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PREFACE

This Report of the Comptroller and Auditor General of India has been
prepared for submission to the Governor under Article 151 of the Constitution
for being laid before the State Legislature.

The Report for the year ended 31 March 2013, contains significant audit
findings noticed during audit of receipts of taxes on sales, trade etc., state
excise, taxes on vehicles, land revenue, stamps and registration fees, taxes and
duties on electricity and mining receipts.

The cases mentioned in the Report are among those which came to notice in
the course of test audit during 2012-13 of accounts for the period 2011-12 as
well as those which came to notice in earlier years but could not be reported in
previous Audit Reports; matter relating to the period subsequent to 2011-12
have also been included wherever necessary.

Audit has been conducted in conformity with the Auditing Standards issued by
the Comptroller and Auditor General of India, based on the auditing standards
of the International Organisation of Supreme Audit Institutions.



OVERVIEW

This Report contains 27 paragraphs including one review relating to non/short
levy/loss of tax/duty having financial implication of X 633.61 crore, of which
audit observations of ¥ 513.04 crore have been accepted by the Government/
Departments. Some of the major findings are mentioned in the following
paragraphs.

1. General

The total receipts of the Government of Jharkhand for the year 2012-13 were
% 24,769.55 crore against X 22,419.45 crore during 2011-12. The revenue
raised by the State Government amounted to X 11,759.30 crore comprising tax
revenue of I 8,223.67 crore and non-tax revenue of T 3,535.63 crore. The
receipts from the Government of India were I 13,010.25 crore (State’s share
of divisible Union taxes: X 8,188.05 crore and grants-in-aid: ¥ 4,822.20 crore).
Thus, the State Government could raise only 47 per cent of the total revenue.
During 2012-13, Taxes on Sales, Trade ectc. (X 6,421.61 crore) and Non-
ferrous Mining and Metallurgical Industries (X 3,142.47 crore) were the major
source of tax and non-tax revenue respectively.

(Paragraph 1.1)

The number of Inspection Reports (IRs) and audit observations issued upto
December 2012, but not settled by June 2013, stood at 994 and 6,945
respectively involving X 10,977.96 crore. In respect of 221 IRs, issued upto
December 2012, even the first replies had not been received though these were
required to be furnished within one month of the date of issue of the Report.

(Paragraph 1.6.1)

Test check of the records of 130 units relating to Taxes on Sales, Trade etc.,
State Excise, Land Revenue, Taxes on Vehicles, Stamps and Registration
Fees, Taxes and Duties on Electricity and Mining Receipts conducted during
2012-13, revealed underassessment/short levy/loss of revenue aggregating
% 1,532.94 crore in 25,784 cases. During the course of the year, the concerned
Departments accepted under-assessment and other deficiencies of I 568.52
crore involved in 21,067 cases and effected recovery of X 7.02 crore in 1,024
cases in 2012-13.

(Paragraph 1.9.3)

11. Taxes on Sales, Trade etc.

Cross-verification of records/data obtained from three District Mining Offices,
Indian Bureau of Mines, Kolkata and South Eastern Railway, Lohardaga with
the records of four Commercial Taxes Circles revealed non-registration of
dealers engaged in mining activities/suppression of turnover resulting in
non/short realisation of tax of ¥ 12.85 crore including penalty of X 8.38 crore.

(Paragraph 2.10)

Irregularities in determination of sales/purchase turnover of 34 dealers
registered in 14 Commercial Taxes Circles resulted in non/short levy of tax
and penalty of X 280.70 crore.

(Paragraph 2.11)
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In five Commercial Taxes Circles, in case of five assessees, application of
incorrect rate of tax resulted in short levy of tax of ¥ 1.11 crore.

(Paragraph 2.12)

In three Commercial Taxes Circles, in case of five assessees, there was
inadmissible allowance of Input Tax Credit of ¥ 16.98 lakh. Besides, penalty
of ¥ 55.59 lakh was also leviable.

(Paragraph 2.14)

In three Commercial Taxes Circles, there was misuse of declarations in Form
‘C’ by three assessees. Penalty of X 1.64 crore, though leviable was not levied.

(Paragraph 2.15.1)

Penalty of X 70.90 lakh was not levied for excess collection of tax in case of
two dealers registered in two Commercial Taxes Circles. Besides excess
collected tax of X 35.45 lakh was also not forfeited.

(Paragraph 2.16)

III. State Excise

There was non/delayed settlement of 138 retail excise shops in eight Excise
Districts during the years 2010-11 and 2011-12.
(Paragraph 3.8)

IV. Taxes on Vehicles

Tax and penalty of X 18.97 crore due for the period between May 2009 and
February 2013 from 4,204 vehicle owners pertaining to 16 Transport Offices
was neither paid by the owners nor demanded by the Department.

(Paragraph 4.8)

In 15 Transport Offices, in case of 3,495 private vehicles, one-time tax of
% 6.52 crore though leviable after expiry of tax validity, was not levied.
Besides, interest and penalty of ¥ 1.75 crore was also leviable.

(Paragraph 4.9)

In eight Transport offices, collecting banks remitted the tax revenue collected
by them into the Government account after delay ranging between one and
eleven months. But the interest of ¥ 7.60 crore payable on delayed remittance
was not credited by the collecting banks.

\'A Land Revenue

GM Khas/Aam land measuring 13.341 acres were transferred for commercial
purposes by seven Anchal offices without realisation/short computation of
salami and capitalised value of X 4.06 crore.

(Paragraph 4.10)

(Paragraph 5.8)

Vviil
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VI. Other Tax Receipts

Stamps and Registration Fees

A paragraph on “Levy and Collection of Stamp duty and Registration fees
on lease agreements of immovable properties and Development
Agreements” revealed the following:

e Non-renewal of 82 mining leases deprived the Government of Stamp duty
and Registration fees of X 47.39 crore.
(Paragraph 6.7.3.1)

e Absence of a mechanism of inter-departmental exchange of
data/information resulted in non-registration of leases by Urban Local
Bodies/Committees/Anchal Offices/ATMs and consequent non-levy of
Stamp duty and Registration fees of ¥ 74.56 lakh.

(Paragraph 6.7.3.2)

e Non-execution/non-registration of lease deeds of 6,764 residential quarters
leased out by a Public Sector Undertaking resulted in non-levy of Stamp
duty and Registration fees of X 1.51 crore.

(Paragraph 6.7.3.3)

Taxes and Duties on Electricity|

A review of “Levy and Collection of Electricity Duty in Jharkhand”
revealed the following:

e There is no system in place for internal audit and cross-verification of
transaction of electrical energy.
(Paragraph 6.10.9)

e Inspection fee amounting to I 3.42 crore was not realised by the Chief
Electrical Inspector from 924 industries/units pertaining to the periods
between 2008-09 and 2012-13.

(Paragraph 6.10.10.1)

e There was short levy of electricity duty amounting to ¥ 15.80 crore
including penalty of X 13.10 crore during the period between 1996-97 and
2008-09 from 16 assessees in four Commercial Taxes Circles due to
application of incorrect rates.

(Paragraph 6.10.12)

e Allowance of incorrect exemption to an assessee during the period
between 2003-04 and 2012-13 resulting in underassessment of electricity
duty of ¥ 55.43 crore including mandatory penalty of X 43.33 crore.

(Paragraphs 6.10.15.1 & 6.10.15.2)

e C(Cross-verification of data of the Jharkhand State Energy Regulatory
Commission pertaining to the period 2007-08 with the returns furnished by
the Jharkhand State Electricity Board led to detection of suppression of
912.46 million units of electrical energy which resulted in non-levy of
electricity duty and surcharge of ¥ 8.01 crore besides mandatory penalty of
% 22.62 crore.

(Paragraph 6.10.16.1)
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e Cross-verification of data of fitness certificate issued to diesel generating
sets by the Chief Electrical Inspector to industries and other business
establishments led to detection of 804 unregistered assesses of which 48
found registered after due date and consequent non-levy of penalty of
R 6.60 crore.

(Paragraph 6.10.18)

VII. Mining Receipts

Application of incorrect rate of royalty on dispatch of 96.31 lakh MT of coal
and Iron ore by three District Mining Officers in case of 28 lessees resulted in
short levy of royalty of ¥ 32.22 crore.

(Paragraph 7.7)

Downgrading of dispatched coal of 3.88 lakh MT by two collieries and failure
of the District Mining Officers (Godda and Ramgarh) to detect the same
through scrutiny of returns resulted in short levy of royalty of ¥ 1.22 crore.

(Paragraph 7.8)

Non-scrutiny of monthly returns vis-a-vis demand, collection and balance
register by the District Mining Officer, Deoghar resulted in suppression of
dispatch of 67,740.94 MT of coal by a lessee and consequent short levy of
royalty of X 1.18 crore.

(Paragraph7.9)
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EXECUTIVE SUMMARY

Marginal growth Total tax and non-tax revenue of the State during

rate in revenue 2012-13 was X 11,759.30 crore which represented a

receipts of the State marginal growth rate of 17.69 per cent over the
earlier year. Out of this X 8,223.67 crore was from tax
revenue and X 3,535.63 crore from non-tax revenue.
The State received T 4,822.20 crore as Grants-in-aid
and X 8,188.05 crore as share of net proceeds of
divisible Union Taxes.

Poor response of the ~ We have not received even the first replies to 221
Department/Govern-  Inspection Reports issued by us from 2003-04 to

ment towards audit December 2012.
Non-production of Fifteen offices of four Departments (Commercial
records to audit Taxes, Revenue and Land Reforms, Transport and

Mines and Geology) did not furnish 260 assessment
records during 2012-13.

Limited impact of Ten Departmental audit committee meetings were

Departmental audit held during 2012-13 and 301 outstanding paragraphs

committee meetings having financial implication of ¥ 66.78 crore were
settled.

Impact of earlier Out of the total observations of I 3,787.98 crore

Audit Reports pointed out in Audit Reports of 2007-08 to 2011-12,

the = Government/Departments  accepted  audit
observations having money value of X 1,246.91 crore
and recovered X 509.29 crore as of 31 March 2013.

Impact of Audit We test checked 130" units of various Departments
conducted by us in during 2012-13 and noticed non/short levy of taxes,
2012-13 duties, royalties etc. revenue aggregating I 1,532.94

crore in 25,784 cases. During the course of the year,
the concerned Departments accepted under-
assessment and other deficiencies of ¥ 568.52 crore
involved in 21,067 cases. The Departments effected
recovery of ¥ 7.02 crore in 1,024 cases in 2012-13.

Excluding one test checked unit of Jharkhand State Mineral Development Corporation.



CHAPTER - I: GENERAL
1.1 Trend of receipts

1.1.1 The tax and non-tax revenue raised by the Government of Jharkhand
during 2012-13, the State’s share of net proceeds of divisible Union taxes,
duties assigned to States and grants-in-aid received from the Government of
India during the year and the corresponding figures for the preceding four
years are mentioned below:

R in crore)
‘ 2008-09 ‘ 2009-10 ‘ 2010-11 ‘ 2011-12 ‘ 2012-13

Revenue raised by the State Government

I. | Tax revenue 3,753.21| 4,500.12| 5,716.63| 6,953.89| 8,223.67
e Non-tax revenue 1,951.74 | 2,254.15| 2,802.89| 3,038.22| 3,535.63
Total 5,704.95 | 6,754.27| 8,519.52| 9,992.11| 11,759.30

Receipts from the Government of India
e State’s share of

I1. . 5392.11| 5,547.57| 6,154.35| 7,169.93| 8,188.05"
divisible Union taxes
e  Grants-in-aid 2,115.78| 2,816.63| 4,107.25| 5,257.41| 4,822.20
Total 7,507.89 | 8,364.20| 10,261.60 | 12,427.34 | 13,010.25

Total receipts of the

III. | State Government 13,212.84 |15,118. 47 | 18,781.12 | 22,419.45 | 24,769.55
(I&10)

IV. | Percentage of I to 111 43 45 45 45 47

The above table indicates that during the year 2012-13, the revenue raised by
the State Government (X 11,759.30 crore) was 47 per cent of the total revenue
receipts. The balance 53 per cent of receipts during 2012-13 was from the
Government of India.

It is also seen that the revenues of the State Government were increasing at
Compounded Annual Growth Rate (CAGR) of 15.56 per cent during past five
years.

For details, please see Statement No. 11 - Detailed accounts of revenue by minor heads in
the Finance Accounts of the Government for the year 2012-13. Figures under the major
heads 0020 - Corporation tax, 0021 - Taxes on income other than corporation tax,
0028 - Other taxes on income and expenditure (except Minor Head - 107- Taxes on
Professions, Trades, Callings and Employments), 0032 - Taxes on wealth, 0044 - Service
tax, 0037 — Customs, 0038 - Union excise duties and 0045 - Other taxes and duties on
commodities and services- Minor Head - 901 - Share of net proceeds assigned to State
booked in the Finance Accounts under “A-Tax revenue” have been excluded from the
revenue raised by the State and included in the State’s share of divisible Union taxes in this
statement.
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1.1.2 The following table presents the details of tax revenue raised during the
period 2008-09 to 2012-13:

® in crore)

Heads of revenue 2008-09 | 2009-10 | 2010-11 2011-12 | 2012-13 |Percentage of
increase/

decrease in
2012-13 over

2011-12
1 | Taxes on Sales, Trade etc.|2,996.20 |3,597.20 | 4,473.43 |5,522.02 |6,421.61 | (+) 16.29
2 | State Excise 205.46| 322.75| 388.34| 457.08| 577.92| (+)26.44
3 Eteaer;‘ps and Registration | 19, 15| 93890| 32835| 401.17| 492.40| (+)22.74
4 | Taxes on Vehicles 201.57| 234.21| 31237 391.92| 465.36| (+) 18.74
5 | Taxes and Duties on 4347| 46.87| 53.50| 7276 110.72| (+)52.17
Electricity
6 |Land Revenue 53.33 41.28| 130.65| 5294 96.38 | (+)82.06
Taxes on Goods and
Passengers - Tax on
7 ity o Gols i 54.02 12.44 21.08| 40.95 0.51| (-)98.75
Local Arecas
Other Taxes and Duties
8 |on commodities and 7.00 7.17 8.91 15.05 1528 | (+)1.53
services
Taxes on Professions,
9 | Trades, Callings and - - - - 43.49 -
Employments”

Total 3,753.21/ 4,500.12 5,716.63 | 6,953.89|8,223.67| (+) 18.26

Source:  Finance Accounts of the Government of Jharkhand.

Breakup of Tax Revenue for 2012-13
R in Crore)

15.28, 0%

110.72, 1%

465.36, 6%
492.40, 6%

B Taxes on Sales, Trade etc.

= State Excise

Stamps and Registration Fees
B Taxes on Vehicles
¥ Taxes and Duties on Electricity
Land Revenue
Taxes on Goods and Passengers - Tax on Entry of Goods into Local Areas
Other Taxes and Duties on commodities and services

Taxes an Professions, Trades, Callings and Employments

[Figures in percentage indicate share in total tax revenue]

The reasons for variation in receipts in 2012-13 from those of 2011-12 in
respect of some principal heads of tax revenue were as under:

> Enforced by S.0. 7 dated 29 June 2012.




Chapter - I: General

Taxes on Sales, Trade etc.: The increase of 16.29 per cent was attributed
(September 2013) by the Department to better and effective tax administration
and revision/enhancement in rate of VAT.

State Excise: The increase of 26.44 per cent was attributed (June 2013) by the
Department to increase in the percentage of settlement of excise retail shops
and increase in the rates of different kinds of fees.

Stamps and Registration Fees: The increase of 22.74 per cent was attributed
(August 2013) to increase in the value of land and property.

Taxes on Vehicles: The increase of 18.74 per cent was attributed (June 2013)
to increase in number of vehicles registered.

Taxes and Duties on Electricity: The increase of 52.17 per cent was
attributed (September 2013) to better tax administration.

The other Departments did not furnish the reasons for excess/shortfall despite
request (December 2013).

1.1.3 The following table presents the details of non-tax revenue raised
during the period 2008-09 to 2012-13:

(X in crore)
Heads of revenue 2008-09 | 2009-10 | 2010-11 2011-12 2012-13 | Percentage of
increase/
decrease in

2012-13 over
2011-12

Non-ferrous Mining

1 |and Metallurgical 1,477.94| 1,733.15] 2,055.90| 2,662.79| 3,142.47 | (+) 18.01
Industries
Forestry and Wild Life 7.20 3.57 4.76 3.71 422 (+)13.75
3 |Interest Receipts 109.53| 153.20 98.74 44.16 7223 | (+)63.56

Social Security and
Welfare

5 | Others 352.82| 350.74] 619.64] 312.14] 296.23 (-)5.10

4.25 13.49| 23.85 15.42 2048 | (+)32.81

Total 1,951.74 | 2,254.15| 2,802.89| 3,038.22| 3,535.63 | (+) 16.37

Source: Finance Accounts of the Government of Jharkhand.

Breakup of Non-Tax Revenue for 2012-13

(X in crore)
20.48, 1%
—=

72.23, 2% 28623, 8%

422, 0%

= Non-ferrous Mining and Metallurgical Industries

® Forestry and Wild Life

Interest Receipts
® Social Security and Welfare

Others
[Figures in percentage indicate share in totul non-tax revenue]
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The reasons for variation in receipts in 2012-13 from those of 2011-12 in
respect of Non-ferrous Mining and Metallurgical Industries was attributed
(September 2013) by the Department to increase in rate of royalty on coal.

The other Departments did not furnish the reasons for excess/shortfall despite
request (December 2013).

1.2 Variation between budget estimates and actuals

The variation between the revised budget estimates (BEs) and actuals of
revenue receipts for 2012-13 under the principal heads of tax and non-tax
revenue were as mentioned in the following table:

R in crore)

Heads of revenue Revised Actual Variation Percentage of
estimates receipts (+) increase variation

(-) shortfall (+) increase
(-) decrease

A. Tax revenue

1. | Taxes on Sales, Trade etc. 6,650.00 | 6,421.61 | (-) 228.39 (-)3.43
2. | State Excise 650.00 577.92 | (-) 72.08 (-) 11.09
3. | Stamps and Registration Fees 490.00 492.40 (+) 2.40 (+) 0.49
4. | Taxes on Vehicles 550.00 465.36 | (-) 84.64 (-) 15.39
5. | Taxes and Duties on Electricity 142.00 110.72 | (-)31.28 (-) 22.03
6. | Land Revenue 82.00 96.38 | (+)14.38 (+) 17.54
7, | Other Taxes and Duties on 2800 051 | (92749 | (-)98.18

Commodities and Services

Taxes on Goods and Passengers
8. | —Tax on Entry of Goods into 20.00 15.28 (-)4.72 (-) 23.60
Local Areas

B. Non-tax revenue
Non-ferrous Mining and

1. sl etterll Tnclriicies 3,209.92 | 3,142.47 | (-)67.45 (-)2.10
2. | Forestry and Wild Life 4.80 422 (-) 0.58 (-) 12.08
3. | Interest Receipts 65.00 72.23 (+)7.23 (+) 11.12
4. | Social Security and Welfare 19.00 20.48 (+) 1.48 (+) 7.79

Source: Finance Accounts of the Government of Jharkhand and the revised estimates as per the Statement of
Revenue and Receipts of Government of Jharkhand for the year 2013-14.

The reasons for shortfall in receipts against the BE during 2012-13 in respect
of some principal heads of tax revenue were as under:

State Excise: The shortfall of 11.09 per cent was attributed by the Department
to fixation of target higher than the revenue potential of the State in addition to
constraints of poor infrastructure and shortage of personnel.

Taxes on Vehicles: The shortfall of 15.39 per cent was attributed by the
Department to shortage of staff and non-establishment of inter-State
permanent check posts.

The other Departments did not inform (December 2013) the reasons for
variation despite request (between April and September 2013).

1.3 Cost of collection

The gross collection in respect of major revenue receipts, expenditure incurred
on their collection and the percentage of such expenditure to gross collection
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during 2012-13 along with the all-India average percentage of expenditure on
collection in 2011-12 were as mentioned in the following table:

Heads of revenue Collection | Expenditure | Percentage |All-India average
on of expenditure | percentage of
collection of | on collection 2011-12
revenue
1. | Taxes on Sales, Trade etc. 6,421.61 36.50 0.57 0.83
2. | Taxes on Vehicles 465.36 4.51 0.97 2.96
3. | State Excise 577.92 14.92 2.58 2.98
4. | Stamps & Registration Fees 492.40 11.24 2.28 1.89

Source:  Finance Accounts of the Government of Jharkhand.

The above table indicates that the percentage of expenditure on collection in
Stamps and Registration Fees was higher than all-India average. The
Department needs to look into the matter and take steps to reduce the higher
cost of collection. However, we appreciate that the cost of Collection on Taxes
on Sales, Trade etc., Taxes on Vehicles and State Excise was lower than all-
India average.

1.4 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2013 in respect of some principal heads
of revenue amounted to ¥2,986.09 crore, of which ¥ 1,343.30 crore was
outstanding for more than five years as mentioned below:

in crore

Heads of Amount Amount Remarks
revenue outstanding | outstanding for

as on 31 more than five
March 2013 years as on 31
March 2013

Out of ¥ 1,940.85 crore, demands of
X160.01 crore were certified for
recovery as arrears of land revenue.
Recovery of T 641.28 crore and X 1.72
crore was stayed by the Courts and the

Taxes on other appellate authorities respectively.
1. | Sales, Trade 1,940.85 1,159.59 Demand of X 23.15 crore were held up
etc. due to dealer/party becoming insolvent

and a sum of X 1.78 crore was likely to
be written off. Specific action taken in
respect of the remaining arrears of
21,112.91 crore has not been
intimated (December 2013).

Out of the closing balance of arrears of
% 31.37 crore as on 31 March 2013,
demand for ¥ 13.30 crore was certified
for recovery as arrears of land revenue,
recovery of ¥ 15.98 crore was stayed
by the Courts and other judicial
2. | State Excise 31.37 25.29 authorities, recovery of X 10.55 lakh
was held up due to parties becoming
insolvent and a sum of X 16.08 lakh
was likely to be written off. Specific
action taken in respect of the
remaining amount of Y 1.82 crore has
not been intimated (December 2013).
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Heads of Amount Amount Remarks

revenue outstanding outstanding for
as on 31 more than five

March 2013 years as on 31

March 2013

Out of ¥250.70 crore, demands of
I48.14 crore were certified for
recovery as arrears of land revenue,
3 Taxes on 250.70 Not recovery of X 1.41 lakh was stayed by
’ Vehicles ' furnished the Courts. Specific action taken in
respect of the remaining arrears of
% 202.55 crore has not been intimated

(December 2013).

Out of ¥933.34 crore’, demands of
3463.34 crore were certified for
recovery as arrears of land revenue.
Recovery of ¥ 408.38 crore and ¥ 8.68
crore was stayed by the Courts and the
Non-ferrous other appellate authorities respectively.
Mining apd 76317 158.42 Demand of I 28.65 lakh and X 2.67
Metallurgic crore were held up due to
al Industries rectification/review of application and
dealer/party  becoming  insolvent
respectively. Specific action taken in
respect of the remaining arrears of
X49.98 crore had not been intimated
(December 2013).

Total | 2,986.09 | 1,34330 |

The position of arrears of revenue pending collection at the end of 2012-13 in
respect of other Departments was not furnished (December 2013) despite
active pursuance by us (between April and September 2013).

1.5 Refunds

The refund cases pending at the beginning of 2012-13, claims received during
the year, refunds allowed during the year and cases pending at the close of the
year are indicated in the following table:

X in lakh

Particulars VAT/Taxes and Duties on
Electricity

No. of cases Amount
1. Claims outstanding at the beginning of the year® 608 2,599.86
2. Claims received during the year 23 1,708.34
3. Refunds made during the year 1 0.31
4. Balance outstanding at the end of the year 630 4,307.89
5. Interest paid due to belated refunds NIL NIL

Source:  Information furnished by the Commercial Taxes Department.

Refund cases under VAT, pending beyond ninety days of the application
claiming refund, entail payment of simple interest at the rate of six per cent
per annum. The Government may, therefore, take effective steps to dispose of
the cases within the stipulated period.

> The Department furnished stages of recovery of arrears for an amount of ¥ 933.34 crore

although they had reported arrears of ¥ 763.17 crore.
Differs by 134 cases and X 2.06 crore from the data furnished in the previous year.

8
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1.6 Response of the Departments/Government towards Audit

1.6.1 Compliance to Audit Observations

We conduct periodical inspections of the Government departments to test
check the transactions and verify the maintenance of the accounts and other
records as prescribed in the rules and procedures. Our inspections are followed
up with the inspection reports (IRs) incorporating irregularities detected during
the inspection and not settled on the spot, which are issued to the heads of the
offices inspected with copies to the next higher authorities for taking prompt
corrective action. The heads of the offices/Government are required to report
compliance through initial reply to us within one month from the date of issue
of the IRs. Serious financial irregularities are reported to the heads of the
Departments and the Government.

We reviewed the IRs issued upto December 2012 and found that 6,945
paragraphs having financial implication of X 10,977.96 crore relating to 994
IRs remained outstanding at the end of June 2013. The corresponding figures
for the preceding two years are mentioned in the following table:

in crore

| June2011® | June2012 | June2013
Number of outstanding IRs 1,998 963 994
Number of outstanding audit observations 9,320 6,100 6,945
Amount involved 11,500.30 9,794.39 10,977.96

The Department-wise details of the IRs and audit observations outstanding as
on 30 June 2013 and the amounts involved are mentioned below:

SL Names of Nature of receipts Number of Number of Money value
No.| Department outstanding |outstanding audit| involved
IRs observations
Taxes on Sales, Trade etc. 177 3,443 3,126.05
1 Commercial Entry Tax 48 112 25.79
Taxes Electricity Duty 23 51 54.53
Entertainment Tax etc. 10 10 0.53
o [Bxeiseand g pcise 106 483 498.86
Prohibition
3 [Revenueand 1 .4 Revenue 208 26 | 1374.75
Land Reforms
4 |Transport Taxes on Motor Vehicles 154 813 391.25
5 |Registration Stamps and Registration Fees 121 367 3,422.06
6 Mines and Non-ferrous Mining and 147 1,240 2.084.14

Geolog Metallurgical Industries
Total | 994 | 6945 [10,977.96

Even the first replies, required to be received from the heads of offices within
one month from the date of issue of the IRs, were not received for 221 IRs
issued from 2003-04 to December 2012. This large pendency of the IRs due to
non-receipts of the replies is indicative of the fact that the heads of offices and
heads of the Departments did not initiate action to rectify the defects,
omissions and irregularities pointed out by us in our IRs.

Including IRs and outstanding observations relating to Forest and Environment
Department and Water Resources Department.

9
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We recommend that the Government may take suitable steps to design
effective procedures to ensure prompt and appropriate response to audit
observations. The Government may also institute systems for taking
action against officials/officers who fail to send replies to the
IRs/paragraphs as per the prescribed time schedule.

1.6.2 Departmental audit committee meetings

The details of the 10 audit committee meetings held during 2012-13 and the
paragraphs settled are mentioned below:

(R in crore)
Heads of revenue ‘ Number of ‘ Number of ‘ Amount
meetings held paragraphs settled
Taxes on Sales, Trade etc. 2 57 3.26
Stamps and Registration Fees 1 07 0.37
State Excise 1 31 2.98
Taxes on Vehicles 2 78 34.89
Land Revenue 2 40 0.57
Non-ferrous Mining and ) 28 2471

Metallurgical Industries
Total | 10 | 301 | 66.78

In view of large number of outstanding audit observation as mentioned in
preceding paragraph, it is necessary that audit committees should meet
regularly and ensure appropriate action on all audit observations leading to
their settlement.

1.6.3 Non-production of records to Audit for scrutiny

The programme for local audit of tax/non-tax receipts offices is drawn up
sufficiently in advance and intimations are issued, usually one month before
we commence the audit, to the Department to enable them to keep the relevant
records ready for audit scrutiny.

During 2012-13, 260 assessment records relating to 15 offices of four
Departments (Commercial Taxes, Revenue and Land Reforms, Transport and
Mines and Geology Departments) were not made available to us for audit. The
office-wise break-up of such cases is given below:

Name of Office ‘ Number of assessment cases/
records not produced to audit
Dy. Commissioner of Commercial Taxes (DCCT),
. 70
Sahebganj Circle
DCCT, Jharia Circle 35
DCCT, Ramgarh Circle 26
DCCT, Ranchi South Circle 19
DCCT, Singhbhum Circle, Jamshedpur 7
DCCT, Chirkunda 3
Dy. Collector Land Reforms (DCLR), Ranchi 42
DCLR, Hazaribag 19
DCLR, Bundu 18
DCLR, Ramgarh 10
Additional Collector, Ranchi 1
District Transport Officer, Hazaribag 3
Director of Mines, Jharkhand, Ranchi 3
District Mining Office (DMO), Deoghar 2
DMO, Dhanbad 2
Total 260




Chapter - I: General

1.6.4 Response of the Departments to the draft audit paragraphs

As per the instructions issued (1966) by the Government of Bihar, as
applicable to the Government of Jharkhand, audit observations raised during
local inspection are to be replied by the concerned authorities after issue of
inspection reports. The observations of serious irregularities are converted into
draft paragraphs and forwarded to the concerned administrative Departments/
Government for their replies/comments within six weeks. In case of non-
receipt of the reply or if the reply furnished by the Departments/Government is
not satisfactory, the draft paragraphs are included in the Audit Report. The
Government, after laying the Audit Report in the legislature, forwards
explanatory notes on the relevant paragraphs to the Committee on Public
Accounts (PAC) for vetting by the Principal Accountant General (PAG). After
discussion, the PAC makes recommendations for compliance by the
Government within six months for final settlement of the paragraph.

Forty Draft Paragraphs (clubbed into 27 paragraphs including one review
included in this Report) were forwarded (between May and July 2013) to the
Secretaries to the Government of the Departments concerned followed by
reminders issued between July and August 2013. The reply furnished by the
Government in respect of the 35 draft paragraphs® relating to Taxes on Sales,
Trade etc., State Excise, Taxes on Vehicles, Stamps and Registration Fees,
Taxes and Duties on Electricity and Non-ferrous Mining and Metallurgical
Industries have been suitably incorporated in the Report. In the remaining
cases the Government has not furnished any reply (December 2013).

1.6.5 Follow up on Audit Reports — summarised position

The Committee on Public Accounts stipulates submission of explanatory notes
by the concerned Department on paragraphs and reviews included in the Audit
Report indicating action taken or proposed to be taken, within three months
from the date of presentation of the Audit Report to the legislature. The
summarised position of follow-up on Audit Reports is as under:

Audit Report Date of No. of No. of paragraphs No. of paragraphs

ending on presentation in | paragraphs | where explanatory where explanatory

the legislature notes received notes not received
1 | 31 March 2000 21.03.2002 36 17 19
2 31 March 2001 17.12.2003 35 11 24
3 31 March 2002 03.08.2004 27 11 16
4 31 March 2003 24.03.2005 42 25 17
5 | 31 March 2004 19.12.2005 31 22 09
6 | 31 March 2005 24.08.2006 29 24 05
7 | 31 March 2006 04.04.2007 27 17 10
8 | 31 March 2007 26.03.2008 36 16 20
9 | 31 March 2008 10.07.2009 42 27 15
10 | 31 March 2009 13.08.2010 41 14 27
11 | 31 March 2010 29.08.2011 26 10 16
12 | 31 March 2011 06.09.2012 32 00 32
13 | 31 March 2012 27.07.2013 25 00 25
Total | 429 | 194 | 235

Including partial reply of 16 draft paragraphs from Commercial Taxes Department.

Audit had no information about any decision taken by the competent authority about
discussion by PAC of the pending paragraphs of the Audit Reports relating to the areas/
districts falling under the jurisdiction of Jharkhand, for the periods prior to the constitution
of the State of Jharkhand.
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Our review of the outstanding 429 paragraphs included in 13 Reports of the
Comptroller and Auditor General of India (Revenue Receipts/Sector) for the
year ended 31 March 2000 to 31 March 2012 disclosed that the Departments
had submitted explanatory notes on 194 paragraphs only.

This indicates that the executive did not take prompt action on the important
issues highlighted in the Audit Reports.

1.7 Evaluation of clearances of Audit observations-

Registration Department

Status of issues highlighted in the Inspection Reports/Audit Reports of the
Departments/Government, the performance of the Registration Department
to deal with the cases detected in the course of local audit conducted during
2004-05 to 2012-13 and also the cases included in the Audit Reports for the
years 2004-05 to 2012-13 was evaluated. The succeeding paragraphs 1.7.1 and
1.7.2 narrate the trend of clearance during the year 2004-05 to 2012-13.

1.7.1 Position of Inspection Reports

The summarised position of inspection reports issued during 2004-05 to
2012-13 1n respect of the Registration Department, paragraphs included in
these reports and their status as on 31 March 2013 are tabulated in the
following table:

Addition during the |Clearance during the | Closing balance during

Opening balance
P e year year the year

Money Money
value value

2004-05 | 174 364 22.79| 23 76 441 1 2 0f 196| 438 27.20
2005-06 | 196 438 27.20| 27| 75 352 6 42 | 0.21| 217| 471 30.51
2006-07 | 217 471 30.51) 10| 31 022 0 3 0.02| 227| 499 30.71
2007-08 | 227 499 30.71) 13| 40 2510 3 14 | 0.38| 237| 525 32.84

2008-09 | 237 525 32.84| 12| 51 2.73| 38 88 | 0.69 | 211| 488 34.88
2009-10 | 211 488 34.88) 10| 28 546|131 320 [23.76 | 90| 196 16.58
2010-11 | 90 196 16.58 18| 149 [3,410.95| 18 65 | 2.60| 90| 280 |3,424.93
2011-12 | 90 280 |3,424.93| 12| 49 202 1 17 | 0.57| 101| 312 |(3,426.38
2012-13 | 101 312 [3,426.38| 13| 46 271 2 21 0.44| 112| 337 |3,428.65

During the period 2004-05 to 2012-13, we issued 138 IRs containing 545
paragraphs with financial implication of X 3,434.53 crore. At the same time
200 IRs involving 572 paragraphs with monetary value of X 28.67 crore were
settled by conducting audit committee meetings with the Department and
through regular interactions with them. At present, 112 IRs containing 337
paragraphs with monetary value of ¥ 3,428.65 crore are pending for
settlement, of which 54 IRs containing 65 paragraphs having money value of
% 5.29 crore are more than five years old (between 2004-05 and 2007-08).

1.7.2  Recovery of accepted cases

During the period 2004-05 to 2012-13, we included nine paragraphs including
one review of "Receipts from Stamp Duty and Registration Fees including
IT aspect” and a paragraph on “Levy and collection of Stamp duty and
Registration fees on lease agreements of immovable properties and

12
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Development Agreements” having financial implication of ¥ 11.38 crore in
the Audit Reports. The Department has so far accepted five paragraphs
involving ¥ 5.17 crore®. However, the Department reported recovery of T 2.39
lakh during 2012-13 against accepted cases.

We recommend that the Government should take appropriate steps to
recover the Government revenue against accepted cases.

1.7.2.1 Action taken on the recommendations accepted by the

Departments/Government

A review of "Receipts from Stamp Duty and Registration Fees including
IT aspect" pertaining to the Registration Department featured in the Audit
Report (Revenue Receipts) of the Comptroller and Auditor General of India
for the year ended 31 March 2010, wherein some recommendations were
made by us.

The Government/Department was requested (August 2013) to intimate the
system adopted to monitor the action to be taken/action taken on the
recommendations included in the review and assurances given by them in the
exit conference held in September 2010. We have not received any reply in
this connection from the Department (December 2013).

1.8 Audit planning

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

During the year 2012-13, the audit universe comprised of 445 auditable units,
of which 131 units were audited during the year. The details are mentioned in
the following table:

o Principal Head ‘ Total no. of Units audited
: units during 2012-13

1 | Taxes on Sales, Trade etc. 46 29

2 | Taxes on Vehicles 27 16

3 | Stamps and Registration Fees 41 15

4 | State Excise 23 18

5 | Land Revenue 270 32

6 | Non-ferrous Mining and Metallurgical Industries 33 20

7

Jharkhand State Mineral Development Corporation 5 1
Total 445 131

Besides the compliance audits mentioned in the table above, a review of
“Levy and collection of Electricity Duty in Jharkhand” and a paragraph on

¥ Includes accepted recoverable cases having financial implication of ¥ 2.46 crore raised in

this Report.
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“Levy and collection of Stamp duty and Registration fees on lease
agreements of immovable properties and Development Agreements” were
also taken up to examine the efficacy of the tax administration of these
receipts.

1.9 Impact of audit

1.9.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

Out of the total observations of X 3,787.98 crore pointed out in Audit Reports
2007-08 to 2011-12, the Departments/Government accepted audit observations
with a total revenue impact of X 1,246.91 crore and recovered X 509.29 crore
as of 31 March 2013. The details are shown in the following table:

R in crore)
Year of Audit Total money value Accepted money Recovery made

Report value during 2012-13° Upto 2012-13
2007-08 842.65 153.76 1.99 191.78
2008-09 1,171.03 88.57 14.64 235.28
2009-10 237.97 48.74 17.42 54 .41
2010-11 1,051.61 644.77 1.69 27.05
2011-12 484.72 311.07" 0.77" 0.77

3,787.98

1.9.2

Status of compliance to outstanding Inspection Reports
(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 477 units relating to
Taxes on Sales, Trade etc., State Excise, Taxes on Vehicles, Land Revenue,
Stamps and Registration Fees, Taxes and Duties on Electricity and Non-
ferrous Mining and Metallurgical Industries having observations with revenue
implication of <9,302.36 crore in 1,59,155 «cases. Of these, the
Departments/Government accepted audit observations in 1,23,010 cases
involving X 1,833.75 crore and recovered X 9.31 crore upto 2012-13. The
details are shown in the following table:

(R in crore)

No. of

Amount objected Amount accepted Amount

un‘its No. of cases Amount No. of cases Amount recovered upto
audited 2012-13 out of
Col. 6
3 4 5 6

2007-08 84 73,595 1,639.11 69,540 385.74 0.56
2008-09 90 33,254 1,807.08 24,063 585.97 0.23
2009-10 87 4,599 819.44 3,870 62.84 0.37
2010-11 99 16,775 4,066.95 7,058 404.56 6.48
2011-12 117 30,932 969.78 18,479 394.64 1.67

| 1,833.75 |

| 1,59,155 | 9,302.36 | 1,23,010

Figures are based on data/information furnished by the Excise & Prohibition, Transport,
Registration and Mines & Geology Departments.

Including notional loss of ¥ 80.63 crore on account of non/delayed settlement of retail
excise shops under Excise and Prohibition Department.

The Registration Department intimated recovery of X 2.39 lakh during 2012-13. However,
year-wise breakup was not furnished.
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1.9.3 Status of compliance to Inspection Reports (2012-13)

Our test check of the records of 130 units'? relating to Taxes on Sales, Trade
etc., State Excise, Land Revenue, Taxes on Vehicles, Stamps and Registration
Fees, Taxes and Duties on Electricity and Mining Receipts conducted during
2012-13, revealed underassessment, non levy, short levy of revenue, etc.
aggregating I 1,532.94 crore in 25,784 cases. During the course of the year,
the concerned Departments accepted under-assessment and other deficiencies
of X 568.52 crore involved in 21,067 cases of which 20,928 cases involving
% 343.47 crore was pointed out during 2012-13 and the rest in earlier years.
The Departments effected recovery of X 7.02 crore in 1,024 cases in 2012-13.

1.9.4 This Report

This report (Chapters II to VII) contains 27 paragraphs including one review
of “Levy and Collection of Electricity Duty in Jharkhand” and a paragraph
on “Levy and collection of Stamp duty and Registration fees on lease
agreements of immovable properties and Development Agreements”
relating to short/non-levy of tax, duty and interest and penalty involving
financial implications of X 633.61 crore. The Departments/Government have
accepted audit observations involving X 513.04 crore.

2 Excluding one test checked unit of Jharkhand State Mineral Development Corporation.
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CHAPTER-11

TAXES ON SALES,
TRADE ETC.




EXECUTIVE SUMMARY

What we have In this Chapter we present a few illustrative cases having

highlighted in  recoverable financial implication of ¥ 304.67 crore selected

this Chapter from observations noticed during our test check of records
relating to assessment and collection of Taxes on Sales,
Trade etc. in the office of the Deputy Commissioners of
Commercial Taxes/Assistant Commissioners of
Commercial Taxes, where we found that the provisions of
the Acts/Rules were not observed.

It is a matter of concern that similar omissions have been
pointed out by us repeatedly in the Audit Reports for the
past several years, but the Department has not taken
corrective action.

Trend of In 2012-13, the collection of taxes from Taxes on Sales,

receipts Trade etc. increased by 16.29 per cent over the previous
year which was attributed by the Department to better and
effective tax administration and revision/enhancement in
rate of VAT.

Internal Audit The system of VAT audit has been envisaged in the
Jharkhand VAT Act. The criteria and guidelines for
selection of dealers for the purposes of audit assessment
and audit thereof have been notified (July 2011). The Wing
has started functioning at the Headquarters’ level and at the
divisional level at Ranchi, Jamshedpur and Dhanbad.

Impact of In 2012-13, we test checked the records of 29 units relating
audits to Taxes on Sales, Trade etc. and found non/short
conducted by  realisation/levy of tax, penalty etc. involving ¥ 511.05
us in 2012-13 crore in 642 cases.

The Department accepted non/short realisation/levy of tax
and other deficiencies of ¥ 229.77 crore in 56 cases pointed
out by us, of which X 5.23 crore involved in 36 cases were
pointed out during 2012-13 and the rest in earlier year.

Our The Commercial Taxes Department needs to improve

conclusion the internal control system so that weaknesses in the
system are addressed and omissions of the nature
detected by us are avoided in future.
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2.1 Tax administration

The levy and collection of Sales Tax/Value Added Tax and Central Sales Tax
are governed by the Jharkhand Finance (JF) Act, 2001 (repealed from 1 April
2006), Jharkhand Value Added Tax (JVAT) Act, 2005 and the Central Sales
Tax (CST) Act, 1956. The Secretary-cum-Commissioner of Commercial
Taxes is responsible for administration of these Acts and Rules in the
Commercial Taxes Department (CTD). He 1is assisted by Additional
Commissioner and Joint Commissioners of Commercial Taxes (JCCT), Joint
Commissioners of Commercial Taxes of Bureau of Investigation (IB),
Vigilance and Monitoring, along with other Deputy/Assistant Commissioners
of Commercial Taxes.

The State is divided into five commercial taxes diViSiOI‘lSl, each under the
charge of a Joint Commissioner (Administration) and 28 circles’, each under
the charge of a Deputy/Assistant Commissioner of Commercial Taxes
(DCCT/ACCT). The DCCT/ACCT of the circle, responsible for levy and
collection of tax due to the Government, besides survey, is assisted by
Commercial Taxes Officers. A Deputy Commissioner of IB is posted in each
division to assist the JCCT (Administration) and a DCCT (Vigilance and
Monitoring) is posted under the control of Headquarters in each division.

2.2 Trend of receipts

Actual receipts from Taxes on Sales, Trade etc. during the period
2008-09 to 2012-13 along with the total tax receipts during the same period is
exhibited in the following table:

Year Revised Actual Variation Percentage Total tax Percentage of
budget receipts excess (+)/ of variation | receipts of actual receipts
estimates shortfall (-) the State from Taxes on

Sales, Trade etc.
vis-a-vis total tax

receipts
2008-09 | 3,715.00 | 2,996.20 | (-) 718.80 | (-) 19.35 3,753.21 80
2009-10 | 4,200.00 | 3,597.20 | (-) 602.80 | (-) 14.35 4,500.12 80
2010-11 | 4,503.00 | 447343 | (92957 | (-)0.66 | 5,716.63 78
2011-12 | 5,633.25 | 5,522.02 | (-)111.23 | (9)1.97 | 6,953.89 79
2012-13 | 6,650.00 | 6,421.61 | (-)228.39 (-)3.43 8,223.67 78

Source: Finance Accounts and the revised estimates as per Statement of Revenue and Receipts of Government of
Jharkhand for 2013-14.
From the above table, it could be seen that there was variation between revised
budget estimates and actual receipts in all the years which ranged between
0.66 and 19.35 per cent. Reasons for this, though called for, have not been
furnished.

Dhanbad, Dumka, Hazaribag, Jamshedpur and Ranchi.

Adityapur, Bokaro, Chaibasa, Chirkunda, Deoghar, Dhanbad, Dhanbad Urban, Dumka,
Giridih, Godda, Gumla, Hazaribag, Jamshedpur, Jamshedpur Urban, Jharia, Katras,
Koderma, Lohardaga, Pakur, Palamu, Ramgarh, Ranchi East, Ranchi South, Ranchi
Special, Ranchi West, Sahebganj, Singhbhum and Tenughat.
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In 2012-13, the collection of taxes from Taxes on Sales, Trade etc. increased
by 16.29 per cent over the previous year which was attributed by the
Department to better and effective tax administration and revision/
enhancement in rate of VAT.

2.3 Cost of collection

The gross collection from Taxes on Sales, Trade etc., expenditure incurred on
their collection and the percentage of such expenditure to gross collection
during 2008-09 to 2012-13 along with the all-India average of the relevant
preceding year are mentioned in the following table:

R in crore)
Collection Expenditure on Percentage of All-India average percentage
collection of revenue | expenditure on collection of the preceding year

2008-09 | 2,996.20 24.88 0.83 0.83
2009-10 | 3,597.20 31.17 0.87 0.88
2010-11 | 4,473.43 37.48 0.84 0.96
2011-12 | 5,522.02 50.20 0.91 0.75
2012-13 | 6,421.61 36.50 0.57 0.83

Source: Finance Accounts of the Government of Tharkhand.

The above table indicates that percentage of expenditure on gross collection in
respect of Taxes on Sales, Trade etc. during 2012-13 was below all India
average percentage for the previous year.

We appreciate the efforts of the Department in keeping down the cost of
collection and recommend that the Department should ensure this trend in the
subsequent years also.

2.4 Working of Internal Audit Wing

The system of VAT audit has been envisaged in the JVAT Act. The criteria
and guidelines for selection of dealers for the purposes of audit assessment and
audit thereof have been notified (July 2011). The Wing has started functioning
at Headquarters’ level and divisional level at Ranchi, Jamshedpur and
Dhanbad. The Department reported (September 2012) that assessment records
of 812 dealers were sclected for VAT Audit in March 2012. However, the
Department did not report the number of cases covered under audit assessment
during the year 2012-13 despite being requested.

2.5 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2013 were I 1,940.85 crore, of which
% 1,159.59 crore were outstanding for more than five years as reported by the
Department. The year-wise position of arrears of revenue during the period
2008-09 to 2012-13 is depicted in the following table:

R in crore
Opening balance of arrears Closing balance of arrears
2008-09 1,261.41 1,737.21
2009-10 1,737.21 1,856.26
2010-11 1,856.26 1,737.74
2011-12 1,737.74 1,860.83
2012-13 1,860.83 1,940.85

Source: Commercial Taxes Department, Government of Tharkhand.
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The arrears of revenue increased from X 1,860.83 crore as on 31 March 2012
to I 1,940.85 crore on 31 March 2013. While the Department did not furnish
information regarding addition and clearance of arrears during the year, it
mformed that out of ¥1,940.85 crore, demands of ¥ 160.01 crore were
certified for recovery as arrears of land revenue, recovery of I 641.28 crore
and X 1.72 crore was stayed by the Courts and the other appellate authorities
respectively, demand of I23.15 crore was held up due to dealer/party
becoming insolvent and amount of ¥ 1.78 crore was likely to be written off.
Specific action taken in respect of the remaining arrears of ¥ 1,112.91 crore
has not been intimated (December 2013).

We recommend that the Government may consider issuing directions to
the Department for speedy settlement of the arrear cases by constant
monitoring and recovering the arrears as arrears of land revenue by
invoking provisions of the Bihar and Orissa Public Demands Recovery
Act, 1914.

2.6 Arrears in assessment

The details of cases pending at the beginning of the year 2012-13, cases
becoming due for assessment during the year, cases disposed of during the
year and number of cases pending finalisation at the end of the year as
furnished by the Commercial Taxes Department is shown in the following
table:

Opening New cases Total Cases Balance at Percentage

balance due for assessments disposed of the end of of column
assessment due the year 6 to 4

3 5

2008-09 | 15,009 36,770 51,779 38,544 13,235 25.56
2009-10 | 13,235 56,106 69,341 49,422 19,919 28.73
2010-11 | 19,919 64,145 84,064 66,874 17,190 20.45
2011-12 | 17,190 63,515 80,705 50,473 30,232 37.46
2012-13 | 31,244° 58,087 89,331 53,385 35,946 40.24

Source: Commercial Taxes Department, Government of Jharkhand.

From the above table, it would be seen that pendency in finalisation of
assessments ranged between 20 to 40 per cent. This would result in delay in
realisation of revenue/loss of revenue due to cases becoming barred by
limitation.

We recommend that the Department may consider evolving an action
plan to finalise the outstanding assessments in a time-bound manner.

2.7 Analysis of collection

The break-up of the total collection at the pre-assessment stage and after
regular assessment of Taxes on Sales, Trade etc. during the year 2012-13 and
corresponding figures for the preceding four years as furnished by the
Commercial Taxes Department is mentioned in the following table:

*  The figures furnished by the Department differ from those reported as balance in previous

year.
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(X in crore)

Amount Amount collected | Penalties for delay| Amount | Net collection | Percentage
collected at pre- | after regular in payment of refunded |as per Finance | of column 2
assessment stage assessment taxes Accounts to 6

3 5

2008-09 | 2,797.40 54.07 0.56 0.47 2,996.20 93.36
2009-10 | 3.319.44 84.74 0.82 0.06 3,597.20 92.27
2010-11 4.,446.53 98.59 2.53 0.07 4,473.43 99.40
2011-12'] 5,557.94 77.30 2.00 4.25 5,522.02 100.65
2012-13°|  6,464.81 124.84 6.39 0.00° 6,421.61 100.67

Source: Information furnished by the Commercial Taxes Department.

2.8 Impact of Audit

2.8.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out cases of non/short
levy of tax, irregular allowance of exemption from tax, application of incorrect
rates of tax, non-levy of penalty, short levy of tax due to incorrect
determination of turnover, irregular allowance of concessional rate of tax,
non-levy of penalty for excess collection of tax etc. of ¥ 1,246.57 crore in 59
paragraphs. Of which the Department/Government accepted our observation
of T 537.17 crore and reported recovery of ¥ 149.42 crore upto 2011-127.

Details are shown in the following table:
R in crore)

No. of Amount Accepted Amount recovered
paragraph objected recoverable upto 2011-12 out of
amount Col. 4

2007-08 16 294.95 77.35 40.60

2008-09 16 199.13 68.69 60.54
2009-10 9 208.10 3.09 26.00
2010-11 10 320.19 320.02 22.28
2011-12 8 224.20 68.02 0.00

Total | 59 | 1,24657 | 53717 |

Source: Information furnished by the Commercial Taxes Department.

149.42

2.8.2 Status of compliance to outstanding Inspection Reports

(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 103 units relating
Taxes on sales, trade etc., and pointed out non/short levy, non/short
realisation, under-assessment/loss of revenue, incorrect exemption,
concealment/suppression of turnover, application of incorrect rate of tax,
incorrect computation etc., with revenue implication of X 2,656.88 crore in
2,225 cases. Of these, the Department/Government accepted audit
observations in 278 cases involving ¥ 893.05 crore and recovered I 4.82 crore
upto 2012-13. The details are shown in the following table:

The figures for 2011-12 include amount collected under VAT, Luxury Tax and Entry Tax.
The figures for 2012-13 include amount collected under VAT, Luxury Tax and Entry Tax.
% 0.00 crore =X 0.31 lakh.

Recovery during 2012-13 had not been reported by the Department.

~N O v
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No. of units Amount objected Amount accepted Amount recovered

audited No. of Amount No. of Amount upto 2012-13 out of
2007-08 19 445 589 61 138 42 0.16
2008-09 17 227 265.58 53 131.51 0.00
2009-10 22 525 640.42 31 6.49 0.03
2010-11 24 399 366.62 62 324.03 4.13
2011-12 21 629 794.65 48 292.60 0.50

| Total | 103

| 2,656.88

2.8.3 Status of compliance to Inspection Reports (2012-13)

During 2012-13 we test checked the records of 29 units (having revenue
collection of X 4,531.08 crore) out of 46 units relating to Taxes on sales, trade
etc., and found non/short levy of tax, irregular allowance of exemption from
tax, application of incorrect rates of tax, non-levy of penalty, short levy of tax
due to incorrect determination of turnover, irregular allowance of concessional
rate of tax, non-levy of penalty for excess collection of tax/ mistake in
computation etc. involving I 511.05 crore in 642 cases which fall under the
following categories:

(X in crore)
. Categories ‘ No. of cases Amount
1 | Non/short levy of tax 237 332.53
2 | Irregular allowance of exemption from tax 113 35.39
3 | Application of incorrect rates of tax 47 10.44
4 | Non-levy of penalty 92 32.51
5 Short 1§Vy . of tax due to incorrect 24 2895
determination of turnover
6 | Irregular allowance of concessional rate of tax 22 1.70
Non-levy of penalty for excess collection of
7 . . . 11 0.29
tax/mistake in computation
8 | Other cases 96 69.24
Total | 642 | 511.05

The Department accepted non/short realisation/levy of tax and other
deficiencies of X 229.77 crore in 56 cases pointed out by us, of which ¥ 5.23
crore involved in 36 cases were pointed out during 2012-13 and the rest in
earlier year and recovered ¥ 9.52 lakh in six cases.

In this chapter we present a few illustrative cases having recoverable financial
implication of ¥ 304.67 crore. These are discussed in the succeeding
paragraphs.
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2.9 Audit observations

Our scrutiny of assessment records of Sales Tax, Value Added Tax (VAT) and
Central Sales Taxes (CST) indicated several cases of non-observance of the
provisions of the Acts/Rules and notifications issued thereunder, suppression
of sales/purchase turnover, non-registration of dealers, turnover escaping
assessment, non/short levy of tax/penalty, incorrect adjustment of input tax
credit (ITC), application of incorrect rate of tax etc., as mentioned in the
succeeding paragraphs in this chapter. These cases are illustrative and are
based on a test check carried out by us. Such omissions on the part of
assessing authorities (AAs) are pointed out by us each year, but not only do
the irregularities persist, these remain undetected till an audit is conducted.
There is need for the Government to improve the internal control system
including strengthening of internal audit.

2.10 Results of cross-verification

The JVAT Act and Rules made thereunder provide that for widening the tax
base the Circle in-charge and Investigation Bureau shall identify through
survey, those dealers who though liable to pay tax under the Act, remained
unregistered.

During our scrutiny we detected short realisation of revenue of ¥ 12.85 crore
pertaining to the period between 2007-08 and 2011-12 indicating lack of
co-ordination between the CTD and other Government Departments with
regard to exchange of data/information for the purpose of cross verification of
transactions as discussed in paragraphs 2.10.1 and 2.10.2.

2.10.1 Non-registration of dealers
We test checked the assessment

Under the provisions of Section 38 of the \ records of 100 dealers in Pakur
JVAT Act, 2005, if a dealer liable to pay | and  Sahebganj Commercial
tax, in respect of any period, has failed to | Taxes Circles (between May
get himself registered under the Act, the | and December 2012). We
prescribed authority shall proceed to | further collected the data
assess the dealer to tax to the best of his | relating to despatch of stone
judgement and may also direct the dealer | chips in respect of 27 mining
to pay by way of penalty a sum equal to | Jessees (Sahebganj: 16 and
the amount of tax so assessed or rupees | Pakur: 11) out of 890 lessees
@thousand, whichever is greater. from the District Mining

offices, Sahebganj and Pakur
and cross verified the same with the records of Pakur and
Sahebganj Commercial Taxes Circles  between  May and
December 2012. Our cross verification indicated that 21 mining lessees
(Sahebganj: 16 and Pakur: 5) had dispatched/sold 2.07 lakh cum
(Sahebganj 1.73 lakh cum and Pakur 0.34 lakh cum) of stone chips
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valued at T 4.52 crore® during the periods between 2007-08 and 2011-12 but
these lessees were not registered in the Pakur and Sahebgan; Commercial
Taxes Circles. Due to absence of a mechanism for inter-departmental
exchange of data/information, these dealers remained outside the tax net. This
resulted in non-levy of tax ¥ 1.13 crore’ including penalty of ¥ 56.50 lakh.

After we reported the matter to the Department/Government in July 2013, the
Department/Government stated (September 2013) that in case of Pakur
Commercial Taxes Circle demand of X 2.27 lakh against recoverable amount
of ¥ 17.92 lakh had been raised (between March and July 2013) while action
for assessment and realisation in other cases were being taken. Though the
assessing authority accepted the quantity of dispatch and the leviable rate as
pointed out by us but erroneously calculated the tax and penalty of ¥ 2.27 lakh
only. While in the case of Sahebganj Commercial Taxes Circle, it was stated
that out of sixteen, two dealers were registered and in other cases, details were
being procured from District Mining Offices, however, the Department did not
intimate the name and TIN of the two dealers stated to be registered. Further
reply has not been received (December 2013). Thereafter, the Department did
not inform about the mechanism put in place to plug such leakages.

A similar issue was pointed out in Paragraph No. 2.11.1 of the Audit Report
(Revenue Receipts) for the year ending 31 March 2010; the Department
accepted our observation and stated that demands for X 61.41 lakh, involved in
12 cases, had been raised. However, nature of lapses/irregularities are still
persisting which shows ineffectiveness of internal control system of the
Department to prevent recurring leakage of revenue.

2.10.2 Suppression of sales turnover detected in course of

cross-verification of data with other Departments

checked

the prescribed authority has reasons to believe
that the dealer has concealed, omitted or failed
to disclose wilfully, the particulars of such
turnover or has furnished incorrect particulars of
such turnover and thereby the returned figures
are below the real amount, the prescribed
authority shall proceed to assess or reassess the
amount of tax due from the dealer in respect of
such turnover and shall direct the dealer to pay,
besides the tax assessed on escaped turnover, by

way of penalty a sum equivalent to twice the
amount of the additional tax so assessed.

We  ftest
Under the provisions of Section 40 (1) and 37\ assessment records of
(6) of the JVAT Act read with the CST Act, if

75 dealers registered in

Commercial Taxes
Circle, Chaibasa.
Further, we  cross -
verified (between
February 2012 and
January  2013)  the
returns of sale/

despatch of iron ore as
disclosed in the
Commercial Taxes
Circle, Chaibasa with
the data relating to

¥ Rate of stone chips ¥ 200 per cum for 2007-08 and ¥ 220 per cum for 2008-09 and
onwards as per schedule of rate of the Works Department. Details of stone chips
despatched for intervening period 1.4.2007 to 26.7.2007 and 1.4.2008 to 20.5.2008, when
the rates were revised (X 200 per cum w.e.f. 20.7.2007 and I 220 per cum w.e.f.
21.5.2008), were not available on records. Hence revised rates have been applied for the

whole year.
Calculated at the rate of 12.5 per cent on X 4.52 crore.
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dispatch of iron ore received (September 2011) from Indian Bureau of Mines
(IBM), Government of India, Kolkata. We also test checked the assessment
records of 43 dealers registered in Lohardaga Commercial Taxes Circle and
cross verified the data of dispatch of bauxite received (November 2012) from
South Eastern Railway (S.E. Railway), Lohardaga and District Mining Office,
Lohardaga.

We noticed that out of 24 mining lessees, six lessees (Chaibasa: Four and
Lohardaga: Two) had filed their returns for sale of 77.11 lakh MT of iron ore
and bauxite valued at ¥ 553.96 crore during the years 2007-08 and 2008-09.
The assessments were finalised between November 2009 and March 2011 on
the basis of returns filed by them. However, our cross verification with data of
dispatch revealed that the dealers had actually sold 87.96 lakh MT of iron ore
and bauxite valued X 651.60 crore. Thus, the dealers had concealed sales
turnover of 10.85 lakh MT of iron ores and bauxite valued at I 97.64 crore.
Due to absence of a mechanism for inter-departmental exchange of
data/information for cross verification purposes there was short levy of tax of
% 11.72 crore' including mandatory penalty of ¥ 7.81 crore.

After we reported the matter to the Department/Government in July 2013, the
Government in one case of Chaibasa Commercial Taxes Circle stated
(September 2013) that quantity of 0.92 lakh MT related to overburden and not
iron ore which has also been reflected in the VAT Audit Report. The reply was
not in order as the figures furnished by IBM related to dispatch of iron ore
only. In other two cases it was stated that notices were issued for hearing. The
replies in remaining three cases were not furnished. Further reply has not been
received (December 2013).

2.11  Irregularities in determination of turnover

Turnover means the aggregate of sale prices received or receivable and
purchase prices paid or payable during any given period. Correct
determination of turnover is essential for proper assessment and levy of taxes
due. The gross turnover of a dealer is taken into account for the purpose of
determining his liability for tax but for the purposes of actual levy of taxes,
certain deductions are allowed in order to arrive at the taxable turnover.

We noticed that the AAs while finalising the assessments had not assessed the
taxable turnover of the dealers correctly as per the provisions of the Act. This
resulted in non/short levy of tax and penalty of ¥280.70 crore as mentioned in
paragraphs 2.11.1to 2.11.2.

1 Calculated at the rate of four per cent on ¥ 97.64 crore.
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2.11.1 Suppression of sales/purchase turnover under JVAT/JF Act

authority has reasons to believe that the dealer has
concealed, omitted or failed to disclose wilfully,
the particulars of such turnover or has furnished
incorrect particulars of such turnover and thereby
the returned figures are below the real amount, the
prescribed authority shall proceed to assess or
reassess the amount of tax due from the dealer in

@er the provisions of Section 40(1) of the J\&
Act read with the CST Act, if the prescribed

2.11.1.1 We test
checked assessment
records of 1,089
dealers (between
September 2011 and
March 2013) in 14
Commercial Taxes
Circles'' and noticed
that 28  dealers,
in various

dealing
respect of such turnover and shall direct the dealer

to pay, besides the tax assessed on escaped

turnover, by way of penalty a sum equivalent to
We the amount of the additional tax so assessey ¥ 5,107.45 crore for
the period from

2006-07 to 2009-10. The assessments were finalised between March 2009 and
April 2012 on the basis of returns filed by them. However, our scrutiny of
records' indicated that the dealers had actually sold/purchased goods worth
R 6,196.27 crore. Thus, the dealers had concealed X 1,088.82 crore on account
of sales/purchase turnover in their returns. This indicated that the AAs did not
cross-verity the returns with the relevant information available in the records
submitted by the concerned dealers which resulted in non/short levy of tax of
% 245.11 crore including penalty of X 163.41 crore. We mention specific cases
in respect of five dealers in five Commercial Taxes Circles based on highest
financial implications in the following table:

commoditieslz, had
filed their returns for
sales/purchase of

R in crore)

Name of the Period Nature of observations
gircle Month of

assessment

Suppressed | Short levy
turnover of VAT
Rate of tax | Penalty
(%)

No. of dealer

The dealer engaged in manufacture
and sale of coal handling equipments
etc. had actual turnover of I 1,278.40

2006-07 to
2008-09

Jamshedpur (March 2009, . 431.48 53.93
1 One March 2010 | TOre as per annual audited accounts 125 107.87

but returned I 846.92 crore only in
his annual returns and JVAT 409 on
which assessments were finalised.

and March
2011

i Adityapur, Chaibasa, Chirkunda, Deoghar, Dhanbad, Giridih, Godda, Jamshedpur,
Jamshedpur Urban, Ramgarh, Ranchi East, Ranchi South, Singhbhum and Tenughat.

MS bar, MS channels, MS angles, MS wire, nails, iron and steel, coal, silico manganese,
HEMM parts, clectrical equipments, beer, asbestos sheets, heating elements, petroleum
products, electrical poles, transformers, two/four wheeler, machinery spares, automobile
components, electrical goods, medicines, iron ore, coal handling equipments and heavy
engineering parts etc.

Periodical returns, utilisation certificates of declaration forms, audited annual accounts,
trading and manufacturing accounts.
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(X in crore)

Name of the Period Nature of observations Suppressed | Short levy
circle Month of turnover of VAT

No. of dealer assessment Rate of tax | Penalty
(%)

The dealer had actually received
goods on stock transfer from outside
Ranchi South| 2008-09 ([the State of I 2,965.78 crore but| 378.10
One March 2011 |accounted for in its account for 41
T 2,587.68 crore on which the
assessment was finalised.
As per production and dispatch
statement the dealer had dispatched
2009-10 |20.41 lakh MT of coal valued at
February | 295.23 crore from three sidings but
2012 accounted for 11.14 lakh MT valued
at ¥ 161.13 crore of two sidings only
on which assessment was finalised.
As per utilisation statement of
declaration form ‘F’ as well as cross
verification with the assessment
records of a dealer registered in the

. same circle bearing TIN
4 || Singhblum | 200809 150451705700 revealod that the dealer| 2222

0 e 2011 actually received goods (copper 4 L

concentrate) valued at ¥ 167.41 crore
but accounted for ¥ 109.86 crore only
in his trading accounts on which
assessment was finalised.

As per utilisation statement of
A0 e declaration form ‘C’ the dealer had
2008-09 5.63

purchased goods valued at X 16.46
February 14.5 and
crore but accounted for ¥ 10.83 crore
2010 and . 20
March 2011 only on which the assessment was
finalised.

p—
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We reported the matter to the Department/Government in July 2013. The
Government/Department accepted (September 2013) 13 cases pertaining to
seven Commercial Taxes Circles and raised demand of ¥ 162.92 crore in
nine cases. Of the above, in one case of Jamshedpur Circle, the assessee went
into appeal and the case was remanded to the AA with instruction to
re-examine the mode of despatch of goods manufactured in the Jamshedpur
unit.

In case of a dealer in Adityapur Circle, the Department/Government stated that
purchase figures include purchases made by its Dharwad unit also. The reply
is not in order as separate purchase statement for Jamshedpur unit in JVAT409
had been furnished which reflected purchase of raw material worth
% 81.57 crore.

In case of a dealer in Ranchi South Circle, it was stated that the dealer
company had made requisition for issue of form-F for I 2,965.78 crore which
was later rectified as ¥ 2,587.67 crore and filed revised returns accordingly.

The dealer deals in petroleum products taxable at different rates between 4 and 20 per cent.
As the break-up of goods involved in suppressed purchase turnover was not on record, the
tax has been calculated at the minimum rate of four per cent only.

Adityapur, Giridih, Godda, Jamshedpur, Ramgarh, Ranchi East and Tenughat.
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The reply is not in order as Rule 11(2) of the CST (Jharkhand) Rule, 2006,
stipulates that requisition and issue of form should be based on actual
requirement which was Y 2,965.78 crore as per annual return filed on 31
December 2009. Thus, in absence of quantity and value wise details of
utilisation of form-F, reduced value of stock receipt of X 2,587.67 crore was
not acceptable. In nine cases of eight Commercial Taxes Circles'® notices for
hearing had been issued. In the remaining four cases reply has not been
received. Report on realisation and further reply has not been received
(December 2013).

2.11.1.2 We test
@ler the provisions of Section 19 (2% checked assessment records

the JF Act, if the dealer has concealed, | of 91 dealers (September
omitted or failed to disclose wilfully the | 2011) in  Jamshedpur
particulars of turnover or has furnished | Commercial Taxes Circle
incorrect particulars of such turnover, the | and noticed that an assessee
competent authority shall assess or reassess | engaged in manufacturing
the amount of tax due from the dealer and | and sale of different types
shall direct the dealer to pay, besides the tax | of machine parts and coal
assessed on escaped turnover, penalty not | handling plant, had filed
exceeding three times but not less than an | returns for sales turnover of

imount equivalent to the amount of tax y X 149.77 crore during

the escaned turnover. 2005-06 and the assessment
was finalised in March 2009
on the basis of returns filed by him. However, our scrutiny of the information
available in the audited annual accounts indicated that the dealer had actually
sold goods worth X 217.09 crore. As such, the dealer had short accounted the
sales turnover by ¥ 67.32 crore in the return submitted to the Department. The
AA did not cross verify the returns with annual audited account submitted by
the dealer, which resulted in short levy of tax of ¥ 22.08 crore'” including
maximum penalty of ¥ 16.16 crore.

We reported the matter to the Department/Government in July 2013. The
Government/Department stated (September 2013) that on the case being
reassessed and demand notice issued (September 2012), the assessee went into
appeal and the case was remanded to the AA with instruction to re-examine
the mode of dispatch of goods manufactured in the Jamshedpur unit. Further
reply has not been received (December 2013).

' Adityapur, Chirkunda, Dhanbad, Jamshedpur Urban, Ramgarh, Ranchi East, Ranchi South
and Singhbhum.

7" Suppressed turnover: ¥ 67.32 crore. Tax (@ 8 per cent = X 5.39 crore; Surcharge @ 10
per cent of tax =% 53.86 lakh and Penalty =3 16.16 crore. Total: ¥ 22.08 crore.
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2.11.2 Incorrect determination of gross turnover under JVAT Act

We test checked the
assessment records of

@der the provisions of Section 2(xxv) of tb
JVAT Act, gross turnover (GTO) is the | 446 dealers (between
aggregate of all amounts received and receivable February 2012  and
by a dealer, including the gross amount received | njarch 2013) in  six
or receivable for execution of works contract or |, mmercial Taxes
the sale of goods made outside the State, in the | ircles!® and  noticed
course of inter-State trade or commerce or export that in case of six

@ring any given period. j dealers, GTO  was
determined as ¥ 363.50
crore instead of actual GTO of ¥ 694 crore as per returns/records furnished by
them for the period 2007-08 to 2008-09. The AAs while finalising the
assessments between February 2010 and May 2011 did not consider the
figures mentioned in the returns/records resulting in incorrect determination of
GTO by X 330.50 crore and consequential short-levy of tax of X 13.51 crore.

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) that in two cases pertaining
to Adityapur and Tenughat Commercial Taxes Circles, demand for the entire
amount under observation of I 18.26 lakh had been raised, while in one case
of Godda Commercial Taxes Circle the Department accepted our observation
but did not intimate action taken thercon. In the remaining three cases,
pertaining to three Commercial Taxes Circles'’, it was stated that notices for
hearing had been issued. Further reply has not been received (December
2013).

2.12  Application of incorrect rate of tax under JVAT Act

We test checked assessment
record of 393 dealers (between
August 2012 and February
2013) in five Commercial Taxes
Circles” and noticed that five

Gnder the provisions of Section 9 and a
of the JVAT Act and schedules appended
thereunder, components and parts of
motor vehicles, retreaded tyres, tubes and

receipt of hire charges on vehicles, being dealers dealing in components
unspecified items, are taxable at the rate

and parts of motor vehicles,
of 12.5 per cent under schedule II part D retreaded  tyres, tubes and
@the Act.

leasing of vehicles had filed
their returns for the period between 2006-07 and 2009-10 admitting the rate of
four per cent, instead of leviable rate of 12.5 per cent. The AAs also at the
time of finalising the assessments, between March 2009 and April 2012, did
not consider the figures mentioned in the returns/records vis-a-vis schedules of
the Act and levied tax at incorrect rates. Thus, incorrect application of the
provisions of the Act by the AAs resulted in short-levy of tax of T 1.11 crore
as mentioned in the following table:

'8 Adityapur, Chaibasa, Chirkunda, Godda, Ramgarh and Tenughat.
! Chaibasa, Chirkunda and Ramgarh.
? Adityapur, Jamshedpur, Jharia, Ramgarh and Ranchi West.
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(X in lakh)

SI. No. | Number of Period Nature of observations Tax leviable | Short levy
dealer Month of assessment Tax levied of VAT

Circle

Tax was levied at the rate of
four per cent instead of
correct rate of 12.5 per cent
on sale of auto components
valued at ¥ 1.80 crore.
Receipts on leasing of
One 2009-10 vehicles T 6.70 crore was
ST levied to tax at the rate of
April 2012 .
four per cent instead of
correct rate of 12.5 per cent.
Tax was levied at the rate of
four per cent instead of
One 2008-09 correct rate of 12.5 per cent 25.73
Ramgarh July 2010 on sales turnover of diesel 8.23
engines and spares valued at
X 2.06 crore.
Tax was levied at the rate of
2008-09 four per cent instead of
One and 2009-10 |correct rate of 12.5 per cent 24.69
Jharia March 2011 and [on  sales turnover  of] 7.90
March 2012 |retreaded tyres valued at
X 1.98 crore.
Tax was levied at the rate of
four per cent instead of
One 2008-09 correct rate of 12.5 per cent 6.90
Jamshedpur| November 2010 |on sales turnover of tyres 221
and tubes valued at ¥ 55.22
lakh.

One 2006-07
Adityapur March 2009

22.44

718 15.26

[oe]
(%)
~
[oe]

56.97

o
=)
o0
—_

17.50

16.79

4.69

el ‘ 163.54

523 ‘ 111.21

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) that in three cases
pertaining to three Commercial Taxes Circles”’ demand of T 88.69 lakh had
been raised, however, we had pointed out irregularities for ¥ 89.02 lakh® in
these cases. Ramgarh Commercial Taxes Circle had issued notice for hearing
while reply in respect of Jamshedpur Commercial Taxes Circle has not been
received. Further reply has not been received (December 2013)

Similar issue was pointed out in Paragraph No. 2.12 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012, the Department accepted
our observation and raised demand of ¥ 9.50 crore in 16 cases, of which,
X 44.19 lakh had been recovered in three cases. However, nature of these

?' Adityapur, Jharia and Ranchi West.

Name of the circle Period/Date of order Commodity Amount % in lakh)
Ranchi West 2009-10/12.04.2012 Leasing of vehicles 56.97
Adityapur 2006-07 /31.03.2009 Automobile 15.26

component

Jharia 2008-09/31.03.2011 Retreaded Tyre 16.79

2009-10/27.03.2012
Total 89.02
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lapses/ irregularities are still persisting which points to weak internal control
of the Department to prevent recurring leakage of revenue.

2.13  Non-levy of interest

@r the provisions of Section 40(%
the JVAT Act, if the prescribed authority

upon any information, which has come
into his possession before assessment or
otherwise, that any registered dealer has
concealed any sales or purchase or any
particulars thereof, with a view to reduce
the amount of tax payable by him or has
furnished incorrect statement of his
turnover or incorrect particulars of his
sales or purchase in the return furnished
by him, he shall direct the assessee, in
addition to additional tax assessed on

suppressed or concealed turnover, to pay
it by an additional amount of

by way of interest a sum at the rate of two
Went for each month. /
% 207.96 crore on the basis

of non/short accounting of goods received on road permits, undervaluation of
goods received against declaration form ‘F’ etc. However, our scrutiny
indicated that interest of X 4.15 crore though leviable on the additional
assessed tax was not levied. Non adherence to the provisions of the Act,
mentioned ibid, by the AAs resulted in non-levy of interest of T 4.15 crore.

2.13.1 We test checked 408
assessment records in five
Commercial Taxes Circles™
(between March 2012 and
February 2013) and noticed
that eight dealers had filed
their returns for purchase/
sale conceding GTO of
312,301.20 crore for the
periods 2007-08 to 2009-10.
The assessing authorities
(AAs) while finalising the
assessments, between August
2010 and August 2012,
determined the GTO of
% 1,2509.16 crore enhancing

We reported the matter to the Department/Government in July 2013. The
Department/Government stated in September 2013 that in two cases pertaining
to Bokaro and Jamshedpur Commercial Taxes Circles, demand of ¥ 45.26 lakh
had been raised. However, we had pointed out the irregularities for I 3.71
crore”®. In four cases pertaining to three Commercial Taxes Circles® it was
stated that notices for hearing had been issued. In the remaining two cases
pertaining to Lohardaga and Ramgarh Commercial Taxes Circles reply was
awaited. Further reply has not been received (December 2013).

2 Adityapur, Bokaro, Jamshedpur, Lohardaga and Ramgarh.
24

No. of dealer | Additional tax Period Total Interest @ 2% Total interest
Name of the @ 4%/12.5% period in pm calculated ®)
circle on enhanced months | up to the date of
turnover assessment
& (\J]
One 12,07,956 24 24,159 579,819
Jamshedpur 10,03,418 01.04.200931.03.2011 24 20,068 4,81,641
One 23,38,605 24 46,772 11,22,530
Bokaro 7,26,49,704 01.04.200931.03.2011 24 14,52,994| 3,48,71,858
Total 3,70,55,848

» Adityapur, Bokaro and Ramgarh.
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2.13.2 We test

@:r the provisions of Section 35(6)} checked the  assessment
the JVAT Act, read with Section 9(2) of | records of 137  dealers
the CST Act and rules framed (between September 2012 and
thereunder, if the self assessment has not April 2013) in Commercial

been filed within the prescribed time, the Taxes Circles, Chirkunda and
prescribed authority shall assess the Tenughat and noticed that
amount of tax and interest due from the five assessees had claimed
dealer on the basis of filed returns which exemption on transfer of
have come on records and after making stock outside/within the
such adjustment as may be necessary State, transit sale and
including disallowance of exemptions concessional rate of tax on
and deduction not supported by requisite inter-State sales valued at

evidence as required under the JVAT % 446.55 crore in their returns
Act. Further Section 30(1) of the JVAT during 2008-09 and 2009-10.
Act provides for levy of interest at the The AAs while finalising the
rate of one per cent per month from the assessments between March
date of tax payable to the date of 2011 and February 2012
payment or to the date of order of allowed exemptions and
%essment, whichever is earlier. / concessional rate of tax on
turnover valued at ¥ 285.01
crore only on submission of required declaration forms and evidences in
support of the claims. As the balance turnover of ¥ 161.54 crore was not
supported by the required declaration forms and evidences, the AAs levied tax
at the prescribed rates. Our scrutiny, however, revealed that interest leviable
on the assessed tax on balance turnover was not levied as per provision of the
Act. We worked out the amount of interest to I 1.49 crore on the assessed tax
of X 6.29 crore at the rate of one per cent per month for the period ranging
between 22 months 15 days and 24 months. Non-adherence of the provisions
of the Act mentioned ibid by the AAs led to non-levy of interest of X 1.49
crore.

After we reported the matter to the Department/Government in July 2013, the
Department/Government stated in September 2013 that in two cases pertaining
to Tenughat Commercial Taxes Circle, demand for the entire amount under
observation of X 1.12 crore had been raised. In the remaining three cases
(Chirkunda: two cases and Tenughat: one case) it was stated that the matter
was under hearing. Further reply has not been received (December 2013).
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2.14

Under the provisions of the Section 18 of the
JVAT Act, and rules made thereunder, a
registered dealer is entitled for Input Tax
Credit (ITC) on the amount of tax paid by
the dealer to another registered dealer on his
turnover of purchases made during the tax
period. Further, ITC shall not be allowed to a
registered dealer in respect of goods used for
manufacture of goods for transfer of stock or
other than by way of sale or for sale outside
the State. However, ITC may be allowed on
the tax paid in excess of four per cent on
such materials used in manufacturing of
finished products. Further, where the goods
purchased by a registered dealer are returned
or destroyed, the purchasing dealer shall
reverse the ITC already availed by him.
Section 37(6)(c) of the Act also provides for
imposition of penalty of a sum equivalent to
twice the amount of incorrect ITC availed by
the assessee.

Irregularities in grant of Input Tax Credit (ITC)

2.14.1 We test checked
assessment records of
142 assessees (between
December 2011 and
February  2013) in
Dhanbad and Singhbhum
Commercial Taxes
Circles for the period
2007-08 to 2009-10 and
noticed that four assesses
had claimed excess ITC
of X 16.98 lakh on stock
transfer of  finished
products and  against
damage of purchased
goods. However, we
noticed that the AAs
while  finalising  the
assessments between
March 2010 and March
2012, allowed the ITC in
deviation from  the
provisions of the Act.

This resulted in excess allowance of ITC of ¥ 16.98 lakh. Besides, penalty of
% 33.96 lakh was also leviable for availing incorrect ITC. The details are

mentioned in the table below:

SI. | Number of
No. dealers

Period
Month of

Circle assessment

Nature of observation

R in lakh)
Inadmissible
ITC

Penalty
leviable

The dealers were allowed ITC of ¥ 79.32 lakh
2008-09 |on intra-State purchase of goods valued at
Three and 2009-10X 13.75 crore. The actual admissible ITC 12.78
1 Dhanbad January |worked out to I 66.54 lakh after deducting ﬁ
2011 and |proportionate ITC not admissible on stock
March 2012 |transfer of manufactured goods outside the State
valued at X 57.08 crore.
ITC already availed for ¥4.20 lakh in the
) One 2007-08 |previous year was not reversed on goods shown 4.20
Singbhum| March 2010 |as destroyed, valued at X 1.05 crore, deducted 8.40
from the opening balance for the current year.

We reported the matter to the Department/Government in July 2013. The
Department/Government stated in September 2013 that in three cases
pertaining to Dhanbad and Singhbhum Commercial Taxes Circles, additional
demand of ¥49.39 lakh had been raised. In the remaining one case of
Dhanbad Commercial Taxes Circle it was stated that the matter was under
hearing. Further reply has not been received (December 2013).
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Similar issue was pointed out in Paragraph No. 2.13 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012. The Department had
accepted our observation and raised demand of X 84.08 lakh in one case.
However, nature of lapses/irregularities are still persisting which points to
weak internal control of the Department to prevent recurring leakage of
revenue.

2.14.2 Our test check of 48 assessment records in Ranchi South Commercial
Taxes Circle (August 2012) revealed that in case of a dealer, engaged in
manufacturing of IMFL, the AA in a review assessment (June 2012) for the
period 2009-10, disallowed the claim of ITC of ¥ 10.81 lakh on the grounds
that ITC on purchase of goods was not admissible as IMFL is a goods of
special rate of tax under Schedule II Part E of the Act which was a non-VAT
item. Though the AA disallowed the claim of ITC but did not impose penalty
of ¥ 21.63 lakh under the provisions of the Act.

We reported the matter to the Department/Government in July 2013. Though
the Department/Government accepted our observation, however, it remained
silent on the issue of imposition of mandatory penalty under the JVAT Act.
Further reply has not been received (December 2013).

2.15  Irregularities in compliance to the Central Sales Tax Act

Under the provisions of the CST Act, 1956 and the rules/notifications issued
thereunder, different declarations forms are prescribed for claiming
exemptions/concessions from levy of tax. The Act further provides for
imposition of penalty for misuse of declaration forms.

We noticed that the AAs did not comply with the provisions of the Act and
notifications issued thereunder resulting in short levy of tax and penalty of
¥ 1.93 crore. The cases are described in the succeeding paragraphs:
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2.15.1 Misuse of declaration forms

Under the provisions of Section 8(3) of the CST
Act, a registered dealer can purchase goods
from outside the State at concessional rate of tax
by using prescribed declarations in form ‘C’ for
goods intended for resale by him or for use by
him in the manufacture or processing of goods
for sale or in mining or in the generation or
distribution of electricity or any other form of
power or in telecommunication network
provided such goods are covered by his
registration certificate (RC). Failure to do so
renders the dealer liable to prosecution or in lieu

We test checked
assessment records of
262 dealers (between

October 2012 and
February 2013) in
three Commercial
Taxes Circles® and
noticed that three
assessees had
purchased ash
removing machine/

ash dumper, lubricant,
tyres, DG sets and

of prosecution, the AA may impose penalty of a | goods for use in

sum not exceeding one and a half times of the | manufacturing or
tax leviable as if the purchase is not supported | processing valued at
by the prescribed declaration in Form ‘C” under | 322.76  crore  at
Section 10 A of the Act. Further, it has | concessional rate of

judicially been held® that the buyer must sell the | tax by utilising
goods received from job work, if he uses the | declarations in Form
goods for further manufacture, the concession is | ‘C’ between 2007-08
not available to the dealer doing job work. to 2009-10 which were
¥ Bentec Rubber P Ltd. Vs Stute of Kevalu (1997) 106 STC 591. either not covered by
their CST RCs or the
goods were purchased on concessional rate for the purpose of job work
(processing of copper concentrate) which was transferred to the manufacturer
for further processing of finished goods (copper) for sale. This was in
contravention of the judicial pronouncement mentioned ibid. The assessing
authorities (A As) while finalising the assessments between October 2009 and
June 2012 did not levy penalty for misuse of Form ‘C’. This indicated that the
AAs did not cross-verify the RCs of the assessees before issue of declaration
Form ‘C’ in two cases of Commercial Taxes Circles, Chaibasa and Tenughat
and overlooked the aforesaid judgement in case of Singhbhum Circle. This
resulted in unauthorised use of declaration Form ‘C’ and consequential
non-levy of penalty of T 1.64 crore™’.

26
27

Chaibasa, Singhbhum and Tenughat.

® in lakh)
Circle Period Purchases on Commodity Rate of Tax
No. of dealer | Month of assessment declaration tax Penalty
Form 'C' (per cent)
Tenughat 2009-10 . . 3.20
One September 201 1 80.03 | Ash removing machine/dumper 4 480
Singhbhum | 200108 10200910 e Boost Crargr HDDE Bipe cre 76.74
SUEAI | o ciober 2009 and 1.918.44 NArEer, peeie. |y e
One for use in manufacturing or 115.11
June 2012 >
processing of copper concentrate

2.36
2007- - 2 . . . Py

Chaibasa 2007-08 to 2008-09 8.9 Blasting Material, Lubricants, D.G. 4 3.53
One March and Set etc 27.36
November 2010 218.88 ’ 12.5 1A
41.04
109.66
Total 2,276.27 164.48
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We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) that in two cases pertaining
to Chaibasa and Tenughat Commercial Taxes Circles, demand of X 1.20
crore” had been raised while matter was under hearing in the remaining case
of Singhbhum Commercial Taxes Circle. Further reply has not been received
(December 2013).

Similar issue was pointed out in Paragraph No. 2.15.1 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012, the Department accepted
our observation and raised demand of ¥ 31.31 crore in one case. However,
nature of lapses/irregularities are still persisting which points to weak internal

control of the Department to prevent recurring leakage of revenue.

2.15.2 Incorrect allowance of concessional rate of tax under CST

in course of inter-State trade and
commerce sells to another registered
dealer, goods of the class or classes,
specified in the certificate of registration
of the purchasing dealer, shall be liable to
pay tax at concessional rate of four per
cent up to March 2007, three per cent
from April 2007 to May 2008 and two
per cent from June 2008 of such turnover
provided such sales are supported by

@er the provisions of the Sectionm
the CST Act, every registered dealer who

Our test check of the
assessment records of 116
dealers in Dhanbad and
Ramgarh Commercial Taxes
Circles (between September
and November 2012) revealed
that four dealers, dealing in
iron, hard coke, limestone,
MS ingots and coal had
claimed concessional rate of
tax on inter-State sales of
goods valued at X 13.93 crore
for the month April and May
2008 at the rate of two

declarations in Form ‘C’ issued by the
Whasing dealer. / per cent during 2008-09. The
AAs while finalising the

assessments between October 2010 and March 2011 levied tax at the rate of
two per cent instead of correct rate of three per cent on submission of
declaration From ‘C’. Further, in case of a dealer in Tenughat Commercial
Taxes Circle we noticed that the dealer had not furnished declarations in Form
‘C’ for inter-State sales of goods valued at I 15.39 crore during 2008-09.
However, the AAs while finalising assessment in March 2011 allowed
concessional rate of tax at the rate of three per cent instead of levying tax at
the rate of four per cent. Thus, non-scrutiny of returns and
non-application of correct rates by the AAs resulted in short levy of tax of
3 29.32 lakh.

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) that in two cases pertaining
to Ramgarh and Tenughat Commercial Taxes Circles, demand of ¥ 34.38 lakh
had been raised. However, we calculated the amount of ¥ 18.99 lakh at the
minimum differential rate of one per cent. In other three cases pertaining to
Dhanbad and Ramgarh Commercial Taxes Circles it was stated that notices for
hearing has been issued. Further reply has not been received (December 2013).

* The Department raised demand after levying interest and penalty. However, our
calculation for penalty was X 49.38 lakh only.
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Similar issue was pointed out in Paragraph No. 2.15.3 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012. Further action taken in

this regard has not been received (December 2013).

2.16

@der the provisions of Section 47(1)@

of the JVAT Act, if any person, being a
registered dealer, collects any amount by
way of tax in excess of the tax payable by
him shall be liable, in addition to the tax
for which he may be liable, to a penalty
of an amount equal to twice the sum so
collected by way of tax. Further, the

Non-imposition of penalty for excess collection of tax

checked  the
of 178
dealers (February and March

We test
assessment records

2013) in Adityapur and
Deoghar Commercial Taxes
Circles and noticed that two
dealers dealing in chemicals,
excavator and extraction of
coal had collected tax of
T 5.41 crore against the tax

Section 48 of the JVAT Act provides
liability of X 5.06 crore
payable by them for the period

forfeiture of excess tax so collected to the
Qate Government. /
2008-09. Thus, the dealers had

collected I 35.45 lakh in excess of tax payable by them. The AAs, while
finalising the assessments in March 2011 did not detect the excess collection
of tax by the dealers. Thus the dealers were liable to pay penalty of I 70.90
lakh* besides forfeiture of excess tax collection of ¥ 35.45 lakh.

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) that in case of Adityapur
Commercial Taxes Circle, the matter was under hearing. Reply in the
remaining case had not been received. Further reply has not been received
(December 2013).

Similar issue was pointed out in Paragraph No. 2.16 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012. The Department
accepted our observation and raised additional demand of X 6.06 lakh in one
case. However, nature of lapses/irregularities are still persisting which points
to weak internal control of the Department to prevent recurring leakage of
revenue. Further action taken in this regards has not been received (December
2013).

29

& in lakh)
Name of circle Period Tax Tax Excess Collection of Penalty
No. of dealer Month of Collected Liability Tax
assessment
Adityapur 2008-09
One March 2011 6.27 423 2.04 4.08
Deoghar 2008-09
Onc March 2011 534.83 501.42 33.41 66.82
Total 541.10 505.65 35.45 70.90
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ﬁlder the provisions of Rule 22@

of the JVAT Rules, 2006, labour and
other specified charges and profit
relatable to supply of labour can be
deducted from the total turnover for
arriving at the taxable turnover of a
works contractor. Further, output tax
is payable in respect of sale of goods

Chapter - II: Taxes on Sales, Trade etc.

Incorrect allowance of deduction from gross turnover

We test checked the assessment
records of 129 dealers (March
2012) in Bokaro Commercial Taxes
Circle and noticed that a works
contractor claimed deductions of
T 29.51 crore from the GTO of
% 119.18 crore during 2007-08. The
AA while finalising the assessment
in February 2010 allowed the claim

by the registered dealer in course of | and assessed tax accordingly.
However, our scrutiny of works

his business. /
contract tax (WCT) statement and
other records revealed that the dealer was allowed deduction of X 4.71 crore
on account of output tax collected. Since the amount of tax collected was
shown as nil in JVAT 409, allowance of deduction was irregular on this
account. Thus, non-verification of the returns by the AA resulted in excess

allowance of deduction of X 4.71 crore and consequential short levy of tax of
X 58.90 lakh.

After we pointed out the case in March 2012, the AA stated (March 2012) that
the case would be reviewed. Further reply has not been received (December
2013).

We reported the matter to the Department/Government in July 2013; their
reply has not been received (December 2013).

2.18  Mistakes in computation of tax

We test checked assessment records
of 100 dealers (between August
2012 and April 2013) in Chirkunda
and Ranchi South Commercial
Taxes Circles and noticed that in
case of two assessees the AAs while
finalising assessments between June

Gnder the provisions of CST/JVA}
Act, the Assessing Authority (AA) is
to finalise the assessment with utmost
care and efficiency. He should see
that computation of tax has been

done accurately to the best of his
@owledge and belief. j 2011 and September 2011 for the

period 2008-09 and 2009-10,
erroneously levied tax of ¥ 1.22 crore instead of correct amount of ¥ 1.28

crore due to mistake in computation. This resulted in short levy of tax of
% 5.84 lakh.

After we reported the matter to the Department/Government in July 2013, the
Department/Government stated (September 2013) that in case of Ranchi South
Commercial Taxes Circle, assessment was revised and the amount under
observation of X 2.09 lakh had been adjusted from the excess ITC admissible
for the next year, while in remaining one case it was stated that matter was
under hearing. Further reply has not been received (December 2013).

Similar issue was pointed out in Paragraph No. 2.18 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012. The Department
accepted our observation and raised additional demand of X 2.58 crore in two
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cases. However, nature of lapses/irregularities are still persisting which points
to weak internal control of the Department to prevent recurring leakage of
revenue. Further action taken in this regards has not been received (December
2013).
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CHAPTER-111

STATE EXCISE




EXECUTIVE SUMMARY

What we have In this Chapter we present a few illustrative cases of
highlighted in this non-observance of the provisions of the Act/Rules
Chapter regarding non/delayed settlement of Excise shops.

It is a matter of concern that similar omissions have
been pointed out by us repeatedly in the Audit
Reports for the past several years, but the corrective
actions taken by the Department has not been able to
fully eliminate the problem.

Trend of receipts In 2012-13, the collection of state excise receipts
increased by 26.44 per cent over the previous year
which was attributed by the Department to increase
in the percentage of settlement of excise retail shops
and increase in the rates of different kinds of fees.

Internal audit The Department has no internal audit wing of its
own. The auditors of the Finance Department had
also not conducted any internal audit during the year

2012-13.
Impact of audit In 2012-13 we test checked the records of 18 units
conducted by us in relating to excise duty and other state excise receipts
2012-13 and found non/short realisation of duty, fees, penalty

etc. involving X 68.22 crore in 1,173 cases.

Our conclusion The Excise and Prohibition Department needs to
improve its internal control system including
setting up of internal audit so that weaknesses in
the system are addressed and omissions of the
nature detected by us are avoided in future.




CHAPTER - 111: STATE EXCISE
3.1 Tax administration

The levy and collection of Excise Duty is governed by the Bihar Excise Act,
1915 and the Rules made/notifications issued thereunder, as adopted by the
Government of Jharkhand. The Secretary of the Excise and Prohibition
Department is responsible for administration of the State Excise laws at the
Government level. The Commissioner of Excise (EC) is the head of the
Department. He is primarily responsible for the administration and execution
of the excise policies and programmes of the State Government. He is assisted
by a Deputy Commissioner of Excise and an Assistant Commissioner of
Excise at the Headquarters.

The State of Jharkhand is divided into three excise diViSiOIlS], cach under the
control of a Deputy Commissioner of Excise. The divisions are further divided
into 19 Excise Districts® each under the charge of an Assistant Commissioner
of Excise/Superintendent of Excise (ACE/SE).

3.2 Trend of receipts

According to the provisions of the Bihar Financial
Rules, Vol. 1 (adopted by the Government of
Jharkhand) the responsibility for preparation of
budget estimates of revenue receipts is vested in the

Actual receipts
from State Excise
against the revised
estimates  during
the period 2008-09

Finance Department. However, the material for the
budget estimates is obtained from the concerned
Administrative Department which is responsible for

to 2012-13 along
with the total tax
receipts during the

the correctness of the material. In case of fluctuating

i same period s
revenue the estimates should be . based on a | .ihibited in  the
comparison of the last three years’ receipts. / following table:

(X in crore)

Actual
receipts

Variation
excess (+)/
shortfall (-)

Revised
estimates

Total tax
receipts of
the State

Percentage of
variation

Percentage of
actual State
Excise receipts
vis-a-vis total
tax receipts

2008-09 | 357.52 | 205.46 |(-) 152.06 (-)43 3,753.21 5.47
2009-10 | 550.00 | 322.75 |(-)227.25 (-)41 4,500.12 7.17
2010-11 525.00 | 388.34 | (-) 136.66 (-) 26 5,716.63 6.79
2011-12 | 445.00 | 457.08 | (+)12.08 (H)2.71 6,953.89 6.57
2012-13 | 650.00 | 577.92 (-) 72.08 (-) 11.09 8,223.67 7.03

Source:  Finance Accounts, Government of Jharkhand and the revised estimates as per the Statement of Revenue

and Receipts of the Government of Jharkhand for 2013-14.

In 2012-13, the collection of state excise receipts increased by 26.44 per cent
over the previous year which was attributed by the Department to increase in

' North Chotanagpur Division, Hazaribag, South Chotanagpur Division, Ranchi and Santhal

Pargana Division, Dumka.

2 Bokaro, Chaibasa, Dhanbad, Deoghar, Dumka, Garhwa, Giridih, Godda, Gumla-cum-
Simdega, Hazaribag-cum-Ramgarh-cum-Chatra, Jamshedpur, Jamtara, Koderma,
Lohardaga, Pakur, Palamu-cum-Latehar, Ranchi, Sahebganj and Saraikela-Kharsawan.
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the percentage of settlement of excise retail shops and increase in the rates of
different kinds of fees.

The Department could not achieve the BEs except during 2011-12. The
variation between the revised BEs and actual receipts ranged between (-) 43
and 2.71 per cent. In response to our query the Department stated (June 2013)
that the BEs were prepared by the Finance Department, Government of
Jharkhand based upon the discussion between Secretary and Commissioner of
Excise and Finance Secretary. Further, it was informed that the reason for
variation between BEs and actual was owing to fixation of target higher than
the revenue potential of the State in addition to constraints of poor
infrastructure and shortage of personnel.

We recommend that the Government may issue suitable instructions to
the Department for preparing the BEs on a realistic and scientific basis to
ensure that these are close to the actual.

3.3 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2013, as furnished by the Department,
were X 31.37 crore, of which I 25.29 crore were outstanding for more than
five years. The year-wise position of arrears of revenue during the period
2008-09 to 2012-13 is shown in the following table:

T in crore
| Opening balance of arrears | Closing balance of arrears
2008-09 29.16 29.39
2009-10 29.39 30.94
2010-11 30.94 30.94
2011-12 30.94 31.07
2012-13 31.07 31.37

Source:  Figures furnished by the Excise and Prohibition Department, Government of Jharkhand.

The Department did not furnish information regarding the addition and
clearance and target for collection of the arrears during the year. As per
information furnished by the Department, out of the closing balance of arrears
of ¥ 31.37 crore as on 31 March 2013, demand for X 13.30 crore was certified
for recovery as arrears of land revenue, recovery of ¥ 15.98 crore was stayed
by Courts and other judicial authorities, recovery of ¥ 10.55 lakh was held up
due to parties becoming insolvent and a sum of ¥ 16.08 lakh was likely to be
written off. Specific action taken in respect of the remaining amount of ¥ 1.82
crore has not been intimated (December 2013).

Thus, from the above it would be seen that only 42.40 per cent of the total
amount of arrears was recoverable as arrears of land revenue by invoking the
provisions of the Bihar and Orissa Public Demands Recovery (PDR) Act,
1914.

We recommend that the Government may consider issuing directions to
the Department for speedy settlement of the arrear cases by continuous
monitoring the arrears recoverable as arrears of land revenue as well as
the court cases in the interest of realisation of revenue due.
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3.4 Cost of collection

The gross collection under State Excise, expenditure incurred on its collection
and the percentage of such expenditure to gross collection during the years
2008-09 to 2012-13, along with the all-India average percentage of cost of
collection for the preceding years are mentioned in the following table:

X in crore

Year Collection Expenditure on Percentage of expenditure on All India average

collection of revenue collection percentage of the

preceding year
2008-09 205.46 10.38 5.05 3.27
2009-10 322.75 13.75 4.26 3.66
2010-11 388.34 13.27 342 3.64
2011-12 457.08 15.95 3.49 3.05
2012-13 577.92 14.92 2.58 2.98

Source: Finance Accounts of the Government of Jharkhand

From above it could be seen that the percentage of expenditure on collection
decreased from 5.05 in 2008-09 to 2.58 in 2012-13 against all India average of
2.98 for 2011-12. We appreciate the efforts of the Department in keeping
down the cost of collection and recommend that the Department should ensure
this trend in the subsequent years also.

3.5 Internal Audit Wing

The Department informed us that it has no Internal Audit Wing of its own.
The auditors of the Finance Department had also not conducted any internal
audit during the year 2012-13.

The Government may consider setting up an Internal Audit Wing so as to
ensure implementation of the Act/Rules for prompt and correct
realisation of revenue.

3.6 Impact of Audit

3.6.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out cases of non/short
levy of excise duty and licence fee with financial implication of X 350.85 crore
in 25 paragraphs. Of which the Department/Government accepted our
observation of X 42.58 crore and reported recovery upto 2012-13 of I 1.89

crore. The details are shown in the following table:
R in crore)

No. of Amount Accepted Amount recovered upto

paragraph objected recoverable amount 2012-13 out of Col. 4
3 5
26.92 26.92 NIL

2007-08 1

2008-09 7 75.56 1.15 1.15
2009-10 S 0.49 0.49 0.37
2010-11 6 165.95 13.30 0.28
2011-12 6 81.93 0.72 0.09

Total 25 | 350.85 42.58
Source: Information furnished by the Excise and Prohibition Department.

1.89

It may be seen from the above table that recovery of only X 1.89 crore (4.44
per cent) against the accepted amount of I 42.58 crore has been effected by
the Department against the Audit Reports for the Period 2007-08 to 2011-12.
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3.6.2 Status of compliance to outstanding Inspection Reports
(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 72 units relating to
State Excise and pointed out in our Inspection Reports cases of non/delayed
settlement of excise shops, non/short realisation of fee, duty etc., with revenue
implication of I 462.38 crore in 2,918 cases. Of these, the Department/
Government accepted audit observations in 1,149 cases involving I 188.71
crore and recovered X 57 lakh upto 2012-13. The details are shown in the
following table:

( in crore)

No. of Amount objected Amount accepted Amount recovered

audited —— —— of Col. 6

3 4 5 6
2007-08 11 121 12.05 94 2.06 0
2008-09 14 87 92.93 63 38.32 0.23
2009-10 9 242 29.78 241 27.98 0.02
2010-11 19 1,560 218.32 164 39.00 0.02
2011-12 19 908 109.30 587 81.35 0.30

Total | | 46238 | 1,149 | 188.71 |

It may be seen from the above table that recovery of only I 57 lakh (0.30 per
cent) against the accepted amount of ¥ 188.71 crore has been effected by the
Department against the Inspection Reports for the period 2007-08 to 2011-12.

As the recovery made by the Department in accepted cases is very low, we
recommend that the Department may take suitable measures to ensure
expeditious recovery of revenue in respect of these cases.

3.6.3 Status of compliance to Inspection Reports (2012-13)

Our test check of the records of 18 units, having revenue collection of
% 442.25 crore, out of 23 units relating to State Excise during the year 2012-13
revealed non/delayed settlement of excise shops, non-realisation of licence fee
etc. involving X 68.22 crore in 1,173 detailed as under:

(X in crore)
Categories ‘ No. of ‘ Amount
cases
1 | Non/delayed settlement of excise shops 138 46.02
2 | Non-realisation of license fee 21 0.44
3 Other cases 1,014 21.76
Total | 1,173 | 68.22

During the course of the year, the Department accepted non/short realisation
of license fee, duty and other deficiencies of X 41.90 lakh in 190 cases pointed
out by us during 2012-13.

The Department adjusted the entire amount of X 38.23 lakh from the security
deposit in 119 cases including ¥ 21.21 lakh involved in two draft paragraphs
on account of audit observations pointed out by us during 2012-13.

In this chapter we present a few illustrative cases regarding non/delayed
settlement of excise shops. These are discussed in the following paragraphs.
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3.7 Non-observance of the provisions of Act/Rules

The Bihar Excise Act, 1915 (as adopted by the Government of Jharkhand),
Rules made and notifications issued thereunder provide for cent per cent
settlement of retail excise shops.

Non/delaved settlement of retail excise shops due to non-observance of the
provisions of the Act/Rules is mentioned in paragraph No. 3.8.

3.8 Non/delayed settlement of retail excise shops

3.8.1 We noticed
Under the provisions of Section 30 of the Bihar from the

Excise Act, 1915 and Para 88 of the Appendices of ~ Settlement
the Excise Laws of Bihar (as adopted by the Register aﬂ%
Government of Jharkhand) and policies made related  records

thereunder, the Department of Excise and (between ~ May
Prohibition, Government of Jharkhand by the 2012 and
resolution and notification no. 367 and 647, dated February  2013)
20" February 2009 and 27" March 2009 | in eight excise

. . . . ..
respectively, adopted a new Excise Policy along with | districts” that a
guidelines to settle all retail shops through lottery [ list —of excise
system with a view to generate more excise revenue, retail shops

specifying  their
MGQ and licence
advance

check sale of illicit liquor, control monopoly of a
single unit/person and provide standard liquor to the
consumers. For these purposes licence fee was to be fee,

fixed on the Minimum Guaranteed Quota (MGQ) of
each category of liquor to be lifted by the licensee.
Further, all retail shops were to be divided into
groups (maximum three numbers of retail shops
included in one group). In case of non-settlement of
retail shops, licensing authorities have the discretion
to recommend settlement at reduced licence fee to
the Excise Commissioner (EC) for issue of licence to
any individual/Committee/ Company so that the EC
can approve the settlement of retail shops in the
interest of excise revenue.

licence fee and
security  money
was prepared at
district level and
sale notifications
containing all
these facts were
published n
February 2010
and February
2011 for
settlement of 46
and 894 (total

940 shops) for the years 2010-11 and 2011-12 respectively. However, 128
retail shops® remained unsettled during these years (2010-11: 2 and 2011-12;
126) despite publication of sale notifications from time to time. No efforts
were however made for settlement of these excise shops at reduced licence fee
at the district level by the concerned ACsE/SsE, who were responsible for the
cent per cent settlement of excise retail shops.

w

Sale Notification, Licence Fee Register and Lottery Register.

Bokaro, Dhanbad, Godda, Gumla-cum-Simdega, Hazaribag-cum-Ramgarh-cum-Chatra,
Jamshedpur, Jamtara and Ranchi.

> Number of shops unsettled/offered: 2010-11: Godda (2/46), 2011-12: Bokaro (11/103),
Dhanbad (21/217), Gumla-cum-Simdega (3/38), Hazaribag-cum-Ramgarh-cum-Chatra
(Ramgarh-26/80), Jamshedpur (45/224), Jamtara (1/41), Ranchi (19/191).

N
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After we pointed out the matter in June 2013, the Government/Department
stated (July 2013) that proposal for settlement of shops at the reduced licence
fee was not received in any of the excise districts. Thus, fact remains that the
Department did not make any effort to invite tender for settlement of excise
shops at reduced licence fee in the interest of revenue.

Similar issue was pointed out in Paragraph No. 3.8.1 of Audit Report
(Revenue Sector) for the year ending 31 March 2012 wherein the
Government/Department attributed non-settlement to non-availability of
willing tenderers. Thus, none of the cases were referred to the Excise
Commissioner for settlement at the reduced license fees and the issue of
non-settlement still persists.

3.8.2 We noticed (between August 2012 and February 2013) from the
Settlement Register and related records® in five excise districts’ that out of 734
retail excise shops, 10 shops of 2011-12, required to be settled by 31 March
2011, were settled between 16 May 2011 and 8 October 2011 after delays
ranging between one month 15 days (from 1 April to 15 May 2011) and 6
months 7 days (from 1 April to 7 October 2011). As such, MGQ of 94,055.04
London Proof Litre (LPL)/Bulk Litre (BL) of liquor could not be lifted by the
licensees. Delayed settlement of these shops indicated that either MGQ was
improperly distributed or the grouping of shops was not properly done.

After we reported the matter in June 2013, the Government/Department stated
(July 2013) that settlement of a few shops on full licence fee out of unsettled
shops could be possible due to tireless efforts of district offices. The reply is
not convincing in view of the fact that settlement procedure for the next period
of settlement could have been regulated in such a manner to enable settlement
of all shops before expiry of the existing period of licence.

Similar issue was pointed out in Paragraph No. 3.8.2 of Audit Report
(Revenue Sector) for the year ending 31 March 2012. The
Government/Department has not taken any suitable steps to prevent loss of
revenue due to delayed settlement of shops and the issue still persists.

Sale Notification, Licence Fee Register and Lottery Register.

7 Dhanbad, Godda, Hazaribag-cum-Ramgarh-cum-Chatra, Jamshedpur and Ranchi.
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CHAPTER-1V

TAXES ON VEHICLES




EXECUTIVE SUMMARY

What we
have
highlighted
in this
Chapter

In this Chapter we present illustrative cases of ¥ 36.23 crore
selected from observations noticed during our test check of
records relating to assessment and collection of Taxes from
Vehicles in the offices of the Transport Commissioner and
District Transport Officers, where we found that the provisions
of the Acts/Rules were not observed.

It is a matter of concern that similar omissions have been
pointed out by us repeatedly in the Audit Reports for the past
several years, but the Department has not taken corrective
action.

Trend of
receipts

In 2012-13, the collection from Taxes on Vehicles increased
by 18.74 per cent over the previous year which was attributed
by the Department to increase in number of vehicles
registered.

Internal
Audit

The Department informed us that it has no Internal Audit
Wing of its own, the Internal Audit was being conducted by
the auditors of the Finance Department. The Department did
not furnish overall picture of audit conducted by the Finance
Department during 2012-13 but had submitted position of
audit conducted only in one unit covering the period 2008-09
to 2010-11.

Impact of
audit
conducted by
us in 2012-13

In 2012-13, we test checked the records of 16 units out of 27
units relating to taxes on vehicles and found non/short
realisation/levy of tax, fees, penalty etc. involving I 41.96
crore in 18,533 cases, of which the Department accepted
non/short realisation/levy of tax and other deficiencies of
% 39.87 crore in 18,165 cases, of which 18,046 cases involving
X 39.36 crore were pointed out by us in 2012-13 and 119 cases
in 2011-12.

Our
conclusion

The Transport Department needs to improve the internal
control system including arranging for internal audit so
that weaknesses in the system are addressed and omissions
of the nature detected by us are avoided in future.




CHAPTER - 1V: TAXES ON VEHICLES
4.1 Tax administration

The levy and collection of Motor Vehicles tax and fee in the State is governed
by the Jharkhand Motor Vehicles Taxation (JMVT) Act, 2001, rules made
thereunder (Jharkhand Motor Vehicles Taxation (JMVT) Rules, 2001), Motor
Vehicles (MV) Act, 1988 and Bihar Financial Rules (as adopted by
Government of Jharkhand).

At the apex level, the Transport Commissioner (TC), Jharkhand is responsible
for administration of the Acts and Rules in the Transport Department. He is
assisted by a Joint Transport Commissioner at the Headquarters. The State has
been divided into four regions' and 22 transport districts”, which are controlled
by the State Transport Authority (STA), Regional Transport Authorities
(RTAs) and District Transport Officers (DTOs). They are assisted by Motor
Vehicles Inspectors, the Enforcement Wing and nine check posts”.

4.2 Trend of receipts

@cording to the provisions of the Bihar Finan@
Rules, Vol. 1 (adopted by the Government of
Jharkhand) the responsibility for preparation of budget estimates
budget estimates of revenue receipts is vested in the during the period
Finance Department. However, the material for the | & " 1008.09 to
budget estimates is obtained from the concerned | 5415_13 along with
Administrative Department which is responsible for
the correctness of the material. In case of

fluctuating revenue the estimates should be based

. fthe last th \ ; period is exhibited
@a comparison of the last three years™ receipts. / in  the following

Actual receipts from
Taxes on Vehicles
against the revised

the total tax receipts
during the same

table:
Revised Actual Variation Percentage of Total tax Percentage of
estimates receipts excess (+)/ variation receipts of | actual receipts to
shortfall the State | total tax receipts of
Q) the State

2008-09 | 400.60 201.57 (-) 199.03 (-) 50 3,753.21 5.37
2009-10 | 500.00 23421 (-) 265.79 ()53 4,500.12 5.20
2010-11 | 440.00 312.37 (-) 127.63 (-) 29 5,716.63 5.46
2011-12 | 356.00 | 391.92 (1) 35.92 | (+)10.09 6,953.89 5.64
2012-13 | 550.00 465.36 (-) 84.64 | (-) 15.39 8,223.67 5.66

Source: Finance Accounts and revised estimates as per Statement of Revenue and Receipts of 2013-14 of the
Government of Jharkhand.

Dumka, Hazaribag, Palamu and Ranchi.

Bokaro, Chaibasa, Chatra, Deoghar, Dhanbad, Dumka, Garhwa, Giridih, Godda, Gumla,
Hazaribag, Jamshedpur, Jamtara, Koderma, Latehar, Lohardaga, Palamu, Pakur, Ranchi,
Sahebganj, Saraikela-Kharsawan and Simdega.

Bahragora (East Singhbhum), Bansjore (Simdega), Chas More (Bokaro), Chauparan
(Hazaribag), Chirkunda (Dhanbad), Dhulian (Pakur), Manjhatoli (Gumla), Meghatari
(Koderma) and Murisemar (Garhwa).
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The Department could not achieve the revised budget estimates except during
2011-12. The shortfall in actuals compared to the revised budget estimates
ranged between 53 and 15.39 per cent during the period 2008-09 to 2012-13.
In response to our query regarding preparation of the budget the Department
stated (August 2013) that the BEs were prepared by the Finance Department,
Government of Jharkhand. Further, the reason for shortfall in receipts against
the BE during 2012-13 was attributed by the Department to shortage of staff
and non-establishment of inter-State permanent check posts.

In 2012-13, the collection from Taxes on Vehicles increased by 18.74 per cent
over the previous year which was attributed by the Department to increase in
number of vehicles registered.

4.3 Cost of collection

The gross collection from Taxes on Vehicles, expenditure incurred on their
collection and the percentage of such expenditure to gross collection during
the years 2008-09 to 2012-13 are mentioned in the following table:

(X in crore)
Year Gross collection Expenditure on ‘ Percentage of All India average

collection expenditure to gross | percentage of the preceding
collection year
2008-09 201.57 4.03 2.00 2.58
2009-10 234.21 5.02 2.14 2.93
2010-11 312.37 4.83 1.55 3.07
2011-12 391.92 4.60 1.17 3.71
2012-13 465.36 4.51 0.97 2.96

Source:  Finance Accounts of the Government of Jharkhand.

The above table indicates that the percentage of expenditure on collection was
showing a decreasing trend and it was lower than the all India average in all
the above years. We appreciate the performance of the Department in this
regard.

4.4 Working of Internal Audit Wing

The Department informed us that as it has no Internal Audit Wing of its own,
the Internal Audit was being conducted by the auditors of the Finance
Department. The Department did not furnish overall picture of audit
conducted by the Finance Department during 2012-13. Position of audit
conducted only in one unit covering the period 2008-09 to 2010-11 was
furnished. However, the corrective measures taken thereon was not furnished
to us.

The Government may consider setting up an Internal Audit Wing so as to
ensure effective implementation of the Acts/Rules for prompt and correct
realisation of revenue.

4.5 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2013 were X 250.70 crore. The
year-wise position of arrears of revenue during the period 2008-09 to 2012-13
is depicted in the following table:
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( in crore)
Opening balance of arrears Closing balance of arrears
2008-09 174.30 136.52°
2009-10 136.52 140.05
2010-11 140.05 117.87
2011-12 117.87 137.31
2012-13 137.31 250.70

Source:  Transport Department, Government of Jharkhand.

The arrears of revenue increased from X 137.31 crore as on 31 March 2012 to
¥ 250.70 crore on 31 March 2013 registering a growth of arrears (X 113.39
crore’) of 83 per cent. The Department did not furnish information regarding
addition and clearance of arrears during the year. As regards fixation of target
for collection of arrears the Department stated that no such target had been
fixed by the Finance Department.

As per information furnished by the Department, out of ¥ 250.70 crore,
demands of ¥ 48.14 crore were certified for recovery as arrears of land
revenue. Recovery of X 1.41 lakh was stayed by the High Court and other
judicial authorities. Specific action taken in respect of the remaining arrears of
% 202.55 crore has not been intimated (December 2013).

The Government may consider issuing directions to the Department for
speedy settlement of the arrear cases by constant monitoring and
recovering the arrears as arrears of land revenue by invoking the
provisions of the Bihar and Orissa Public Demands Recovery Act, 1914.

4.6 Impact of Audit

4.6.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out cases of non/short
levy, non/short realisation of tax, fee etc. with financial implication of ¥ 99.64
crore in 27 paragraphs, of which the Department/Government accepted our
observation of ¥ 79.43 crore and reported recovery of ¥ 98.66 crore upto
2012-13. The details are shown in the following table:

No. of Amount Accepted Amount l'ecovered6 upto
paragraphs objected recoverable amount 2012-13 out of Col. 4
2007-08 6 29.80 29.80 33.52
2008-09 6 22.79 2.58 49.15
2009-10 5 12.16 12.16 13.09
2010-11 5 2141 2141 2.60
2011-12 5

Total | 27 | 99.64 | 79.43 | 98.66

*  The closing balance of arrears as on 31 March 2009 has been reconciled on the basis of

figures furnished by the Department.

Year-wise bifurcated figures of arrears as furnished by the Department reflected amount of
arrears as X 20.87 crore for the year 2012-13. The Department needs to reconcile the
figures of arrears.

Though the objected money value under Taxes on Vehicles was ¥ 29.80 crore, X 22.79
crore and X 12.16 crore for the Audit Report 2007-08, 2008-09 and 2009-10 respectively,
the Department/Government reported recovery of I 33.52 crore, X 49.15 crore and X 13.09
crore respectively.
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4.6.2 Status of compliance to outstanding Inspection Reports
(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 82 units and pointed
out in our Inspection Reports cases of non/short levy, non/short realisation of
tax, fee etc., with revenue implication of ¥ 177.24 crore in 1,24,389 cases. Of
these, the Department/Government accepted our observations in 1,08,159
cases involving ¥ 115.32 crore and recovered X 3.48 crore upto 2012-13. The

details are shown in the following table:
(X in crore)

No. of units Amount objected Amount accepted Amount recovered

1 7
2007-08 15 58 554 36.97 58 554 36.97 0.30
2008-09 18 26,574 77.79 21,385 26.81 Nil
2009-10 13 3,560 20.74 3,557 17.08 Nil
2010-11 19 6,885 20.55 6,829 20.47 231
2011- 12 28,816 21.19 17,834 13.99 0.87
Total | 1,24,389 | 177.24 | 1,08,159 | 115.32 3.48

It may be seen from the above table that recovery of only T 3.48 crore (3.02
per cent) against the accepted amount of X 115.32 crore has been effected by
the Department against the Inspection Reports for the period 2007-08 to
2011-12.

As the recovery made by the Department in accepted cases is very low, we
recommend that the Department may take suitable measures to ensure
expeditious recovery of revenue in respect of these cases.

4.6.3 Status of compliance to Inspection Reports (2012-13)

Our test check of the records of 16 units having revenue collection of
¥ 327.35 crore, out of 27 units during 2012-13 relating to ‘Taxes on Vehicles’
revealed non/short levy of taxes, short levy of taxes due to wrong fixation of
seating capacity/registered laden weight, non-issue of certificate of registration
in Smart Card, non-imposition of fees, fines and penalties etc. involving
T 41.96 crore in 18,533 cases detailed as under:

(? in crore)

SL No. Categorles No. of cases Amount
Non/short levy of taxes 4,537 14.64

2 Short-levy of taxes due to wrong fixation of seating
capacity/registered laden weight s 0.08
3 Non-issue of certificate of registration in Smart Card 8,928 0.18
Non-imposition of fees, fines and penalties 3 0.13
5 Other cases 4,990 26.93
Total | 18533 | 41.9

During the course of the year, the Department accepted non/short levy of
motor vehicles tax, fees, penalties, fines etc. of X 39.87 crore in 18,165 cases,
of which 18,046 cases involving I 39.36 crore were pointed out by us in
2012-13 and 119 cases in 2011-12. The Department recovered X 2.26 crore in
893 cases.

In this chapter we present a few illustrative cases having financial implications
of X 36.23 crore. These are discussed in the succeeding paragraphs.
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4.7 Non-observance/compliance of the provisions of Acts/Rules

The Jharkhand Motor Vehicles Taxation (JMVT) Act, 2001, Motor Vehicles
Act, 1988, Bihar Financial Rules (as adopted by the Government of

Jharkhand) and Rules made thereunder provide for:

(i) payment of motor vehicles tax by the owner of the vehicle at the

prescribed rate;

(ii) timely deposit of collected revenue into the Government account;

(iii)  payment of registration fee at the prescribed rate;

(iv)  issue and renewal of authorisation of national permit; and

v) issue and renewal of driving licence.

We noticed that the Transport Department did not observe the provisions of
the Act/Rules in the cases mentioned in the succeeding paragraphs.

4.8 Non-collection of taxes on vehicles

@r the provisions of Sections 5 and%
the IMVT Act, 2001 and the Rule 4 of the

JMVT Rules, 2001, the owner of a registered
vehicle (other than personal vehicles) is liable
to pay tax after the date of expiry of the
period for which the tax had been paid to the
taxation officer in whose jurisdiction the
vehicle is registered. The vehicle owner can
pay the tax to the new taxing authority in
case of change of residence/ business, subject
to the production of No Objection Certificate
(NOC) from the previous taxing authority. In
case of non-payment of tax within the
stipulated period, the taxation authority may
impose penalty at the prescribed rates. If the
delay in payment of tax exceeds 90 days,
penalty at twice the amount of taxes due may
be imposed. Further, the Rules provide that
every taxation officer is required to maintain
the Demand, Collection and Balance (DCB)
Register which shall be updated periodically
in October and March every year to keep
effective control over regular and timely
realisation of taxes. The district transport
officers are required to issue demand notices
to the defaulters.

4.8.1 We noticed from
test check of the
Taxation Register, DCB
Registers, Surrender
Registers and  the
computerised data in 16
District Transport
Offices’ between April
2012 and February 2013
that the owners of 2,103
vehicles out of 35,397
vehicles test checked did
not pay tax between July
2009 and February 2013.
In none of these cases,
change of address of the
owners or surrender of
documents for securing
exemption from
payment of tax was
found on record. As
such, they were liable to
pay tax. Further, owing
to failure of the DTOs to
update the DCB Register
periodically, they did not
have details of the
number of defaulting
vehicle owners and taxes

7 Bokaro, Chaibasa, Deoghar, Dhanbad, Dumka, Giridih, Godda, Hazaribag, Jamshedpur,
Jamtara, Koderma, Pakur, Palamu, Ranchi, Sahebganj and Saraikela-Kharsawan.
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to be realised from them. The District Transport Officers also did not raise
demand for tax and penalty against the defaulting vehicle owners resulting in
non-levy of tax of ¥ 16.55 crore® including penalty of T 11.04 crore.

After we pointed out the cases (between April 2012 and March 2013), the
Government stated (July 2013) that in case of 13 DTOs’ notices of demand
had been issued in 1,612 cases involving I 12.38 crore, of which certificate
cases were instituted in 350 cases involving ¥ 2.38 crore pertaining to three
DTOs'® and T 54.44 lakh involved in 78 cases had been recovered by nine
DTOs''. In respect of three DTOs'?, the Government issued instruction to
realise the amount involved. Further reply has not been received (December
2013).

4.8.2 We noticed from test check of the Taxation Register and the
computerised data in 15 District Transport Offices" between April 2012 and
February 2013 that the owners of 2,101 trailers out of 12,109 trailers test
checked did not pay road tax and additional motor vehicle tax for the period
between May 2009 and February 2013. Owing to failure of the DTOs to
update the DCB Register, they did not have details of the number of defaulting
vehicle owners and taxes to be realised from them. The Department failed to
raise demand on the defaulters. Failure of the Department to enforce the
provisions of the Act/Rules resulted in non-levy of tax of I 2.42 crore
including penalty of ¥ 1.61 crore.

After we pointed out the cases (between April 2012 and February 2013), the
Government stated (July 2013) that in case of 13 DTOs'* demand notice had
been issued in 1,886 cases involving X 2.20 crore, of which certificate cases
were instituted in 327 cases involving I 35.89 lakh pertaining to three DTOs15
and ¥ 7.48 lakh involved in 58 cases had been recovered by eight DTOs'®. In
respect of two DTOs, Deoghar and Jamtara, the Government issued instruction

to realise the amount involved. Further reply has not been received (December
2013).

Similar issue was pointed out in Paragraph No. 4.9 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012, the Government/

¥ Goods carriage vehicle: Road Tax (RT) leviable is ¥ 1,662.50 per annum and I 136.50
for every additional 250 Kg or part thereof above 8,000 kg registered laden weight (RLW).
Additional Road Tax (AT) of X 310 per annum and X 232.50 for every additional 500 kg or
part thereof above 500 Kg RLW.

Passenger vehicles: RT X 3,485 for seating capacity of 33 persons plus ¥ 53 for every
additional person beyond 33 persons. Additional Road Tax X416 per annum having
seating capacity more than 32 persons.

® Bokaro, Chaibasa, Dhanbad, Dumka, Giridih, Godda, Jamshedpur, Koderma, Pakur,
Palamu, Ranchi, Sahebganj and Saraikela-Kharsawan.

10 Chaibasa, Dumka and Ranchi.

""" Bokaro, Chaibasa, Dhanbad, Giridih, Jamshedpur, Koderma, Ranchi, Sahebganj and

Saraikela-Kharsawan.

Deoghar, Hazaribag and Jamtara.

3 Bokaro, Chaibasa, Deoghar, Dhanbad, Dumka, Giridih, Godda, Hazaribag, Jamshedpur,
Jamtara, Koderma, Pakur, Palamu, Ranchi and Sahebganj.

' Bokaro, Chaibasa, Dhanbad, Dumka, Giridih, Godda, Hazaribag, Jamshedpur, Koderma,
Pakur, Palamu, Ranchi and Sahebganj.

5 Chaibasa, Dumka and Ranchi.

!¢ Bokaro, Chaibasa, Dhanbad, Dumka, Giridih, Jamshedpur, Ranchi and Sahebganj.

56



Chapter - 1V: Taxes on vehicles

Department accepted our observation and stated that demand had been raised
in 2,422 cases involving ¥ 10.12 crore of which recovery had been made in
133 cases involving X 36.24 lakh . However, the nature of lapses/irregularities
are still persisting which shows ineffectiveness of the Internal Control System
of the Department to prevent recurring leakage of revenue.

We recommend that the Government may issue necessary instructions for
strengthening the Internal Control System by enforcing adherence to the

prescribed rules in respect of periodical updating of the DCB Register.

4.9 Non-levy of one time tax on personalised vehicles

Under the provisions of Section 2(g) of
Jharkhand Motor Vehicles Taxation
(Amendment) Act, 2011, Motor car, Omni Bus
or Station wagon, having seating capacity of
more than four but not exceeding 10 including
driver, which are used solely for personal
purpose, was brought under the purview of
personalised vehicles. The revised rate of one
time tax was leviable on cost of the vehicle
depending on seating capacity and age of the
vehicle as per substituted Schedule 1 Part (A) of
the Act. Further, Section 7(1) of the Act
envisaged interest at the rate of two per cent per
month on delayed payment of one time tax.
Prior to the amendment (upto 22 May 2011) tax
was leviable at the annual rate under Section
7(3) of the IMVT Act, 2001 and penalty was
also leviable for non/delayed payment of tax.
Further, the Rules provide that every taxation
officer is required to maintain the Demand,
Collections and Balance (DCB) Register which
shall be updated periodically in October and
March every year to exercise control over
egular and timely realisation of taxes.

¥ 9.59 lakh upto 22 May 2011 was also leviable.

We noticed from test
check of the Taxation
Register and  the
computerised data in
15 District Transport
Offices'” between May
2012 and February
2013 that in case of
3,495 private vehicles
out of 27,247 vehicles
with seating capacity
six to 10, whose tax
validity had expired
between June 2008
and December 2012,
road tax and one time
tax of ¥ 8.13 crore'®
including interest of
% 1.65 crore was not
levied by the
Department as DTOs
did not review the
DCB Registers
periodically. Besides,
tax of I 14.38 lakh
including penalty of

17" Bokaro, Chaibasa, Deoghar, Dhanbad, Dumka, Giridih, Godda, Hazaribag, Jamshedpur,
Jamtara, Koderma, Pakur, Ranchi, Sahebganj and Saraikela-Kharsawan.

18

One Time Tax: At the time of registration, ¥ 9,000 or 3 per cent of cost of vehicle,

T 20,000 or 4 per cent of cost of vehicle and ¥ 25,000 or 5 per cent of cost of vehicle,
which ever is more for personalised vehicles with seating capacity of more than 3 persons
but not more than 5 persons, more than 5 persons but not more than 8 persons and more
than 8 persons but not more than 10 persons respectively and in cases where vehicles are
already registered, one time tax is leviable on percentage basis depending on the age of the

vehicles.
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After we pointed out the cases (between May 2012 and February 2013), the
Government stated (July 2013) that in case of 13 DTOs'’ demand notice had
been issued in 3,125 cases involving X 7.62 crore, of which certificate cases
were instituted in 209 cases involving T 37.91 lakh pertaining to four DTOs>
and T 1.64 crore involved in 754 cases had been recovered by 11 DTOs>'. In
respect of two DTOs, Deoghar and Jamtara, the Government issued instruction
to realise the amount involved (December 2013).

4.10

revenue collected by banks

Under the provisions of Rule 37 of the Bihar
Financial Rules (adopted by the Government
of Jharkhand), all money received as
Government dues should be credited to
Government Account. As per instructions of
State Transport Commissioner, Jharkhand
(January 2001) the amount collected by the
banks during April to February should be
transferred to the State Bank of India (SBI),
Doranda Branch, Ranchi in such a manner
that all receipts during a particular month are
transferred latest by the first week of the
following month. The amount deposited in
the month of March, is to be transferred by
31" March positively so that all amounts
deposited in the financial year are transferred
to the Government account in the same
financial year. As per the instructions issued
by the Reserve Bank of India penal interest,
on balance exceeding rupees one lakh, is
payable by the banks at the rate notified from
time to time on delayed remittances to

Non-realisation of interest due to delay in deposit of

We noticed during the
test check of Dbank
statements of remittances
of revenue collected in
the office of State
Transport Commissioner,

Jharkhand and seven
District Transport
Offices™ between July

2012 and February 2013
that the collecting banks
ie. Punjab  National
Bank, Bank of India and
State Bank of India did
not credit a sum of
% 1,122.60 crore for the
years 2009-10 to 2011-12
into SBI, Doranda
Branch, for credit into
Government Account
within the prescribed
time. The delay ranged
from one month to 11

Government Account. months. The collecting
banks did not credit
interest of ¥ 7.60 crore™ for delayed transfer of the Government revenue into
SBI, Doranda, Ranchi. This indicated that the Department did not monitor and

effectively pursued the matter of payment of interest with the collecting banks.

After we pointed out the cases (between July 2012 and February 2013), the
Government stated (July 2013) that all seven DTOs had issued instruction to
the concerned banks for timely transfer of the collected revenue and to deposit

1 Bokaro, Chaibasa, Dhanbad, Dumka, Giridih, Godda, Hazaribag, Jamshedpur, Koderma,

Pakur, Ranchi, Sahebganj and Saraikela-Kharsawan.

Chaibasa, Dumka, Ranchi and Saraikela-Kharsawan.

2l Bokaro, Chaibasa, Dhanbad, Dumka, Giridih, Godda, J amshedpur, Koderma, Ranchi,
Sahebganj and Saraikela-Kharsawan.

2 Bokaro, Deoghar, Dhanbad, Dumka, Hazaribag, Koderma and Sahebgan;.

# Amount of penal interest calculated at the rate of 8 per cent per annum upto February 2012
and thereafter at 11.5 per cent per annum.
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penal interest. In case of the STC, it stated that delay was due to time taken in
clearance of Bank Drafts. The reply is not inconsonance with the instructions
issued by the Department.

Similar issue was pointed out in Paragraph No. 4.12 of the Audit Report
(Revenue Sector) for the year ending 31 March 2012. In reply, the
Government accepted our observation and stated (September 2012) that
DTOs, Bokaro and Dhanbad had issued necessary instructions to the
concerned bank for timely transfer of the collected revenue and deposit the
penal interest. However, the Department has not yet been able to ensure timely
transfer of collected money to Government Account and issue still persists.

4.11 Non-renewal of authorisation of National Permit

We noticed (July 2012)
Under the provisions of Section 81 of the from test check of the
Motor Vehicles (MV) Act, 1988 and Rule 87 National Permit Register

of the Central Motor Vehicles (CMV) Rules,
1989, a permit other than a temporary or
special permit shall be effective for a period
of five years and the period of validity of an
authorisation shall not exceed one year at a
time. The owner of the vehicle had to pay in
advance the authorisation fee of ¥ 500 along
with composite fee in the shape of bank
drafts for transmission to the States where the
vehicle is intended to ply. This authorisation
is a continuous process unless the permit
expires or is surrendered by the permit
holder. Further, under the Central Motor
Vehicle (Amendment) Rules, a new national
permit system was made effective with effect
from 8 May 2010 which envisaged levy of
T 1,000 towards home state authorisation fee
and X 15,000 towards consolidated fee per
annum per vehicle authorising the national
permit holder to operate throughout the
country.

in the office of the
Transport Commissioner,
Jharkhand that in cases of
290 vehicles out of
33,589 vehicles,
subsequent authorisation
for national permit for
the  period  between
October 2009 and March
2013 was not renewed
during the validity period
of the permits. We also
observed that there was
absence of mechanism in
the office of the
Transport Commissioner
for = monitoring  the
subsequent authorisation
during currency of the
national permits. This
resulted in non-
realisation of composite/

consolidated fee and authorisation fee of ¥ 76.10 lakh>*.

After we pointed out the cases (July 2012), the Government stated (July 2013)
that show cause notices had been issued to the vehicle owners. Further reply
has not been received (December 2013).

Similar issue was pointed out in Paragraph No. 4.12 of the Audit Report
(Revenue Receipts) for the year ending 31 March 2010, where the Department
accepted our observation and stated that demand notices would be issued

24 (Amount in )

Consolidated fee Total
71,84,500 76,10,000

No. of permit Authorisation fee

290 4,25,500
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against the defaulters. Further action taken in this regard has not yet been

received (December 2013).

4.12

@r the provisions of Rule 4(1) o%
JMVT Rules, in cases where no tax had

previously been paid, the date of acquisition
of the vehicle or the date when such tax is
imposed by law shall be the due date for tax
payment. Further, Rules 42 and 47 of the
CMYV Rules, 1989 provides that no holder of
a trade certificate shall deliver a motor
vehicle to a purchaser without registration,
whether temporary or permanent and
application for registration has to be made
within seven days from taking delivery of the
vehicle. Non-payment of taxes in time attracts

Non-levy of taxes from the date of possession of vehicles

We noticed from test
check of the Taxation

Register and the
computerised data in
five district transport

offices™ between August
2012 and February 2013
that the owners of 163

vehicles out of 311
vehicles applied for
registration  of  their
vehicles with  delay

between 36 to 811 days.
The registering authority

levied tax from the date
of registration instead of

penalty at the rates prescribed depending
from the date of

upon the period of delay, which ranges from
25 to 200 per cent of the tax due.
possession or date of

expiry of the temporary registration of the vehicles. We observed that till the
date of audit (between August 2012 and February 2013) neither the owner of
the vehicles paid the taxes nor did the registering authority levy tax and
penalty on the defaulting vehicles for the intervening periods from the date of
possession of vehicles to the date of their registration. Thus, non-compliance
with the provisions of the rule resulted in non-levy of revenue amounting to
T 40.83 lakh®® including penalty of ¥ 27.22 lakh. As the tax remained unpaid
even after delays ranging between 635 days and 1393 days vehicles owners
were liable to pay tax and maximum penalty at the rate of 200 per cent.

After we pointed out the cases (between August 2012 and February 2013), the
Government stated (July 2013) that in case of DTO, Bokaro and Dhanbad
notices of demand had been issued in 77 cases involving I 24.55 lakh. In
respect other DTOs, the Government issued instruction to realise the amount
involved. Further reply has not been received (December 2013).

Similar issue was pointed out in Paragraph No. 4.8 of the Audit Report
(Revenue Receipts) for the year ending 31 March 2006. The Department in

> Bokaro, Deoghar, Dhanbad, Giridih and Hazaribag.

26

(Amount in )
SL No. Name of DTO No. of vehicles Tax Penalty Total

1 Bokaro 53 5,93,764 11,87,528 17,81,292
2 Deoghar 19 2,16,893 4,33,786 6,50,679
3 Dhanbad 24 2,24,406 448812 6,73,218
4 Giridih 18 61,911 1,23,822 1,85,733
5 Hazaribag 49 2,63,951 527,902 7,91.853

Total 163 13,60,925 27,21,850 | 40,82,775
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their Departmental notes accepted the audit observation and stated that notices
of demand had been issued in all 13 cases involving X 5.50 lakh. Thus, despite
assurance of the Department the irregularities are sill persisting.

4.13 Non-realisation of trade tax

Under the provisions of Section 6 of the
JIMVT Act, trade tax at the annual rate
specified in Schedule-IIT shall be paid by a
manufacturer/dealer in respect of motor
vehicles held in possession by him in the
course of business. Trade tax is payable
(based on the type of vehicle) on a block of
seven vehicles, for which returns are
required to be submitted in Form B2 by the
manufacturer/dealer. The taxation authority
after verifying the amount of trade tax
renews the trade certificate. In case of non-
payment of tax within the stipulated period,
the taxation authority may impose penalty at
the prescribed rates. If delay in payment
exceeds 90 days, penalty at twice the
amount of tax due may be imposed.

We noticed during test
check of the Trade Tax
Register and files of five
District Transport Offices”’
between April 2012 and
February 2013 that 18
dealers out of 220 dealers
of motor vehicles were
liable to pay trade tax
along with penalty of
% 15.57 lakh for the period
between  2009-10 and
2011-12. However, neither
did the dealers submit the
returns nor was any action
taken by the Department to
obtain the returns and
realise the amounts due.

Thus, non-prescribing the
periodicity of submission of return B2 and periodical check of the Trade Tax
Register resulted in non-realisation of Trade tax and penalty of ¥ 15.57 lakh®®
including maximum penalty of ¥ 10.38 lakh.

After we pointed out the cases (between April 2012 and February 2013), the
Government stated (July 2013) that in case of three DTOs>, demand notices
had been issued in case of five dealers involving X 5.13 lakh, of which
certificate cases were instituted in one case involving I 24,000 pertaining to
DTO, Ranchi and ¥ 51,800 involved in three cases had been recovered by
three DTOs". Further reply has not been received (December 2013).

" Deoghar, Giridih, Koderma, Palamu and Ranchi.
28

(Amount in )

District Type of No. of | No.of [Block| Rate | Amountof| Penalty Total Amount Non-
vehicles dealers | vehicles | of per trade tax realised | realisation

seven | seven
vehicles

Deoghar Two-wheeler 5 574 84 400 33.600 67,200/ 1.00.800 0 1.00.800
LMV 5 951 138 500 69.000] 1.38,000] 2.07.000 0 2.07.000
Giridih | Two-wheeler 2 2,693] 386 400 1,54,400| 3,08,800{ 4,63,200 0 4,63,200
Koderma |Two-wheeler 1 58 9 400 3600 7.200 10.800 0 10.800
Palamu Two-wheeler 2 4,160] 595 400| 2.,38.000| 4.76,000] 7.14.000 0 7.14.000
LMV 1 103 15 500 7500 15,000 22.500 0 22.500
Ranchi [IMV 2 175 26 500 13.000 26,000 39.000 0 39.000
Total 18 8,714 5,19,100/10,38,200| 15,57,300 0 15,57,300

(Block of seven calculated on individual dealers)

% Giridih, Koderma and Ranchi.
%" Giridih, Koderma and Ranchi.
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Similar issue was pointed out in Para 4.10.1 of the Audit Report (Revenue
Sector) for the year ending 31 March 2012, the Government/ Department
accepted our observation and stated that demand had been raised against 25
dealers and recovery of X 1.14 lakh had been made from four dealers. The
nature of lapses/irregularities are still persisting which shows ineffectiveness
of the Inter Control System of the Department to prevent recurring leakage of
revenue.

We recommend that the Government may consider prescribing
periodicity for submission of return in Form B2 for timely realisation of
Government revenue.

4.14  Non-issue of certificate of registration in Smart Card

We noticed during test
check of the Registration
Register for the period
2010-11 and 2011-12 of
District Transport
Offices, Jamtara and

@r the provisions of Rules 48 and %
the Central Motor Vehicles Rules, the

registering authority shall issue to the owner
of the motor vehicle a certificate of
registration in Form 23 or Form 23 A (Smart

Card). Further, Rule 81 provides that an
additional amount of fee of rupees two
hundred shall be charged for issue of
certificate of registration in smart card
effective from May 2002. The Government
of Jharkhand had signed an agreement with
M/s A K S Smart Card Ltd. in September
2004 and allowed the firm to recover service
fee of ¥ 99 for issue of vehicle registration
certificate in Smart Card. Issuance of Smart
Card based driving licence and registration
certificate was introduced to prevent the use
of forged and fake documents in respect of
motor vehicles. It was further clarified in
December 2004 that the above service fee
would be in addition to the fee leviable
under the Rules. Further, the data from the
package VAHAN was being transmitted to

Pakur between June 2012
and August 2012 that
8,928 certificate of
registrations were not
issued in smart card even
though Vahan package
was installed in the
offices. It was further
observed that as per the
terms of agreement, in
Pakur district installation
of hardware and software
for issuance of Smart
Card was to be completed
in 16 weeks from the date
of agreement (September
2004). The Government
did not enter into any
agreement for Jamtara
district. In the absence of

the vendor for issuance of registration
certificate in Smart Card (Form 23A).
issuance of Smart Card

based certificate of registration, possibility of use of forged and fake
documents in respect of Motor Vehicles cannot be ruled out. Delay on the part
of Government in implementation of scheme led to non-achievement of the
core objective of the scheme.

After we pointed out the cases (between June 2012 and August 2012), the
Government stated (July 2013) that matter for issue of registration certificates

in Smart Card was under process. Further reply has not been received
(December 2013).
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4.15

Under the provisions of Section 7(3) of
Jharkhand ~ Motor  Vehicles  Taxation
(Amendment) Act, 2011, taxes shall be paid
by the owner of a transport vehicle on seating
capacity determined on the criteria of
wheelbase. The provision came into effect
from 23 May 2011. Further, Section 5 of the
Act provides that every owner of a transport
vehicle is required to pay road tax and
additional motor vehicles tax at the rates
specified therein.

Short levy of tax due to incorrect determination of seating
capacity

We noticed from test check
of the Registration/
Taxation Register along
with verification of the
computerised  data in
District Transport Offices,
Deoghar and Hazaribag in
February 2013 that out of
247 transport vehicles test
checked, 99 vehicles paid
taxes for the period from
May 2011 to 2012-13
adopting seating capacity

lower than the seating capacity as per their wheelbase. This indicated that the
DTO did not enforce the new provision of the Act during realization of tax
from transport vehicles which resulted in short levy of taxes amounting to

T 5.87 lakh.

After we pointed out the cases (February 2013), the Government stated
(July 2013) that instructions had been issued to the concerned DTOs for
realisation of amount involved. Further reply has not been received (December

2013).
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EXECUTIVE SUMMARY

What we have In this Chapter we present illustrative cases of I 4.45
highlighted in this crore selected from observations noticed during our test
Chapter check of records relating to Khas Mahal land and

transfer of Government land in the office of the DCLR,
Khas Mahal and Anchal offices, where we found that the
provisions of the Acts/Rules were not observed.

It is a matter of concern that similar omissions have been
pointed out by us repeatedly in the Audit Reports for the
past several years, but the Department has not taken
corrective action.

Trend of receipts  In 2012-13, the collection of taxes from Land Revenue
increased by 82.06 per cent over the previous year but
the Department did not assign any reason thereof.

Internal Audit No Internal Audit Wing has been set up in the
Department. The Internal Audit is conducted by the
Finance Department from time to time. However,
information regarding conduct of audit during 2012-13
by the Finance Department was not furnished.

Impact of audit In 2012-13 we test checked the records of 32 units

conducted by us in relating to Land Revenue and noticed non/short levy of

2012-13 cesses and/or interest on arrears of cess, non/short
fixation of salami and commercial rent, non-settlement
of vested lands, etc. of T 587.79 crore in 159 cases.

The  Department  accepted  non-realisation/short
computation of salami, rent etc. amounting to I 4.52
crore in 37 cases pointed out by us during 2012-13.

Our conclusion The Revenue and Land Reforms Department needs
to improve the internal control system including
instituting an Internal Audit Wing so that weaknesses
in the system are addressed and omissions of the
nature detected by us are avoided in future.
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5.1 Tax administration

The laws' governing Land revenue in Jharkhand are administered by the
Secretary/Commissioner of the Revenue and Land Reforms Department. All
important cases of settlement, framing of policies and sanction of alienation of
Government land are decided at the Government level. The State is divided
into five divisions® each headed by a Divisional Commissioner and 24
districts’ each headed by a Deputy Commissioner. At the district level the
Deputy Commissioner is assisted by the Additional Collector/Additional
Deputy Commissioner (AC/ADC). Each district is divided into sub-divisions
headed by a Sub-Divisional Officer (SDO) who is assisted by a Deputy
Collector Land Reforms (DCLR). The sub-divisions are divided into circles
each headed by a Circle Officer (CO).

. . . .5
The various receipts under ‘Land Revenue’ are Land rent, Sairat’, Salami’,
commercial/residential rent, cess® etc.

5.2 Trend of receipts

@cording to the provisions of the Bihar Financim estimates (REs) and
Rules, Vol. I (adopted by the Government of | .. . rec eipts from

Jharkhand) the responsibility for preparation of | .4 Revenue
budget estimates of revenue receipts is vested in the during the period
Finance Department. However, the material for the | 500309 to 2012-13
budget estimates is obtained from the concerned
Administrative Department which is responsible for
the correctness of the material. In case of fluctuating

The revised

along with the total
tax receipts during
the same period is

revenue the estimates should be 'based on a | . ihibited in the
Qmparlson of the last three years’ receipts. / following table:

1. Bihar Tenancy Act, 1885, 2. Chotanagpur Tenancy Act, 1908, 3. Santhal Pargana Act,
1949, 4. Bihar Land Reforms Act, 1950, 5. Bihar Land Reforms (Fixation of Ceiling Arca
and Acquisition of Surplus Land) Act, 1961, 6. Bihar Bhoodan Act, 1954, 7. Bihar
Government Estate (Khas Mahal) Manual, 1953 8. Bihar Public Land Encroachment Act,
1956, 9. Bengal Cess Act, 1880 and 10. Executive orders issued by the Revenue and Land
Reforms Department, Government of Jharkhand from time to time.

South Chotanagpur (Ranchi), North Chotanagpur (Hazaribag), Santhal Parganas (Dumka),
Palamu (Medininagar) and Kolhan (Chaibasa).

3 Bokaro, Chatra, Dhanbad, Dumka, Deoghar, East Singhbhum, Garhwa, Godda, Giridih,
Gumla, Hazaribag, Jamtara, Koderma, Khunti, Latehar, Lohardaga, Pakur, Palamu,
Ramgarh, Ranchi, Sahebganj, Saraikela-Kharsawan, Simdega and West Singhbhum.
Sairat: The right and interest in respect of revenue earning hat, bazaar, mela, trees, ferries
etc.

Salami is the market value of the land.

Education cess: 50 per cent, Health cess: 50 per cent, Agriculture Development cess: 20
per cent and Road cess: 25 per cent of the rent (Total 145 per cent).
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X in crore)

Revised Actual Variation Percentage Total tax Percentage of
estimates receipts excess (+)/ of variation receipts actual Land
shortfall (-) of the Revenue
State receipts vis-a-
vis total tax
receipts
2008-09 52.75 53.33 (+) 0.58 (+) 1.10 3,753.21 1.42
2009-10 60.00 41.28 (-) 18.72 (-)31.20 4,500.12 0.92
2010-11 66.00 130.65 (+) 64.65 (+) 97.95 5,716.63 2.29
2011-12 83.49 52.94 (-) 30.55 (-) 36.59 6,953.89 0.76
2012-13 82.00 96.38 (+) 14.38 (+)17.54 8,223.67 1.17

Source:  Finance Accounts and revised estimates as per the Statement of Revenue and Receipts
2013-14 of the Government of Tharkhand.

In 2012-13, the collection of taxes from Land Revenue increased by 82.06 per

cent over the previous year but the Department did not assign any reason

thereof.

The Department did not assign any specific reason for variation between the
BEs and the actual receipts but stated that the budget had been fixed by the
Finance Department. This indicates that the BEs were not prepared on a
realistic basis as per provisions of the Budget Manual.

We recommend that the Government may issue suitable instructions to
the Department for preparing the BEs on a realistic and scientific basis to
ensure that these are close to the actual receipts.

5.3 Working of Internal Audit Wing

There is no Internal Audit Wing in the Revenue and Land Reforms
Department. The internal audit is conducted by the Finance Department from
time to time. Information regarding conduct of audit by the Finance
Department during 2012-13 was not furnished (December 2013).

5.4 Analysis of arrears of revenue

The arrears of revenue as on 31 March 2012 were X 10.98 crore. The year-wise
position of arrears of revenue during the period 2008-09 to 2011-12 is
depicted below:

2008-09 1.85 1.85 0.12 0.99 0.98

2009-10 0.98 0.98 9.76 1.74 9.00
2010-11 9.00 9.00 2.21 0.69 10.52
2011-12 10.52 10.52 2.92 2.46 10.98
2012-13 The Department did not furnish the position of arrears.

Source: Revenue and Land Reforms Department, Government of Jharkhand.

The above table indicates that the Department could not achieve target of
collection of arrears during any of the four years except during 2009-10.
Further, the arrears of ¥ 1.85 crore as on 31 March 2008 increased to ¥ 10.98

7 Amounts of addition and clearance of arrears of revenue as furnished by the Department

differ from those featured in the previous Audit Report on the basis of information
furnished by the Department.
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crore as on 31 March 2012. Thus, the arrears pending collections is on an
increasing trend.

The Department has not furnished the stages of action at which arrears of
revenue is pending and arrears outstanding for more than five years.

5.5 Impact of Audit

5.5.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out non/short fixation
of salami, non/short levy of rent and/or cesses, non-settlement of vested lands
etc. involving X 438.45 crore. Of which the Department/Government accepted
our observation of ¥ 8.78 crore. However, the Government/Department had
not reported recovery against our observations. The details are mentioned
below:

Amount recover
up to 2012-13 out

No. of paragraph

Amount objected Amount accepted

of Col. 4
2 5
2007-08 2 200.13 0.29 0
2008-09 2 222.81 3.67 0
2009-10 1 0.52 0.11 0
2010-11 - - - -
2011-12 2 14.99 4,71 0

Total | 7 |  438.45 \ 8.78

The above table shows that the Department/Government did not intimate
recovery even in those cases where it has accepted our contention.

5.5.2 Status of compliance to outstanding Inspection Reports

(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 73 units relating to
land revenue and pointed out cases of non-renewal of leases of Khas Mahal®
land, encroachment of public land, etc., with revenue implication of
T 1,776.48 crore in 5,712 cases. Of these, the Department/Government
accepted audit observations in 773 cases involving I 347.95 crore but recovery
against the accepted amount had not been intimated by the

Department/Government, as shown in the following table:

® in crore)
No. of units Amount objected Amount accepted Amount recovered
audited upto 2012-13 out of
Col. 6

2007-08 12 3,231 588.50 694 5.17 0
2008-09 9 2,395 1,151.31 55 338.04 0
2009-10 22 18 0.03 18 0.03 0
2010-11° - - - -
2011-12 30 68 36.64 6 4.71 0

773

5712 | 1,776.48 |

Khas Mahal: Estates under the direct possession/management of the Government.

9

Land Reforms Department” featured in the Audit Report 2009-10.

Audit was not conducted in 2010-11 as a performance audit on “Working of Revenue and
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5.5.3 Status of compliance to Inspection Reports (2012-13)

During 2012-13 we test checked the records of 32 units (having revenue
collection of X 4.17 crore) out of 270 units relating to Land Revenue. The test
checked units revealed non/short levy of cesses and/or interest on arrears of
cess, non/short fixation of salami and commercial rent, non-settlement of
vested lands etc. involving X 587.79 crore in 159 cases which fall under the
following categories:

(X in crore)
SIL Categories Number of cases Amount
No.
1. | Non/short levy of cesses/interest on arrears of cess 44 7.68
Non/short fixation of salami’’ and commercial
2. 3 7.63
rent
3. | Non-settlement of vested lands 7 0.03
4. | Non-secttlement of sairats 2 0.09
5. | Other cases 103 572.36
Total \ 159 | 587.79

During the course of the year, the Department accepted non-realisation/short
computation of salami, rent etc. amounting to X 4.52 crore in 37 cases pointed
out by us during 2012-13.

In this chapter we present a few illustrative cases having recoverable financial
implication of X 4.45 crore, of which the department accepted T 3.94 crore.
These are discussed in the following paragraphs.

0 Salami is the market value of the land.
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5.6 Audit observations

Our scrutiny of records in the offices of the Revenue and Land Reforms
Department relating to revenue received from land rent, sairat, salami etc.
indicated cases of non-observation of the provisions of the Acts/Rules
resulting in non/short levy of salami, rent, capitalised value of commercial
rent and cess as mentioned in the succeeding paragraph in the chapter. These
cases are illustrative and are based on a test check carried out by us. Such
omissions are pointed out by us each year, but not only do the irregularities
persist, they remain undetected till the date of audlit.

5.7 Non-observance of the provisions of Acts/Rules

The Bihar Government Estates (Khas Mahal) Manual, 1953 and instructions
issued from time to time, as adopted by the Government of Jharkhand, provide

for:

(i) levy of salami on fresh leases equal to prevailing market value of land
besides annual rent at the rate of two and five per cent for residential
and commercial purposes respectively of such salami, and

(ii) levy of salami and capitalised value of both commercial rent and cess
for permanent settlement of Government land.

The Revenue and Land Reforms Department did not observe diligently the
provisions of the Acts/Rules resulting in non/short realisation of Government
revenue as mentioned in the succeeding paragraphs:

5.8 Non-realisation/short computation of salami and capitalised

value

5.8.1 We noticed (between

provisions of the Bihar Government
Estates (Khas Mahal) Manual, 1953 in
case of permanent transfer of Government
land (Gair Mazarua Khas/Aam Land) for
commercial purposes, salami equal to
prevailing market value of such land and
capitalised value of both commercial rent
and cess are realisable for transfer of such
land. Further, Rajyadesh (ordinances)

11

@1 resolution issued by the Govemn%
of Jharkhand in January 2011 under the

provides for realisation of demand before
%fer of such land. /

July 2012 and March 2013)
during scrutiny of files
related to permanent transfer
of Government land in five
circle offices'' that in 28
cases 8.521 acres of Gair
Mazarua (GM) Khas/GM
Aam'? land was sanctioned
through eight Rajyadesh
(ordinances) issued between
May 2011 and March 2012
for permanent transfer to the
National Highways
Authority of India (NHAI)

Sadar Anchal of Hazaribag and Bundu, Namkum, Ormanjhi and Tamar Anchals of Ranchi.

"2 Gair Mazarua Khas land means land retained by ex-intermediaries and not settled with
Raiyats which subsequently vested in the State under the Bihar Land Reforms Act, 1950.
Gair Mazarua Aam land means uncultivated land for public use as grazing ground, play

ground, graveyards, religious place, village road etc.
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for widening of NH-33 subject to payment of sa/ami and capitalised value of
commercial rent" without making provision for payment of capitalised value
of cess'* as stipulated in the resolution issued by the Government. Thus, a sum
of X 1.86 crore on account of capitalised value of cess remained outside the
purview of the ordinance due to deviation from the provisions of the
resolution.

Further, the NHAI reported (May 2013) that widening of NH-33 had already
been taken up. However, out of total leviable demand of ¥ 4.18 crore'”, only
the circle office, Sadar (Hazaribag) had raised the demand of I 44.94 lakh'®
for salami and capitalised value of commercial rent only in three cases. The
four circle offices did not raise the demand in the remaining 25 cases. Thus,
non-prescribing provisions in the ordinances for levy of capitalised cess and
non-realisation of the land revenue of X 4.18 crore before transfer of land was
violation of the rajyadesh and resolution issued by the Government.

After we pointed out the cases between July 2012 and March 2013, the CO,
Sadar (Hazaribag) stated (July 2012) that demand of capitalised value of cess
would be raised. Circle offices, Bundu, Tamar and Namkum stated (between
January and March 2013) that demand would be raised, while circle office,
Ormanjhi did not furnish any reply. However, the case was brought to the
notice (April 2013) of the Deputy Collector Land Reforms, Ranchi and he
stated that instruction would be given to circle officer, Ormanjhi to raise the
demand.

We reported matter to the Government/Department in June 2013; their reply
has not been received (December 2013).

6 Rajyadesh (ordinance) issued%

the Government of Jharkhand between
September 2010 and January 2011

5.8.2 We noticed (December
2012) during test check of files
related to permanent transfer of
Government land in the circle

under the provisions of the Bihar
Government Estates (Khas Mahal)
Manual, 1953, in case of permanent
transfer of Government land (Gair
Mazarua (GM) Khas/Aam Land) for
commercial purposes, salami equal to

office, Katkamsandi (Hazaribag)
for the year 2010-11 that in two
cases 4.02 acres of GM Khas
land was sanctioned (September
2010) for transfer to Ministry of
Railways, Government of India
(GOI) for construction of new
railway track from Koderma to
Giridih, subject to payment of

prevailing market value and 25 times
Salami and capitalised value of

of commercial rent as capitalised
We are realisable. /
commercial rent at the prevailing

value of land on the date of transfer vide ordinances issued in September 2010.
We noticed that demand of X 31.93 lakh had been raised by CO, Katkamsandi
between June 2007 and May 2008 at the market value applicable for the year
2005 in course of preparing and forwarding the proposal to the Government

Capitalised value of commercial rent = 25 times of commercial rent.

Capitalised value of cess = 25 times of cess.

Salami =X 1.03 crore, Capitalised value of commercial rent =X 1.29 crore and Capitalised
value of cess =X 1.86 crore.

'® Salami =¥ 19.97 lakh and Capitalised value of commercial rent = ¥ 24.97 lakh.
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for permanent settlement of the land. However, Salami and capitalised value
of commercial rent at the prevailing market value of land applicable in
September 2010 amounting to I 53.34 lakh was required to be levied which
was not done. This resulted in short levy of Salami and capitalised value of
commercial rent of Y 21.41 lakh.

After we pointed out the cases in December 2012, the CO stated (December

2012) that the demand would be raised. Further reply has not been received
(December 2013).

We reported matter to the Government/Department in June 2013; their reply
has not been received (December 2013).

5.8.3 Further, on test check of the records of the circle office, Churchu
(Hazaribag) we noticed (November 2012) that in three cases 0.80 acres of land
(GM Khas Land: 0.65 acres and GM Aam Land: 0.15 acres ) was transferred to
NHALI for widening of NH-33 vide ordinances issued between October 2010
and January 2011. The CO, Churchu had raised the demand of X 6.04 lakh by
applying rate for lower category of land (7and land instead of land for road, as
classified in ordinance). However, we worked out the actual demand of
X 17.79 lakh as per land categorised under the ordinances and observed that
due to non-computation of Salami and capitalised value of commercial rent at
the prevailing market rate of actual category of land resulted in short levy of
T 11.75 lakh.

After we pointed out the cases in November 2012, the CO stated (November
2012) that the demand would be raised after examination. Further reply has
not been received (October 2013).

We reported the matter to the Government in June 2013; their reply has not
been received (December 2013).

5.9 Short levy of salami and rent for lease hold property

We noticed (December
Under the provisions of Rule 9 of the Bihar\ 2012) during test check of

Government Estate (Khas Mahal) Manual, Lease Register and
1953 and orders issued thereunder, in case a | records!” of the Khas

lease holder changes the purpose of lease
without approval of competent authority he
1s to be treated as a trespasser and shall have
no claim for the renewal of lease on the past
terms and condition of the lease agreement.
Further, on fresh leases for residential and
commercial purposes, salami equal to
current market value of the land besides
annual rent of two per cent and five per cent

for residential and commercial purposes
respectively of such salami is payable.

Mahal Office, Hazaribagh
for the period 2003-04 to
2011-12 that a lessee
applied (December 2007)
for renewal of lease of 0.11
acre of Khas Mahal land
for residential purpose.
During an  inspection
conducted by the
Department in December
2011, the lessee was found
utilising 0.02 acre of the

above land for commercial purposes without approval of the competent
authority in contravention of the terms and condition of the lease agreement

7" Register of Khas Mahal Land and files related to renewal of Khas Mahal Land.
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and thus, was a trespasser. The lessee was liable to pay T 43.34 lakh and
T 1.10 lakh for salami and rent respectively treating it as fresh lease. However,
the Government had settled the land with the lessee in August 2012 levying
salami and rent of ¥ 4.81 lakh and ¥ 19,779 respectively on renewal of the
lease without treating it as fresh lease although the Government conceded
(July 2013) that the lessee was a trespasser. Thus, non-compliance with
provlissions of the Manual resulted in short levy of salami and rent of X 39.44
lakh™".

After we pointed out the case in December 2012, the Dy. Collector, Hazaribag
stated (December 2012) that after verification action would be taken as per
rules. Further reply has not been received (December 2013).

The matter was reported to the Government in June 2013; their reply has not
been received (December 2013).

(Amount in )
Purpose Market Leviable Levied Short levied
Area (in value of Salami Rent Salami Rent Salami Rent Total
acre) the land (1x2) 2(5°Sifd°'llﬁa[ 3-5) “4-0)
‘o Of salam1
per acre Commercial-
5% of salami)
1 2 3 4 5 6 7 8 9
C"Hgn—oezrml 3,93,97.000( 7,87.940|  39,397| 3.93.970| 19,700| 3.93.970| 19.697| 4.,13.667
%ggntml 3,93,97,000( 35,45,730 70,915 86,674 79| 34,59,056| 70,836 35,29,892
Total 43,33,670) 1,10,312| 4,80,644 19,779 | 38,53,026| 90,533 | 39,43,559
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OTHER TAX RECEIPTS




EXECUTIVE SUMMARY

What we have  In this Chapter we present a paragraph on “Levy and

highlighted in  collection of Stamp duty and Registration fees on lease

this Chapter agreements of immovable properties and Development
Agreements” and a Review on “Levy and collection of
Electricity Duty in Jharkhand” along with one illustrative
case on Taxes and Duties on Electricity.

Trend of In 2012-13, the collection of Stamps and Registration Fees

receipts increased by 22.74 per cent over the previous year which
was attributed by the Department to increase in the value of
land and property.

In 2012-13, the collection of Taxes and Duties on
Electricity increased by 52.17 per cent over the previous
year. However, revenue collection during 2012-13 was
22.03 per cent less than the revised estimate.

Internal audit  No Internal Audit Wing has been set up in Registration as
well as in Commercial Taxes Departments (in respect of
Electricity Duty). Internal audit is conducted by the
Finance Department. However, no internal audit of
assessment under Electricity Duty Act had been conducted
by the Finance Department.

Impact of In 2012-13, we test checked the records of 15 units out of
audits 41 units relating to Stamp Duty and Registration Fees
conducted by where we found blocking up of Government revenue and
us in 2012-13 other cases involving X 5.19 crore in 4,021 cases, of which

the Department accepted non-levy of Registration Fees and
penalty of X 4.24 crore in 2,191 cases pointed out by us
during 2012-13.

In 2012-13, we test checked the records relating to
Electricity Duty where we found non/short levy of
electricity duty, incorrect rate of surcharge etc. involving
3249.95 crore in two cases, of which, the Department
accepted observations of ¥ 247.72 crore.

Our conclusion The Departments need to improve the internal control
system including arranging for its own Internal Audit
Wing so that weaknesses in the system are addressed
and omissions of the nature detected by us are avoided
in future.




CHAPTER - VI: OTHER TAX RECEIPTS
A. STAMPS AND REGISTRATION FEES

6.1 Tax administration

The levy and collection of Stamp Duty and Registration Fees in the State of
Jharkhand is governed by the Indian Stamp Act, 1899 and rules made
thereunder and the Registration Act, 1908. On creation of the State of
Jharkhand, with effect from 15 November 2000, the existing Acts, Rules and
executive instructions of the State of Bihar were adopted by the State of
Jharkhand.

6.2 Trend of receipts

The Revised Budget Estimates (REs) and actual receipts from Stamp Duty and
Registration Fees during the period 2008-09 to 2012-13 along with the total
tax receipts during the same period is exhibited in the following table:

® in crore)

Revised Actual Variation Percentage of Total tax Percentage of

estimates receipts excess (+)/ variation receipts of actual receipts

shortfall (-) the State vis-a-vis total

tax receipts

2008-09 | 372.61 192.16 (-) 180.45 (-) 48.43 3,753.21 5.12
2009-10 | 350.00 238.20 (-) 111.80 (-)31.94 4,500.12 5.29
2010-11 [ 302.50 | 32835 | (+)25.85 (+)8.55 | 5,716.63 5.74
2011-12 | 450.00 | 401.17 (-) 48.83 (-)10.85 | 6,953.89 5.77
2012-13 | 490.00 | 492.40 (+) 2.40 (+)0.49 | 8223.67 5.99

Source: Finance Accounts and Revenue and Receipts of 2013-14 of the Government of Jharkhand.

In 2012-13, the collection of Stamps and Registration Fees increased by 22.74
per cent over the previous year which was attributed by the Department to
increase in the value of land and property.

6.3 Cost of collection

The gross collection under Stamps and Registration Fees, expenditure incurred
on their collection and the percentage of such expenditure to gross collection
during the period 2008-09 to 2012-13 along with all India average percentage
for the preceding year are mentioned in the following table:

Collection Expenditure on Percentage of All India average percentage
collection of revenue expenditure on for the preceding year
collection
2008-09 192.16 9.91 5.16 2.09
2009-10 238.20 10.98 4.61 2.77
2010-11 328.35 15.39 4.69 2.47
2011-12 401.17 11.34 2.83 1.60
2012-13 492.40 11.24 2.28 1.89

Source: Finance Accounts of the Government of Jharkhand.

The above table indicates that during 2008-09 to 2012-13, the percentage of
expenditure on collection in respect of Stamps and Registration Fees was
higher than the all India average percentage for the previous years.
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The Government needs to take appropriate measures to keep the percentage of
expenditure on collection below the all India average percentage in the coming
years.

6.4  Analysis of arrears of revenue

The year wise position of arrears of revenue during the period 2008-09 to
2011-12 is depicted below:

(X in crore)

Opening balance of arrears Closing balance of arrears
2008-09 1.63 1.45
2009-10 1.45 1.53
2010-11 1.53 1.57
2011-12 1.57 1.57
2012-13 1.57 Not furnished

The Department did not furnish position of arrears of revenue during 2012-13
though called for between May and August 2013.

6.5 Impact of Audit

6.5.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out cases of non/short
levy of stamp duty and registration fees, misclassification of documents etc.
with financial implication of ¥ 6.98 crore in four paragraphs of which the
Department/Government accepted our observations of I 2.96 crore and
recovered X 2.39 lakh upto 2012-13. The details are shown in the following
table:

X in crore)

No. of Amount Accepted Amount recovered*
paragraph objected recoverable upto 2012-13 out of
amount Col. 4

2007-08

2008-09 NIL NIL NIL
2009-10 5.22 1.26 0.02
2010-11 NIL NIL

2011-12

6.5.2 Status of compliance to outstanding Inspection Reports

(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 66 units relating to
Stamp Duty and Registration Fees and pointed out 8,494 cases of non/short
levy of duty and registration fees, misclassification of documents etc.
involving X 3,416.75 crore, as shown in the following table:

' The Government reported recovery of T 2,38,699 against objected amount of these Audit

Reports without furnishing Report wise breakup.
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 in crore)

No. of Amount objected Amount accepted Amount recovered

il cases cases Col. 6
3 4 7
2007-08 13 335 2.51 NIL NIL 0
2008-09 12 920 2.73 NIL NIL 0
2009-10 10 1 0.24 NIL NIL 0
2010-11 18 6,771 3,410.95 NIL NIL 0
2011-12 13 467 0.32 NIL NIL 0

Total | 66 | 8494 | 341675 | NIL | NIL | 0

6.5.3 Status of compliance to Inspection Reports (2012-13)

Out of 41 units relating to Stamp Duty and Registration Fees our test check of
the records of 15 units in 2012-13, having revenue collection of I 219.38
crore, revealed blocking up of Government revenue and other cases involving
3 5.19 crore in 4,021 cases as detailed below:

in crore

SL Categories ‘ No. of ‘ Amount
No. cases
“Levy and collection of Stamp duty and Registration
1 | fees on lease agreements of immovable properties and 1 2.46
Development Agreements”
2 | Blocking up of Government revenue 1,805 1.84
3 | Other cases 2,215 0.89
Total | 4021 | 519

During the course of the year, the Department accepted non-levy of Stamp
Duty and Registration Fees and penalty of X 4.24 crore in 2,191 cases pointed
out by us during 2012-13.

In this part we present a paragraph on “Levy and collection of Stamp duty
and Registration fees on lease agreements of immovable properties and
Development Agreements” having financial implication of ¥ 2.46 crore.
During 2012-13, the Department/Government accepted observations of I 2.46
crore.
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6.6 Non-observance of provisions of Acts/Rules

The Indian Stamp Act, 1899, the Registration Act, 1908 and Bihar
Registration Rules, 1937, Bihar Registration Manual, 1946 and Bihar Stamp
(Prevention of under valuation of instruments) Rules, 1995 (as adopted by the
Government of Jharkhand) made thereunder provide for:

(i)  payment of Registration fees at the prescribed rate; and
(ii) payment of Stamp duty by the executants at the prescribed rate.

We noticed that the Registration Department did not observe the provisions of
the Act/Rules in cases mentioned below:

6.7 Levy and collection of Stamp duty and Registration fees on
lease agreements of immovable properties and Development

Agreements

6.7.1 Introduction

The Indian Stamp Act, 1899 (IS Act) as amended from time to time, by
notifications issued by the State Government, provides for levy of Stamp duty
on the instruments presented for registration at the rates specified in the Act.
Such duties are paid by the executors of instruments using “impressed stamps
papers” or affixing “stamps on bond papers” of proper denominations. The
Bihar Registration Rules, 1937 lays down the detailed procedure for
determination and collection of stamp duty.

The Indian Registration Act, 1908 and Bihar Registration Rules made
thereunder by the State Government broadly outline the system of assessment
and collection of revenue under Registration fees.

The Registration (Bihar Amendment) Act, 1991 (adopted by the Government
of Jharkhand) provides a table of fees payable (as amended from time to time)
for registration of documents.

On presentation of instruments for registration, the registering authority
examines the same to verify that the instruments were presented within four
months from the date of execution, properly stamped as required under the
Indian Stamp (Bihar Amendment) Act and Registration fees collected
according to the prescribed table of fees.

6.7.2 Internal control and monitoring

6.7.2.1 Internal Audit

Internal audit is a mechanism to assure that the prescribed systems were
functioning reasonably well. The Finance Department (FD) ordered in May
1960 that internal audit of the Registration Department would be conducted by
it. The internal audit parties are required to conduct cent per cent audit of all
demands, collection of revenue and verification of deposit of amount into
treasury with the treasury records and scrutiny of registers maintained by
offices.
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Information received (July 2013) from the IGR office regarding audit
conducted by the FD during 2007-08 to 2011-12 in nine selected DSR offices
revealed that as of June 2013, the FD had conducted audit for 11 out of 45
financial years” for different periods between 2007-08 and 2011-12. The
details are given below:

Name of the Period due Period No. of years for which
DSR office for audit by audited by audit was not conducted
the Finance the Finance by the Finance Deptt.
Deptt. Deptt. (col. 4 — col. 6)
2007-08 to 2008-09 to
Bolaro 2011-12 > 2010-11 3 2
. 2007-08 to
Chaibasa 2011-12 5 2009 1 4
2007-08 to 2007-08 to
Dhanbad 2011-12 > 2011-12 > 0
2007-08 to .
Gumla 2011-12 5 Nil 0 5
2007-08 to .
5 Godda 2011-12 5 Nil 0 5
. 2007-08 to
6 Hazaribag 2011-12 5 2007-08 1 4
2007-08 to
7 Jamshedpur 2011-12 5 2011-12 1 4
2007-08 to .
8 Lohardaga 2011-12 5 Nil 0 5
. 2007-08 to .
9 Ranchi 2011-12 5 Nil 0 5
Total | 45 | | 11 | 34

Although the internal audit parties of the Finance Department are required to
conduct cent per cent audit in all the offices, it is seen from above table that in
many years the internal audit parties had not visited the DSR offices. In
Gumla, Godda, Lohardaga and Ranchi, no internal audit had been conducted
in any of the years in the DSR offices. Shortfall in conduct of internal audit
was indicative of the Department remaining unaware of the areas of
malfunctioning in the system and therefore, not being able to take remedial
action. The Department did not furnish the details of internal audit conducted
during 2012-13 despite request (October 2013).

After we reported the matter in June 2013, the Government stated (August
2013) that the Department had requested (July 2013) the Finance Department
for conduct of audit of registry offices.

6.7.2.2 Inspections

Bihar Registration Manual, 1946 as adopted by the Government of Jharkhand
provides for inspection of the registering offices by IGR, DSRs and Inspector
of Registration. The Inspector is expected to be on tour for at least nine
months in a year and is required to inspect all offices in his jurisdiction once a
year. The IGR is also required to inspect all district offices once in two years
including as many rural offices as he can conveniently inspect. The DSRs will
inspect each sub registry office in the district twice a year and his own office
once a year.

2 Total nine units for five years, i.e., 9 x 5 worked out to 45.
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Information received (July 2013) from the IGR office in respect of nine test
checked DSR and four SR offices revealed that four inspections were
conducted during 2009-10 to 2011-12 against the target of 111 inspections.
The number of inspection conducted in these districts was minimal as
mentioned in the following table:

Inspector of registration District Sub Registrar Inspector General of
Registration
Target | No. of inspection | Target | No. of inspection | Target | No. of inspection
conducted conducted conducted
2009-10 13 Nil 17 1 7 Nil
2010-11 13 Nil 17 1 7 Nil
2011-12 13 2 17 Nil 7 Nil

Source: Information furnished by Registration Department, Government of Jharkhand.

It would be seen from the above that as the Department had not achieved the
targets of inspections in any of the three years. This indicated lack of internal
control which helps in monitoring and proper functioning of the Department.

After we reported the matter in June 2013, the Government stated (August
2013) that Principal Secretary-cum IG Registration had directed all concerned
for inspection of all the registry offices located in the State.
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6.7.3

non-renewal/non-registration of leases

6.7.3.1 Non-renewal of mining lease

@er Section 17(1) of the Registration
leases of immovable property for any term

exceeding one year is to be compulsorily
registered if the value of the property exceeded
one hundred rupees. Stamp duty is chargeable as
per Schedule I-A of the Indian Stamp Act and
Registration fees is leviable as per table of fees
determined by the Government. Where the lease
purports to be for a term exceeding ten years but
not exceeding twenty years the same Stamp duty
as a conveyance (four per cenf) for a
consideration or market value equal to three
times the amount or value of the average annual
rent reserved is chargeable. Where the lease
purports to be for a term exceeding twenty years
but not exceeding thirty years same Stamp duty
as a conveyance (four per cenf) for a
consideration or market value equal to five time
of amount or value of the average annual rent
reserved is chargeable. Registration fee is levied
at the rate of three per cemt on the value on
which Stamp duty is charged. Further under the
provisions of Rule 24 A (6) of Mineral
Concession Rules, 1960, a lease shall be deemed

to have been extended by a further period till the
@e Government passes order thereon. /

Non-levy of Stamp duty and Registration fees due to

We called for data/
information from five
district mining offices’
out of which District
Mining Office, Gumla
did not furnish the
requisite data/
information. We cross
verified (May 2013)
data/ information
obtained from four
district mining offices*
with records of the
concerned four District
Sub Registrars which
revealed  that 82
numbers of mining
leases although expired
between December
1975 and January 2012
were not renewed upto
March 2013. Of these,
54 lessees were
extracting minerals and
paying royalty on the
extracted minerals. As
these leases  were
granted for ten to thirty

years, their registration was compulsory for further extraction of minerals after
expiry of lease period. Out of 82 mining leases, 55 leases were pending for
renewal at the State Government level and 27 leases were pending at district
level. Had these leases been renewed the Government would have fetched
Stamp duty and Registration fees of ¥ 47.39 crore® on registration of lease

deeds.

Chaibasa, Godda, Gumla, Hazaribag and Lohardaga.
Chaibasa, Godda, Hazaribag and Lohardaga.

(X in lakh)
S1. No. District No. of Consideration Stamp duty Registration Total
cases value @ 4% of fees @ of 3%
col. 4 of col. 4

1 2 3 4 5 6 7
1 Chaibasa 56 65,958.65 2,638.34 1,978.76 4,617.10
2 Godda 9 12.22 0.49 0.37 0.86
3 Hazaribag 3 10.85 0.43 0.33 0.76
4 Lohardaga 14 1,715.55 68.62 5147 120.09

Total 82 67,697.27 2,707.88 2,030.93 4,738.81
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After we reported the matter in June 2013, the Government stated (August
2013) that the Principal Secretary, Mines and Geology Department had been
requested for ensuring compulsory documentation, execution and presentation
of lease documents for registration. Further reply has not been received
(December 2013).

Similar issue was pointed out in Paragraph Number 6.3.11.2 of Audit Report
(Revenue Receipts) for the year ended 31 March 2010 wherein we had
recommended for framing a provision in the IS Act and Registration Act for
registration of mining leases that have been deemed renewed. The
Government has not intimated us action taken thereon and the issue still
persists.
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6.7.3.2 Non-levy of stamp duty and registration fees due to
non-registration of leases

Qmp duty is charged.

Under Section 73 of the Indian Stamp Act
every public officer, having in its custody
any register, books, records, documents,
the inspection whereof tend to secure any
duty, or to prove or lead to the discovery
of any fraud or omission in relation to any
duty, shall permit any person authorised in
writing by the Collector to inspect for such
purpose the documents/records and to take
such notes and extracts as he may deem
necessary. Further, under Section 17(1) of
the Registration Act, leases of immovable
property from year to year or for any term
exceeding one year is to be compulsorily
registered if the value of the property
exceeded one hundred rupees. Stamp duty®
1s chargeable as per Schedule I-A of the IS
Act depending on the periodicity of lease
and Registration fees is leviable at the rate

of three per cent on the value on which

/

We cross verified (between
July 2012 and May 2013) the
data/information obtained
from 14 offices’ with records
of the concerned DSRs. It
revealed that 2,961 shops/bus
stands/ATMs/bank premises
were leased out from 1975
to 2011-12 on year to year
basis and for one to thirty
years out of which 2,441
lease  agreements  were
not registered as on March
2013. As these leases were
granted for one to thirty
years, their registration was
compulsory. Thus, due to
absence of a mechanism for
inter-departmental exchange
of data/information, these
lease deeds remained
unregistered. This resulted in
non-levy of Stamp duty and

Lease period

Rate of stamp duty

Where the lease purports to be for a
term of not less than one year but not

The same duty as a bond for the amount of value of the
average annual rent reserved.

more than five years.

Rate of stamp duty for bond

For every Y 500 or part thereof
where it exceeds ¥ 1,000 and
does not exceed X 5,000.

% 12.00

Where it exceeds ¥ 5,000 but
does not exceed T 50,000

2.5 per cent of the
value of instrument

Where it exceeds T 50,000

3 per cent of the
value of instrument

Where the lease purports to be for a

The same duty as conveyance

(4 per cent) for a

term exceeding five years but not
exceeding ten years.

Where the lease purports to be for a
term exceeding ten years but not
exceeding twenty years.

Where the lease purports to be for a
term exceeding twenty years but not
exceeding thirty years.

consideration or market value equal to one and a half
times of the average annual rent reserved.

The same duty as conveyance (4 per cent) for a
consideration or market value equal to three times of the
average annual rent reserved.

The same duty as conveyance (4 per cent) for a
consideration or market value equal to five times of the
average annual rent reserved.

7 Agriculture Product Marketing Committees, Bokaro, Dhanbad, Lohardaga and Ranchi,

Anchal Adhikaris, Dhanbad, Godda and Jamshedpur, Nagar Parishads, Chaibasa, Gumla
and Hazaribag, Municipality, Jugsalai, Jamshedpur, Nagar Nigams, Dhanbad and Ranchi
and State Bank of India, Network-2, Local Head office, Patna.
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Registration fees of ¥ 74.56 lakh® including Registration fees of ¥ 31.37 lakh
on consideration value of ¥ 16.10 crore’.

After we reported the matter in June 2013, the Government stated (October
2013) that all the Deputy Commissioners cum District Registrars have been
requested to take action under Section 73 of the IS Act and also to furnish
reports on action taken thereon. Further reply has not been received
(December 2013).

We recommend that the Government may consider instituting a proper
mechanism for strengthening the imposition of the provisions under
Section 73 of IS Act for ensuring presentation of documents which
require compulsory registration to avoid leakage of revenue.

6.7.3.3 Non-execution/non-registration of lease deeds of residential

quarters leased out by the public sector undertaking

We obtained information

Under section 17(1) of the Registration Act,
leases of immovable property for any term
exceeding one year is to be compulsorily
registered if the value of the property exceeded

determined by the Government. Where the
lease purports to be for a term exceeding
twenty years but not exceeding thirty years
same Stamp duty as a conveyance (four per
cent) for a consideration or market value equal
to five time of amount or value of the average
annual rent is chargeable. Registration fees is

leviable at the rate of three per cent on the
We on which stamp duty is charged. /

(May 2013) from Heavy
Engineering Corporation
(HEC), Ranchi and cross
verified with records of

one hundred rupees. Stamp duty is chargeable | District Sub Registrar,
as per Schedule I-A of the IS Act and |Ranchi which revealed
Registration fees is leviable as per table of fees |that 6,764  residential

quarters were transferred
on lease for 30 years on
settlement amount  of
T 21.52 crore between
1995 and 2006. We further
observed that out of these
6,764  quarters, 4,050
quarters were transferred
in favour of the allottees
after execution of lease

agreements and 2,714 quarters were allotted on receipt of settlement amount
without execution of lease agreements. These leases remained unregistered
upto May 2013 due to absence of a mechanism for inter-departmental
exchange of information. Thus, non-execution/non-registration of lease

R in lakh)

SIL. Name of the office No. of Consideration Stamp Registration Total

No. cases value duty fees
Agriculture Product

1 Marketing Commitees 856 240.22 6.25 6.09 12.34

2 | Anchal Adhikaris 45 133.64 3.99 3.64 7.63

3 | Municipality, Jugsalai 3 74.00 0.03 0.02 0.05

4 | Nagar Parishads 257 54.89 1.98 1.40 3.38

5 | Nagar Nigams 1,139 875.05 24.00 13.25 37.25

6 | State Bank of India 141 232.02 6.94 6.97 13.91

Total 2,441 1,609.81 43.19 31.37 74.56

®  Consideration value was worked out on the basis of average annual rent paid by the lessee

under Article 35 of Schedule I-A of the IS Act.

86



Chapter - VI: Other Tax Receipts

agreements resulted in non-levy of Stamp duty and Registration fees of X 1.51
crore'’ including Registration fees of ¥ 64.58 lakh.

After we reported the matter in June 2013, the Government accepted our
observation and stated (August 2013) that the Managing Director, HEC,
Ranchi had been requested (July 2013) for suitable action for ensuring
execution and registration of lease documents. Further reply has not been
received (December 2013).

6.7.3.4 Non-registration of lease deeds of land leased for

commercial purpose by public sector undertaking

We obtained information (May 2013) from Heavy Engineering Corporation,
Ranchi and cross verified with records of DSR, Ranchi which revealed that
295.88 acres land was leased out to 26 lessees'' between 1966 and 2008 of
which 15 leases'? had expired and one lease agreement pertaining to
Jharkhand State Cricket Association (Stadium) was registered in the office of
the DSR, Ranchi. The remaining 10 lessees” involving 77.48 acres land was
leased out on settlement amount of X 61.17 lakh between 1986 and 2004.
These leases were not registered as on May 2013. Thus, due to
non-registration of lease deeds resulted in non-levy of Stamp duty and
Registration fees of T 4.28 lakh'* including Registration fees of ¥ 1.83 lakh.

10

(R in lakh)
Name of the public sector No. of Consideration Stamp duty @ 4% on Registration fees @ 3 Total
undertaking cases value consideration value % on consideration
value
Heavy Engineering 6.764 2,152.41 86.09 64.58 150.67
Corporation, Ranchi

"' Airtel, Sector III, All India Women Conf., Sector II, Arya Samaj, Dhurwa, Bangiya

Sanskritik Parishad School, Sector II, Bharat Petrol Corporation Limited Petrol Pump,
Sector II, Bharat Petrol Corporation Limited Petrol Pump, Sector III, HEC Employees
Millat Samiti, Sector I1I, Indian Oil Corporation Petrol Pump, Sector II, Indian Oil
Corporation Petrol Pump, Bypass road, Jharkhand State Cricket Association (Stadium),
Dhurwa, Malyali Association, Sector 11, Marthama Church, Sector I1I, Maharana Pratap
Shikshan Sansthan, Sector 9, MDEP, Sector III, Nehru Smriti Sansthan, Sector 9, NIFFT,
Hatia, Parish Priest Catholic Mission, Sector II, Ramkrishna Sewa Sangh, Sector II, R&D
Sail, Bhusur, Reliance Ind., Sector II, Reliance infocomm, Sector III, Sardar Patel Club,
Sector 11, Shishu Vikas Mandir Samity, Sector 9, Swami Sahjanand Saraswati Samiti,
Sector 11, YMCA, Sector Il and Yogada Sakha Math and Ashram, Jagannathpur.

All India Women Conf., Sector II, Arya Samaj, Dhurwa, Bangiya Sanskritik Parishad
School, Sector II, HEC Employees Millat Samiti, Sector III, Maharana Pratap Shikshan
Sansthan, Sector 9, NIFFT, Hatia, Sardar Patel Club, Sector II, Shishu Vikas Mandir
Samity, Sector 9, Swami Sahjanand Saraswati Samiti, Sector 1T, YMCA, Sector 1T and
Yogada Sakha Math and Ashram, Jagannathpur.

Airtel, Sector 111, Bharat Petrol Corporation Limited Petrol Pump, Sector 11, Bharat Petrol
Corporation Limited Petrol Pump, Sector III, Indian Oil Corporation Petrol Pump, Sector
II, Indian Oil Corporation Petrol Pump, Bypass road, Malyali Association, Sector II,
Marthama Church, Sector III, Reliance Ind Petrol Pump, Sector II, Reliance Infocomm,
Sector TIT and R & D SAIL, Bhusur.

12

R in lakh)
Name of the public sector No. of Total area Consideration Stamp duty Registration fees Total
undertaking lessees leased out value @ 4% @ 3%
H Engi i
cavy BRSIneering 10 77.48 61.17 245 1.83 428
Corporation, Ranchi
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After we reported the matter in June 2013, the Government accepted our
observation and stated (August 2013) that the Managing Director, HEC,
Ranchi had been requested (July 2013) for suitable action for ensuring
execution and registration of lease documents. Further reply has not been

received (December 2013).

6.7.4

of Development Agreements

Under the provisions of Article 5 (C) of IS Act,
agreements are registered on Stamp duty of
¥ 1.60 and Registration fee is levied according
to the table of fees. Section 2 (10) of the IS Act,
provides that ‘conveyance’ includes
conveyance on sale and every instrument by
which property whether movable/immovable is
transferred inter vivos and which is not
otherwise specifically provided for by schedule
I-A of the Act. Section 54 of the Transfer of
Property Act, 1882 defines “sale” as transfer ot
ownership in exchange for a price paid or
promised or part paid or part promised. The
classification of an instrument depends upon
the nature of the transaction recorded therein.
Under the provisions of the IS Act and the
Registration Act, read with rules contained in
the Bihar Stamp (Prevention of undervaluation
of instruments) Rules, an instrument of deed of
conveyance is chargeable to duty and fees on
the consideration money expressed in the
instrument or value arrived at according to rates
approved in the minimum estimated value of
respective district, whichever is higher. Further,
under the provisions of Rule 12 (4) (a) (iv) of
Bihar Stamp (Prevention of undervaluation of
instruments) Rules, 1995 while arriving at the
final market value of the land, the use of land

Short levy of Stamp duty and Registration fees in respect

The Department
intimated in February
2013 that there 1is
no separate provision
for levy of Stamp
duty and Registration
fees on Development
Agreements in
Jharkhand. We test
checked (May 2013)
Book-I, Fee Books,
Valuation Registers and
computerised data of
five” DSR  offices
selected for the purpose
of development
agreements and found
that 21 development
agreements were
registered in  these
offices during the period
from 2007-08 to 2011-
12. Of which Stamp
duty and Registration
fees was levied at the
rates  applicable  for
conveyance deeds in 20
cases and Stamp duty of
% 50 was levied in one

simple agreement. We

@culture purposes shall be considered. /
found that Stamp Duty

and Registration Fee was correctly levied in 17 cases. Scrutiny of remaining
four documents revealed that owners of land authorised the developers to take
possession of the land with right to construct, develop and deal with the land
in accordance with the terms and conditions of the agreements. In exchange of
the consideration to be received, the owners of land were entitled to a part of
the developed land. The developers were entitled to dispose off their shares of
developed land in such a manner as they deemed fit without requiring any
consent from the owners. Thus, in absence of specific provision for levy of

15

Bokaro, Dhanbad, Jamshedpur, Hazaribag and Ranchi.
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Stamp duty and Registration fees on development agreements these
documents were required to be registered as conveyance deeds at a
consideration arrived at by applying the market value of the land for
residential purpose in accordance with the Bihar Stamp (Prevention of
undervaluation of instruments) Rules, 1995.

However, we found that three documents were registered on incorrect
consideration value, i.e., on advance payments made by developers to the
owners of land while remaining one document was misclassified as a simple
agreement instead of a conveyance deed. The department levied Stamp duty
and Registration fee of ¥ 12,535 on advances of simple agreements of I 2.48
lakh instead of ¥ 17.09 lakh on consideration value of I 3.42 crore. This
resulted in short levy of Stamp duty and Registration fee of ¥ 16.96 lakh'®
including Registration fees of X 3.39 lakh.

After we reported the matter in June 2013, the Government stated (August
2013) that proposal for amendment in Schedule I A of the IS Act for inclusion
of provisions for Development Agreement was under process. Further reply
has not been received (December 2013).

We recommend that the Government may consider formulating
provisions for Development Agreements to prevent misclassification of
documents and ensure uniformity in levy of Stamp duty and Registration
fees to stop leakage of revenue.

16

District | No. | Consideration | Consideration| Stamp |Registration| Stamp |Registration Short Levy
of |value charged| value on Duty Fees Duty | Feeslevied | Stamp |Registration| Total
cases| by office which duty | leviable leviable levied ®) Duty Fees (4]
®) and fees was | @ 4% @ 3% ® (&3] ®
to be charged ® ®
&)
Bokaro 1 0 14,55,773 58,231 14,558 50 0 58,181 14,558 72,739
Dhanbad | 3 2,48,000 |3,27,21,980 |13,08,879| 3,27,220 | 10,005 2,480 |12,98,874] 3,24,740 | 16,23,614
Total 4 2,48,000 | 3,41,77,753 |13,67,110| 3,41,778 | 10,055 2,480 [13,57,055| 3,39,298 | 16,96,353

&9
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B. TAXES AND DUTIES ON ELECTRICITY

6.8 Tax administration

The Commercial Taxes Department is responsible for levy and collection of
Electricity Duty under the provisions of the Bihar Electricity Duty Act, 1948
(BED Act.) and Rules framed thereunder (adopted by the Government of
Jharkhand). The Secretary-cum-Commissioner of Commercial Taxes, assisted
by an Additional Commissioner, three Joint Commissioners of Commercial
Taxes (JCCT) three Deputy Commissioners of Commercial Taxes (DCCT)
and two Assistant Commissioners of Commercial Taxes (ACCT), is
responsible for administration of the Act and Rules in the Department. The
State is divided into five Commercial Taxes Divisions'’ each under the charge
of a JCCT (Admn.) and 28 circles, each under the charge of a DCCT/ACCT of
the circle. The DCCT/ACCT assisted by Commercial Taxes Officers, is
responsible for levy and collection of Electricity Duty.

6.9 Impact of Audit

6.9.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out cases of non/short
levy of electricity duty and/or surcharge with revenue implication of ¥ 10.56
crore in seven paragraphs. Of which the Department/Government accepted our
observation of X 2.04 crore. However, the Department/Government did not
intimate recovery against these paragraphs. Details are mentioned below:

No. of Amount Accepted recoverable | Amount recovered upto
paragraph objected amount 2012-13 out of Col. 4
2007-08 1 1.67 NIL NIL
2008-09 2 6.20 NIL NIL
2009-10 1 0.22 NIL NIL
2010-11 1 0.48 0.48 NIL
2

2011-12

1.99

1.56

NIL

Total | 7 | 1056 | 2.04 | NIL

From the above it could be seen that the Department has not effected any
recovery during the period between 2008-09 to 2011-12.

We recommend that the Government may instruct the Department to
initiate action to recover non-realisation, under-charge of duty, etc. as
pointed out by us, more so in those cases where it has accepted our
contention.

6.9.2 Status of compliance to outstanding Inspection Reports

(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we pointed out cases of non/short levy
of electricity duty and/or surcharge etc., with revenue implication of I 16.83
crore in 27 cases. Of which the Department/Government accepted audit
observations in five cases involving X 2.47 crore but the recovery was not

7" Dhanbad, Hazaribag, Jamshedpur, Ranchi and Santhal Pargana.
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intimated by the Department/Government. The details are shown in the
following table:

X in crore

Amount objected Amount accepted Amount recovered during

1 2 3 4 5
2007-08 1 1.67 NIL NIL NIL
2008-09 8 6.23 NIL NIL NIL
2009-10 4 1.58 NIL NIL NIL
2010-11 4 0.63 1 0.48 NIL
2011-12 10 6.72 4 1.99 NIL

(9]

Total | 27 | 1683 | | 247 | NIL

6.9.3 Status of compliance to Inspection Reports (2012-13)

Our test check of the records relating to Electricity Duty in 2012-13 revealed
non/short levy of duty/tax and computation mistake involving X 249.95 crore

in two cases as mentioned below:
R in crore)

Categories ‘ No. of cases ‘ Amount

“Levy and collection of Electricity Duty in
Jharkhand” — A review
2 | Mistake in computation 1 0.07

1 249.88

The Department accepted our observation worth X 247.72 crore.

In this chapter, we present a review of “Levy and collection of Electricity
Duty in Jharkhand” and a paragraph having recoverable financial
implication of ¥ 249.95 crore. These are discussed in the following
paragraphs.

91



Audit Report on Revenue Sector for the year ended 31 March 2013

6.10 Levy and Collection of Electricity Duty in Jharkhand

Highlights

e There is no system in place for internal audit and cross-verification of
transaction of electrical energy.
(Paragraph 6.10.9)

e Inspection fee amounting to I 3.42 crore was not realised by the Chief
Electrical Inspector from 924 industries/units pertaining to the periods
between 2008-09 and 2012-13.

(Paragraph 6.10.10.1)

e There was short levy of electricity duty amounting to X 15.80 crore
including penalty of X 13.10 crore during the period between 1996-97 and
2008-09 from 16 assessees in four Commercial Taxes Circles due to
application of incorrect rates.

(Paragraph 6.10.12)

e Allowance of incorrect exemption to an assessee during the period
between 2003-04 and 2012-13 resulting in underassessment of electricity
duty of ¥ 55.43 crore including mandatory penalty of X 43.33 crore.

(Paragraphs 6.10.15.1 & 6.10.15.2)

e Cross-verification of data of the Jharkhand State Energy Regulatory
Commission pertaining to the period 2007-08 with the returns furnished by
the Jharkhand State Electricity Board led to detection of suppression of
912.46 million units of electrical energy which resulted in non-levy of
electricity duty and surcharge of X 8.01 crore besides mandatory penalty of
% 22.62 crore.

(Paragraph 6.10.16.1)

e Cross-verification of data of fitness certificate issued to diesel generating
sets by the Chief Electrical Inspector to industries and other business
establishments led to detection of 804 unregistered assesses of which 48
found registered after due date and consequent non-levy of penalty of
% 6.60 crore.

(Paragraph 6.10.18)
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6.10.1 Introduction

The levy and collection of Electricity Duty in Jharkhand is governed by the
Bihar Electricity Duty Act, 1948 (Bihar Act 36 of 1948) and Bihar Electricity
Duty (BED) Rules, 1949, as adopted by the Government of Jharkhand
(15 November 2000). According to the provision of the Act/Rules the
Commercial Taxes Department of the Government of Jharkhand has been
assigned (October 1948) with the enforcement of the Act and collection of
electricity duty (ED) from the seller and consumers on the units of the energy
consumed or sold, excluding losses of energy in transmission and
transformation, at rate(s) specified in the Schedule of the Act.

The Act provided for all the licensees, including Jharkhand State Electricity
Board (JSEB), to collect ED from the consumers comprising industrial units,
mines and other commercial consumers in the State. Subsequent to the
amendment in Section 4 of the Act of 1948, by JED (Amendment) Act 2011
(October 2011), the industrial units, mines and other commercial consumers
were liable to pay the duty directly to the Commercial Taxes Department by
getting themselves registered in the concerned Commercial Taxes Circles.
However, the said amendment was declared ultra vires'® by Hon’ble
Jharkhand High Court in April 2012. Hence, the status of licensees to collect
ED from consumers remained unchanged.

In June 2012, the BED Rules 1949 were also amended by Jharkhand
Electricity Duty (Amendment) Rules 2012 (JED Rules) incorporating new
rules regarding submission of returns, payment of duty, assessment and self
assessment besides defining Bulk Supply of energy, High Tension Voltage
Supply Services and e-payment of duty.

Duty is also leviable on generation of electricity and its consumption through
Captive Power Plants and diesel/petrol/kerosene generating (DG) sets by
industrial units and by a person or association of persons or any co-operative
society for own use and for its members. The Chief Electrical Inspector (CEI),
Energy Department, Jharkhand is responsible, under the Indian Electricity Act,
1956 and rules made thereunder, for granting annual fitness certificate to the
electrical installations/DG sets on payment of prescribed annual fees for the

purpose.

6.10.2  Scope of audit

The review of “Levy and Collection of Electricity Duty in Jharkhand”
covering the period from 2008-09 to 2012-13 was conducted between January
and June 2013. Thirteen circles”, out of 28 circles, were selected by the
method of random sampling on the basis of revenue generated by each circle
categorising them into high, medium and low risk®. Further, on the request of
the Commercial Taxes Department, one more circle (Adityapur) was also
included in the sample selection. Besides, we also collected data/information

" In the case of M/s Anjani Ferro Alloys Vrs. State of Jharkhand and others (WP (T)
No. 2890 of 2011).

Bokaro, Dhanbad, Deoghar, Giridih, Hazaribag, Jamshedpur, Jamshedpur Urban, Jharia,
Katras, Ramgarh, Ranchi South, Ranchi West and Tenughat.

High risk- Annual revenue above I 15 crore, Medium risk- Annual revenue between
¥ 2 crore and X 15 crore and Low risk- Annual revenue below X 2 crore.

19

20
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from the office of the Chief Electrical Inspector (CEI), Ranchi regarding
fitness certificates issued for electrical installations especially in respect of
captive power generation/DG sets and Damodar Valley Corporation (DVC),
Kolkata regarding electrical energy sold to the bulk purchaser/consumers in
the State during the period from 2004-05 to 2012-13 and we cross-verified the
data with the records of respective Commercial Taxes Circles.

6.10.3  Organisational Set-up

The Secretary-cum-Commissioner of Commercial Taxes (CCT) is responsible
for administration of the BED Act and collection of electricity duty. He is
assisted by Additional Commissioner and Joint Commissioners of Commercial
Taxes, Joint Commissioners of Commercial Taxes (JCCT) of Bureau of
Investigation (IB), Vigilance and Monitoring, along with other
Deputy/Assistant Commissioners of Commercial Taxes (DCCT/ACCT). The
DCCT (Hgrs.) 1s the co-ordinator for the computerisation of the Commercial
Taxes Department (CTD).

The State is divided into five Commercial Taxes Divisionsﬂ, each under the
charge of a Joint Commissioner (Administration) and 28 circles® each under
the charge of a DCCT/ACCT of the circle, responsible for levy and collection
of ED due to the Government. DCCTs/ACCTs are assisted by Commercial
Taxes Officers (CTOs). A Deputy Commissioner of 1B is posted in each
division to assist the JCCT (Administration) and a DCCT (Vigilance and
Monitoring) is posted under the control of Headquarters in each division.

The Secretary, Department of Energy is responsible for administration of the
Electrical Inspectorate who is responsible for granting annual fitness
certificate to the electrical installations/DG sets on payment of prescribed
annual fees for the purpose. The Electrical Inspectorate is headed by the Chief
Electrical Inspector who is assisted by a Senior Electrical Inspector, one
Electrical Inspector, three Assistant Electrical Inspectors and three Junior
Electrical Inspectors.

6.10.4  Audit objectives
The objectives of the review were to assess whether:

e the system of levy and collection of electricity duty in the State was
effective and efficient;

e the criteria prescribed for grant of exemption from payment of electricity
duty is strictly adhered to; and

an adequate internal control mechanism existed to ensure proper
realisation of electricity duty.

2l Dhanbad, Dumka, Jamshedpur, Hazaribag and Ranchi.

2 Adityapur, Bokaro, Chaibasa, Chirkunda, Deoghar, Dhanbad, Dhanbad Urban, Dumbka,
Giridih, Godda, Gumla, Hazaribag, Jamshedpur, Jamshedpur Urban, Jharia (Sindri),
Katras, Koderma, Lohardaga, Pakur, Palamu, Ramgarh, Ranchi East, Ranchi South,
Ranchi Special, Ranchi West, Sahebganj, Singhbhum and Tenughat.
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6.10.5 Audit Criteria

The review was conducted with reference to the provisions made under the
following Acts/Rules:

e Bihar Electricity Duty Act, 1948 (BED Act) and Bihar Electricity Duty
Rules, 1949 (BED Rules) as adopted by the Government of Jharkhand;

e Jharkhand Electricity Duty Amendment Rules, 2012;
e The Electricity Act, 2003;
e Indian Electricity Rules, 1956 and 2005; and

e Executive and departmental orders issued from time to time.

6.10.6 Acknowledgement

We acknowledge the co-operation of the Commercial Taxes Department in
providing necessary information and records to us. We held an entry
conference on 8 March 2013 with the Secretary-cum-Commissioner,
Commercial Taxes Department, Government of Jharkhand in which the audit
objective, scope of audit and its methodology was discussed in detail. The
draft review was forwarded to the Department/Government in July 2013. The
exit conference was held on 16 September 2013 with the Additional
Commissioner of Commercial Taxes and Chief Electrical Inspector,
Department of Energy, Government of Jharkhand in which the findings,
conclusion and recommendations of the review were discussed. Views of the
Government/Departments have been suitably incorporated in the Report.

6.10.7 Trend of revenue

The revised budget estimates (RE) and actual receipts from Taxes and Duties
on Electricity along with the total tax receipts during the period 2008-09 to
2012-13 are exhibited in the following table and chart:

< in crore

Revised Actual Variation Percentage Total tax Percentage of

estimates receipts excess (+)/ of receipts of actual receipts

shortfall (-) variation the State vis-a-vis total

tax receipts

2008-09 74.00 43.47 | (-)30.53 (-)41.26 | 3.753.21 1.16
2009-10 52.49 46.87 (-) 5.62 (-) 10.71 | 4,500.12 1.04
2010-11 53.56 53.50 (-) 0.06 (-)0.11 | 5.716.63 0.94
2011-12 | 100.00 | 72.76 | (92724 | (-)27.24| 6,953.89 1.05
2012-13 | 142.00 110.72 | (-)31.28 (-)22.03 | 8,223.67 1.35

Source: Finance Accounts and revised estimates as per Statement of Revenue & Receipts and Finance
Accounts of the Government of Jharkhand.
From the above it could be seen that though the actual receipts increased from
T 43.47 crore in 2008-09 to ¥ 110.72 in 2012-13 i.e. it increased by 155
per cent, but the percentage of actual receipts vis-a-vis total tax receipts
remained almost static i.e. it ranged between 0.94 and 1.35 per cent only.

In 2012-13, the collection of Taxes and Duties on Electricity increased by
52.17 per cent over the previous year. However, revenue collection during
2012-13 was 22.03 per cent less than the revised estimate.
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6.10.8 Arrears of revenue

The position of arrears of revenue for the periods between 2008-09 and
2012-13 was not furnished by the test checked circles and the Commercial
Taxes Department though called for (between February and June 2013).

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) in the exit conference that
arrears of revenue is maintained circle-wise and not head-wise (revenue).
Further, it was stated that instructions are being issued to the circles to compile
and furnish assessee-wise arrears of revenue for ED. Further reply has not
been received (December 2013).

Audit findings
System Deficiencies

6.10.9 Internal Control Mechanism

Internal controls are intended to provide reasonable assurance of proper
enforcement of laws, rules and departmental instructions. They help in
prevention of frauds and other irregularities. Internal controls also help in the
creation of reliable financial and management information systems for prompt
and efficient service and adequate safeguards against evasion of Government
revenue.

We scrutinised the internal control mechanism of the Commercial Taxes
Department regarding levy and collection of electricity duty and noticed the
following:

6.10.9.1 Internal Audit Wing

Internal audit is defined as the control of all controls as it is a means to ensure
that the prescribed systems were functioning reasonably well. We observed
(June 2013) that no internal audit wing existed in the Department for the
purpose of ED. However, Finance Department acts as internal auditor of
the Commercial Taxes Department.

It was noticed that no internal audit of assessments under the BED Act had
been conducted in the Commercial Taxes Circles during the period between
2008-09 and 2012-13. Reasons though called for (June 2013), were not
furnished to us.

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference (September 2013) confirmed
that no internal audit was conducted in respect of ED assessments by the
Finance Department.

We recommend that the Government may consider ensuring periodical
audit either by the internal audit wing (Finance Department) or by the
Value Added Tax (VAT) Audit Wing of the Commercial Taxes
Department.
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6.10.9.2 Bureau of Investigation (IB)

We noticed (June 2013) that no provision existed in the BED Act, 1948 for
creation of IB for the purpose of ED. The Department neither created separate
IB wing for the purpose of levy and collection of ED nor assigned any work
relating to ED to the existing IB wing.

We called (May 2013) for the information regarding assignment of work/work
done by the IB and reports and returns furnished by them to CCT during the
period 2008-09 to 2012-13, but no information was furnished to us. However,
in order to ascertain any leakage of revenue under the Act, we conducted
cross-verification of data collected from the offices of Damodar Valley
Corporation (DVC) Headquarters, Kolkata and CEI, Jharkhand, Ranchi with
the records of the Commercial Taxes Department (CTD). Irregularities/
deficiencies noticed therein have been discussed in paragraph number 6.10.17
of this report.

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) in the exit conference that
though IB has not been instructed to undertake works related to ED yet they
have not been restricted either. The reply was not in order as we had called for
(May 2013) the information regarding role and work done by IB with respect
to ED but no information has been furnished to us till December 2013.

We recommend that the Government may consider assigning role to IB,
specifically for the purpose of levy and collection of electricity duty in the
State and creation of a database for cross-verification of transactions of
electrical energy with other department(s).

6.10.9.3 Non-monitoring of reports and returns

We called for (between May
and June 2013) the
data/information  from the
office of the CCT regarding
number of registered assessees
alongwith date of liability,
position  of  assessments
finalised, inspections/survey
carried out by the circles, for
the period between 2008-09 and 2012-13, but no information has been
provided to us as of June 2013.

@ o provision existed in the BED Rule}
1949 and JED (Amendment) Rules 2012
for submission of reports and returns to the
higher authorities. The Department also did
not prepare any Manual prescribing
submission of report and returns for proper

Qonitoring of the administration of the A(D

In the absence of any prescribed system for submission of reports and returns
to the higher authorities, there was no monitoring at the apex level with
regards to registration, assessment, inspections and surveys, affixation of seal
to meters maintained for recording generation, distribution and sale of
electrical energy etc.

We reported the matter to the Department/Government in July 2013. The
Department/Government confirmed (September 2013) in the exit conference
that no periodical report/returns are prescribed/and being furnished to the apex
level. However, it was stated that the revenue collection from all the heads of
revenue are analysed in the monthly meetings only.
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The Government may consider prescribing periodic reports/returns from
the circle level to the CCT containing information regarding levy and
collection of ED to enable effective monitoring at the apex level.

6.10.9.4 Human resource management

The Commercial Taxes
Department administers Value
Added Tax, Central Sales Tax,
Entertainment Tax, Entry Tax,
Luxury Tax and Duties and
Taxes on sale/consumption of
Electricity etc. However, no manpower is deployed separately for the
administration of levy and collection of different taxes as mentioned above.

Administration and collection of revenue
largely depend on availability of
adequate number of all categories of staff
in the department and their efficient
management.

In order to analyse the human resource management, we called for (between
May and July 2013) the circle-wise position of sanctioned strength and men in
position vis-a-vis number of assessees/dealers registered under different heads
of revenue for the period between 2008-09 and 2012-13. From the data
furnished by the Department we noticed that:

e As on 31 March 2013, against the sanctioned strength of 207 officers™,
only 137 officers are posted in the 28 circles situated in the State. Thus,
there was shortage of 70 officers. Data regarding other staff was not
furnished to us though called for.

e The sanctioned strength and men-in-position in the test checked 14 circles
as on March 2013 was as under:

Name of the circle Sanctioned strength Men-in-position Shortage
Officers Officers Officers
1 Ranchi West 11 20 7 20 4 0
2 | Ranchi South 11 NF 7 NF 4 -
3 | Jamshedpur Urban 10 NF 10 NF 0 -
4 | Jamshedpur 11 39 8 21 3 18
5 | Adityapur 9 31 6 19 3 12
6 | Dhanbad 7 36 5 18 2 18
7 | Bokaro 10 39 9 11 1 28
8 | Katras 6 26 2 14 4 12
9 | Jharia 6 40 3 21 3 19
10 | Hazaribag 8 NF 6 NF 2 -
11 | Ramgarh 8 NF 7 NF 1 -
12 | Tenughat 6 23 3 10 3 13
13 | Giridih 6 30 4 14 2 16
5 3

14 | Deoghar 8 25 17 8
117 309 82 165 35 144

Source: Information furnished by the concerned circles.

NEF: Not furnished.
From the above it could be seen that there was significant shortage of officers
(30 per cent) and other supporting staff (47 per cent) in the test checked
circles.

*  Deputy Commissioner of Commercial Taxes, Assistant Commissioner of Commercial
Taxes and Commercial Taxes Officer.
2 Others: Head Clerk, Statistician, Stenographer, Clerk, Driver and Peon.
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Keeping in view the administration of VAT, CST and other heads by the
Commercial Taxes Department, shortage of staff might have adversely
affected the administration of ED in the State.

We reported the matter to the Department/Government in July 2013. The
Department/Government accepted (September 2013) our observation of
shortage of manpower against sanctioned strength and stated that limited
human resources are being utilised to achieve target of collection. However,
the Department remained silent on corrective measures being taken in this
regard.

We recommend that the Government may consider deployment of
manpower in accordance with the sanctioned strength for effective
administration of the Act.

Compliance deficiencies
Department of Energy

According to the Rule 27 of the Indian Electricity Rules, 1956, no connection,
for supply of electrical energy, shall be made until the consumer’s installation
has been inspected and tested by the licensee and found satisfactory. Further,
the rules ibid provides for levy of fees for periodical testing and inspections
and generally for the services of the Electrical Inspector(s) under the Act and
the Rules, from the persons and in accordance with the scales specified in the
schedule.

Further, according to Rule 46 (1) (a) and (2) (b) of the Indian Electricity
Rules, 1956, where an installation is already connected to the supply system of
the supplier, every such installation shall be periodically inspected and tested
at intervals not exceeding five years either by the Inspector or by the supplier
as may be directed by the State Government. However, in Jharkhand, the
inspection fee is charged from the establishments annually. It is thus implied
that inspections of electric installations should be carried out annually.
Further, in the event of the failure of any consumer to pay the fees on or
before the date specified in the fee-notice, supply to the installation of such
consumer shall be liable to be disconnected under the direction of the
Inspector. Such disconnections, however, shall not be made by the supplier
without giving seven days notice in writing to the consumer of his intention to
do so.

The year-wise number of units, liable for inspection and inspections carried
out during the period from 2008-09 to 2012-13 was as under:

Total number of Number of units inspected Shortfall
units
2008-09 992 405 587
2009-10 1208 417 791
2010-11 1302 547 755
2011-12 1383 472 911
2012-13 1481 395 1086

Source: Information furnished by O/o the Chief Electrical Inspector, Jharkhand.
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From the above it could be seen that there were significant shortfalls between
the units liable for inspection to the units inspected during the above periods.

The reason for shortfall was attributed to non-fixation of target for inspection.

6.10.10 Non-realisation of inspection fee

@ording to Rule 53 read with Rule%
(2)(b) of the Indian Electricity Rules, 1956

the cost of first inspection and testing of a
consumer’s installation carried out in
pursuance of the Rule 47 (guiding the testing
of consumer’s installation) shall be borne by
the supplier and the cost of every subsequent
inspection and testing shall be borne by the
consumer. Further, in the event of the failure
of any consumer to pay the fees on or before
the date specified in the fee-notice, supply to
the installation of such consumer shall be

6.10.10.1 We noticed
(June 2013) from the
Demand, Collection and
Balance (DCB) Register
of the CEI that annual
inspection fees of the
industries/ consumers
amounting to I 3.42 crore,
pertaining to the period
between  2008-09 and
2012-13, was outstanding
for collection from 924
industries/units. The
district wise details are as
under:

liable to be disconnected under the direction
we Inspector. /

SI. No.

Period to which the arrears
relates (between)

Number of
industry/units

District

Arrears as on 31 March ‘

2013 & in lakh)

1 Singhbhum 457 192.43 2008-09 and 2012-13
2 Ranchi 119 24.78 2009-10 and 2012-13
3 Giridih 53 20.91 2010-11 and 2012-13
4 Hazaribag 87 28.98 2009-10 and 2012-13
5 Bokaro 25 26.42 2009-10 and 2012-13
6 Koderma 14 442 2010-11 and 2012-13
7 | Sahebganj 1 0.21 2012-13

8 Pakur 2 0.37 2011-12 and 2012-13
9 Latehar 5 1.51 2011-12 and 2012-13
10 | Jamtara 5 1.32 2010-11 and 2012-13
11 | Dumka 5 1.36 2011-12 and 2012-13
12 | Deoghar 24 5.69 2010-11 and 2012-13
13 | Dhanbad 127 33.13 2010-11 and 2012-13

Total | 924 | 341.53 |

We further noticed that the bills for inspection were raised but the amount
remained unrealised as of June 2013.

We reported the matter to the Department/Government in July 2013. The
Department/Government accepted (September 2013) our observation in the
exit conference and stated that despite acute shortage of staff, action is being
taken for realisation of the dues. It was further stated that till date recovery of
¥ 95.53 lakh pertaining to 158 units have been made and target has been fixed
to realise the entire amount by March 2014. Further reply has not been
received (December 2013).

6.10.10.2 Non-raising of demand of inspection fee

We also noticed from the DCB Register that in case of 74 industries/units,
bills for the period between 2011-12 and 2012-13 were not prepared. Reasons
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for non-raising of demand were not on record. In absence of the inspection
reports the amount involved could not be quantified.

We reported the matter to the Department/Government in July 2013. The
Department/Government stated (September 2013) in the exit conference that
bills have not been raised due to 19 industries/units reportedly being closed or
under the jurisdiction of Central Energy Authority (CEA)/ownership of the
industry has changed. However, the Department did not furnish any details of
these 19 industries/units. While in other 55 cases it was stated that bills have
been raised between June and September 2013, but the Department was silent
about the realisation against the bills raised. Further reply has not been
received (December 2013).

Commercial Taxes Department

6.10.11 Incomplete assessments

ﬂe BED Act, 1948 and the BED Rules, 19&
did not provide for a time limit for finalisation of
assessment. However, Rule 12 (as amended) of | . .moended Rules, no
the Jharkhand Electricity Duty (Amendment) | ..o about steps to
Rules 2012, put into force with effect from 18 | o iiken in old un-
June 2012 provides for finalisation of the | .. ccod cases was made
assessment within 18 months of filing of the | ihor in the amended
Annual Return to be furnished by the end of the | | oo of through any

@nth of September, after the expiry of the yey executive instruction of
the department.

We observed that while
time frame for
assessment was fixed in

We called for (between January and May 2013) the data/information regarding
circle-wise registered asessees, their date of liability and position of
assessment as on 31 March 2013 from the 14 test checked circles. Of these,
only eight circles” provided us the data and that too was incomplete. It was
noticed from the data/information furnished by the eight Commercial Taxes
Circles that out of 184 dealers registered in the circles, in the cases of 29
assessees, the date of liability/registration was not furnished to us. We
observed that as on 31 May 2013, 670 cases were pending finalisation for
assessments pertaining to the periods between 1995-96 and 2011-12.

Further, in Ramgarh and Tenughat Commercial Taxes Circles, in two cases,
assessments for the periods 2002-03 and 2005-06 respectively, were not
finalised but the assessments for later periods were finalised. Assessment
records of the periods prior to 2002-03 of the assessee in Ramgarh Circle were
not produced to us and the assessment of Jharkhand State Electricity Board,
registered in Ranchi South Commercial Taxes Circle, remained unfinalised
since 2004-05.

The age-wise analysis of pendency of unassessed cases was as mentioned in
the following table:

% Bokaro, Deoghar, Giridih, Hazaribag, Jharia, Ramgarh, Ranchi South and Ranchi West.

101



Audit Report on Revenue Sector for the year ended 31 March 2013

Name of the Period

Circle 0-5 years 5-10 years 10-15 years | More than 15 years
Deoghar 98 90 88 34 310
Ramgarh 67 5 0 0 72
Ranchi South 18 9 0 0 27
Ranchi West 58 9 0 0 67
Bokaro 52 10 5 0 67
Jharia 62 10 0 0 72
Hazaribag 28 0 0 0 28
Giridih 23 4 0 0 27

Total | 406 | 137 | 93 | 34 | 670

We observed that there is no provision in the BED Act/Rules to maintain
Demand, Collection and Balance Registers against individual assessee of
electricity duty at the circle level. This resulted in irregular assessments of
assessees.

We observed that no separate target for collection of ED was set at the
Circle(s) level by the Department during 2008-09 to 2012-13.

We reported the matter to the Department/Government in July 2013. The
Department/Government accepted (September 2013) our observation in the
exit conference. Further, it was stated that the circles have been instructed
(September 2013) to complete all the assessments, upto the period of 2010-11,
before 31 October 2013.

6.10.12 Non/short levy of electricity duty/penalty

6.10.12.1 We
Under the provisions of the Bihar Electricity Duty\ noticed (between
Act, 1948, the rate of electricity duty for mining September 2012
purposes in all premises where the total load and June 2013)
exceeded 100 British Horse Power is 15 paise per from the

unit of energy sold or consumed. The duty on sale
of electrical energy for industrial and domestic
purposes is leviable at the rate of two paise and
eight paise per unit respectively. It has judicially
been held” that the process of mining comes to an
end only when the ore extracted from the mines is
washed, screened, dressed and then stacked at the
mining site. Further, under the provisions of
Section 5A (2) of Bihar Electricity Duty Act and
rules made thereunder, every assessee shall pay
electricity duty and surcharge due from him within
two calendar months of the month to which the
duty relates. In case of failure to pay duty and/or
surcharge within the due date, the prescribed
authority shall impose a penalty upto five per cent
but not less than two and half per cent for each of
the first three months or part thereof following the
due date and upto 10 per cent but not less than five
per cent for each subsequent month or part thereof.

e Chowgule & Co. Vrs Union of India (1981) 47 STC- 124
SC.

assessment records
in Hazaribag and

Tenughat
Commercial Taxes
Circles that two
assessees had filed
return and shown
consumption of
18.64 crore units of
electrical  energy
for washing of coal
during the period
between 2005-06
and 2008-09. The
assessing authority
also at the time of

finalising the
assessments
(between  March

2009 and February
2011) levied duty
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at the rate of two paise per unit treating the consumption as for industrial use.
However, as per the judicial pronouncement mentioned ibid, washing of coal
comes under the category of mining activities and hence, duty was leviable at
the rate of 15 paise per unit. This resulted in short levy of electricity duty of
T 2.42 crore (calculated at the differential rate of 13 paise per unit on 18.64
crore units). Besides minimum penalty of I 3.37 crore for non-payment of
duty was also leviable (Annexure-I).

Similar issue was pointed out in Paragraph Number 6.13 of the Report of the
Comptroller and Auditor General of India (Revenue Sector) for the year ended
31 March 2012. The Government/ Department while accepting the audit
observation had raised additional demands in the cases pointed out by us.
However, the irregularity still persisted.

6.10.12.2 We noticed (March 2013) in Hazaribag Commercial Taxes
Circle that an assessee during 2006-07 had filed return and shown
consumption of 4.53 crore units of electrical energy. Of which, consumption
of 1.31 crore units were shown used for washing of coal and 3.22 crore units
for domestic purposes. Thus, the ED leviable worked out to I 45.48 lakh.
However, the AA while finalising the assessment in March 2009 levied duty
of X 16.96 lakh by levying the duty at the rate of eight paise and two paise per
unit in case of washing of coal and domestic purposes respectively. Incorrect
application of rate of duty by the AA resulted in short levy of electricity duty
of X 28.52 lakh. Besides minimum penalty of X 27.81 lakh was also leviable
for non-payment of actual duty (Annexure-I1).

6.10.12.3 We noticed from the assessment records and monthly returns
furnished by five assessees registered in Ramgarh Commercial Taxes Circle
that the assessees had not paid any surcharge during the period between
2003-04 and 2007-08. Though the AAs while finalising the assessments
between August 2005 and June 2010 levied surcharge of ¥ 50.51 lakh (not
recovered till the date of audit) but did not levy the mandatory penalty for non-
payment of surcharge. Further, the AAs issued subsequent demand notices
between January 2009 and August 2012 for payment of surcharge already
levied but again did not levy the penalty for non-payment of surcharge. This
resulted in non-levy of penalty of X 1.41 crore (Annexure —III).

6.10.12.4 We noticed from the assessment records of two assessees
registered in Deoghar Commercial Taxes circle that the assessees in their
returns furnished for the period from 2004-05 to 2008-09 had shown
consumption of 1.77 crore units of electrical energy on which ¥ 7.07 lakh®
was payable as admitted duty and surcharge at the rate of 2 paise per unit.
However, it was noticed that the admitted tax was paid with delays ranging
between 14 days and 40 months & 17 days. The AA while finalising the
assessments (March 2009 to August 2009) did not levy penalty for delayed
payment of admitted tax resulting in non-levy of penalty of ¥ 6.06 lakh
(Annexure IV).

6.10.12.5 We noticed from the assessment case records of an assessee
registered in Ramgarh Commercial Taxes Circle that the assessee had filed
returns for consumption of 66.27 crore of electrical energy during the period

**ED and surcharge at the rate of 2 paise per unit each.
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between 2005-06 and 2010-11 and paid ED and surcharge of I 4.42 crore.
Though, the AA while finalising the assessments between August 2010 and
March 2012 levied duty and surcharge of ¥ 10.29 crore correctly but did not
levy penalty of I 6.48 crore for non-payment of duty and surcharge
(Annexure-V).

6.10.12.6 We noticed from the assessment records of five assessees
registered in Ramgarh Commercial Taxes Circle that the assessments for the
period between 1996-97 and 2007-08 were finalised between January 2007
and February 2009. As the assessees had not paid the surcharge during the
periods, the assessing authority levied surcharge and penalty for non-payment
of surcharge on due dates amounting to I 86.39 lakh which was outstanding
till May 2013. Though, the AAs issued reminders between August and
September 2012 for payment of outstanding surcharge and penalty but did not
levy penalty for non-payment of outstanding surcharge. However, we
calculated the penalty for non-payment of surcharge amounting to < 1.50 crore
(calculated from the date of revised assessment to the date of issue of reminder
for payment) (Annexure-VI).

We reported the matter to the Department/Government in July 2013. The
Department/Government, in the exit conference held in September 2013,
accepted our observation and stated that notices have been issued to the
assessees. Further reply has not been received (December 2013).

6.10.13 Non/short/delayed payment of -electricity

duty and

surcharge

In course of review we
According to Rule 9 of the BED Rules 1949, came across several
every assessee shall submit returns within two cases of non-

calendar months from the expiry of the month
to which the return relates. The returns shall be
verified in the manner indicated therein.
However, subsequent to the amendments made
in the BED Rules, 1949 (Jharkhand Electricity
Duty (Amendment) Rules, 2012), the above
provisions stands deleted w.e.f June 2012.
Further, under the provisions of the Section 5A
(2) of Bihar Electricity Duty Act and rules
made thereunder, every assessee shall pay
electricity duty and surcharge due from him
within two calendar months of the month to
which the duty relates. In case of failure to pay
duty and/or surcharge within the due date, the
prescribed authority shall impose a penalty
upto five per cent but not less than two and half
per cent for each of the first three months or
part thereof following the due date and upto 10

per cent but not less than five per cent for each
subsequent month or part thereof.

compliance  of  the
provisions of scrutiny
of returns resulting in
non/ short/ delayed
payment of duty and
surcharge of I 5.26
crore besides leviable
penalty of X 11 crore

involved in 12
assessees registered in
three Commercial

Taxes Circles as shown
in the following table:
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(X in crore)

Name of Period Leviable Duty and Balance ED Nature of irregularity
the circle duty and surcharge & surcharge
Number surcharge | paid/levied pavable
of Leviable penalty Penalty
assessees Penalty paid/levied payable

We noticed that two assessees engaged in washing
of coal had shown consumption of 25.85 crore units
of electrical energy in their returns” furnished
during the period between 2005-06 and 2011-12 on
which duty and surcharge of I 5.04 crore was
2005-06 payable but the assessees had paid T 86.65 lakh

Tenughat to 3.04 0.87 4.17 only during the above period resulting in short

Two 2011-12 8.98 Nil 8.98 payment of duty and surcharge of X 4.17 crore. The
assessing authority neither took any action for
verifying the returns nor served any demand notice
for short payment of duty and surcharge. This
resulted in short payment of duty and surcharge of
T 13.15 crore including penalty of X 8.98 crore.
Though the assessce was engaged in mining activity
2007-08 (washing of coal) but paid ED at the rate of two
Jharia - 0.35 0.08 0.27 paise per unit instead of correct/ payable rate of 15
One 2010-11 0.44 Nil 0.44 paise per unit. Non scrutiny of returns by the AA
resulted in short payment of duty. Besides penalty
for non-payment of duty was also leviable.
We noticed that an assessee had shown
consumption of 3.55 crore units of clectrical cnergy
in its returns® furnished during the period between
2008-09 and 2011-12 and paid the ED accordingly
i but surcharge of ¥ 7.11 lakh though payable was not

Tenughat 0.60 0.53 0.07 paid by the assessee. The prescribed authority
One to 0.13 Nil 0.13 neither took any action for verifying the returns nor
2011-12 served any demand notice for non-payment of
surcharge. This resulted in non-realisation of
surcharge of X 7.11 lakh besides penalty of ¥ 13.23
lakh was also leviable for non-payment of
surcharge.
We noticed from the assessment records and
monthly returns furnished by eight assessees that
the assessees had not paid any surcharge during the
period between  2002-03  and  2011-12.  The
assessments have not been finalised till June 2013.
However, the AA on the basis of available returns®
2002-03 in case of six assessees and on the basis of complete
to = et rcturns in casc of two asscssces levied surcharge of
2011-12 : Nil 1.45 R 74.57 lakh and issued demand notices between
June 2010 and August 2012 but did not levy the
mandatory penalty for non-payment of surcharge.
This resulted in non-realisation of surcharge of
I 74.57 lakh. Besides penalty of ¥ 1.45 crore
(calculated on the basis of available returns) was
also leviable.
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27

Name of the dealer Period for which returns not on record
CCL, Dugdha Colliery  [2009-10- July 2009 and September 2009, 2010-11-May 2010, June 2010, February
2011 and 2011-12- December 2011.
CCL, Kathara Colliery  |2009-10- July 2009

28

Name of the dealer Period for which returns not on record

Bokaro Colliery 2008-09- May 2008, 2009-10-July 2009 and 2011-12- June 11 to March 12

29

Name of the dealer Period for which returns not on record
CCL, Sirka March 2009.
CCL, Central Saunda July 2009 and February 2010.
CCL, Central Workshop, Barkakana [April 2010 and March 2011.
CCL, Saunda June 2009, July 2009 and February 2010.
CCL, Rajrappa December 2009, January 2010 and February 2010.
CCL, Bhurkunda April 2006, August & September 2007, January & March 2008, May &
June 2009, January, February, March & September 2010 and February
2011.
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We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
assessees. Further reply has not been received (December 2013).

We further observed that when the provision for scrutiny existed, it was open
to the Assessing Authorities (AAs) to scrutinise the return and levy deficient
duty, surcharge, penalty etc. before assessment is finalised whereas under the
amended provisions of the Act, the AAs has no such opportunity and has to
wait till the assessment is finalised.

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that necessary steps will be taken to
include the provisions in the JED Rules accordingly in the light of the existing
provisions of Rule 18 of Jharkhand Value Added Tax Rules, 2006 related to
scrutiny of returns.

We recommend that the Government may consider strengthening proper
scrutiny of returns by introducing rules to ensure timely payment of duty
by the assesses and enforce the existing provisions of imposition of penalty
in cases of defaulting assesses.

6.10.14 Short levy of surcharge

(Jnder the provision of Section 3A of t@
BED Act and rules made thereunder,
every assessee shall pay, in addition to
the duty due from him surcharge at the
rate of two paisa per unit of energy
@nsumed or sold. J

We noticed (June 2013) in two
Commercial  Taxes  Circles,
Ramgarh and Ranchi South that
two assessees had filed return
and shown use/consumption of
14.05 crore units of electrical
energy between 2006-07 and
2008-09 and were liable to pay surcharge of X 28.09 lakh. However, the
assessing authorities while finalising the assessments between June 2010 and
November 2011 incorrectly levied surcharge of I 24.76 lakh only. This
resulted in short levy of surcharge of X 3.33 lakh. (Annexure -VII).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to
the assessees for further action. Further reply has not been received
(December 2013).
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6.10.15

@rding to Section 4(1) & (2) o%
BED Act, 1948, every licensee shall pay

every month to the State Government
proper duty on the units of energy
consumed by him or sold by him to the
consumer and every licensee may recover
from the consumer the amount which falls
to be paid by the licensee as duty in
respect of energy sold to consumer.
Further, according to Rule 9 of the BED
Rules 1949, every assessee shall submit
returns within two calendar months from
the expiry of the month to which the return
relates. The returns shall be verified in the
manner indicated therein. Under the
provisions of Rule 11 of the BED Rules,
1949, where there is a series of transfers of
electrical energy the duty/ surcharge shall
be payable only at the last point of such
series of transfers. Furthermore, if the
licensee fails to make payment of
duty/surcharge due from him, penalty
under the provisions of section 5(A)(2) of
the BED Act, 1948 was also leviable.
According to the schedule of rates,
electricity duty for industrial purposes and

domestic use are realisable at the rate of
%and eight paise per unit respectivey

Allowance/availment of incorrect exemption

6.10.15.1 We noticed
(February 2013) from the

assessment records in
Jamshedpur Urban
Commercial Taxes Circle
that a  licensee/assessee

during 2003-04 to 2007-08
had claimed exemption from
payment of electricity duty
on transfer of 289.57 crore
units of electrical energy to
14 associated companies.
However, cross-verification
of records of the associated
companies revealed that of
the 14 companies, only eight
companies were registered
and six companies were not
found registered under the
BED Act. Further, the
registered companies were
not licensees under the BED
Act and hence were not
liable to pay the duty and
surcharge. Thus, in the
instant case, the licensee/
assessee transferring/selling
the electrical energy to the
consumers was liable to pay
the duty and surcharge.

However, the assessing authority, while finalising the assessments between
February 2009 and February 2012, incorrectly allowed exemption from levy

of duty and surcharge under Rule 11 of the BED Rules,

1949.

This resulted in non-levy/payment of electricity duty and surcharge amounting
to T 11.62 crore®. Besides penalty for non-payment of duty and surcharge of
% 42.61 crore’ was also leviable (Annexure —VIII).

30

Units Rate/ ED payable Surcharge @ 2 Total
paise per ®) paise per unit ®
unit (3]

ED for industrial use

2,88,91,57,686 0.02 | 5,77,83,153.72 | 5,77,83,153.72 | 11,55,66,307.44

ED for domestic use 65,74,552 0.08

5,25,964.16

1,31,491.04 6,57,455.20

Total 2,89,57,32,238

5,83,09,117.88 | 5,79,14,644.76 | 11,62,23,762.64

' Calculated at the rate of 2.5 per cent for first three months and 5 per cent thereafter for
non-payment of duty and surcharge for the periods between 1 June 2004 and 17 December

2012 ranging between 54 and 90 months.
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6.10.15.2 We further noticed (June 2013) from the returns furnished by
the licensee/assessee for the period 2008-09 to 2011-12 that the
licensee/assessee had claimed exemption from payment of electricity duty on
transfer/sale of 13.89 crore units ofelectrical energy to an associated company.
The assessments for the above periods were not finalised till May 2013.
However, our cross-verification of records of the associated company revealed
that the company registered in Jamshedpur Commercial Taxes Circle was not
a licensee. Thus, the licensee/assessee, selling/transferring electrical energy to
a consumer was liable to pay the duty and surcharge. This resulted in non-
payment of electricity duty and surcharge amounting to
¥ 48.36 lakh®. Besides penalty of ¥ 72.32 lakh was also payable for non-
payment of duty and surcharge during the above periods (Annexure -1X).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to
the assessees for further action. Further report has not been received
(December 2013).

6.10.16

Jharkhand State Electricity Board as licensee and its
assessments

The Jharkhand State Electricity Board (JSEB) being one of the largest
electricity supplier, covering all the districts of Jharkhand, has been granted
registration under the Bihar Electricity Duty Act (BED Act) as a licensee in
the Ranchi South Commercial Taxes Circle.

We scrutinised the returns/assessments, annual financial statement(s) and
energy bills raised by the JSEB during the scope of review and observed the
following:

6.10.16.1 Suppression of sale of energy

@er the provisions of the BED Act, 1%

We noticed (June 2013)
from the  assessment

read with Rule 7 of the BED Rules, as
adopted by the Government of Jharkhand,
every licensee shall pay the duty on the units
of energy consumed or sold, excluding losses
of energy in the transmission and
transformation. The duty is payable as per the
schedule of rates under section 3 of the Act.
Surcharge at the rate of two paise per unit of
energy was also leviable. Further, if a
licensee fails to make payment of
duty/surcharge due from him, penalty under
Section 5(A)(2) of the Act was also leviable.

records of JSEB in Ranchi
South Commercial Taxes
Circle that the notice cum
assessment, under Section
7A of the BED Act, 1948,
for the periods from
2008-09 to 2010-11 were
finalised (March 2012) on
the basis of approved
sales of energy as
depicted in the tariff order
(Table 10) passed by the
Jharkhand State Energy
Regulatory Commission

32 2008-09 to 2011-12: 13.89 crore units- ED- ¥ 27.78 lakh (@ 2 paise per unit) + Surcharge-

¥ 20.58 lakh (@ 2 paise per unit).
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(JSERC). However, the assessment for period 2007-08 was not finalised as of
June 2013. We noticed from the annual return furnished by JSEB for the
period 2007-08 that JSEB had shown sale of electrical energy for 2,729.84
million units®™ (excluding sale to Railways and for public lighting) only,
whereas as per the tariff order passed by the JSERC, the approved sale of
energy for the period 2007-08 was 3,642.30 million units** (excluding sale to
Railways, inter-State sales and for public lighting). Thus, the JSEB had
suppressed sale of 912.46 million units of electrical energy (excluding sale to
Railways and public lighting) in its returns and was liable to pay duty and
surcharge of T 8.01 crore. Besides penalty of ¥ 22.62 crore was also leviable
for non-payment of duty and surcharge (Annexure X).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
assessees for further action.

6.10.16.2 Non-levy of penalty on short payment of Electricity Duty

We noticed (June 2013) from
ﬁlder the provisions of Rule 6 of Q the assessment records/returns
BED Rules, 1949, every licensee shall | that the JSEB had sold 1,349.94
deposit the duty/surcharge payable | crore units of electrical energy
according to the return within two | during 2008-09 and 2010-11
calendar months of the month to which and had admitted electricity
the duty/surcharge relates. Further, if a | duty and surcharge of ¥ 92.01
licensee fails to make payment of | crore against which payment of
duty/surcharge due from him, penalty | ¥ 51.38 crore was made till the
under Section 5(A)(2) of the BED Act, | date of assessment (March
1948 was also leviable. 2012). Thus, the assessee had
made short payment of X 40.63
crore as per annual returns filed. However, the AA while raising the demand
under section 7A of the BED Act in March 2012 did not levy penalty for short
payment of admitted electricity duty and surcharge resulting in non-levy of
penalty of ¥ 30.30 crore. (Annexure -XI).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
assessees for further action.

6.10.16.3 Non-collection of electricity duty after amendment of

BED Act resulting in blockage of Government revenue

According to Section 4 (1) & (2) of the BED Act, 1948 and corresponding
Rules 6 and 11 of the BED Rules, 1949, every licensee shall pay every month
to the State Government proper duty on the units of energy consumed or sold
by him to the consumer after recovery from the consumer the amount which

33 Total units: 2,729.84 MU- Domestic: 694.90 MU; Commercial: 183.90 MU; Public water
works: 53.48 MU; Industrial (HT & LT): 1,797.56 MU.

* Total units: 3,642.23 MU - Domestic: 1,370.30 MU; Commercial: 214.40MU; Irrigation:
72.40 MU; Public water works: 70.20 MU and Industrial (HT & LT): 1,915.00 MU.
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falls to be paid by the licensee. As such, the JSEB, being a licensee, was to
collect ED from the consumers including industrial units, mines and other
commercial consumers in the State. However, the Government in October
2011, following amendment (June 2011) in Section 4 of BED Act, 1948 by
Section 5 of the Jharkhand Electricity Duty Act, 2011 (Jharkhand Act 10 of
2011), amended Rules 6 and 11 vide SO No. 177 dated 8 October 2011 in
which the industrial units, mines and other commercial consumers were liable
to pay the duty directly to the Commercial Taxes Department by getting them
registered in the concerned Commercial Taxes Circles. Consequently, JSEB
instructed its billing authorities to stop collection of ED from the industrial
units, mines and other commercial consumers from November 2011.

The Jharkhand High Court in its judgment® (3 April 2012) declared Section 5
of the Amendment Act of 2011, amending Section 4 of the BED Act, 1948, as
ultra vires and illegal. Thus, the status of the JSEB regarding collection of
duty from industrial units, mines and other commercial consumers remained
unchanged.

We called for data/information regarding sale of electrical energy by the JSEB
to the high tension (HT)36 consumers after October 2011. Of the 13 billing
circles’’ of JSEB in Jharkhand, only nine circles™ provided us the required
data/information. However, our scrutiny of the data furnished by the nine
billing circles revealed that the JSEB had not collected electricity duty on sale
of 165.81 crore units of electrical energy from 1,421 HT consumers for the
period between November 2011 and March 2013. No action was taken either
by the Commercial Taxes Department or the JSEB for revival of collection of
ED including collection of arrears from the consumers in the light of
judgement made by the Jharkhand High Court even after a lapse of more than
16 months. As of September 2013, neither JSEB nor the CTD is collecting ED
from the High Tension consumers. This resulted in Government revenue
amounting to X 8.29 crore not being collected between November 2011 and
March 2013 (Annexure XIT).

We reported the matter to the Department/Government in July 2013. The
Department/Government, in the exit conference held in September 2013,
accepted our observation and stated that notices have been issued to
the assessees for further action. Further reply has not been received
(December 2013).

* M/s Anjani Ferro Alloys Limited Vrs. State of Jharkhand & Others (WP (T) No. 2890 of
2011.
High Tension Consumers: Mines, Industry and Commercial Establishments.
37 Chas, Chaibasa, Daltonganj, Deoghar, Dhanbad, Dumka, Garhwa, Gumla, Hazaribag,
Jamshedpur, Pakur, Ranchi and Sahebgan;.

Chas, Chaibasa, Deoghar, Dhanbad, Dumka, Hazaribag, Jamshedpur, Ranchi and
Sahebganj.

36

38
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6.10.16.4 Non-payment of duty collected by JSEB

.. ) We noticed from the Annual
@der ErTeDes it e A o tQ Financial Statement of Accounts

BED Act, every licensee shall pay of the JSEB for the period

every month to the Government, at the 2008-09 to 2011-12 that the JSEB
time and in the manner prescribed, the

proper duty payable on the units
consumed or sold by him. Further,
Section 4(2) empowers the licensee to
Qcover duty from the consumers. /

had not been depositing the actual
duty collected by it. The details
are shown as under:

Collection of ED Current Liability Payment to Government as

shown in Balance Sheet per records at Commercial
Taxes Department

2008-09 19.60 20.16 19.73
2009-10 22.10 32.72 15.00
2010-11 27.59 50.03 16.65
2011-12 53.83 79.51 28.00

From the above it could be seen that the liability increased from X 20.16 crore
in 2008-09 to X 79.51 crore in 2011-12 which indicated non-payment of duty
collected by the licensee to the Government.

6.10.17 Results of cross-verification

We noticed that the Commercial Taxes Department had no co-ordination with
other Departments viz. JSEB, CEI (Energy Department) and DVC and had not
taken any steps to widen the tax base by identifying the assessees liable to pay
the ED. We collected data/information from JSEB, office of the CEI,
Jharkhand and DVC, Kolkata in respect of sale of electrical energy to
different consumers in Jharkhand and annual fitness certificate granted by the
CEI for use of Diesel/Petrol/Kerosene Generator (DG) sets. We cross-verified
the data with the records of the respective Circles of the Commercial Taxes
Department. The data/information procured from other departments were
handed over to the Commercial Taxes Department for further action at their
end. In course of cross-verification, we came across several irregularities
which consequently affected levy and collection of ED which are discussed in
the succeeding paragraphs.
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@ording to Section 4(4-a) of@

BED Act, every person other than a
licensee who obtains, for sale or
partly for his own use and partly for
sale, bulk supply of energy generated
by a licensee or other person shall pay
every month to the State Government
at the time and in the manner
prescribed, the duty payable under
section 3 on the units of energy so
obtained and sold or partly sold and
partly consumed by him. Further, if a
licensee fails to make payment of
duty/surcharge due from him, penalty

6.10.17.1 We cross-verified
(June 2013) the data received
from JSEB with the registration
records of  Ranchi West
Commercial Taxes Circle and
observed that two assessees”,
under Central Coalfields Ltd.
(CCL), engaged in mining of coal,
under the jurisdiction of Ranchi
West Commercial Taxes Circle,
had purchased/consumed 3.98
crore units of electrical energy for
the periods from 2007-08 to
2010-11(up to Nov 2010). We
noticed that the assessees were
not registered in the Ranchi West
Commercial Taxes Circle and had

under Section 5(A)(2) of the BED
w 1948 was also leviable. /

the above period.

not paid ED and surcharge during

After we pointed out the matter, the Department stated (September 2013) that
ED in case of one of the above assessees was being paid by the Piparwar Area
registered in Hazaribag Commercial Taxes Circle bearing registration number
HZ-ED-12. However, Central Coalfield Ltd. Ranchi stated (September 2013)
that ED in respect of both the above mentioned collieries was being paid by
the Piparwar Area in Hazaribag Commercial Taxes Circle. In order to confirm
the facts, we further cross-verified (October 2013) the records of Hazaribag
Commercial Taxes Circle and noticed that Piparwar Area had filed returns and
paid ED for purchase of electrical energy from DVC only and no
purchase/consumption was shown for electrical energy purchased from JSEB
during the period from 2007-08 to 2010-11(upto November 2010). Non-
detection of such transactions by the Commercial Taxes Department resulted
in suppression of purchase and consumption of 3.98 crore units of electrical
energy and consequent non-levy of ED and surcharge of I 67.69 lakh.
Besides, the assessee was liable to pay minimum penalty of X 1.56 crore for
non-payment of ED and surcharge (Annexure -XIII).

The up-to-date position has been reported to the Department/Government in
October 2013. Further reply has not been received (December 2013).

6.10.17.2 We noticed (June 2013) in Hazaribag and Tenughat
Commercial Taxes Circles that four units of Central Coalfield Limited
(CCL)* had purchased 116.29 crore units of electrical energy from DVC
during the periods between 2004-05 and 2010-11 but had accounted for 24.64
crore units only in their returns filed with the Commercial Taxes Circles. This
resulted in suppression of 91.65 crore units and consequent short levy of

3 KDH Project, Ranchi and Churi Colliery, Ranchi.
* Karo Special Project, Bokaro, Kargali and Giddi.
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electricity duty and surcharge of ¥ 15.58 crore’'. Besides penalty of ¥ 45.85
crore was also leviable (Annexure —XIV).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
concerned assessees for further action. Further reply has not been received
(December 2013).

6.10.17.3 We noticed (June 2013) from the data collected from DVC that
during 2007-08 to 2012-13 DVC had shown sale of 55.06 crore units of
electrical energy to two licensees registered in Jharia and Jamshedpur Urban
Commercial Taxes Circles. However, from the returns furnished by the
licensees, in their respective Commercial Taxes Circles, it was seen that the
licensees had not accounted for the purchases made from DVC. This resulted
in suppression of purchase of 55.06 crore units of electrical energy for which
the licensees were liable to pay ED and surcharge of ¥ 8.82 crore™. Besides
penalty of X 14.05 crore was also leviable (Annexure -XV).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
assessees for further action.

The BED Act does not provide for submission of documentation by the
assessee in support of receipt of electrical energy from the licensee. Therefore,
the assessee can suppress receipt of energy resulting in short levy of duty and
surcharge.

We recommend that the Government may introduce suitable amendment
in the BED Act incorporating submission of documentation supporting
sale/purchase of electrical energy to contain leakage of revenue.

' ED- ¥ 13.75 crore (at the rate of 15 paise per unit on 91.66 crore units) and
Surcharge- X 1.83 crore (at the rate of 2 paise per unit on 91.66 crore units).

2 ED- R 7.97 crore (at the rate of 15 paise per unit on 49.30 crore units and at the rate of 10
paise per unit on 5.77 crore units) and Surcharge- X 84.57 lakh (at the rate of 2 paise per
unit on 42.29 crore units).
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6.10.18

@rding to Rule 19 and 19 (A) readm
Rule 16 of the BED Rules, 1949, every

assessee shall install and maintain separate,
suitable and correct meters or sub-meters to
register the quantities of energy generated,
distributed, sold or consumed by him. The
Inspecting Officer (Commercial Taxes
Department) may enter any premises which
are used for generating or distributing
energy or which contains any meter or other
mechanical apparatus or any written record
and call for information/records relevant to
the generation/distribution and sale or
consumption of energy. Further, the

Inspecting Officer may affix one more seal
or seals to any meter or sub-meter installed.

Non/delayed registration of assessees

6.10.18.1
the cross-verification we
noticed in 16 Commercial

In course of

Taxes Circles that 164
assessees were registered

in the circles and were
using 258 DG sets for

captive  generation  of
electrical  energy. We
further noticed that the
Department had not

conducted any inspection
of the business premises
either to seal the meters or
to ascertain quantity of
energy generated through
DG sets for his own use or
for use of his employees

during the period between 2008-09 and 2012-13. As no data was available in
the Circles regarding usage of electrical energy through DG/captive power
plant sets either declared by the assessees or ascertained by the Department,
amount of non-levy of ED and resultant loss of revenue could not be

quantified by us.

@rding to Section 4(4) of the BEDm
1948, every person including any department

of the State Government, other than a
licensee, who generates energy for his own
use or for the use of his employees, or partly
for such use and partly for sale, shall pay
every month at the time and in the manner
prescribed the proper duty payable under
Section 3, on the units of energy consumed by
him or his employees or sold by him. Further,
as per standing order (SO) issued by the
Government in September 1987 and June
2012, payment of duty was exempted for the
electrical energy generated by DG sets up to 5
KVA and 10 KVA capacities respectively.
Further, if any licensee or other person who is
liable to pay duty and surcharge under the
BED Act fails to furnish returns within the

prescribed time, he was liable to pay penalty
wr Section 5-A (1) of the BED Act. /

43

6.10.18.2 We cross-
verified the data
collected from the
office of the CEl,

Jharkhand with  the
registration records of
16 Commercial Taxes
Circles® and noticed
that 756  persons/
industries and other
business establishments
were granted
permission and fitness
for 1,103 DG sets, of
capacity of more than
10 KVA, between July
1982 to February 2013
and thus, were liable to

get themselves
registered under the
BED Act wef 10

September 1987 and to

Adityapur, Bokaro, Chaibasa, Deoghar, Giridih, Hazaribag, Jamshedpur, Jamshedpur

Urban, Koderma, Ramgarh, Ranchi East, Ranchi South, Ranchi Special, Ranchi West,

Singhbhum and Tenughat.
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file returns for payment of duties.

We noticed that out of 756 persons/industries, 592 persons/industries, using
845 DG sets of capacity of more than 10 KVA were not registered in their
respective Commercial Taxes Circles and were not filing any returns as of
May 2013. The Department neither conducted surveys nor took any step to
obtain details of DG sets certified by the CEI to identify the assessees and
bring them into the tax net. Non-detection of such cases by the Department
resulted in non-assessment of quantum of electrical energy consumed/sold and
consequently non-realisation of ED and surcharge, could not be quantified.
However, the assessees were liable to pay penalty of ¥ 6.17 crore* (calculated
for the period between 10 September 1987 and 31 March 2013) for not getting
themselves registered and filing returns under the Act (Annexure XVI).

6.10.18.3 We further noticed in 12 Commercial Taxes Circles™ that 48
persons/industries using 56 DG sets were granted permission between August
1979 and June 2011 and were liable to get them registered under the BED Act,
1948 w.e.f. 10 September 1987. However, our scrutiny revealed that they were
granted registration in the respective Commercial Taxes Circles between
March 2008 and October 2012 after delays ranging between 129 and 8,440
days. The Department did not take any action to check the actual date of
liability before granting registration to the persons/industries. Non-detection of
such cases by the Department resulted in non-assessment of quantum of
electrical energy consumed/sold and consequent non-levy of ED and
surcharge for the period prior to the date of registration. The Department also
did not levy penalty of ¥ 43.22 lakh*® (calculated for the period between 10
September 1987 and 31 March 2013) for delayed registration/non-filing of
returns from the date of actual liability (Annexure XVII).

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
assessees for further action. However, in response to our observation that no
co-ordination existed between the Energy Department and CTD for exchange
of data resulting in non-registration of dealers using captive generating units
and thereby loss of revenue, the Chief Electrical Inspector assured that in
future the details of industries/units granted permission will be intimated to the
CTD after getting one nodal officer deputed for this purpose from the CTD
side. This was agreed by the CTD as well. Further reply has not been received
(December 2013).

6.10.19 Conclusion

The review of 'Levy and Collection of Electricity Duty in Jharkhand'
revealed a number of deficiencies in administration of the Bihar Electricity
Duty Act, 1948 and Rules made thereunder. The levy and collection of
electricity duty and persistent non-compliance of rules and regulations coupled
with a number of system deficiencies led to leakage of revenue. Lack of

" Calculated at the rate of T 50 for each day of default.

e Adityapur, Bokaro, Chaibasa, Jamshedpur, Jamshedpur Urban, Ramgarh, Ranchi East,
Ranchi South, Ranchi Special, Ranchi West, Singhbhum and Tenughat.

% Calculated at the rate of T 50 for each day of default.
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proper monitoring at the apex level of the Department and non-fixing of time
frame for finalisation of assessment in the Act of 1948, till its amendment in
2011 resulted in non-assessment of substantial number of cases.

Non-inspections/surveys by the Department over the years also resulted in a
large number of assessees not being brought to the tax net. No system existed
in the Department for cross-verification of information with other
departments/undertakings of the State/Central Government to check evasion of
electricity duty.

The internal control framework was deficient in terms of inadequate internal
audit, non-assignment of work to IB with respect of electricity duty and
inadequate inspections by departmental officers. Consequently, there was
substantial leakage of revenue due to non/short levy of duty and surcharge,
application of incorrect rates, allowance of incorrect exemption, non-levy of
penalty etc. In a nutshell, the Department did not take adequate action in either
prescribing internal control procedures/measures or effectively enforcing
existing control procedures in respect of Electricity Duty.

6.10.20 Summary of recommendations
The Government may consider:

e ensuring periodical audit either by the Internal Audit Wing (Finance
Department) or by the VAT Audit Wing of the Commercial Taxes
Department;

e assigning role to IB, specifically for the purpose of levy and collection of
Electricity Duty in the State and creation of a database for cross-
verification of transactions of electrical energy with other departments;

e prescribing periodic report/returns from the circle level to the CCT
containing information regarding levy and collection of electricity duty to
enable effective monitoring at the apex level,

e Deployment of manpower in accordance with the sanctioned strength for
effective administration of the Act;

e strengthening proper scrutiny of returns by introducing Rules to ensure
timely payment of duty by the assessees and enforce the existing provision
of imposition of penalty in cases of defaulting assesses; and

e introducing suitable amendment in the BED Act incorporating submission
of documentation supporting sale/purchase of electrical energy to contain
leakage of revenue.

116



Chapter - VI: Other Tax Receipts

Other audit observation
6.11 Computation mistake
We noticed (June 2013) from the

énder the provisions of the BED A(D assessment records in Tenughat
the AA is to finalise the assessment | Commercial Taxes Circle that an
with utmost care and efficiency. He | ,qsessee had returned receipt of
should see that computation of duty | 22235 crore units of electrical
and surcharge has been done energy during  2008-09. The
accurately to the best of his| a5sessing authority while finalising
@owledge and belief. / the assessment in December 2011

allowed exemption on the grounds
of transfer of 202.36 crore units to JSEB and 18.46 crore units being
consumed in maintenance of plants and duty and surcharge on the balance
1.53 crore units was leviable. However, the AA levied duty and surcharge on
82.52 lakh units. This resulted in short levy of duty and surcharge on 70 lakh
units amounting to ¥ 7 lakh*’.

We reported the matter to the Department/Government in July 2013. The
Department/Government in the exit conference held in September 2013
accepted our observation and stated that notices have been issued to the
concerned assessees for further action.

*ED: Calculated at the rate of 8 paise per unit and Surcharge: Calculated at the rate of
2 paise per unit on 70 lakh units.
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MINING RECEIPTS




EXECUTIVE SUMMARY

What we have In this Chapter we present illustrative cases of ¥ 35.57
highlighted in this crore selected from observations noticed during our
Chapter test check of records during 2012-13 relating to

Mineral concession, Fees and Royalty in the office of
the Director of Mines, Dy. Director of Mines and
District Mining Officers, where we found that the
provisions of Act/Rules were not observed.

It is matter of concern that similar omissions have
been pointed out by us repeatedly in the Audit Reports
for the past several years, but the Department has not
taken corrective action.

Trend of Receipts In 2012-13, mining receipts increased by 18.01
per cent over the previous year.

Internal audit The Department has no internal audit wing of its own.
The Finance Department conducted audit of only one
unit (DMO, Bokaro) during the period 2012-13.

Impact of audit In 2012-13 we test checked the records of 20 units
conducted by us relating to the Mines and Geology Department and
in 2012-13 found non/short levy of royalty, short levy of royalty

due to downgrading of coal, non/short levy of dead
rent, non-levy of penalty, non-levy of interest and
other irregularities involving I 68.78 crore in 1,254
cases. During the year 2012-13, the Department
accepted underassessment and other deficiencies of
% 41.98 crore in 426 cases pointed out by us and
recovered ¥ 4.28 crore.

Our conclusion The Mines and Geology Department needs to
improve the internal control system including
setting up of Internal Audit Wing of its own so that
weaknesses in the system are addressed and
omissions of the nature detected by us are avoided
in future.




CHAPTER - VII: MINING RECEIPTS
7.1 Tax administration

The levy and collection of royalty in the State is governed by the Mines and
Minerals (Development and Regulation) Act, 1957, the Mineral Concession
Rules, 1960 and the Jharkhand Minor Mineral Concession Rules, 2004.

At the Government level, the Secretary, Mines and Geology Department and
at the department level, the Director of Mines is responsible for administration
of the Acts and Rules. The Director of Mines is assisted by an Additional
Director of Mines (ADM) and Deputy Director of Mines (DDM) at the
headquarters level. The State is divided into six circles', each under the charge
of a DDM. The circles are further divided into 24 district mining offices®, each
under the charge of a District Mining Officer (DMO)/Assistant Mining Officer
(AMO). The DMOs/AMOs are responsible for levy and collection of royalty
and other mining dues. They are assisted by Mining Inspectors (MIs). DMOs
and MlIs are authorised to inspect the lease hold areas and review production
and dispatch of minerals.

7.2 Trend of receipts

chording to the provisions of the Bihar Financ&
Rules, Vol. T (adopted by the Government of against budget
Jharkhand) the responsibility for preparation of | ,iiates during
budget estimates of revenue receipts is vested in the | »098_09 1o 2012-13
Finance Department. However, the material for the
budget estimates is obtained from the concerned
Administrative Department which is responsible for
the correctness of the material. In case of
fluctuating revenue the estimates should be based
on a comparison of the last three years’ receipts.

Actual receipts from
Mining Receipts

along with the total
non-tax receipts
during the same
period is exhibited in
the following table:

X in crore
Revised Actual Variation | Percentage | Total non- Percentage of actual
estimates receipts excise (+)/ | of variation | tax receipts | receipts vis-a-vis total non-
shortfall (-) of the State | tax receipts of the State
2008-09| 1,740.00 | 1,477.94 | (-) 262.06 (-) 15 1,951.74 75.72
2009-10| 2,126.47 | 1,733.15 | (-) 393.32 |(-) 18.50 2,254.15 76.89
2010-11| 2,086.76 | 2,055.90 | (-)30.86 | (-) 1.48 2,802.89 73.35
2011-12| 2,759.75 | 2,662.79 | (-)96.96 | (-)3.51 3,038.22 87.64
2012-13| 3,209.92 | 3,142.47 | (-) 67.45 | (-)2.10 3,535.63 88.88

Source: Finance Account and revised estimates as per Statement of Revenue and Receipts Government of
Jharkhand for 2013-14.

Chaibasa, Daltonganj, Dhanbad, Dumka, Hazaribag and Ranchi.

2 Bokaro, Chatra, Chaibasa, Daltonganj, Deoghar, Dhanbad, Dumka, Garhwa, Giridih,
Godda, Gumla, Hazaribag, Jamshedpur, Jamtara, Khunti, Koderma, Latehar, Lohardaga,
Pakur, Ramgarh, Ranchi, Sahebganj, Saraikela-Kharsawan and Simdega.
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In 2012-13, the receipts from Non-ferrous Mining and Metallurgical Industries
increased by 18.01 per cent over the previous year. The Department stated that
there increase was due to enhancement in rate of royalty on coal.

7.3 Working of Internal Audit Wing

As informed by the Department it has no Internal Audit Wing of its own.
However, the Finance Department acts as an auditor. The Department has
informed (September 2013) that the Finance Department has conducted audit
of only one unit, DMO, Bokaro, during the period 2012-13 and raised 13
observations having financial implication of ¥ 12.82 crore. However, it did not
intimate follow up action taken thereon (December 2013).

7.4 Analysis of arrears of revenue

The arrear of revenue as on 31 March 2013 were I 763.17 crore, of which
T 158.42 crore were outstanding for more than five years as reported by the
Department. The year-wise position of arrears of revenue during the period
2008-09 to 2012-13 is mentioned in the following table:

(X in crore)
Year | Opening balance | Closing balance
2008-09 290.72 298.35
2009-10 298.35 285.58
2010-11 285.58 565.21
2011-12 565.21 567.45
2012-13 567.45 763.17

Source: Mincs and Geology Department.

The arrears of revenue increased from X 567.45 crore as on 31 March 2012 to
% 763.17 crore on 31 March 2013. The Department furnished the stages at
which action on arrears of ¥ 933.34 crore” was pending. Out of ¥ 933.34 crore,
demand of ¥ 463.34 crore were certified for recovery as arrears of land
revenue. Recovery of X 408.38 crore and X 8.68 crore was stayed by Court and
appellate authorities respectively. Demand of I 28.65 lakh and ¥ 2.67 crore
were held up due to rectification/review of application and dealer/party
becoming insolvent respectively. Specific action taken in respect of the
remaining arrears of X 49.98 crore had not been intimated.

7.5 Impact of audit

7.5.1 Status of compliance to Audit Reports (2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we had pointed out cases of non/short
levy of royalty, rent and penalty with financial implication of ¥ 221.58 crore in
18 paragraphs. Of which the Department/Government accepted our
observation of ¥ 195.51 crore and reported recovery of I 259.30 crore upto
2012-13. The details are shown in the following table:

> The Department furnished stages of recovery of arrears for an amount of ¥ 933.34 crore

against the reported arrears of revenue of ¥ 763.17 crore as on 31 March 2013. This
discrepancy needs to be reconciled by the Department.
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(X in crore)

No. of Amount Accepted Amount recovered*

paragraph objected recoverable upto 2012-13 out of
amount Col. 4
2 3 5
2007-08 5 17.00 16.57 117.66
2008-09 3 22.75 13.33 124.44
2009-10 3 11.26 11.26 14.95
2010-11 6 24.26 14.65 1.89
2011-12 1 146.31 139.70 0.36

22158 | 19551

Source: Information furnished by the Mines and Geology Department.

Status of compliance to outstanding Inspection Reports

(2007-08 to 2011-12)

During the period 2007-08 to 2011-12 we test checked 81 units relating to the
Mines and Geology Department and pointed out through our Inspection
Reports underassessment of royalty etc., with revenue implication of I 795.80
crore in 15,390 cases. Of these, the Department/Government accepted audit
observations in 12,646 cases involving an amount of ¥ 286.25 crore and
recovered X 44 lakh. The details are shown in the following table:

® in crore)

No. of units Amount objected Amount accepted Amount recovered
audited

upto 2012-13 out of

No. of Amount No. of Amount
cases cases

15,390 |

795.80

12,646 |

286.25

Col. 6
2007-08 14 10,908 407.80 | 10,114 | 203.12 0.10
2008-09 20 3,043 21051 2,507 | 5129 0
2009-10 11 249 126.65 23| 11.26 0.32
2010-11 19 1,156 49.88 2| 2058 0.02
2011-12 17 34 0.96 0 0 0

7.5.3 Status of compliance to Inspection Reports (2012-13)

Our test check during 2012-13 of the records of 20 units, having revenue
collection of X 2,292.78 crore, out of 33 units relating to the Mines and
Geology Department. Test checked units revealed non/short levy of royalty,
dead rent, penalty, interest and other irregularities involving X 68.78 crore in
1,254 cases which fall under the following categories:

( in crore)

0 Categories No. of ‘ Amount

B cases
1 | Non/short levy of royalty 131 57.33
2 | Short levy of royalty due to downgrading of coal 2 0.90
3 | Non/short levy of dead rent 16 0.43
4 | Non-levy of penalty 89 1.57
5 | Non-levy of interest 22 0.32
6 | Non-institution of certificate proceedings 89 4.89
7 | Other cases 905 3.34
Total | 1,254 |  68.78

*  Though the money value under Non-ferrous Mining and Metallurgical Industries was

T 17 crore, T 22.75 crore and ¥ 11.26 crore for Audit Report 2007-08, 2008-09 and
2009-10 respectively the Government reported recovery of X 117.66 crore, I 124.44 crore
and X 14.95 crore.

123



Audit Report on Revenue Sector for the year ended 31 March 2013

During the course of the year, the Department accepted under-assessments and
other deficiencies amounting to ¥ 41.98 crore in 426 cases pointed out by us
during 2012-13 and recovered X 4.28 crore in six cases.

In this chapter we present a few illustrative cases having recoverable financial
implication of ¥ 35.57 crore. These have been discussed in succeeding
paragraphs.

124



Chapter - VII: Mining Receipts

7.6 Non-observance of the provisions of Acts/Rules

The Mines and Minerals (Development and Regulation) (MMDR) Act, 1957
and the Minerals Concession (MC) Rules, 1960 provide for payment of
royalty on the minerals removed and consumed from the leased area at the
rates prescribed, within the due dates.

The Mines and Geology Department did not observe the provisions of the
Acts/Rules with regard to application of correct rate of royalty, scrutiny and
verification of monthly returns etc. in the cases mentioned in paragraphs 7.7
to 7.10 which resulted in non/short levy/realisation of ¥35.57 crore.

7.7  Short levy of royalty due to application of incorrect rate

We scrutinised (between
January and March 2013)
the monthly returns
furnished by 76 lessees out
of 214 lessees in three
Mining Offices’. Out of

mer the provisions of Section 9 of the
MMDR Act, 1957, the holder of a mining
lease is required to pay royalty on removal or
consumption of the mineral from the leased
area at the rate for the time being specified in

the Second Schedule in respect of that
mineral. Further, Government of India (GOI)
prescribed a formula for determination of rate
of royalty on coal for various grades on the
basis of basic pit head price of ROM" coal. In
case of iron ore, the rate of royalty is based

test checked 76 lessees we
noticed that 28 lessees had
dispatched 96.31 lakh MT
of different minerals during
2011-12, on which royalty
of ¥ 177.13 crore was
levied instead of I 209.35

on the iron content in the mineral under Rule
crore leviable on the basis

@ of the MC Rules, 1960. /
of basic pit head price of

ROM coal notified by the CIL and price of iron ore published by the IBM as
prescribed under provisions of the Act. Thus, the DMOs did not enforce
provisions of the Act for application of correct rates. This resulted in short
levy of royalty of X 32.22 crore as detailed in the table given below:

% in lakh

SI. Name of
No the office

Number of
Leases

Bokaro

Short
levied

Name of Remarks

the

Quantity
(in lakh
MT)

Royalty
leviable

mineral

Royalty
levied

1,759.66

Period

Coal

Rate of royalty was not

L. 9 2011-12 HTE 1,588.76 0 calculated on the basis of
, | Dhanbad | Conl | oo 1Ld6ass|, oo oo o’ R T
: 17 2011-12 ’ 947325 77" . Y
India Ltd.
Royalty was not calculated
. on the basis of iron content
3. Chalzbasa Izrgil 1(_)1r§ 15.03 %‘%gg 1,059.96 | wise average monthly price
T published by the Indian
Bureau of Mines.
20.935.11
—_— e e
Total 28 96.31 17.712.95 3,222.16
Run of Mines.

®  Bokaro, Chaibasa and Dhanbad.
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We reported the matter to the Department/Government in May 2013. The
Government stated in September 2013 that demand for X 32.08 crore had been
raised in 28 cases pertaining to DMOs, Bokaro, Dhanbad and Chaibasa, of
which ¥ 4.23 crore has been realised in three cases. In one case of Chaibasa it
was stated that royalty was realised on the basis of all India average price of
iron ore lump having iron content in excess of 65 per cent. The reply is not in
order as our observation was based on calculation of royalty on the basis of
monthly average price of iron ore lump having iron content ranging between
62 per cent and 65 per cent for Jharkhand. Further reply and reply on
realisation in remaining cases is awaited (December 2013).

Similar issue featured in Paragraph No. 7.4.17.1 of Audit Report (Revenue
Sector) for the year ended 31 March 2012, where the Government informed
that demand had been raised for the entire amount of I 13.53 crore. However,
the nature of lapses/irregularities are still persisting which shows
ineffectiveness of the Internal Control System of the Department to prevent
recurring leakage of revenue.

7.8 Short levy of royalty due to downgrading of coal

We  scrutinised (between
@tion 9 of the MMDR ACt, 195} November 2012 and March
provides for payment of royalty by a lessee | 2013) monthly returns and
on the quantity of mineral removed or | demand files of nine collieries
out of 32 collieries in Mining
Offices, Godda and Ramgarh.

consumed from the leased area at the rate
[[)Jre(slcribleld accor.d'ing to ;hli glracie; of ;OEL Out of test checked mnine

I .er the provisions of Rule 4(2) of the collieries, we noticed that two
Colliery Control Rules, 2004, the owner of | (o]lieries, one each of Eastern

a colliery shall declare its grade and pay | Coalfields Ltd. (ECL) and
@alty at the rate specified. / Central Coalfields Ltd. (CCL),

had paid royalty of I 3.88
crore instead of T 5.10 crore® on dispatch of 3.88 lakh MT of coal in 2011-12
by downgrading the coal as grade-G and C-LF from grade F and B-LF
respectively as declared by CCL and ECL in their grade notifications and
reflected in their monthly returns submitted to the DMOs. The DMOs also did
not scrutinise and verify the grades of dispatched coal as claimed by the
collieries in their monthly returns with those notified by ECL and CCL for

Grade of coal is based on useful heat value, ash content and ash plus moisture contents.

® in lakh)
Name of the | Actual grade Period Quantity Levied Leviable Short
colliery Down graded dispatched Rate Amount Rate Amount levy
to (in MT) ® per MT) & per MT)
Aprlto | o6 6030 187.50] 49.92|  329.50| 87.72
B-LF Dec. 2011
Saunda-D CLF Tan. 1o 46.35
Mar. 2012 8,595.95 230.00| 19.77 329.50f 28.32
Rajmahal G Between
J - April and |3,53,236.04 90.00| 317.91 111.50| 393.86| 75.95
ocCp F
Dec. 2011
Total 3,88,457.38 387.60 509.90] 122.30
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levy of royalty at the correct rate. This resulted in short levy of royalty of
3 1.22 crore.

We reported the matter to the Government in May 2013. The Government
accepted our observation in respect of Rajmahal OCP and stated (September
2013) that demand of ¥ 30.02 lakh had been raised by levying royalty at the
rate of T 98.50 per MT. However, we calculated the amount of royalty at the
rate of T 111.50 per MT on the basis of basic pit head price of ROM coal as
notified by the Coal India Ltd. as per provision of the Act. Thus, the
Department short raised the demand by X 45.93 lakh. In case of Saunda-D
colliery it was stated that reply furnished by the Project Officer, Saunda-D was
being examined. Further reply has not been received (December 2013).

Similar issue featured in Paragraph No. 7.4.17.2 of Audit Report (Revenue
Sector) for the year ended 31 March 2012 and the Government accepted those
cases and raised demand for entire amount of I 3.22 crore. The same
irregularities are still persisting which shows weakness of the Internal Control
System of the Department.

7.9  Short levy of royalty due to suppression of dispatch
We scrutinised (November 2012)

Under the provisions of Section 9 of
the MMDR Act, 1957, the holder of a
mining lease is required to pay
royalty on removal or consumption of
the mineral from the leased area at

the monthly returns of Chitra
colliery of Eastern Coalfields Ltd.
out of nine collieries’ in District
Mining Office, Deoghar. We
noticed that in the month of
February 2011 the closing stock

the rate for the time being specified in
the Second Schedule in respect of
that mineral. Further, as per order
issued by the Department of Mines
and Geology, Government of Bihar in
June 1970, the DMO is required to
check the monthly returns and

@pare with the DCB Register.

of grade ‘B’ and ‘D’ coal was
shown as 159.04 MT and
84,438.90 MT whereas in March
2011 the opening stock was
depicted as 24 MT and 16,833
MT respectively. Thus, the lessee
had suppressed dispatch of
135.04 MT of grade-B coal and
67,605.90 MT of grade-D coal.
Though, the DMO was required
to scrutinise the monthly returns with the earlier month’s returns vis-a-vis
Demand Collection and Balance (DCB) Register, yet the same was not done.
This resulted in the discrepancy remaining undetected with consequent short
levy of royalty of ¥ 1.18 crore'.

9
10

Other collieries are non-functional.

® in lakh)

Grade of coal Closing Balance of Opening balance of Difference Rate of royalty Short levy
February 2011 March 2011 (in MT) R per MT)

B 159.04 24.00 135.04 329.50 0.44

D 84,438.90 16,833.00 | 67,605.90 174.50 117.97

Total 67,740.94 118.41
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We reported the matter to the Government in May 2013. The Government
stated (September 2013) that X 1.85 lakh had been realised and certificate case
had been instituted for T 1 crore. However, action taken on remaining balance
of ¥ 16.32 lakh had not been intimated. Further reply has not been received
(December 2013).

Similar issue featured in first bullet of Paragraph No. 7.3.2.3 of Audit Report
(Revenue Receipts) for the year ended 31 March 2009. However, nature of
such lapses/irregularities are still persisting which shows ineffectiveness of
internal control system to prevent recurring leakage of revenue.

7.10 Incorrect adjustment of royalty

We scrutinised (November 2012)

Under the provisions of Section 9 of\ the monthly returns furnished by

the MMDR Act, 1957, the holder of a
mining lease is required to pay royalty
on removal or consumption of the

five sister collieries pertaining to
one area'' out of 22 collieries in
District Mining Office, Ramgarh.

mineral from the leased area at the | Out of test checked five collieries

we noticed that a colliery'® had
shown receipt of 28,682.26 MT of
grade-B coal from its sister
colliery”® during 2011-12 and
adjusted a sum of ¥ 94.44 lakh
treating it as royalty paid coal.

rate for the time being specified in the
Second Schedule in respect of that
mineral. Further, the DMO is required
to check monthly

@ms. /

However, our cross-verification with the monthly returns of the sister colliery
revealed that royalty had not been paid on the above. Thus, the colliery had
availed of incorrect adjustment of royalty as the DMO did not cross-verify the
returns submitted by the lessee with the returns of its sister colliery available

the periodical

in his office. This resulted in allowance of incorrect adjustment of royalty of
T 94.44 lakh.

We reported the matter to the Government in May 2013. The Government
stated (September 2013) that demand of ¥ 1.14 crore had been raised against
our observation of X 94.44 lakh. However, report on realisation is awaited
(December 2013).

11
12
13

Barka Sayal Area.
Bhurkunda colliery.
Saunda colliery.
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Similar issue had also featured in Paragraph No. 7.4.17.3 of Audit Report
(Revenue Sector) for the year ended 31 March 2012 wherein the Government
accepted the cases and raised the demand for entire amount of ¥ 77.04 crore.
However, nature of such lapses/irregularities are still persisting which shows
ineffectiveness of internal control system to prevent recurring leakage of

revenue.
Ranchi (Mridula Sapru)
The Principal Accountant General (Audit)
Jharkhand
Countersigned
New Delhi (Shashi Kant Sharma)
The Comptroller and Auditor General of India
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Period

Appendix

Annexure-I1V (Referred to in paragraph no. 6.10.12.4 of the Report)
Non/short levy of Electricity Duty/Penalty

Energy
consumed
(in lakh
units)

Amount of
admitted tax

Due date of

payment

(between)

Paid on
(between)

Name of the dealer: M/s La Opala RG Ltd.. Regn. No. DG/ ED-20

Extent of
delay
(between)

Penalty @
2.5% for
Ist three

months

(Amount in<)

Penalty @

5%

thereafter

Total
penalty
leviable

1-07-2004 | 17-08-2004 | 16 days and
2004-05 8.60|  34.416.20 and and  |7months 24| 1607.98| 178477 3.392.75
1-06-2005 | 25-06-2005 | days
1-07-2005 | 1:07-2005 [ /o
2005-06 1433|  57.327.00 and and ergj;s 1,151.07 273.50|  1,424.57

1-06-2006 | 31-07-2006
1-06-2006 29 months
2006-07 39.95| 159.817.88 and 11/18/2009 |17 daysand| 11.98634| 253,095.91| 265.082.25
1-06-2007 40 months
17 days
1-06-2007 1177 dmonthsd
2007-08 3932| 157.278.80 and 11/18/2009 AYSANEL 11 795.91|  154,873.94| 166,669.85
1-06-2008 28 months
17 days
1-07-2008 imomhj f;‘
2008-09 37.96| 151,830.36 and 8/25/2009 | ¢S A 1132436 3880202 50,126.38
months 24
1-06-2009
days
Total 14017  560,670.24 37.865.66 448,830.14 486,695.80
Name of the dealer: M/s LLa Opala RG Ltd.. Regn. No. DG/ ED-19
1-07-2004 24 days and
2004-05 458 18.303.28 and 6/25/2005| 11 months | 1.269.06|  3.446.84|  4.715.90
1-06-2005 24 days
1-07-2005 | 22062005 |
2005-06 516  20,624.00 and and 2mgmhs 395.15 86.67 481.82
1-06-2006 | 31-07-2006
1-07-2006 1279 dm""ﬂ:d
2006-07 8.75|  34.986.36 and 11/18/2009| ' ¢354 2,623.98|  56,579.44| 59.203.42
1-06-2007 40 months
17 days
1-07-2007 1177dr:O;1 g:d
2007-08 988  39.515.68 and 11/18/2009 y 2.963.68] 38,699.97| 41.663.65
1-06-2008 28 months
17 days
1-07-2008 im""t:; fj
2008-09 833 3331536 and 8/25/2009| “Y° 2 2.495.60| 10,418.24| 12.913.84
months 24
1-06-2009
days
Total 36.69] 146.744.68 9.747.47 | 109.231.16] 118,978.63

176.85|

707,414.92|

| 47.613.13] 558,061.30| 605,674.43
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Appendix

Annexure-VII (Referred to in Paragraph No. 6.10.14 of the Report)
Short levy of surcharge

Units of

Name of the . Date of electrical energy| Surcharge Surcharge
SL No Name of the dealer [Regn No.| Period £y . L
assessment consumed levied leviable

circle
(in lakh units)

CCL, Rajrappa
Washery

ED/10 (2006-07 | 6/10/2010 311.82

R in lakh)

Short levy

Hindalco
Industries

ED/26 (2008-09 | 11/23/2011 1,092.72
1,404.54 24.76

139




8S°168°8T

[0°6v1 OLVPI 9Tvy 125 CIOZ/LT/CT  |800T/1/9 LL9S £E'8C Y¥'8¢C 81 6S V1P 80-L00CT
1€€LOT SE'SKO°L 96'17¢C 99 clog/L1/cl  |L00T/T1/9 18°C¢C 8591 66991 19°61 TTILT'S L0-900C
19'%60°1 SI'ELOT I'ic 8L c<Loz/L1/cl  [900T/1/9 L1°98¢ LYyl 1L eV €9°0¢ 0LTO1'L 90-S00¢
19+TI°] SS'S0T°T 9061 06 Clog/L1/21  |1S00T/1/9 SI'¥Se LE9TI 8L°LCI ¥9°€C €9¥67°9 $0-¥00C
66'818 9¢°108 rLT (@ 0roT/11/9 700T/1/9 yecee LTOTT LT9T1 00°0 77°808°S ¥0-€00C

(e ur saadmny) (yyeq ut saadnyy) (spun yyey ur)

sypuour Am_m:.c:c
13)Je313Y) o Aefap
%S @ Keudg E_““,s J 10 Juxy

judurAed
Jo ajep anQq

JUIWSSISSB

JqeIAd] 10 29€q

Kyjeuad [ej0],

asn) porg

JdaeypIng “pui 10§ spun

*Wwop 10y syun)

SN ONSAWOP JOJ (T4

asn jeLnsnpul 10y 44
(Ch L]

u1 s33dny)
[eI0L

yun add asred | (ydyey ur saadny) jun (yrer un
7 @ 3dreydang | oqqesed gqx | 19d asred so3ey sy

[#10) pueis)

Audit Report on Revenue Sector for the vear ended 31 March 2013

L0-900T

(spun ypjep ur) 03SL], S/JA WO.4J PIAIIIAL SHUN ul AS.19U3 [BILDII[Y

*ON'USY

&)oL
90°70S'1 00°0 LT aanr exeld
8Y'C i LE0T 01 paI)sIsaIu S[qeDd uerpuy| ¢
8T'¢ 80°81 [T¥l eLY1 paI)sIsoIun "PyT RS BRI 1
S§T9 86'7¢ 0g'Ce Y0'¢€¢ pa1d)sTsarun nosiokey eiel| 11
LE'T L 669 L9 pa1d)sIsarun Kuoro) FII[ 01
8¢°0 €L 00°¢I 1791 paI)sIsoIun {uoj0) 09191 6
60°0 9%°0 L9°0 1S5°0 PI0931 U0 paI191S139TU ) 38eMaS 0919 8
9¢'¥y S6°ST 98'¥C 9T'¥C jou sjrernqg 6y AdAl PITAAL] L
e ele 8T EVET PIEErT 10°0LE°T cc Addr ‘Py1EIPUI DOI| 9
L9 1Ty 85°06S°C 19°9LT°C 00°08T°C [C aadr PYTO012L) ¢
ST8I1 1€91v LLILE LTYPE €C ATAr PYTAMSI| ¥
[cevl 19°L¥8 8S918 VLVvLL 9 AHAr PyT 0D Aerdury| ¢
SO've 20'881 8881 Y0681 SO aAr PyTUWIL BIBL| T
79 ¥S £6°L8T 8T 6CT ST0sT 80 AdTAl surwiny eveq( |

(S/IAD) J191€3P YY) JO dWEN

N
‘IS

140

uonduraxa 339.1109UT JO JUIWITRCAR/IUBMO[[Y

(1's1°01°9 *ou ydeadeaed ur 03 pa.L19Jay) [[IA-INXUUY



endix

A4

$9°S€9°L90°TT

|0T°0£9°698°0  |SS"1S9‘T9€ |00°pSE‘SES Y

|S9° 18T TET'L

[00°796°LS0°T  [00°06€°LLL'T [00°00S°698°8ET |

Iejo],

syjuow
pasdrdwos | 03 dn predjoN
Jo‘oN

yuawAed
Jo 9ep anQq

QEwgLOS+aE syyuow 3a.117)

Leudd ejoy | 19yyeaa9y) wid oG

[el0, 38T 10§ wid 94,67

(2 ur yunowry)
uonduwaxa 399.1100UT JO JUIW[IBAR/QIUEBMO[[Y

(310d3y 33 Jo T°ST°01°9 "ou eaed ul 0) Pa.LIJIY) X][- dINXIUUY

SOYTI'L60°T $9'869°LLE  |OL'THL'ETE $6'9S6°€S €10T/1€/S 0092t'61L [0 009¢t'61L  [00°00€°TL6°SE TI-1102
0SLOS'L8Y°€ 0S°LTEIP8T [00°6ETETLT [0S'880°€TT ¥ €10z/1¢/S  [T1-unf  [00°08T°TH9T [00°065°0T8 00'065°028  [00°00S°6T0°T+ I1-0102
01°S96°68¢°¢ 0T'60F'€V1°T [0F'L1T°0S0°T [0L°T6T°€6 9¢ €10z/1€/S  [or-unf  [00°9SS°THTT [00°8LT° 129 00'8LZ°179  [00°006°€90°T¢€ 01-600T
0t'8€0°L60 07’ 978°798°T [00°TEFTLLT [0V ¥I¥T6 Y €10z/1€/S  [60-unr  [00°T61°TETT [00°960°019 00960919  [00°008°%08°0¢ 60-800C

(ymp
SJTUN UT) POUIIE[d
uondudxa yamm
o 319U [8LI[T

poLg

141



Audit Report on Revenue Sector for the vear ended 31 March 2013

|€L°T90°€  [96'10T°T  [S0°09  [1L°008

|6vT81

|vs'LTe'e  |9v9Ti‘ee  |00'PSYTY

dgaeyouns pue Anp| ] i ] ] ] ] . . SuIysI[ dIqnd

Jo £a9] wouy payduwaxyg 0070 000 000 000 000 0070 0 [6670C 10°8C8'S 00°1€0°9 pue skemjiey 9
€L°790°€ _@a.SNhN IL7008 6v°C81 819 SSPTI‘6  |SH'86T°LT 00°€TH°9€

. . . . . . e ) et IT+IH
SyjuOw g6 10§ 69°6L1 6161 (45 8697 6V'€C 617'€C € SVLLT LSSLOLT 00°0ST 61 [eimsnpuy ¢

pred 1oys pey odreyomng | . ] ] . . . . . . SyEo
/I 05 “Swims yBnoxg 86T 6€81 050 699 vee vee [4 1TL91 6LYES 00°C0L 101eM R v
Joaourn) soes passorddns |[LL 01T ¥9°6L LT'T 96'8¢ A 8y vl ¢ |00vCL 000 00¥CL uonestuy| ¢
PeY Ioeap oY, 6C €91 Op'L1T 0C¢ 69Ty 019 65°9¢ Cl |€6'10¢ LO'6€8’T 00¥71°C [ERIETRIO0)| 7
6€€8ST |PELSST $9°08 0%'SLY 80°S¢1 [4N01%Y 8 L6°€SL'9 €0°6¥69 00°€0L°€ET onsawo(T| T

(ypyer ur saadnyy)

(Kye dqeeq

SHIeW Y . @ .
wd+OSHA)| %SD frewad | mwmﬁ s8reqaang

[eoL +dd

Jqedeq
Jgaeyd.Ing

A319u0 jo sajes jo uorssaaddng

(spum ypyey ur)

(3steq up)
. jun sjrun
OMGEAEd 4| 1od ayey passaaddng

(s9110331e0) N
PIOS J1uN [E)0], agesn Jo asoding | IS

SULINJAL
ysnoayy afes
SE UMOYS SJIu)

(3a0dax d3y) Jo 1°91°01°9 *ou eaed ul 0) PI.LIAJAY) X-2INXUUY

142



endix

A4

‘8F61 10V ‘qad Jo (2)VS s/N Aeuad
KAQ 10U PIP JUSWISSISSE FUDJRW [TYM

LY'STL'T

SL'v0E

LT€90Y

T8LEL'S

80°10T°6

0S°€66°7EL

Kuoyne Surssasse o} way) Aq poyly WInjor
Tenuue 1od se o81eyaIns/Anp Aood[e

Jo juowked 110Ys opeur pey Jo[edp Y,

syIeway

(qer ut »)

69°1LL 9¢€°'LT19 TEPSI 6 S8°LSOT 00'S99°T SRTTLE 61°C€T°09 10T €00I/11-010C| €
TSP 1 T0°0SET |0STIT 1T T0°00S°T 00'00S°T 70°000°€ 97°609°8¢ CI0T°€0°01/01-600C| T
00'96L 0T°8SL 06°LE 1 %3 0'S0S 78'TLO'T TT8LYT ¥0°TS1°9¢ CI0T€0°01/60-800¢C| 1

. ) SYIuOw pIed . i

Onq ALY Jo yudwied pioys uo A)eudd Jo £Ad[-uoN
(310d3.1 94} JO Z°91°01°9 *ou Baed ul 0) PALIdJIY) [X :QINXdUUy

143



Audit Report on Revenue Sector for the year ended 31 March 2013

Annexure XII ( Referred to in para no. 6.10.16.3 of the Report)
Non-collection of electricity duty after amendment of BED Act resulting in blockade of Government revenue
Duty leviable at the

rate of 5 paise per
unit (in Rupees)

W

Name of the Circle Period Units Sold
Consumer

1,658,050,331

1 Dhanbad 352 April 12 to March 13 318,191,992 15,909,600.00
2 Chaibasa 11 Nov-11 to Jan-13 2,378,812 118,940.58
3 Bokaro 60 July-12 to Mar-13 51,078,484 2,553,924.20
4 Dumka 18 Nov-11 to May-13 3,747,749 187,387.45
5 Deoghar 50 Jan-12 to Jan-13 137,189,248 6,859,462.40
6 |Ranchi 380 April-12 to March-13 302,093,533 15,104,676.65
7 Jamshedpur 364 Jan12 toDec.12 596,110,173.19 29,805,508.66
8 Sahebganj 11 Nov.2011 to March 2013 2,378,811.56 118,940.58
9  |Hazaribag 175 Jan-12 to Jan-13 244,881,529.00 12,244.,076.45

82,902,516.97
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Audit Report on Revenue Sector for the year ended 31 March 2013

Annexure-XVI (Referred to paragraph no. 6.10.18.2 of the Report)
Unregistered assessees

Number of [Number of DG Penalty

Permission granted between Delay in days between

assessees Sets (Amount in Rupees)

District ‘

Ranchi 9/10/1987 1/7/2013 14,003.250.00
Bokaro 12 14 2/22/1999 4/30/2012] 276 5092 1,107,950.00
Hazaribag 43 55 6/15/1993 12/28/2012] 34 7170 4,137,750.00
Jamtara 3 3 7/27/2005 2/9/2010{ 1087 2745 277,400.00
Chaibasa 5 B 2/22/2011 3/12/2012| 325 709 100,450.00
Singhbhum 338 452 9/10/1987 1/7/2013 24 9275 38,356,700.00
Giridih 17 19 2/10/1998 9/25/2012| 128 5469 1,486,650.00
Deoghar 17 44 11/25/1991 10/10/2012] 113 7738 1,910,350.00
Koderma 7 7 5/3/2007 2/13/2013 0 2100 366,400.00

61,746,900.00
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