemg ' pomted out in. aundit
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(March 1983), the department raised an additional demand
for Rs. 99,295 (March 1983). Report on recovery  is
awaited (December 1984). - L .

(iv) Two dealers of Sonepat paid tax due as per
their quarterly returns for the years 1976-77 and 1978-79
after the prescribed dates. On the belated -payments,
interest amounting to Rs. 40,166 was not charged.

On the ~ omission being pointed out in audit
(May 1980 and May 1983), the department raised (April
1984 and June 1984) an additioral demand for Rs. 43,357
as interest and for Rs. 3,000 as penalty. It recovered
(August- 1984) Rs. 36,339, in. one -case. - Report on
recovery in the other case is awaited (December 1984).

(v) A dealer of Hissar did not pay, within the
prescribed period, tax amounting to Rs. 2.11 lakhs for
the year 1976-77, which was demanded from him in
March 1980. However, interest amounting to Rs. 37,296,
which was chargeable for delay in payment was mnot
- demanded. ' : o

: On the omission being pointed out in  audit
(December 1982), the department demanded interest amoun-
ting to Rs. 37,926 (March 1984) and recovered {(August’
- 1984) Rs. 7,000. Report on recovery of the balance
amount is awaited (Deecember 1984). -

; (vi) In Hissar, a dealer did not pay tax amoun- -
ting to Rs. 3.70 lakhs for the first and second quarter
of the year 1976-77 along with his returns. The assess-
ing authority failed to charge interest. on the delay in
payment of tax, S ' :

: On the omission being pointed out in audit
(September 1981), the department demanded' (July 1983)
Interest amounting to Rs. 22,529 and rtecovered the
amount between December 1983 and March 1984. '

- (vii) Two dealers of Hissar had not paid the tax
due along with their quarterly returns submitted during
the year 1976-77. The assessing authority did mnot re-
cover interest amounting to Rs. 15,119 on the belated
payment of tax. _ .



| 26
. On the omission being pointed out in audit
(December 1979), the department raised demand for

Rs. 15,119 (July 1983) which was realised in December
'198.3. .and January 1984.

.~ (viii) A dealer in Faridabad district did not pay
the full amount of tax due by the prescribed dates
during the years 1976-77 to 1978-79. A demand for
Rs. 0.46 lakh was raised, but interest for delay in pay-
ment of tax was not charged.

\ On the omission being pointed out in audit
(August 1982), the department charged (October 1983)
interest .amounting to Rs. 14,826, which was realised
in January 1984. :

-(ix) A dealer of Dabwali had not deposited
Central sales tax amounting -to Rs. 53,943 along with
his second quarterly return for the year 1980-81. The
assessing authority demanded (March 1982) the tax and
stated in the assessment order that action to charge
interest for delay in payment of tax would be taken
separately, but no such action to charge interest was
taken. The omission resulted in interest amounting to
Rs. 13,500 not being realised.

On the omission being pointed out in audit
(September 1983), the department stated (September 1983)
that action was being taken to charge interest. Report
on recovery is awaited (December 1984).

(x) Two dealers of Rohtak did not pay additional
tax amounting to Rs. 1.87 lakhs relating to the years
1976-77, 1977-78 and 1979-80 by the specified dates.
Interest amounting to Rs. 11,030, which was chargeable
on belated payments was not demanded.

'On the omission being pointed out in audit
(January 1983), the department recovered (February 1983)
Rs. 3,890. Report on recovery of the balance amount
is awaited (December 1984).

The above cases were reported to Government
‘between March 1983 and August 1984; their replies arg
awaited (December 1984).

wyf
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2.10. Assessment in arrears =

The- number of  sales tax assessments finalised by
the Excise and Taxation Department during the year -
1983-84 and the assessments pending finalisation as at-
the end of 1983-84 alongside figires for the preceding
year are given below :— - L '

Year Number of Number of Number of Percentage
‘ ' cases for - assessments assessments of coluinn
disposal - completed pendingat (4) to -
- - theend of column (2)

o S _ - the year -
€3 I ) N € O NN ¢
1 1982-83  1,38451 99,074 - 39,377 . 28

1983-84 145420 105762 39,667 - 27



CHAPTER 3
" STATE EXCISE
3.1. Results of Avdit

Test check of the records in departmental excise
offices, conducted in audit during the year 1983-84, re-
vealed short recovery and non-recovery of excise duty
and other irregularities in 733 cases, which broadly fall
under the following categories :—

Number of Amount

cases (In lakhs
of rupees)
(1) Loss of excise duty on re-auction
of licences 32 21.86
(2) Non-levy of excise duty on beer 2 13.56

(3) Loss of excise duty due to exces-
sive wastage or breakage in

transit 10 8.95
(4) Non-recovery or short fecovery

of penalties and interest 646 6.05
(5) Other irregularities 43 34.01

Total 733 84.43

Out of these 733 cases noticed in audit, the
department had recovered Rs. 1.41 lakhs in 6 cases by
September 1984, In 5 cases involving revenue of
Rs. 0.51 lakh, the matter was stated to be under exami-
nation of the Excise and Taxation Commissioner. In
13 cases, action had been initiated by the department
to recover the deficient amounts. In the remaining 709

%88?)’ replies are awaited from the department (December

28
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Somz of the important cases are mentioned in
the following paragraphs.

3.2. Non-recovery of licence fee and interest

(i) Under the Haryana Liquor Licence Rules, 1970,
licences for vending country liquor and Indian made
foreign liquor are granted on the basis of bids invited
in auction. The successful bidder is required to deposit,
by way of security, one-tenth of the licence fee within a
period of seven days from the date of auction and to
pay the licence fee in ten monthly instalments. If a
licensee fails to pay any instalment of licence fee or
part thereof by the 20th day of a month, he shall be
liable to pay interest at the rate of 15 per cent per annum
from the first day of the relevant month up to the date
of payment. In the event of failure to pay any instal-
ment or instalments along with interest, where due, the
licence for vending is also liable to be cancelled and
re-auctioned at the risk and expense of the original
licensee.

(@) In Jind, eight licences for sale of liquor during
the year 1979-80 were auctioned in March 1979 for
Rs. 59.79 lakhs. The licensees failed to pay the monthly
instalments falling due after the quarter October to
December 1979. Instead of cancelling the licences and
re-auctioning them at the risk and expense of the
licensees, as provided for in the rules, the licensees were
allowed to continue their business and receive and sell
liquor. The fees due from the licensees as on 3lst

rch 1980 (after adjusting their security deposits) amounted
to Rs. 9.03 lakhs. Further, interest amounting to
Rs. 5.24 lakhs was recoverable from the licensees upto
March 1984. -

On the irregularity being pointed out in audit in
November 1980, the Government stated (September 1983)
that re-auction of licences would have entailed heavy
losses and affected auction in the ensuing year 1980-81.
But the reply is silent on the absence in the rules of
any discretion with the department to forgo revenue by
not following the rules for holding re-auction at the
risk and cost of the original licensees. Though, by
implication, the rules were held to be counter-productive,
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the rule making authority was not moved to change them
or allow for th: discretion of not following tham. The
departm2nt, however, stated in May 1984 that recovery
of Rs. 0.97 lakh had since been effected (between August
1980 and January 1984) from the licensees. Report on

recovery of the balance amount of Rs. 8.06 lakhs and
interest of Rs. 5.24 lakhs is awaited (December 1984).

(b) In the year 1980-81, six licences for sale
of country liquor and Indian made foreign liquor were
given out in auction for an amount of Rs. 33.11 lakhs.
After paying instalments aggregating Rs. 17.85 lakhs, the
licensees defaunlted in making further payments. The
department cancelled the licences, adjusted security de-
posit of Rs. 3.32 lakhs and re-auctioned the licences for
Rs. 9.12 lakhs in May 1980 and February 1981. The
re-auction of the licences resulted in loss of Rs. 2.82
lakhs, which was not recovered from the original licensees.

On the omission bzing pointed out in audit (April
1982), the department stated (November 1983 and June
1984) that a sum of Rs. 1.45 lakhs had since been
recovered from the original licensees bestween June 1982
and June 1984 and efforts were bzing made to recover
the balance amount of Rs. 1.37 lakhs, together with
re-sale expsznses.

(c) In Ambala and Faridabad districts, monthly
instalments of licence fee had not been paid by the
licensees by the prescribed dates, in 141 cases, during
the year 1982-83. Interest recoverable, but not demanded
by the department, amounted to Rs. 2.67 lakhs.

On the omission being pointed out in audit (bet-
ween September 1983 and December 1983), the depart-
ment stated (between November 1983 and July 1984)
that a sum of Rs. 0.91 lakh had since been recovered.
Report on recovery of the balance amount of Rs. 1.76
lakhs is awaited (December 1984).

(i) After amendment of the Haryana Liquor Licence
Rules 1970, with effect from 1st April 1982, the successful
bidder is required to deposit, by way of security, an
amount equal to fifteen per cent of the amount bid for
annual licence and to pay the balance of the licence fee in

1
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" ten monthly instalments, by the prescribed date:s.. In
the event of default in the payment of a monthly instal-

ment, the licence is liable to be cancelled and re-auctioned
-at the risk and cost of theoriginal licensee.

In Faridabad, two licences for vending Indian made
foreign liquor during the year 1982-83 were auctioned
for 'Rs. 4.30  lakhs. The licensees failed to pay monthly
instalments after July and August 1982. The depart-
ment cancelled the licences and re-auctioned (August and
September 1982) the licences for Rs. 1.67 lakhs. The
te-auction resulted in shortfall in licence fee by Rs.0.69
lakh. No actien was taken to recover the deficient amount
of Rs. 0.69 lakh from the original licensees. o

...~ -On'the omission - being pointed , out in - audit

(December 1983), the department stated (February 1984)
that recovery certificates to recover the amount as arrears
ofland revenue had since been issued. Report onrecovery
is awaited (December 1984).

' The above cases were reported to Government
between August 1982 and December. 1983; their reply is -
awaited (December 1984). - . I

3.3, Trregular allowance towards wastage

The Punjab Brewery Rules, 1956 and the Punjab
“Excise Fiscal Orders, 1932, as- applicable in Haryana,
‘provide for making an allowance of ten per cent towards
wastage of beer after it is brewed. The allowance for
wastage is calculated -only on. the quantity of beer on
which excise duty is leviable and not on beer-cleared
or kept under bond without payment of duty.

() In the year 1982-83, from a brewery in Murthal,

- "39.36 lakh bulk litres of beer were removed under bond

without payment of duty. Claims for 10 per cent was- -
tage on the clearance -were allowed irregularly, resulting
- in short levy of duty by Rs. 6.05 lakhs. ' .

The omi‘s'sion was pointed.but in audit in November
1983; reply of the department is awaited (December 1984),

' Similar. cases of ii’régular grant of allowance for
wastage were reported in paragraphs 4.1(c), 4.2, 3.3and
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3.3 (11) of the Audit Reports for the years 1977-18, 1978 79,

1981-82 and 1982-83, respectively.

(i) The Punjab Chemical Works Rules, 1933, as
applicable in Haryana, provide for an allowance of 20
~ per cent towards wastage of rectified spirit issued for the
manufacture of tinctures and other medicines made direct
from crude drugs, for purpsses of levy of excise duty.

A. Pharmaceutical unit in Jind was given an allo-
wance towards wastage of rectified -spirit, issued for
manufacture of medicinal preparations, in excess of the
prescribed limit. The mlstake resulted 'in short levy of
duty by Rs: 34,664.

" On the omission belng pointed out in audit (Decem-

ber 1983), the department admitted (August 1984) the

mistake and issued orders for recovery of the amount.
Report on recovery is awalted (December 1984) ‘

The above cases were reported to Government in

- December 1983 and. August 1984; their reply is awalted
(December 1984) _

3 4. Double credit for recovery

‘Under the Haryana Liquor Licence ]Rules, 1970 »

- a successful bidder of country liquor is required .to pay
licence fee in eleven monthly instalments, by the 20th
of each month, failing which he is liable to pay interest
at the rate of 15 per “cent per annum from the ﬁrst day
of the relevant month to the date of payment

‘In Bhiwani, a sum of Rs. 15,000 was .d.eposited by

a licensee on 16th September 1982 as the monthly-instal-"

ment. It was erroneously adjusted twice in the accounts
of the two licensees. The double adjustment remained
undetected by the department and no attestation of the
recovery in “the register was made by any officer.

On the mistake being pointed out in audit (Feb-

ruary 1984), the department recoveréd (February . 1984)
Rs. 15,000 and stated (J‘une 1984) that the mistake had
occurred as the ‘Karta’ of both the licensees (H.U.Fs.)
was the same. Interest amounting to Rs. 3,194 was
chargeable for late deposit of fee, but only Rs. 1,313 was

oo
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recovered in addition ‘to penalty amounting to Rs. 100.
Report on recovery of the balance amount of interest 1is
awaited. (December 1984) v :

The case was reported to Government in April
1984 ; their reply is awalted (December 1984).

3.5 Unauthonsed issue of hq]uor wnthout reahsanon of dmy

Under the Punjab Excise Bonded Warehouse Rules,
1957, as applicable in Haryana, liquor can be removed
from a warehouse either under bond or on payment of
~.duty to vplaces within or outside the State. But no liquor-
can be removed from a warehouse until it is checked
and proved by the officer-in-charge of the warehouse and.
a transport pass is granted.

Under four permits issued in May 1982 and July
- 1982, the officers-in-charge of "~bonded warehouses in
Rohtak and Hissar issued 810 proof litres of Indian made
foreign' liquor for purposes of vending in wholesale. But
+ the quantity issued was in excess of the quantitiesautho-.

rised in the permlts and also duty amountlng to Rs. 17,820
was not realised. : ,

On the 1rregular1ty be1ng pomted out in audit
(December 1983 and February 1984), the department reco-
vered (December 1983) exciser duty amounting to
Rs. 14,850. Report on recovery of the balance amount and

E%aésélcins for the unauthorrsed issue are awaited (December :

The case was reported to Government in January

: %ggﬁ) and February 1984; thelr reply is awaited (]December .'



CHAPTER 4

TAXES ON MOTOR VEHICLES
A—TRANSPORT DEPARTMENT

4.1. Results of Audit

During the pericd April 1983 to March 1984, test
check of documents in the departmental offices, corducted
in audit, revealed under-assessment of tax to the extent
of Rs.11.55 lakhs in 2,038 cases. The under-assessments
were due to mistakes, which may be broadly categorised
under the following heads :—

Number Amount
of cases (In lakhs

of rupees)
1. Short levy of token tax 131 6.23
2. Non-levy of token tax 175 1.85
3. Short/non-realisation of i
composite fee 202 1.43
4. Other reasons 1,530 2.04

Total 2,038 13:30

Out of 2,038 cases of under-assessment pointed
out in audit, the department had since taken rectificatory
action and recovered Rs. 1.14 lakhs in 331 cases. In
481 cases, action had been initiated by the department
to rectify and recover the amount under-assessed. In
1,226 cases, replies are awaited from the de¢partment
(December 1984).

Some of the important cases are mentioned in the
following paragraphs.
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4.3, Failure to levy tax | . -

, Under the Punjab _Passengefs"and,‘ Goods Taxation ,
Rules, 1952, as applicable in the State of Haryana, every
motor vehicle is required to be registered within fifteen

.days of the date of its purchase or thedate of incurring
thel_ liability to pay the tax under the Act, whichever is
earlier. - ‘

() In Dadri, Bhiwani, Gurgaon, Sonepat ani

| V”Karnél', 588 public carrier vehicles (registered with ' the

Registering and- Licensing Authorities) had not been regis-
tered with the Excise and Taxation Department nor the
goods tax in respect of them had been collected. The
goods -tax not. collected’ amounted to Rs.17.76 lakhs for
different periods between July 1979 and March 1983. '

- On the omission being pointed out in audit (Feb-
“ruary 1984), the concerned Deputy Excise and Taxation -
Commissioners stated (February 1984) that it will have to
be verified whether the vehicles were registered with any
Deputy Excise and Taxation Commissioner in- the . State,
Report on verification is awaited (December 1984).

(i) In Gurgaon, Bhiwani, Sonepat and Karnal,
51 Auto-Rickshaws, which were registered under the Motor
. Vehicles Act, 1939, were not registered under the Punjab
Passengers and Goods Taxation Act, 1952 and passenger
tax amounting to Rs. 52,904 had not been realised.

: On the omission. being pointed out in audit (Feb-.
© ruary 1984), the- department stated that the matter was
- being looked into. Report on rectification is awaited -
(Décember 1984). '

: “The above. cases were reported to Government in
. October 1984; their reply is awaited (December 1984). -

. 4.3, Short Tevy of tax

. (@ Under the Punjab Motor Vehicles Taxation Act,
1924, as applicable in Haryana and the notifications issued
thereunder, tax on stage carriages plying for hire -and
used for the transport of passengers is levied at the rate
of Rs. 550 p:r seat (excluding seat of the driver and

. conductor) psr annum, subject to.a magimum of Rs. 35,000,



36

In Hissar, Sirsa and Gurgaon in respsct of 16
stage carriages for the yesars 1979-80 to 1982-83, tax was
levied on lesser number of seats than the number for
which the vehicles were registered with the Registering
Authorities. The mistake resulted in short recovery of
tax by Rs. 1,08,405.

On the mistake being pointed out in audit (Feb-
ruary 1983 to September 19833 the Registering Authority,
Gurgaon stated (February 1984) that notices had since
been issued for effecting the recovery. Reply from other

two authorities as also report on recovery is awaited
(December 1984).

(i) Under the Punjab Motor Vehicles Taxation Act,
1924 and the rules made thereunder, as applicable in
Haryana, tax is leviable at the rate of Rs.200 per seat
per annum on contract carriages owned by a factory or
religious institution and used exclusively for the carriage
of its personnel or devotees.

In Bahadurgarh and Charkhi Dadri, on four buses
owned by Cement Corporation of India and Bhakra
Management Board and used exclusively for the carriage
of its employees, tax was levied at the rate of Rs. 39.05,
instead of at Rs. 200 per seat per annum during the years
1980-81 to 1983-84. The mistake resulted in short levy of tax
by Rs. 34,997.

On the mistake being pointed out in audit (July
1982 and October 1983), the department recovered
Rs. 28,122 between November 1982 and October 1983. Re-
port on recovery of the balance amount is awaited
(December 1984).

(iii) Under the Motor Vehicles Act, 1939, a certi-
ficate of fitness is required to be obtained in respect of
transport vehicles before they are registered. Tax is
leviable from the date of grant of certificate of fitness.
Under the Punjab Motor Vehicles Taxation Act, 1924,
as applicable in Haryana, any broken period in a quarter
is considered as full quarter for the purpose of levy of
token tax. |

. In five Registering Offices, tax was levied on 45
vehicles for the quarters following the quarter in which
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dertificate of fitness was granted. The mi:s_take in not
charging tax for the quarters in which certificates were
granted resulted in short recovery of tax by Rs.24,790.

On the mistake being pointed out in audit (between
October 1982 and January 1984), one Registering Autho-
rity recovered (November 1982) Rs. 375 and issued notices
for recovery of the balance amount. Report on rectifi-
cation in other cases is awaited (December 1984).

The above cases were reported to Government

between July 1982 and January 1984; their reply isawaited
(December 1984). '

4.4. Irregular grant of exemption or rebate

(i) Under the Punjab Motor Vehicles Taxation Act,
1924 and the rules framed thereunder, the vehicles owned
and kept for use by departments of Central or State
Government are exempt from payment of tax. This exemp-
tion is, however, not admissible in respect of vehicles
owned by Government undertakings or autonomous bodies.

(a) In Rohtak and Ambala, tax amounting to
Rs. 1.24 lakhs was not realised in respect of 30 vehicles
belonging to nine autonomous bodies and corporations,

f091'8 3diﬁ'erent periods between January 1980 and September
1983.

On the omission being pointed out in audit (Octo-
ber 1982 and October 1983), the Registering Authority,
Rohtak stated (April1983) that action to realise the amount
was being taken. Reply in respect of other cases and
report on recovery is awaited (December 1984).

(b) In the offices of nine Registering Authorities
tax amounting to Rs. 19,179 was not realised in respect
of 11 tractors owned by Market Committees and used for
hire or reward during the years 1979-80 to 1982-83.

On the omission being pointed out in audit between
June 1981 and February 1983, the department recovered
Rs. 8,094 in respect of five tractors. Report on recovery
in the remaining cases is awaited (December 1934).
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(i) The Punjab Motor Vehicles Taxation Act, 1924
and the rules framsd thereunder, allow for exempting a
person from payment of tax in respect of a vehicle for
a quarter if he proves to the satisfaction of the licensing
officer that he has not used or permitted the use of vehicle
throughout the said quarters and -he deposits the regis-
tration certificate with the licensing officer ard also sends
advance intimation of his intention not to use the vehicle
during the quarter for which exemption is claimed.

(@) In Sonepat, Jagadhii, Jind and Bhiwani, the
Haryana Roadways deposited registration certificates of
25 buses and claimed exempiion from payment of tax.
But for the period prior to the date of deposit of the
registration certificates or conveyed intention of not using
the vehicles, tax amounting to Rs. 1,84,140 had not been
recovered.

. On the omission being pointed out in audit (May
1982 to January 1984), the department stated (February
1984 and March 1984) that notices for recovery had since
been issued in Sonepat, Bhiwani and Jind. Reply from
the Registering Authority, Jagadhri as also report on
recovery is awaited (December 1984).

(b) In Bhiwani and Jind, exemption from payment
of tax amounting to Rs. 43,708 in respect of 5 vehicles
owned by Haryana Roadways was allowed, even though
the Roadways had neither deposited the registration certi-
ficates nor sent advance intimation of their intention of
not using the vehicles.

On the omission being pointed out in audit (August
1981 and July 1982), the department stated (February
1984 and March 1984) that notices had since been issued
to recover the amount. Report on recovery is awaited
(December 1984).

(ili) Under the Punjab Motor Vehicles Taxation
(Haryana Amendment) Act, 1970, if tax is paid for the
whole of the financial year in advance by the date . by
which tax for the first quarter is payable, a rebate of 5
- per cent is allowed.
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: () In Karnal, rebate of Rs. 27,027 was allowed
on .tax payable. by Haryana Roadways for the year
1982-83, but the tax for whole of the financial year was
‘paid.-after 30th April 1982, the date by which tax for
first quarter was payable. ' o . S

- On the mistake being pointed out in audit (Novem-_
‘ber 1983), the department stated (March 1984) thatnotices
for recovery of the amount had been issued. Report on
recovery is awaited (December 1984). ' o

"(b) On 19 buses owned by Haryana Roadways in
Karnal, Sirsa and Bhiwani, rebate of 5 per cent was
allowed on tax payable for the years 1979-80 to 1982-83.
* Subsequently, refund of tax claimed by Haryana Road-
ways in respect of vehicles not used during certain quarters
in ‘these years, was -allowed. The rebate allowed was,
however, not kept in view while allowing the refund,
resulting in tax being refunded in excess by Rs. 15,695,

On' the mistake being “pOint‘ed out.in audit (between B

January 1982  and Sept mber 1983), one Registering
. Authority recovered (October 1983) Rs. 7,722. Action to
recover the balance amount was initiated by the other
two Registering Authorities. Report on the recovery is -
awaited (December 1984). ' :

. (¢©) In_Sirsa, Karnal, Kaithal and Jagadhri, five
buses owned by Haryana Roadways were converted into
trucks (between December 1974 and April 1982), but tax
amounting to Rs. 21,600 was- not recovered for different
periods ranging between 1974-75 and 1982-83. . '

On the omission being pointed out in audit (bet- -

‘ween January 1982 and August 1983), the Registering
_ Authority, Karnal stated (March 1984) - that notices had
since” been issued (between August 1982 and March 1984)
to recover the tax. Reply from the remaining Registering
?;éc%orities and report on recovery is awaited (December

Thé _above cases were .reported’ to Government
tetween January 1982 and November 1983; their replies.
are awaited {December 1984). = i '
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4.5. Short recovery of fees

Under the National Permit Scheme, a composite
fee is charged on grant of National Permit. If the per-
mit is granted at any time after the first quarter of the
financial year, the fee is charged pro rata for the quarters
covered treating part of a quarter as afull quarter. Simi-
lar provisions exist under the zonal permit schemes. For
delays in payment of fee, penalty is leviable.

(i) 84 national permits were issued in August and
September 1981 by the Regional Transport Authority in
Hissar. But composite permit fee was charged from the
month of authorisation instead of for the full second
quarter of 1981-82. The mistake resulted in fee being
realised short by Rs. 85,189.

On the mistake being pointed out in audit (Sep-
tember 1983), the department recovered Rs. 36,715 in
respect of 35 permits. Repoit on recovery in the re-
maining cases is awaited (December 1984).

(ii) On 23 zonal permits granted in August and
September 1981, composite permit fee was charged from
the month of authorisation instead of charging it fully
for the second quarter. The mistake resulted in short
realisation of fee by Rs. 18,485,

On the mistake being pointed out in audit (Sep-
tember 1983), the department stated (February 1984) that
action was being taken to recover the amount. Report
on recovery is awaited (December 1984).

" (iii) In Faridabad and Ambala, composite permit
fee in respect of 47 national permits for the year 1982-83
was not received in time, but penalty amounting to
Rs. 13,815, which was leviable, was not levied.

On the omission being pointed out in audit (Sep-
tember 1983 and January 1984), the Regional Transport
Authority, Faridabad stated (February 1984) that efforts
were being made to recover the amount. Report on
reéctification in the other case is awaited (December 1984).

The above cases were reported to Government bet-
ween September 1983 and January 1984; their replies are
awaited (December 1984), '
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4.6. 'Non-renewal of registration of vehicles

Section 24(4) of the Motor Vehicles Act, 1939 was
inserted by the Motor Vehicles (Amendment) Act, 1978:
It provides that a certificate of registration is valid only
for a period of 15 years from the date of issue.: There-
after, it is renewable on payment of a prescribed fee. No
fee for renewal has been prescribed by the State Govern-
ment so far. Fee for first registration is Rs. 20 for
motor cycles or scooters; Rs. 75 for cars or jeeps and Rs. 125
for tractors. . :

In respect of 865 vehicles, registration certificate
had become due for renewal, but registration . had not
been renewed. A sum of Rs. 50,695, which should have
been realised as renewal fee (at rates for first registration),
was lost to Government. '

The failure to collect the fee for want of noti-
fication of rates was pointed out in audit between Novem-
ber 1983 and February 1984; reply of the department is
awaited (December 1984). '

The case was reported to Government between Novem-
ber 1983 and February 1984; their reply is awaited (Decem-
ber 1984). -

B—EXCISE AND TAXATION DEPARTMENT

PASSENGER AND GOODS TAX
4.7. Short levy of goods tax

(1) Government, by a notification issued in September
1982 (effective from 1st October 1982), raised the lump
sum tax, which was leviable on goods transported by
private carriers, from Rs. 1,500 to Rs. 2,000 per annum.

In ten districts, the tax for the last two quarters
of “the year 1982-83 was erroneously levied at the old
rate of Rs. 1,500 per annum. The mistake resulted in
goods tax being levied short by Rs. 23,125.

On the mistake being pointed out in audit (between
June 1983 and December 1983), the department recovered
Rs. 8,125. Report on recovery of the balance amount is
awaited (December 1984).
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to i)a lump sum tax of Rs. 450 per annun. On tractors‘

o with attached trolly which' ate owned. by the Munrcrpa]t
' Commlttees, levy of tax is. pot exempt = ,

In Narnaul on ﬁVe tractors Wrth trol]hes whlch
belonged to two Mummpal Committees, tax aiountin

to Rs. 16,650 for various | perlods durrng the- years 19'72=‘7 '

to 1981 82 was not 1evred

On the incorrect grant of exemptlon from tax- bemg.

'pomted out in audit in_April- 1983, the department res
- ¢overed Rs. 9, 900 (October 1984) .in: one - case. ' Report on’

recovery in the other case: is- awarted (December 1984)

““The . above ‘cases Wwere reported to Govemment'

mim

'between January 1983 and Apnl 1983 thelrreply is aWalted . =

o (December 1984)
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. CHAPTER S .

| OTHER TAX RECEIPTS

' A—STAMP DUTY AND REGISTRATION FEE

5.1, Results of Audit o _

| Test check of the r_ecbrds in departmental ‘offices,
conducted in audit during the year 1983-84, revealed short
levy and mom-levy of stamp duty and régistration fee as
“also other irregularities,..in 860 cases, which broadly fall
under the following categories :— : R

Number of Amount

cases (In lakhs
o ' of rupees) -
1 Irregulaf exeinptions 225 8.02
2. Short levy or non-levy of stamp
- duty and registration fee due to - S
mis-classificatiofl 150 - 4.69
'3, Under-valuation of immovable X ,
" properties : ' 60 | 2.37
“'4, Short levy due to mistakes in
- computation o o 218 0.50
5. ‘Othevr irregu]larities ‘ 207 - 0.94 .
© Total - 860 16.52

- Out of 860 cases pointed out in audit, the depart-
ment had since taken rectificatory action in 116 casesand
recovered Rs. 0.45 lakh. In 79 cases, action had been
initiated by the department to recover an amount of
Rs.0.181akh. In 665 cases, replies are awaited from the
department, ' L
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- Soihe of the important cases are mentioned in the
fellowing paragraphs.

5.2. Short recovery of stamp duty and registration fee due to
under-valuation of immovable property

Under the Indian Stamp Act, 1899, as applicable
in Haryana, if the Registering Officer has reason. to believe
that the value of propsrty or consideration has not been.
truly set forth in the instrument of transfer, he may refer
the same to the Collector for determination of the value
of the property.

On 43 sale deeds executed in Tehsil offices in
Bhiwani and Jind districts, during the years 1978-79,
1979-80 and 1982-83, the value of the properties set forth
in the sale documents was less than the value of similar
properties in the same area, which properties were also
sold around the same period. The under-valuation of the
properties resulted in stamp duty and registration fee
being levied short by Rs. 65,589. The instruments were
not referred to the Collector for determination of value
and duty payable thereon. _

On the omission being pointed out in audit (bet-
ween September 1979 and July 1983), the short levy of
duty and registration fee amounting to Rs. 25,537 was
determined by the Collectors of the respective districts in
respect of 34 deeds. A sum of Rs. 13,688 was recovered in
respect of 25 such deeds; balance amount of Rs. 11,849
was still being recovered. On the remaining 9 deeds
involving revenue of Rs. 40,052, report on rectification is
awaited (December 1984). ‘

The cases were reported to Government between
September 1979 and July 1983; their reply is awaited
(December 1984). ) '

5.3. Short levy due to misclassification

(i) Under the Indian Stamp Act, 1899, as adopted
in Haryana, every instrument mentioned in Schedule I-A
to the Act, is chargeable with duty at the rate indicated
in the Schedule.  Separate rates of duty have been pre-
scribed for different typss of instruments. The classification:
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of “the instrument depends on the nature “of the trah-
saction recorded therein. G

(a) In the offices of the Sub-Registrar, Ballabgarh
and Hodel, six instruments which related to handing over
the possession of the property valuing Rs. 3.97 lakhs,
after receiving full (or part consideration) were chargeable
with stamp duty at higher rates as applicable to conves
yance deed, but were charged with stamp duty at lower
rates as applicable to agreements. The mistakes resulted
in stamp duty being realised short by Rs. 53,285.

On the mistake being pointed out in audit (Feb-
ruary 1983), the department recovered Rs. 435 in one
case. In the remaining five cases, the Government had
since issued directions (July 1983) for determination of
proper duty by the Collector. Report on recovery is
awaited (December 1984). ‘

(b) In the office of the Sub-Registrar, Pehowa,.
an instrument relating to handing over possession of the
property after receiving full consideration, was registered
as an agreement instead of as a conveyance dred. The
mistake resulted in short realisation of stamp duty by
Rs. 21,063 and registration fee by Rs. 500.

- On the mistake being pointed out in audit (May
1983), the department recovered (June 1983) Rs. 21,563. - -

(i) Under the Indian Stamp Act, 1899, as adopted
in Haryana, stamp duty in respect of any instrument
imposing further charge on property already mortgaged
without possession, is chargeable as on a bond for the
amount of further charge secured by such instrument. :

In the office of the Sub-Registrar, Kalka, two.
instruments imposing a further charge of Rs. 6.90 lakhs
each, on morigaged properties, were incorrectly viewed as’
memoranda of agreements instead of as mortgage deeds.
They were accordingly charged with stamp duty and regis-.
tration fee at lower rates. The mistake resulted in stamp
duty being realised short by Rs. 20,695 and registration
fee by Rs. 13,816. o

On the misclassifications being pointed out in
audit (May 1930), the department stated (December 1983) .
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that efforts were being made to recover the amount short
realised. Report on recovery is awaited (December 1984). -

. ({iii) Under the Indian Stamp Act, 1899, a deed
of settlement, inter alia, includes a -non-testamentary dis-
position, in writing, of movable or immovable property
made for any religious or charitable purposes and 1is
<hargedble to stamp duty atarate higher than that charge-
able on a deed of declaration of trust. '

In the office of the Sub-Registrar, Jagadhri, two
instruments (registered on 9th November and 17th Novem-
ber 1978), by which 56 individuals had donated movable
and immovable property to a trust (created for charitable
purposes) were registered - as deeds of declaration of trust
instead of as deeds of settlements and assessed to stamp
duty at the lower rate. The incorrect classification of
the instruments resulted in stamp duty and registraticn
fee being recovered short by Rs. 14,272. :

On the mistake being pointed out in audit (May
1980), the department raised further demand for Rs. 14,272
in July 1983. An appeal filed by the party. was decided
by the District and Sessions Judge (May 1984) in favour
?19' : 4r)e:venue. Report on recovery is awaited (December

The above cases were reported to Government
between May 1980 and September 1983; their reply is
awaited (December 1984).

5.4. Irregular grant of exemption

(i) As per anotification issued in July 1948 wunder
the Indian Stamp Act, 1899, levy of stamp duty on instru-
ments executed by any officer or member of a co-operative
society was exempted, provided the transactions evidenced
by the instrument related to the business of a society
registered under the Co-operative Societies Act. This remis-
sion was withdrawn by Government by issue of a noti-
fication on 8th February 1962 but only in respect of the
instruments executed by co-operative house building socie-
ties in urban areas, co-operative industrial societies and
co-operative dairy farming societies, save where all thg
‘members of such a society belonged to scheduled castes.
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On five instruments executed by a co-operative
house building society, situated in the urban area of
Yamunanagar, on the purchase of land in rural area
during theyear 1982-83, stamp duty amounting to Rs.2.08
lakhs was leviable, but was not levied.

On the irregular grant of exemption being pointed
out in audit (November 1983), the Government confirmed
(March 1984) that exemption frcm stamp duty would not
be admissible in such cases. Report on recovery isawaited
(December 1984).

(i) Under the Indian Stamp Act, 1899 duty, in
respect of aninstrumentofconveyance, is chargeable at the
rates specified in the Schedule I-A to the Act. '

’ In Pillu Khera (Jind), on an instrument of conve-
yance of land, executed by a Samiti, for a consideration
of Rs. 86,250, stamp duty amounting to Rs. 10,812 was
chargeable, but was not charged under the mistakenimpres-
zion that the Samiti was a co-operative society exempt from
uty.

On the mistake being pointed out in audit (Feb-
ruary 1984), the department issued notice for recovery.
Report on recovery is awaited (December 1984).

The cases were reported to Government in February
1984; their reply is awaited (December 1984).

5.5. Non-recovery of stamp duty

The Indian Stamp Act, 1899, as adopted in Haryana,
provides that stamp duty in respect of any instrument
executed out of Haryana and relating to any property situa-
ted, or any matter or thing done or to be done in
Haryana, shall be chargeable at the rates applicable to the
instruments registered in Haryana, when it is received in
the State. In doing so, the amount of duty already paid
outside the State, will be allowed as set-off.

In the office of the Sub-Registrar, Ballabgarh, the
balance of stamp duty amounting to Rs. 11,464 inrespect
of 53 instruments initially registered during the years
1973-74 to 1979-80 in the Central Registry Office, Delhi
and subsequently received in Haryana, was not realised.
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"~ On the omission being pointed out in audit (March
11981), the department stated (April 1984) that Rs. 3,370
had ‘since been recovered and efforts were being made to
recover the balance amount of Rs. 8,094, Report on
recovery is awaited (December 1984).

The case was reported to Government (June 1981),
which directed (March 1984) the Deputy Commissioner
to fix responsibility for non-realisation of balance of duty
and to effect recovery of the same.

5.6. Short levy due to mistake in computation

; Under the Indian Stamp Act, 1899 and the Indian
Registration Act, 1908, stamp duty.and registration..fee
-are leviable on the basis of the value.of consideration set
forth in the instrument. .

In Faridabad and Karnal districts, on 53 instruments
registered during the year 1982-83, stamp duty and regis-
tration fee were levied short by Rs. 24,020 because of mistakes
in calculations..

On the mistakes being pointed " out in ‘audit
(February 1984 and May 1984), the department recovered
(June 1984) Rs. 1,000 in one case. Report on recovery
of the balance amount is awaited.

The cases were reported to Government in FeB—
ruary 1984 and May 1984; their reply isawaited (Decem-
ber 1984). .

B—REVENUE IR
5.7. Short levy of land holdings tax '

(i) As per the Haryana Land Holdings Tax Act,
1973, land tax is leviable on each land holding, including
land owned by Gram Panchayats. :

In Tehsil offices in Faridabad and Kurukshetra,
shamlat lands owned by Gram Panchayats were not
assessed to tax as one holding, but they were assessed
to tax separately in the names of different cultivators.
The mistake resulted in short realisation of .tax by Rs. 86,469

duririg the years 1973-74 to 1981-82.
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On the mistake being pointed out in audit (October
1982 and January 1983), the department recovered( bet-
ween April 1983 and May 1984) Rs. 3,423 and also raised
ademand for Rs. 11,522 in one office. Action for recovery
in the other office had also been initiated.

(ii) Under the Haryama Land Holdings Tax Act,
1973 and the rules framed thereunder, whenever classi-
fication of land is changed, assessment of tax is required
to be revised on the first day of May of the following
year, :

During the years 1974-75 to 1982-83, in 185 assess-
ments in nine districts, the classification of land was
changed, but assessment of land holdings tax was not
revised by the revenue department. The omission resulted
in tax being levied short by Rs. 80,249.

On the omission being pointed out in audit (bet-
ween December 1982 and February 1984), the department
raised (June and July 1984) demand for Rs. 33,572 and
recovered Rs. 10,249. Report on recovery of the balance
amount is awaited (December 1984).

(iii) Under the Haryana Land Holdings Tax Act,
1973, tax is leviable on all land holdings except those
which are exempt.

In Karnal and Panipat, the tax was computed on
land holdings whose area was computed ingorrectly and
differed from the area indicated in the revenue records.
The mistake resulted in tax being levied short by
Rs. 24,265 for the years 1975-76 to 1981-82.

On the mistake being pointed out in audit(Decem-
ber 1982), the department accepted the audit objection
and raised (between May 1983 and October 1984) demand
{%1;3 4gls. 24,265. Report on recovery is awaited (December

- The above cases were reported to Government
between December 1982 and February 1983; their reply is
awaited (December 1984). :
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8.8. Unauthorised retention of cess payable to Government

Under the Haryana Land Holdings Tax Act, 1973
and the rules made thereunder, cess at the rate of 3 per
cent of the land tax is to be levied in respect of each
land holding and retained as remuneration by thecollecting
agency (headman) in full, if the tax is collected and paid
~into treasury within one month of the due date. If the
tax is not credited within one month, but is credited in
the next month, only fifty per cent of the cess collected
is to be retained by the collecting agency. The remaining
fifty per cent isrequired to be credited into the treasury.
In case the tax is not collected and deposited within two
months of the due date, the whole amount of cess is
forfeited to the Government.

In Karnal, Panipat and JFhajjar, during the years
1976 to 1980, the headmen retained the full amount of
cess, even though the tax was not collected and deposited
by them within the stipulated periods. Rupees 36,256
forfeited to Government, were not credited to -Government
account.

On the .omission being pointed out in audit (Jan-
uary and February 1982), the department stated (May
and October 1983) that an amount of Rs. 26,526 was
being recovered and recovery of Rs.4,807 was being wai-
ved. Report on recovery of Rs. 26,526 and action taken
in respect of the balance amount of Rs. 4,923 is awaited
(December 1984).

The cases were reported to Government in January
gg‘ )February 1982; their reply is awaited (December
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CHAPTER 6
NON-=TA,X RECEIPTS

v _ A—C@ @]PERA’I{‘E@N
6 1 Shm‘t reeevelry ef audit fee

: Under the Punjab Co-operative Societies Rules,

‘ 1963 as applicable in -Haryana, every co-operative society:

is liable to pay audit -fee to Government for = the audit’

of its actounts every year by the auditors of the Co-

operative Department. The scale of fees prescribed by

Government for different typss of societies provides - for

payment at cerfain percentages of the net profit of the
_ s001et1es subJect to certain minimum and max1mum limits.

. (1) ][n the .offices of 16 Asswtant Reg1strars, Co--
Opsrative Societies, for the years 1978-79 to 1981-82, audit
fee was recovered from 432 societies on net profits reflec-:
ted in the accounts before their audit by the department.
Additional amount of fee _amounting to Rs.- 4.39 lakhs
Became - recoverable” on .the- basis of the  audited ﬁgures
of proﬁt But the addltlonal amount was notrecovered

"On - the omission bemg pomted out i audit’
(December 1981 to -February 1984), the department reco-
vered Rs. 3.40 lakhs. Report on recovery. of the balance'
amount is awalted (December 1984) : ,

(11) Accordmg to “the scale of fees ﬁxed by the-
Reglstrar, Co-operative Societies, on 9th September 1980,
audit fee was recoverable at the rate of 5 per cent of
. net profit of a co-operative society subject to a minimum
of Rs. 500. The rate was to be apphcable from the
year 1979-80.

JNarnaul M)hmdergarh F:rozepur Jhirka,
Gurgaon and Panipat, credit for interest recoverable on
loans given to msmbzars of ‘the societies had not bzen
taken into account in the Profit 'and Loss Account of
the societies and it resultedin reduction of the net profits,

2
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| @onsequently, there Wwas short reahsa’uon of audif fee by

Rs. 1,47 lakhs from 75 socrehes in. respect of the years:
1979-80 and 1981- 82 _ .

On the m1stake bemg pomted out. in audit (between
October 1981 and December 1983), the department reco-.
vered Rs.1.39 lakhs between February 1982 and August..
1984, Report on recovery of the balance amount’ of
Rs. 8,093 1 is awaited (December 1984). ‘

(iii) In Faridabad district, the accounts of a Co-.
operative Sugar Mill, registered on 8th November ;1973,
were audited in respect of the years '1974-75 to 1978- 79
But minimum audit fee amounting to Rs. 37, 500 was not
recovered -

: On the omission being pointed out in audlt (Novem-
ber 1981), the department raised (May 1984) a demand
for Rs. 37,500 and recovered the amount in July 1984. .

(iv) In Charkhi- Dadri, accounts of  six transport
co-opsrafive societies for the years 1978-79 to 1980-81
sre audited by the dspartmoental auditors bstween ;
March 1930 and April 1982, but.audit fee was not de-
manded under the mistaken view that such societies. were

- exempt from payment of audit fee. The omission resulted -

in minimum audit fee amountmg to Rs. 15,000 not being-.
realised. -

- On the omission bzing - pomted out in audit (Feb-
ruary 1983), - the ~department stated (March 1984) that.
demand for Rs. 15,000 had since been raised. Report on -
recovery is awaited (Dccember 1984). :

W) In M>hindsrgarh, fee' for concﬁrrerit audit of

a Csntral Co-operative Bank for the year -1977-78 was * -

charged at the rate of Rs. 25,000 meant for annual audit, -
instead. of at Rs. 35,000 prescrlbed for concurrent audit. -
The mistake resulted in short -realisation of fee by
Rs. 10,000, : ‘ ' ER

On the mistake bemg pomted ~out in audit

~ (March 1982) the department recovered (March 1983) the

amount.
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(vi) Where a society is under orders for winding

up, no audit fee is payable for the year following the
year in which orders for winding up were issued.

_ In Karnal, Kurukshetra, Narnaul and Dabwali
circles, audit fee was to be demanded in respect of 86
societies under orders for winding up. The orders were
issued during the years 1970-71 to 1981-82. But audit
fee was not demanded for the year in which the socie-
ties were brought under winding up orders. The omis-
sion resulted in audit fee amounting to at least Rs. 15,760
not being realised.

On the omission being pointed out in audit (bet-
ween March 1979 and February 1984), the department
stated (between May 1983 and November 1983) that a
sum of Rs. 850 had since been recovered and that efforts
were being made to recover the balance amount of
Rgs.4)14,910. Report on recovery is awaited (December
1984).

The above cases were reported to Government (bet-
ween March 1979 and March 1984); their reply is awaited
(December 1984).

B—INDUSTRIES

6.2. Non-recovery of money due under contract and interest

Under the Punjab Minor Mineral Concession Rules,
1964, as applicable in Haryana, a mining lease for
quarrying is granted by auction or by inviting tenders,
The lessee is required to deposit 25 per cent of the bid
amount as security and another 25 per cent as advance
payment immediately on the allotment of the contract.
The balance amount of contract money is payable in
advance in quarterly instalments. In the event of default
in payment, the competent authority may, by giving
a notice terminate the contract, forfeit the security and
recover interest at the rate of twelve per cent per annum
for the period of default,

(1) Contracts for extraction of boulder, bajri and
sand from quarries in Dehisara (Sonepat district) and
Deodhar (Ambala district) were granted after obtaining
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annual bids of Rs. 10,000 and Rs. 95,100 for the years
ending 31st March 1982 and 31st March 1983 respec-
tively. The contractors failed to pay the quarterly ins-
talments from April 1981 and November 1981 respec-
tively. No action was taken .by the department to ter-
minate the contracts or to recover the balance amount
of Rs. 1,39,410 (Rs. 9,543 in Sonepat and Rs. 1,29,867
in Ambala). Interest recoverable on overdue amounts
amounted to Rs. 31,239 upto March 1984,

On the omission being pointed out in audit (July
1982 and May 1983), the department issued (August
1982) recovery certificate in the former case and re-
covered Rs. 1.34 lakhs in the latter case. Security of
Rs. 23,775, in the latter case which was liable to be
forfeited, was adjusted (not forfeited) against the out-
standing dues in contravention of the terms of the con-
tract. Report on recovery of amount due and interest
in the former case is awaited (December 1984).

~(ii)) In Ambala, in 34 cases, quarterly instalments
had ‘not been paid before the due dates, during the
years 1981-82 and 1982-83. The delays ranged between one
week and seventeen months. Interest chargeable upto
the date of actual payment (falling between June 1981
and April 1983) amounted to Rs. 78,095, which was
not demanded.

On the omission being pointed out in audit (May
1983), the department ‘recovered (between September 1983
and July 1984) the amount.of Rs. 78,095.

(iii) In Sonepat district, quarterly instalments on
five leases had not been paid within the prescribed period
during the year 1982-83. Interest amounting to Rs. 12,058,
which was chargeable, was not demanded.

On the omission bzing pointed out in audit (July
1983), the department stated (March 1984 and July 1984)
that the amount of Rs. 11,895 had since been recovered.
Report on recovery of the balance amount is awaited
(December 1984).

_ The above cases were reported to Government in
%32)1983 and July 1983; their reply is awaited (December
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C—BUILDINGS AND ROADS

6.3. ‘Non-recovery of rent for fans

| Under the Punjab Civil Services Rules and the
departmental 1nstruct:ons, rent is recoverable in respect
of fans installed in residential buildings and mamtamed
at the cost of Government, :

In Bhiwani, Kaithal and Sonepat, rent for fans was
either not recovered or was recovered short from the
occupants of residential buildings during the period from
March 1973 to January 1979. Rent not realised amounted
to Rs. 39,416.

.- On the mistake being pointed out in audit (bet-
ween August 1978 and March 1979), the department
recovered Rs. 6,936. Report on recovery of the balance
amount is awaited (December 1984).

The cases were reported to Government between
August 1978 and March 1979; their reply is awaited
(December 1984).

6.4. Non-levy of tools and plant charges on deposit works

Under the departmental Financial Rules, charges
for tools and plant used in non-Government works, exe-
cuted by Public Works Divisions, are recoverable at the
prescribed rates from the non-Government bodies con-
cerned.

In a Public Works Division in Panipat, charges for
tools and plant were not taken into account while pre-
paring estimates of six deposit works. The omission
resulted in non-realisation of tools and plant charges
amounting to Rs. 28,131.

On the omission being pointed out in audit
(February 1983) the department stated (September 1983)
that the estimates were being revised in order to recover
the charges for tools and plant from the concerned agen-
cies.

The case was reported to Government in March -
1983; their reply is awaited (December 1984). :

3



57
6.5. Non-recovery of rent for lands leased to private parties

In respect of Government lands leased for setting
up petrol pumps and approach roads, rent is recover-
able at rates prescribed by the Government.

In Sirsa, Ambala and Hissar districts, rent recover-
able for- Government land leased to private parties, for
setting up p:trol pumps and approach roads amounted
to Rs. 23,439, but the amount was not realised during
the years 1971-72 to 1982-83.

On the omission being pointed out in audit (bet-
ween June 1979 and October 1983), the department re-
covered Rs. 8,383. Report on recovery of the balance
amount of Rs. 15,056 is awaited. : .

The case was reported to Government (between
June 1979 and October 1983); their reply is awaited
(December 1984).

D—AGRICULTURE
6.6. Interest mot charged.on belated payments

As per provisions of Punjab Sugarcane (Regulation
of Purchase and Supply) Act, 1953 and rules made there-
under (as applicable to Haryana), the occupier or agent
of a factory has to pay purchase tax on sugarcane
by the prescribed date. In the event of default, interest
at the rate of fifteen per cent per annum is chargeable
for the period of default.

In Yamunanagar, on belated payments of purchase
tax amounting to Rs. 1,21.86 lakhs during the crushing
season 1981-82, interest amounting to Rs. 6.58 lakhs
was chargeable from a sugar mill, but was not charged.

On the omission being pointed out in audit (June
1983), the department stated (August 1984) that action
to recover the interest had been initiated. Report on
recovery is awaited (December 1984).

The case was reported to Government in June
1983; their reply is awaited (December 1984).
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E—FINANCE

6.7. State Lotteries

In order to mobilise additional resources, the
Government of Haryana has been conducting State lot-
teries from November 1968 except that during the period
from September 1979 to December 1979 and from April
1980 to June 1980, the lotteries were suspended. The
tickets are sold through agents who are paid a com-
mission, but the scheme is administered by a Directorate
in the Finance Department.

(i) The financial results of the draws held during
the years 1978-79 to 1983-84 are given below :—
197879  1979-80 1980-81  1981-82 198283  1983-84
(In lakhs of rupees)
Gross Collection 1,45.81  1,2236  1,55.11 28844  6,83.08 9,50.72

(Revised estimates
of collection) (90.00)  (1,39.00)  (1,70.00) (2,65.00)  (6,48.00) (9,44.00)

Total expenditure 1,24.61 1,20.00 1,52.31 2,64.53 5,79.14 8,03.79
Net realisation 2120 2.36 2.80 23.91 1,03.94 1,46.93
Percentage of 14.53 1,93 1.80 8.28 15.21 15.45
net realisation

to gross

collection

. The, decline in the percentage of net realisation
during the years 1979-80 and 1980-81 was attributed to
suspension of lotteries for some months during these
years.

(i) Two lotteries were conducted with first prize
of Rs. 1 lakh (Maha Laxmi Weekly Lottery) and Rs. 10,000
(Janta Monthly Lottery). The Janta lotteries were also
converted into weekly lotteries from 2nd January 1980.
The profits from Janta weekly draws declined from April
1983 because competition from other State lotteries was
affecting Haryana lotteries and it was discontinued from

24th May 1983.

((iii) A new lottery, viz., Super Weekly Lottery
was Introduced from 27th July 1983 with first prize of



i{s 15 lakhs But only four draws were held and 1t___- o

 was closed in August 1983

. Under the Sup°r Weekly draWs, 18 lakh tickets ,_
' —of Rs 2 each were to be sold. The amount of prize -~

“monies ‘for. each draw was fixed at ~ Rs. 22.96. lakhs,

~estimating profit’ from a draw. at. Rs. 3.25 lakhs. ‘But o

.7 -sale: proceeds from tickets amounted to only Rs..71.32 .

~ lakhs in the four draws, instead ‘of Rs. 1,44 lakhs and
net loss was Rs. 26. 43" lakhs instead of a profit ‘of

"Rs. 13 lakhs. ‘Further, loss of Rs. 96,372 was incurred

.:_ - on prmtmg Lof tlckets for fifth- and sixth draws,
" ‘Which never took” place.” "The department concluded that o

“bumper draw -tickets. and Re.. one -tickets were popu]lar
-:but ot tlckets in: mlddle ranges - , , L

(1v) As" per the ﬁnancxal ‘rules, departmental re-

* Ceipts cannot..be utilised for: expendlture However, the .

sale - proceeds from lottery tickets - were being utlhseq

- for meetlng contingent expenditure and- ‘payment of com-
~ mission and. bonus to agents and sellers.” Sale proceeds
amounting to Rs. 96,745 were also allowed to be retained

by -the ‘agents jand. sellers during the .year '1982-83 and

- the amount was eventually -adjusted “against their claims.

These practices  were. irregular as. per Financial Rules.
_The question of relaxing the rules in the case of lottery
department was stated to be under conmsideration of “the-
‘Government. . No rules and.regulations have been “framed
. for accountmg of lottery - tickets. For -each draw, account

of prizes given and. .unclaimed prlzes were not main-
tained. - The department had not”introduced any- system -

-of ‘internal audit .of the lottery recelpts and  ‘expenditure,
saVe 9f’c;r appomtmg an ASS]lStant Dnector for the pulpose :
' m 1971-72. L

, Non-mamtenance of detalled accounts in prop =r
- form and non-introduction “of internal audit system was

- attributed- by the department (October 1984) to shortage T
of staﬁ‘ e :



o The above ﬁndmgs were reported to Governmen}tz .?,j‘?"_if
 din Septembcr 1984 thenf rephes are awalted (Deccmbcr Sl

!f_.1984)
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APPENDIX i ‘
(Reference Paragraph 1 Z Page 4)

VARIATIONS BETWEEN BUDGET ESTIMATES A,ND o
~ACTUAL RECEIPTS S :

H@id of Year ' Budget Actuals Vanatlon Pcrcens o
Rﬂvenue - estimates. ~ Increase tageof -
U, (+)/de= variation -

' creasc ‘Increase :

(m) C(Por:

-decrease L

o e e 6 6 o

(In dfdfe‘s of m-pé'es)i e

1 Sales 198182 1,21.90 1538.37 ()16.47 (P4

Tax . 1982-83 159 00 1,59.26. (+)0.26 . ..
L 1983-84 - .1 87 00 166 32 v(===)20 48 (-=-=-)111 :

2. State  1981-82 45.00 - 51,99 (4)6.99 (D16 -

Excise 198283 60.38 6101 (§)1.53 ()3

1983-84  68.00 . 6840 (+) 040 (D1

3. Taxes 1981- -82  40. 85 - 39,65 (=) 1200 (—)3
om0 1982-83 46,00 - 46.26 (+) 0:26 (1
Goods 1983 84 ‘;57 00 o 51 34 (===) 5 66, (=)10
Passe- -~ ' ' e
- ngers - S :
4, Stamps 1981-82 - 19, 68, -25.37 (4)
.. and - '1982:83 ©32.00 . 25.18 =-%
Regls=- " 1983- 84‘ 33.00 - 28.08 (—)
tratlon ‘ L
5. Taxes . 1981- 82' 18, 39 - 12.70. - (=) 5.69 .(=—=)31'
and - 1982-83 25.43 . -19.77 (=) 5.66 (—)22

Duties 1983 84 18, 64 2619 ROEET (_{_)41; .

) Elect-sv o
o omcity-
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APPENDIX TI

(’Referenée : Pakagraph 1.3; Page 4)

STATEMENT SHOWING THE COST OF COLLECTION
"~ UNDER THE PRINCIPAL HEADS OF TAX REVENUE

Head of Account Year  Gross Expendi~ . Percen-
collection ~ ture ‘tage of
expendi-
ture to-
gross
“collec-
t_lon
A ' (In crores of rupees)
~ 1, Stamps and 1981-82 25.37 . 0.20 0.79
- Registration 1982-83 25.18 0.19 0.75
" Fees 1983-84 28 .08 0.19 0.68
2. State Excise 1981-82  51.99  0.29  0.56
‘ 1982-83 - 61.91 0.47 . 0.76
1983-84 68.40 @.41j 0.60
3. Sales Tax 1981-82  1,38.37 2.69] 1.94
, 1982-83  1,59.26 ~ 3.22| 2.02
1983-84 1,66.52 3.52°  2.11
4. Taxes on 1981-82 10.75  0.21 1.95
Vehicles - 1982-83 11.54  0.25 2.17 -
1983-84 ©12.65 0.31 . 2.45
5. Other Taxes 1981-82 - 60.49  0.13 0.21
and Duties* - 1982-83 75.41 0.17 -0.23
1983-84 86.47 0.24 - 0.28
(@%M%&h-_\n“n—%—t—\_s_hh%‘\a&w L .

' *Rigures against Other Taxes and Duties comprise
collections and expendlture under the followmg heads of

revenue —

- (1) Taxes on Goods and Passengers.

(if) Taxes and Duties on Electricity.

(111) Other Taxesand Duties on Commodltnes and

Services,
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APPENDIX NI

(Reference : Paragraph 1.5 Page; 6)
REVENUE PENDING COLLECTION AS ON

31ST MARCH 1984

Head of revenue

1. Sales Tax
2. Taxes and Duties on Electricity

3. Agriculture (Purchase tax on
sugarcane)

4, State Excise
5. Medical
6. Taxes on Goods and Passengers

7. Other Taxes and Duties on
. Commodities and Services—

» Entertainment Tax
_ 8. Jails

9. Taxes on Immovable Property other
than Agricultural Land

- 10. Animal Husbandry

~ 11. Other Taxes on Income and
Expenditure

Amount
pending
collection

Amount
of re-
venue in
arrears
more
than

five
years

old

(In crores of rupees)

21.73
6.84

2.33
2:13

0.75
0.32

0.23
0.22

0.11
0.11

0.06

5.19
2.14

1.43
0.06
0.53
0.03

0.02

0.11
0.08

0.06
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S sta,ndmg under the followmg recelpi heads

(u) Relatwely ﬁarge mumbur of audu‘. objectnons are oufc=

Year T

Il Saﬂes 'E‘ax

Upto f‘f‘1979w8@ e
i ?5;1980“81;5 :
L 11‘9;8158_2
BRI 5 T
S ;:1983 . : -
Tota,]lﬁ- o
2, "Eaxes on Vehn cles 5
- U]Pto - ~:-1979=8@ .
- o1oses1
’ "_,”3‘11'9582.,33“- s
RS “1;1983 84
Total:

3 State Exclse -
 Upto fj 197%8@

s
1081-82 . r. _

Numbcr
of ins-

_ ,pectmn :

A Tepoﬂisw

L(g)iii

RS TR
a ""'_;211..?;-,
BT

Nuﬁjbezr

- of audit
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5 i .._(ur) The ‘more. 1mportant types of 1rregularrt1es notrcedi ‘f; |
" during lochl audit of Sales- Tax (Karnal ‘and Sonepat -

(a) Sales Tar

" districts) and those relating. to Mines and Mlne_ralsi,,'
‘which: are strll to be’ settled are grvenbelow —_

o Serlal Nature of 1rregularrty et Number Amount
g number R R , S ofcases - involved S
’ R T S _ (In lakhs -
of rupees))

1. Under-assessment under Central R
,*Sales Tax-Act . o 7 R 3. 0 93
“Incorrect computatron of turnover - ‘~ 65 "-]_Ul8 18
:‘f’-:_'Non/short levy of penalty ST Cl40 6987
| Non-levy-of interest . - '70"08 :
Apphcatron of mcorreet rate of tax 7 N l 62
"_"Others 8212 08

=

Total _ 256 1 72 76

R

I‘I%I'I L ) l.x,

: '('b)_ Mznes and Mmerals

"1, “Loss of revenue due to non= -

.f*--acceptance/uregular Tevocation of oo
oo bids 3 S50 0 29.83
2.0 Non—reahsatron of dead rent/royalty; <) G 20. 63 g

3.. Non-levy of royalty on 1llegal LA
~ extraction of mrnerals o S ':-";"_[{_’4&44j*- 2' 3905* '

L 4, Non/short recovery of contract o

e money and interest - T 2;1}226 223 32
- _5;"faNon/short reahsatmn of royalty S 3,,:1'09 2 57 96

o 60thers L6040 68.24
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