PREFACE

This Report for the vear ended 31 March 2010 has been prepared for
submission to the Governor under Article 151(2) of the Constitution of India.

The audit of revenue receipts of the State Government is conducted under
Section 16 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971. This Report presents the results of audit of
receipts comprising salestax/value added tax, state excise, land revenue, other tax
and non-tax receipts of the State.

The cases mentioned in this Report are among those which came to notice in
the course of test audit of records during the year 2009-10 as well as those
which came to notice in earlier years but could not be included in previous
wear's reports.




OVERVIEW

This Report contains 35 paragraphs including two reviews relating to non/
short levy of taxes, royalty, fees, rent, interest and penalty etc., involving
T 385.66 crore. Some of the major findings are mentioned below:

General

e The total receipts of the State for the year 2009-10 were
< 19,884.50 crore against ¥ 18,077.04 crore in the previous year. Of this,
39 per cent was raised by the Government through tax revenue
(¥ 4,986.72 crore) and non-tax revenue (X 2,752.95 crore). The balance 61
per cent was received from the Government of India in the form of State’s
share of net proceeds of divisible Union taxes (¥ 5,339.53 crore) and
grants-in-aid (¥ 6,805.30 crore).

(Paragraph 1.1)

e Failure of senior officials to enforce accountability resulted in non-settlement
4,033 paragraphs involving ¥ 767.23 crore at the end of June 2010.

(Paragraph 1.2.1)

¢ During the year 2009-10, only one Audit Committee meeting in respect of
Taxation Department was held wherein 287 paragraphs involving ¥ 69.90
crore, were settled.

(Paragraph 1.2.2)

# Test check of records of 205 units of salestax/value added tax, motor vehicles,
state excise, forest, other tax and non-tax receipts conducted during the
year 2009-10 revealed under assessment/short levy/short demand and loss
of revenue amounting to ¥ 466.58 crore in 573 cases. The concerned
departments accepted under assessment, short levy etc., of ¥ 301.82 crore
pointed out in 2009-10 and earlier years and recovered ¥ 60.16 crore.

(Paragraph 1.5.1)

11. Sales Tax/Value Added Tax

Incorrect grant of exemption on export resulted in  short/
non-levy of tax of ¥ 3.68 crore including interest.

(Paragraph 2.13.1)

Irregular and excess allowance of exemption to industrial units resulted in
non-levy of tax of ¥ 1.42 crore including interest.

(Paragraph 2.13.2)
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Against the leviable interest of ¥ 39.42 lakh, the assessing officers levied
interest of € 7.35 lakh leading to short levy of interest of ¥ 32.07 lakh.

(Paragraph 2.13.3)

Incorrect allowance of exemption/concession against Form-E-I resulted in
short levy of tax of ¥ 62.17 lakh including interest.

(Paragraph 2.13.5)

Turnover of ¥ 4.62 crore escaped assessments resulting in short levy of tax of
< 99.37 lakh including interest.

(Paragraph 2.13.6)

Incorrect allowance of excess deduction of ¥ 5.33 crore on labour charges
resulted in short levy of tax of ¥ 77.65 lakh.

(Paragraph 2.13.7)

Incorrect grant of concession/exemption against Form A on turnover of ¥ 9.36
crore resulted in non/short levy of tax of T 85 lakh.

(Paragraph 2.13.8)

Incorrect grant of concessional rate of tax on sale of goods against Form B
resulted in short levy of tax of ¥ 1.74 crore including interest.

(Paragraph 2.13.13)

Irregular grant of exemption on account of branch transfer of goods valued at
T 152.18 crore resulted in non-levy of tax of T 30.65 crore including interest.

(Paragraph 2.14.1)

Incorrect grant of concessional rate of tax against sales supported by invalid
Form C resulted in short levy of tax of ¥ 3,12 crore including interest.

(Paragraph 2.14.2)

I11. State Excise

Short lifting of rectified spirit by the licensees resulted in non-levy of excise duty
of T 39.70 lakh.

(Paragraph 3.9)

Licensees of wholesale bonded warehouses and foreign liquor “Off" and *On”
were allowed to function without realisation of licence fee of ¥ 16.10 lakh.

(Paragraph 3.10)

Establishment charges/availability fees of ¥ 9.09 lakh against excise officials
deployed in the distilleries/bonded warehouses were not realised.

(Paragraph 3.11)

viii
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V. Land Revenue

A review on Recovery of dues treated as arrears of land revenue revealed the
following:

e  Recovery of arrears ranged between 2.56 and 8.18 per cent during the five
years from 2004-05 to 2008-09. 1,08,027 certificate cases involving
recovery of X 350.76 crore were pending at the end of 31 March 2009,

(Paragraph 4.7.6)

*  Absence of guidelines was fraught with the risks of gaps in documentation
resulting in difficulty in verifying the eccurrences and genuineness of public
demand cases.

(Paragraph 4.7.7)

e  Non-recording and inordinate delay in instituting certificate cases led to
delay in recovery of certified dues of ¥ 45.38 crore.

(Paragraph 4.7.9)

» Certified dues of ¥ 23.91 crore remained unrealised due to non-execution of
259 certificate cases.

(Paragraph 4.7.10)

¢  Due to non-pursuation of certificate cases pending in Civil Courts/High
Court, certified dues amounting to ¥ 3.16 crore remained unrealised.

(Paragraph 4.7.15)

¢  The Government sustained loss of revenue of T 1.71 crore due to non-levy
of interest on the dues realised.

(Paragraph. 4.7.18)

Lack of follow up action on the instructions contained in the Land Laws of Assam
resulted in unauthorised retention of revenue of ¥ 41.40 lakh by the Mouzadars
outside the Government account.

(Paragraph 4.8.1)

Other-Tax Receipts

Non-reviewing the combined registers and non-issue of demands by the DTOs
resulted in non-realisation of road tax of ¥ 58.99 lakh including fine.

(Paragraph 5.4)

Incorrect application of rate of tax resulted in short levy of entry tax of ¥ 4.02
lakh.

(Paragraph 5.5)

ix
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Against the leviable stamp duty of ¥ 3.29 lakh, the Senior Sub-Registrar,
Silchar levied duty of ¥ 66,000 leading to short levy of stamp duty of
< 2.63 lakh.

(Paragraph 5.7)

VI. Non-Tax Receipts

A review on Mining receipts-assessment, levy and collection of royalty, fees
and rent revealed the following:

e  Annual budget estimates were prepared without reference to past trends and
future potential.

(Paragraph 6.2.6)

. Suppression of production of crude oil, condensate and natural gas by Oil
India Limited and Oil and Natural Gas Corporation Limited led to short
payment of royalty and interest of T 168.48 crore.

(Paragraph 6.2.8.1)

*  Non-payment of royalty (April 2008 to March 2009) on deducted discount
on well head prices of crude oil distributed to oil marketing companies
deprived the State of revenue of T 525.04 crore.

(Paragraph 6.2.8.2)

e  Differential royalty of ¥ 10.48 crore, payable by the Central Government
from Oil Industry Development Board Fund, was not claimed and realised
by the State Government.

(Paragraph 6.2.8.3)

. Due to computation of oil price at lower side during 2004-05 and 2008-09,
ONGCL evaded royalty of ¥ 119.01 crore including interest.

(Paragraph 6.2.8.4)

. Failure of the department to enforce payment of royalty on natural gas at
well head price resulted in short realisation of ¥ 24.56 crore including
interest.

(Paragraph 6.2.12)

. Adoption of incorrect method for determination of royalty payable on
natural gas resulted in loss of revenue of ¥ 11.97 crore.

(Paragraph 6.2.13)

¢  Payment of rovalty on the quantity of coal dispatched from the leased area
instead of actual quantity extracted at pit mouth resulted in short payment of

royalty of ¥ 6.45 crore.
(Paragraph 6.2.15)
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Forest Receipts

MNon-realisation of residual mahal fee from the defaulter mahaldar
resulted in loss of revenue of ¥ 37.23 lakh.

(Paragraph 6.3.1)
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CHAPTER-I: GENERAL

Trend of Revenue Receipts

1.1.1 The tax and non-tax revenue raised by the Government of Assam
during the year 2009-10, the State’s share of net proceeds of divisible Union
taxes and 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:

Particulars 20E-0G 26-07 2007-08 2OOE-09 -1

Iotal A9 .44 o 2l 5,404,009 042211

I otal

The above table indicates that during the year 2009-10, the revenue raised by
the State Government (¥ 7,739.67 crore) was 39 per cent of the total revenue
receipts against 36 per cent in the preceding year. The balance 61 per cent of
receipts during 2009-10 was from the Government of India.

! Note: For details, please see statement No. 11 : Detailed accounts of revenue by minor
heads in the Finance Accounts (Volume-2) of Government of Assam for 2009-10. Figures
under the “share of net proceeds assigned to States™ under the major heads — 0020 -
corporation tax, 0021 - taxes on income and expenditure, (032-taxes on wealth, 0037 -
customs, (038 - union excise duties, 0044 - service taxes and 004 5-other taxes and duties on
commodities and services booked in the Finance Accounts under "A - tax revenue’ have
been excluded from revenue raised by the State Government and included in *States” share
of divisible LInion taxes® in the above table.
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1.1.2 The following table presents the details of tax revenue raised
during the period from 2005-06 to 2009-10:

The following reasons for variation were reported by the concerned
departments:

State Excise: The increase was due to issue of more IMFL “ON” licence® and
newly imposed availability fees.

Taxes on Vehicles: The increase was due to increase in movement of motor
vehicles and special drive for collection of fees in respect of registration mark.
Taxes on Goods & Passengers: The increase was due to collection of arrears
of entry tax during the year.

Taxes on Agricultural income: The increase was due to increase in
profitability of tea business.

* Sale of foreign liquor to the public for consumption ‘on’ the premises except in hotels,
restaurants, theatres, cinemas or other permanent places of amusement.
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Stamp Duty: The decrease was due to slashing of stamp duty on conveyance
documents and imposition of restrictions on transfer of land.

The other departments did not inform (November 2010) the reasons for
variation, despite being requested (June 2010).

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

Head of MU= HuG-07 MHHIT-0IR -1 {pE-p il

revenuc

in 2 1l

over 2IR-09

The following reasons for variation were reported by the concerned
department:

Petroleum: The increase was due to increase in production and revision of
price of crude and gas.

Coal and lignite: The increase was due to increase in despatch and revision of
rate of royalty.

Major and Medium Irrigation projects: The increase was due to collection
of arrears of water charges.

* Others included 29 major head of accounts.
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Forestry and Wildlife: The increase was due to increased sale of mahal
materials.

The other departments did not inform (November 2010) the reasons for
variation, despite being requested (June 2010).

1.2 Response of the departments/Government towards audit

The succeeding paragraphs 1.2.1 to 1.2.5 discuss the response of the
departments/Government towards audit.

1.2.1 Failure of senior officials to enforce accountability and

protect the interest of the State Government

The Principal Accountant General (Audit), Assam (PAG) conducts periodical
inspection of the Government departments to test check the transactions and
verify the maintenance of important accounts and other records as prescribed
in the rules and procedures. These inspections are followed up with the
inspection reports (IRs) incorporating irregularities detected during the
inspection and not settled on the spot, which are issued to the heads of offices
inspected with copies to the next higher authorities for taking prompt
corrective action. The heads of the offices/Government are required to
promptly comply with the observations contained in the IRs, rectify the
defects and omissions and report compliance through initial reply to the PAG
within one month from the date of issue of the IRs. Serious financial
irregularities are reported to the heads of the departments and the Government.

Our review of inspection reports issued upto December 2009 disclosed that
4,033 paragraphs involving ¥ 767.23 crore relating to 1,518 IRs remained
outstanding at the end of June 2010 as mentioned below along with the
corresponding figures for the preceding two years.

June 2009 June 2000

June 2008

1364 1518
ng 3685 4033
“Athodat favalved (F ictore) 683,71 711,53 767.23

The department-wise details of the [Rs and audit observations outstanding as
on 30 June 2010 and the amounts involved are mentioned below:

MName of the Mature of receipts MNumber of Number of Muoney
Department outstanding  outstanding vitlue
IR annd it involved
ohservatins T in

crore)

2. | Excise Stﬂp.mqq_ 61 167 11
3. | Revenue Land revenue 605 1442 | 20897




Chapter — I @ General

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 654 IRs
issued upto December 2009, This large pendency of the IRs due to non-receipt
of the replies is indicative of the fact that the heads of offices and heads of the
departments failed to initiate action to rectify the defects, omissions and
irregularities pointed out by the PAG (Audit) in the IRs.

We recommend that the Government takes suitable steps to install an
effective procedure for prompt and appropriate respense to audit
observations as well as take action against officials/officers who do not
send replies to the IRs/paragraphs as per the prescribed time schedules
and also fail to take action io recover loss/outstanding demand in a time
bound manner.

1.2.2 Departmental audit committee meetings

The Government set up audit committees to monitor and expedite the progress
of settlement of IRs and paragraphs contained in the IRs. The details of the
audit objection committee (AOC) meetings held during the year 2009-10 and
the paragraphs settled are mentioned below:

% in crore
Head of revenue Number of Number of St
meetings held paragraphs setthed

The table above is indicative of the fact that the Audit Committees of the
respective departments are not concerned about the huge accumulation of
audit objections contained in the IRs. Though we took up the matter of holding
AOCs on a regular basis with the concerned department/Government, we did
not get a positive response (except for Taxation Department).

Though the Finance Department had issued an instruction (May 1994) to all
the departments for expeditious disposal of the audit objections through
AQCs, it had neither reviewed the position nor taken follow up action,

We recommend that the Government may consider holding AOC
meetings periodically in respect of each department every year.
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1.2.3 Response  of the departments to the draft audit

paragraphs

As per the instruction issued (March 1986) by the Finance Department, all the
departments are required to furnish replies to the audit objections within two
months. The PAG’s office forwards draft paragraphs prepared on the basis of
audit objections to the Secretaries of the concerned departments through demi-
official letters drawing their attention to audit findings with the request to send
their response within six weeks. The fact of non-receipt of replies from the
Government is indicated at the end of each paragraph included in this Audit
Report.

Draft paragraphs/reviews included in the Report of the Comptroller and
Auditor General of India (Revenue Receipts) for the year ended 31 March
2010 were forwarded to the Secretaries of the departments between March and
June 2010 through demi-official letters with the request to furnish their
replies/comments within six weeks. Out of 35 draft paragraphs including two
reviews incorporated in this report, replies either part or full, of the
departmental officers in respect of 26 draft paragraph had been received
(November 2010). Replies to the reviews were fumished by the
departments/Government in the exit conferences held in July 2010.

1.2.4 Follow up on Audit Reports — summarised position

As per the instruction issued (May 1994) by the Finance Department, the
departments are required to furnish explanatory notes indicating action taken
or proposed to be taken and submit action taken note (ATN) to the Assembly
Secretariat with a copy to the PACG, in respect of paragraphs and reviews
included in the Audit Reports within 20 days from the date of receipt of the
Audit Report.

The Audit Report (Revenue Receipts) for the year ended 31 March 2009 was
tabled in the Legislative Assembly on 2 March 2010. Though the time limit
for furnishing ATNs had elapsed, no ATNs in respect of any Department had
been furnished. We took up the matter regarding non-furnishing of ATNs by
the departments through a demi-official letter with the Principal Secretary to
the Government of Assam, Finance Department, and await his reply
{Movember 2010).

1.2.5 Compliance with the earlier Audit Reports

During the years from 1999-2000 to 2008-09, the departments/Government
accepted audit observations involving ¥ 95.71 crore (out of the total money
value of ¥ 3,335.56 crore) of which only ¥ 15 crore had been recovered till
March 2010 as mentioned below:

Year of Audit Report  Total money vialuge Lecepted money Recovery made
Vi |:|m

mm 97.60 5154 034
2003-2004 JIEXY 335 02
2004-2005 7189 7L == 124
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The above table indicates that the amount recovered was only 15.67 per cent
of the accepted amount while the Government/departments have accepted only
2.87 per cent of the cases included in the Audit Reports. However, an analysis
of accepted cases and recovery made in respect of Audit Reports for the years
1999-2000 to 2008-09 reveals that both the position remains almost static as
compared to those included in the Audit Report of the preceding
year (2008-09).

Analysis of the mechanism ftor dealing with the 1ssoes

raised by Audit

In order to analyse the system of addressing the issues highlighted in the
Inspection Reports/Audit Reports by the departments/Government, the action
taken on the paragraphs and reviews included in the Audit Reports of the last
10 years in respect of one department is evaluated and included in this Audit
Report.

The succeeding paragraphs 1.3.1 to 1.3.2.2 discuss the performance of the
Finance (Taxation) Department to deal with the cases detected in the course
of local audit conducted during the last 10 years and also the cases included in
the Audit Reports for the years 1999-2000 to 2008-09.

1.3.1 Position of Inspection Reports

The summarised position of inspection reports issued during the last 10 years,
paragraphs included in these reports and their status as on March 2010 are
tabulated below:

I.:I|'--.'||:||:' lia st vildition durine (e vear Clearance during the Closine halance diieing the
YEAr Veur

THs Para- Vianey IR rara- Muoney [« Pars Maones 1R Para- Vioney

During 2009-10, only one Audit Committee meeting in respect of Finance
{Taxation) Department was held wherein 287 paragraphs involving ¥ 69.90
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crore were settled”. Apart from this, 75 paragraphs involving money value of
22,113.75 crore were settled/disposed of by the PAG (Audit) on the basis of
replies received from the DDOs/departments as well as by conducting reviews
of the old IRs. The position of receipt of replies to the outstanding IRs has not
improved though regular reminders were issued to the the DDOs/departments.

1.3.2 Assurances given by the Department/Government on the
issues highlighted in the Audit Reports

1.3.2.1 Recovery of accepied cases

The position of paragraphs pertaining to the Finance (Taxation) Department
included in the Audit Reports of the last 10 years, those accepted by the
Department and the amount recovered are mentioned below:

Year of Somber of Muoney “umher of Mioney Aot Comulartive
Sudit paragraphs  value of the  paragraphs vilue of recovered position of

Hepaort imcluded parageaphs aceepied aceepled during the recovery of
paragraphs vear o
Rl ]

- 5:
F7) 5

6 13
14 13
12 g
7 6
13 9
18 5
20 1
15 3

{The paragraphs mentioned above relate to VAT/Sales tax, Agricultural Income tax,
Professional tax, Specified Land tax, Entry tax and Hotel & Luxury tax ete.)

The Assessing Officers raise demands on completion of the assessments of
dealers. If the demands are not paid during the year of assessment, they
become arrears and are forwarded to the respective Superintendent of Taxes
(Recovery) for realisation as arrears of land revenue. The Superintendent of
Taxes (Recovery) are vested with the powers for recovery under the Bengal
Public Demand Recovery Act, 1913, Though this system is in place, the
Department/Government had not monitored the progress of recovery of dues
effectively and as a result recovery pertaining to the cases pointed out in the
earlier Audit Reports was nil during the year 2009-10.

The Government of Assam, Finance (Taxation) Department may consider
adoption of the following measures to strengthem the system for
compliance leading to streamlining the process of speedy recovery of the
dues:

. Issuing suitable instructions to the assessing officers for prompt
identification of arrear cases and issue of requisitions for
certificate cases;

* Due to late receipt of minutes of the AOC, adjustment of the paragraphs was made in May

2010,
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. Making the process of admittance of certificate cases time
bound to lessen the scope of undue delay at various stages
thereby causing blocking/non-realisation/loss of revenue; and

° Prescribing specific targets for disposal of certificate cases and
installing a mechanism to effectively monitor the overall

position of pendency of certificate cases at various stages.

Action taken on the recommendations accepted by the

deparimenis/Government

The performance reviews conducted by the PAG are forwarded to the
concerned departments/Government for their information with a request to
furnish their replies. These reviews are also discussed in the exit conference
and the department’s/Government’s views are included while finalising the
reviews for the Audit Reports.

The following paragraphs discuss the issues highlighted in the reviews on the
Finance (Taxation) Department featured in the last 10 Audit Reports including
the recommendations and action taken by the Department on the
recommendations accepted by it as well as the Government.

Name of the review Number ol Betails of the

FECTHITHTIE - recommendat-

dations ions accepied

We remain unaware of the position regarding acceptance of the
recommendations included in the reviews till we receive the ATN from the
concerned Department. Though the Finance (Taxation) Department made it
mandatory for all the departments to furnish ATN replies to the PAG within
20 days from the date of receipt of the Audit Report, it was not adhered by the
department. As a result no ATN against the recommendations included in the
eight reviews conducted during the last 10 years was received.
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1.4 Audit planning

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

During the year 2009-10, the audit universe comprised of 613 auditable units,
of which 205 units were audited during the year 2009-10 which is 33 per cent
of the total auditable units. The details are shown in Annexure-1.

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

Results of audit

Position of local audit conducted during the vear

We test checked the records of 205 units of VAT/sales tax, state excise, motor
vehicles, forest and other departmental offices during the year 2009-10 and
found underassessment/short levy/loss of revenue aggregating T 466.58 crore
in 573 cases. During the course of the year, the departments concerned
accepted underassessments and other deficiencies of ¥ 301.82 crore involved
in 129 cases of which 15 cases involving T 291.94 crore were pointed out by
us during 2009-10 and the rest in earlier years. The departments collected
T 60.16 crore in 116 cases during 2009-10.

This Repori

This report contains 33 paragraphs (selected from the audit detections made
during the local audit referred to above and during earlier vears which could
not be included in earlier reports) and two performance reviews on
(i) Mining Receipts - assessment, levy and collection of royalty, fees and rent
and (ii) Recovery of dues treated as arrears of land revenue relating to
short/non-levy of tax, duty and interest, penalty etc., involving financial effect
of ¥ 385.66 crore. The Departments/Government have accepted audit
observations involving T 299.39 crore out of which ¥ 1.41 crore has been
recovered. The replies in the remaining cases have not been received
(November 2010). These cases are discussed in the succeeding Chapters 1 to
VL.

10
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Tax administration

The Assam Value Added Tax (AVAT) Act, 2003 was introduced from 1 May
2005 repealing the Assam General Sales Tax Act, 1993. Administration of
AVAT has been vested with the Finance (Taxation) Department. The
Commissioner of Taxes, Assam has been authorised to collect AVAT for the
State.

\nalysis of budget preparation

As per the provision of the Assam Budget Manual, the estimates of revenue
and receipts should show the amount expected to be actually realised within
the year and those only including arrears for previous years and advance
collections for coming year. In estimating fixed revenue, the calculations
should be based upon the actual demand including arrears due for past years
and the probabilities of its realisation during the vear. According to the
provision of Assam Financial Rules, the Finance Department is required to
prepare the estimates of revenue on obtaining necessary information/data from
the respective Department/Government.

We found that the budget estimates of the Finance (Taxation) Department
were prepared taking actual collection of the last seven months of the previous
year and provisional collection of the first five months of the current financial
year into account. Besides, growth over actual receipts of the previous year as
well as expected realisation of tax due to adoption of certain measures for
augmentation of revenue was also taken into consideration. This indicated that
the provisions of the Budget Manual were not considered by the
Department/Government while preparing the estimates of revenue.

Trend of receipts

Actual receipts from tax on sales, trade etc. during the period 2005-06 to
2009-10 along with total tax receipts during the same period is exhibited in the
following table and graph.

Hudser Letual Yariation Percentaze Intal tax Percentage of
estimaties ||-|.-|-.'-||n excess () af :'-;m'q:ir:lr- ul actual VAT
(Taxes on shortfall {-) variation the Stute receipls
=ales,
|| H||. |.1|. }

zmrr-m ;@.a:wm:sj <a.mm_ :.-1-£am 18| 335950 80

2008-09 | 2,820.69 | 3.11058 | 289.89 10 [ 415031 I

2009-10 | 2.900.00 | 3,535.26 63526 22 | 4,986.72 T
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It would be seen from the above table and the line graph that there was
increasing trend in the collection of revenue over the budget estimates except
during 2007-08. The collection of revenue increased between two and
22 per cent during the last five years except in 2007-08 when there was a 14
per cent shortfall in collection.

73535.26

crore M | B Taxes on sales, trades etc.

@ Total tax receipts

The share of tax on sales, trade etc. receipts, which was around 80 per cent of
the total tax receipts of the State between 2005-06 and 2007-08, fell to 75 per
cent and 71 per cent in 2008-09 and 2009-10 respectively.

Analysis of arrears of revenue

The arrears of revenue as on 31 March 2010 amounted to ¥ 1,777.89 crore of
which ¥ 505.76 crore was outstanding for more than five years. The following
table depicts the position of arrears of revenue during the period 2005-06 to
2009-10.

in crore)
Opening balance of Amount ot Closing balance of
Arrears added during collected ATTCRrs
during the vear

2682
53.19
1122191 | li%‘ :

The department stated that the arrears of revenue had increased drastically in
20009-10 due to non-realisation of taxes in respect of assessments made under

12
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CST Act, 1956, Assam Taxation on Specified Land Act, 1990 and Assam
Entry Tax Act, 2008 following the stay orders of Gauhati High Court and the
Supreme Court. As a result of the judgement passed by the High Court, the
provision of the Assam Entry Tax Act, 2005 was not in force upto 12 April
2008. This jeopardized completion of assessment and collection of revenue.
However, after enactment of the new Assam Entry Tax Act, 2008, huge
number of assessments were completed and demand raised during 2009-10
leading to accumulation of huge arrears. The Supreme Court observed that
Assam Specified Land Act, 1990 is also applicable in case of crude oil and
natural gas. Hence, the Department assessed and raised demands during
2009-10 leading to accumulation of huge arrears of revenue.

Assessee profile

The total number of assessees under the AVAT Act during the year 2009-10
was 1,06,925, The Department/Commissionerate did not maintain records
classifying dealers as large tax payers and small dealers separately. The
Department/Commissionerate also did not ascertain the number of dealers
required to file return and number of returns received during the year.

Cost of revenue per assessee

The cost of revenue on taxes on sales tax, trades etc. per assessee for the years
2005-06 to 2009-10 ranged between ¥ 2.27 lakh to ¥ 3.47 lakh as shown
below:

Mumber of assessees Hevenue collected
2005-06 CR83 T2 2.568.41 0.03
2006-07 1,02,197 2,783.24 0.03
200708 L1827 269143 0.2
2008-09 89,630 3,110.58 0.03
2009-10 106925 3,535.26 0.03

Arrears in assessment

The details of pending assessment cases at the beginning of the year, cases
becoming due for assessment during the year, cases finalised during the year
and number of cases pending as of March 2010 as furnished by the
Department are mentioned in the following table:

In number
MName of Acts Cpening Cases l'otal Cases Balance as
balance as  added for  assessment disposed an

on 1 April  assessment  due during during 31 March
2oy during the vear =10 LT
2009-11 2009-10

709 | 10,129 | 18,228

APTCRET', 1947 38854 42486 | 81340 | 51223 | 30117
: 830 1,556 2386 620 1,766

' Assam Professional, Trades, Callings and Employment Taxation.
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Thus, the Department could complete assessment of only 57 per cent of the
total cases due for assessment during 2009-10.

Cost of collection

The gross collection of Sales Tax/VAT, expenditure incurred on collection
and the percentage of such expenditure to gross collection during the years
2005-06 to 2008-09 along with the relevant all India average percentage of
expenditure on collection to gross collections are mentioned below:

Caross Expenditure on Percentage of Al Imdia averape
collection collection expenditure to percentage of
oriss collection { '-.[ll_'r'u_‘lll e (T

collection

Thus, percentage of expenditure on gross collection in respect of the last three
years was higher than the all India average cost of collection.

The Government needs to take appropriate steps to bring down the cost
of collection.

Impact of andit

During 2004-05 to 2008-09, we through our inspection reports (IRs) had
pointed out non/short levy, non/short realisation, underassessment/loss of
revenue, incorrect exemption, concealment/suppression of turnover,
application of incorrect rate of tax, incorrect computation etc., with
revenue implication of T 366 crore in 1,111 paragraphs. Of these, the DDOs/
department had accepted audit observation in 100 paragraphs involving ¥ 6.14
crore and had since recovered ¥ 1.02 crore. The details are shown in the table
below:

Yoear of Mk, 0 Aot objected vmound aecepied vimount recovere
Inspection umnits Mo, of Lot M of Smopmni Mo of Smount

[ LT ]
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Though the department accepted 100 cases involving ¥ 6.14 crore against
1,111 cases featured in the IRs, it could recover ¥ 1.02 crore only which was
16.61 per cent of the total accepted amount.

We recommend that the Department may take immediate action to install
a mechanism to pursue and monitor prompt recovery involved in
accepted cases.

2.10 Working of internal audit wing

The Finance Department, Government of Assam put in place an Internal Audit
Wing (IAW) within the Department in 1988, sanctioning and deploying eight
Internal Auditors in the office of the Commissioner of Taxes. The strength
was reduced (January 2009) to one, as a result of which during 2009-10 only
11 unit offices could be audited by the sole Internal Auditor, Thus, the very
objective of IAW to function as a tool of internal control mechanism in the
Department was defeated.

2.11 Results of audit

Owr test check of the records of 120 units relating to Sales Tax/VAT revealed
underassessment of tax and other irregularities involving ¥ 86.35 crore in 237
cases which fall under the following categories:

Number of cases

During the course of the year, the Department accepted underassessment and
other deficiencies of ¥ 1.50 crore in 85 cases, of which 4 cases involving
T 4 lakh were pointed out by us during the year 2009-10 and the rest in earlier
years. An amount of ¥ 1.50 crore was realised in 85 cases during the year
2009-10.

A few illustrative cases involving T 45.67 crore are mentioned in the following
paragraphs.
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Audit observations

Our scrutiny of records of sales tax/value added tax(VAT) in the Taxation
Department revealed several cases of non-observance of provisions of
Acts/Rules/departmental orders and other cases as mentioned in the
succeeding paragraphs. These cases are illustrative and are based on a test
check carried out by us. Such omissions on the part of assessing officers (A0)
are pointed out in audit each year, but not only do the irregularities persist;
these remain undetected till we conduct an audit. There is need for the
Government to improve the internal control system including strengthening of
internal audit so that such omissions can be detected, corrected and avoided,

2.13 Non-observance of provisions of Acts/Rules

As per the provisions of the Assam General Sales Tax (AGST) Act, 1993, the
AOQ while finalising the assessment of a dealer has to observe the relevant
provisions of the Act and Rules and verify the records submitted by the dealer
as mentioned below:

i Complete the assessment within the period of limitation;

ii Levy tax/interest as per prescribed rate;

iii Adjust tax on the basis of evidence such as challans, cheques etc;

iv Utilisation statement of declaration form;

v Audited accounts of the dealer;

vi Authorisation certificate while allowing exemption to an industrial
unit; and

vii Other ancillary records as required.

We observed that the AOs while finalising assessments did not follow some of
the provisions of Act and Rules and verify records resulting in non/short levy
of tax as shown in paragraphs 2.13.1 to 2.13.17.
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2.13.1 Incorrect grant of exemption of export

[Assistant Commissioner of Taxes (ACT), Guwahati, Unit-A, Superintendent
of Taxes (ST), Morigaon and Naharkatia; July 2008 and June 2009]

2.13.1.1 We observed that
the AO, while finalising the
assessment of M/s Hindustan
Paper Corporation for the
year 2002-03 in March 2008,
allowed exemption from
payment of tax on a turnover
of ¥ 10.35 crore on the basis
of export documents and
Form H against submission
of 15 bills of lading for T
1.78 crore . The assessee did
not submit any bill of lading
or other evidence of export
(except Form H) for the
remaining  export  sales
valued at T 8.57 crore. This
irregular  allowance  of
exemption of T B.57 crore
resulted in short levy of tax
of ¥ 2,10 crore including
interest of T 1.24 crore.

After we pointed out this, the
Department stated (March
2010) that the assessee
furnished ARE-I° amounting
to ¥ 8.56 crore and the goods
were actually exported and hence question of irregular exemption of export
did not arise, The reply of the ST was not acceptable as we could not ascertain
the veracity of claim of export as part B of the ARE-1 relating to ‘Certification
by Customs Officer” had neither been filled up nor signed by the customs
officer.

2.13.1.2 The AO, while finalising the assessment of M/s Assam Tea
Brokers in March 2008 for 2004-05 on best judgment basis, allowed the dealer
deduction of T 7.20 crore being export sales during the year. Since the
assessment was completed on best judgment basis, exemption allowed on
account of export sales without export documents was irregular. The AO even
did not obtain the report of the area Inspector’ of Taxes. This resulted in short
levy of tax of T 72 lakh and interest of T 79.17 lakh.

2.13,1.3  While finalising the assessment of M/s Seal Kotee Tea Estate in
March 2008 for the year 2004-05, the AO exempted turnover of ¥ 34.85 lakh

Application for removal of goods for export,
Area Inspector is to gather information on the dealer’s business and report it to the

assessing officer.
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from payment of tax on the ground of export. However, no evidence of export
of goods such as air consignment note and bill of lading was furnished. Thus,
irregular grant of exemption of turnover of ¥ 34.85 lakh resulted in non-levy
of tax of ¥ 7.40 lakh including interest of ¥ 3.91 lakh.

After we pointed this out, the Department stated (March 2010) that the dealer
submitted certificate of export in Form VII and as such exemption was correct.
The reply of the Department was not acceptable as no evidence of export of
goods was on record.

We reported the cases to the Department/Government between October 2008
and October 2009; we are yet to receive their comments/replies (November
2010).

Excess allowance of tax exemption to an industrial unit

[ACT, Guwahati, Unit-A; July-August 2008]

We observed that the
AQO, while finalising
the assessments of M/s
Eminent Health Care
and Cosmetic Pvt. Ltd.
{industrial unit)
between January 2004
and May 2008 for the
years 2001-02 to 2004-
05, allowed exemption
from payment of tax of
T 1.B5 crore against
the maximum limit of
T 1.22 crore ie. 150
per cent of the capital
investment of ¥ 8§l
lakh. This resulted in
excess allowance of
tax exemption of T 63
lakh. In addition,
interest of ¥ 79 lakh
was also leviable.

We reported the case
to the Department/
Government in
October 2008; we have

not received their replies (November 2010).
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2.13.3 Short levy of interest

[ACsT, Guwahati Unit-A and Tezpur; May 2007 and August 2008]

2.13.3.1 Six Guwahati and Tezpur
\ based dealers’ failed to pay the full
amount of the tax payable by them for
the years from 2000-01 to 2004-05.
The AOs while completing the
assessments between May 2005 and
March 2008, assessed and levied
interest of ¥ 5.25 lakh against leviable
interest of ¥ 30.39 lakh resulting in
short levy of interest of ¥ 25.14 lakh.

~ =" After we pointed this out, the AO,
Tezpur stated (October Eﬂlﬁ) that interest of ¥ 1.18 lakh in respect of one
dealer (M/s Guru Bastrayalaya) had been levied. We are yet to receive the
report on realisation of the amount and replies in the remaining cases
(November 2010).

2.13.3.2 The AO, Tezpur while completing the assessment of M/s T & |
Limited in May 2006 for the year 2002-03 levied interest of ¥ 2.10 lakh
against T 9.03 lakh leviable for delayed payment of tax. This resulted in short
levy of interest of ¥ 6.93 lakh.

After we pointed this out, the AO stated (February 2010) that interest of
T 6.93 lakh was under process of realisation through Bakijai’ process. He,
however, did not explain as to why the full amount of interest could not be

levied at the time of assessment, We have not yet received the report of
realisation of the amount (November 2010).

We reported the cases to the Department/Government between August 2007
and Octaber 2008 ; we are yet to receive their replies (November 2010).

* (1) M/s Guru Bastrayalaya, (2) M/s 10C Ltd, (3) M/s Indrajit Mehta Constructions (P) Lid,
{4) M/s Pragati Enterprise, (5) M/s Surgico and (6} M/s Zuventus Health Care Pvt. Ltd.
A process of recovery through Recovery Officers of Taxation Department.
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2.13.4 Concealment of turnover

[ACT, Tezpur; April and May 2007]

We observed that the AOQO, while
finalising the assessment of M/s S.K.
Automobile in May 2006 for the year
2004-05, determined turnover at
T428 crore (X 3.70 crore under
AGST Act and T 0.58 crore under
CST Act). The utilisation statement of
the delivery note submitted by the
dealer for the year 2004-05, however,
showed that the dealer had actually
received goods valued at T 6.40 crore
against ¥ 4.44 crore disclosed by the
dealer in the audited accounts as well
as in the annual return. Thus, the
dealer concealed minimum turnover
of ¥ 1.96 crore which escaped the
notice of the AO resulting in short
levy of tax of ¥ 25.81 lakh including

interest of T 8.60 lakh.

After we pointed this out, the Department stated (September 2010) that
assessment was revised on the concealed turnover of ¥ 1.96 crore and the
dealer paid demand of ¥ 22.78 lakh and penalty of ¥ 10,000. The Department
did not, however, explain the reason (s) for non-realisation of tax and interest
of ¥ 3.03 lakh (November 2010).

We reported the case to the Government in August 2007, we are yet to receive
their reply (November 2010).

2.13.5 Incorrect allowance of exemption/concession asainst Form

-1
[ACT, Tezpur; May-June 2007]

M/s Rikhab Chand
Sohanlal Lid
claimed exemption
of T 4.63 crore and
T 3.47 crore for
the years 2002-03
and 2003-04
respectively  and
M/is T&l Lid
claimed exemption
of ¥ 18.40 lakh for
the year 2002-03
against transfer of
documents during
interstate sales.
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The AO accepted the claims while finalising the assessments between May
2006 and September 2006. The exemptions were irregular as the subsequent
purchasers placed the orders for purchase of goods prior to putting the goods
in transit. The incorrect exemption of turnover of T 8.28 crore resulted in short
levy of tax of T 62.17 lakh including interest of T 29.09 lakh.

After we pointed this out, the Department in one case (M/s T & I Ltd.) stated
(February 2010) that realisation had been initiated through Bakijai process.
We have not received the reply of the second case (November 2010).

We reported the cases of incorrect/irregular exemption and resultant short levy
of tax and interest to the Government in August 2007; we are yet to receive
the reply (November 2010).

2.13.6 Turnover escaping assessment

[ACST, Tezpur, Guwahati, Unit-A, Nagaon and Sivsagar; April 2007 and
October 2008]
' 2.13.6.1 We observed
\ that the AOs, while
completing the assessments
of five dealers® determined
taxable turnover at ¥ 34.98
crore, The records/
documents like Form C,
Form F, sales journal of
interstate  sale, audited
accounts ete, available in the
case records/unit offices,

~"  however, showed that the
dealers transferred stock/sold goods valued at ¥ 39.05 crore. Thus, turnover of
T 4.07 crore escaped assessment. This resulted in short levy of tax of ¥ 95.32
lakh including interest of ¥ 51.65 lakh as mentioned below:

Mame of the  Assessment Mature of irrepularities [urnover Tax
Linit year escaped Interest Fax and
M, of manth assessment interest
involved

& (1) M/s Castrol India Ltd, (2) M/s Lafarge India Pvt. Ltd, (3) M/s Kanu T.E, (4) M/s Pawan
Industries and (5) M/s R.K. Supply Agency.
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After we pointed this out, the Department stated (February 2010) in one case
{51. No. 3) that notice had been issued for reassessment of the dealer. The
department neither intimated further developments in this case nor furnished
replies in respect of the remaining four cases (November 2010).

2.13.6.2 The AO, while finalising the assessment of M/s Shree Khatuwala
Re-Rolling Mills Pvt. Ltd in January 2007 for the year 2004-05, determined
turnover of T 11.30 crore including a concealed turnover of ¥ 1.76 crore. We
found from a letter dated 5 January 2005 of the Commissioner of Taxes (CT),
Assam that the dealer had actually concealed turnover of ¥ 2.31 crore taxable
at the rate of four per cent. Thus, turnover of ¥ 55 lakh escaped assessment.
The AO did not indicate any reason in the assessment order as to why the total
concealed turnover was not brought to assessment. This escapement of
turnover of ¥ 55 lakh resulted in short levy of tax of ¥ 4.05 lakh including
interest of T1.87 lakh.

We reported the cases to the Department/Government between July 2007 and
December 2008; we have not received their replies (November 2010).

2.13.7

Excess deduction of labour charees

[ACT, Tezpur; September 2008]

The AO, while finalising the
assessment of M/s Gammon
India Ltd., in July 2007 for the
assessment  vear  2004-03
deducted labour and other
charges for ¥ 9.96 crore from
the total turnover of ¥ 18.51
crore (excluding wvalue of
declared goods) considering the
claim of the dealer as
unreasonably high. Since the
claim of labour and other
charges of the dealer was
considered as unreasonably
high and the same reduced
according to the best of the
AO’s judgment, the deduction
was to be restricted to ¥ 4.63 crore (maximum prescribed limit of 25 per cent
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as specified in the Act). Thus, allowance of excess deduction of ¥ 5.33 crore
resulted in short levy of tax of ¥ 77.65 lakh.

After we pointed this out, the ACT, Tezpur stated (March 2010) that the claim
for deduction towards labour and other charges was optional provided these
were supported by true and proper accounts and statements such as attendance
register, pay roll, PF statements etc., when those deductions were incidental to
execution of works contract and the prescribed authority after verification of
aforesaid books of accounts reduced the inadmissible claim for deduction. The
reply of the department was not acceptable as the assessment order was silent
about maintenance of such documents by the dealer. The AO reduced the
claim observing that the dealer made a higher claim of labour and other
charges, without specifying any particular inadmissible claim. Since the AO
did not consider the accounts of the dealer as true and proper, deductions were
to be restricted to maximum 25 per cent prescribed in schedule VI of the Act.

We reported the case to the Department/Government in December 2008; we
are vet to receive their replies (November 2010).

2.13.8 Incorrect erant of concession/exemption against Form A

[ACsT, Nagaon and Tezpur; July and September 2008]

The AOs, while
finalising the
assessments of five
dealers’ between
March 2007 and
March 2008
incorrectly  allowed
concession/exemption
on turnover of
T 036 crore which
resulted in short/non-
levy of tax of ¥ 85 lakh
as detailed in the
following table:

7 (1) M/s Assam Cement, {2) M/s Rikhab Chand Sohanlal Ltd., (3) M/s R.K. Supply Agency,
{4) M/s R. J and Sons and (5) M/s Vikash Enterprise.
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x loat
l'urnioyver vature ol irregularities

After we pointed this out, the Department in one case (M/s R.J & Sons under
ACT, Nagaon at 81. No. | above), stated (September 2010) that the whole
transaction was carried out against a single supply order. The reply of the
Department is not tenable as Rule 19 (b) prescribes that no single declaration
in Form A shall cover more than one transaction of sale except in case where
the total amount of sale made in a financial year is equal to or less than
% one lakh.

We reported the cases to the Department/Government between October and
December 2008; we are yet to receive their replies (November 2010).

2.13.9  Incorrect allowance of taxable goods as exempted goods

[ACT, Guwahati, Unit A; July-August 2008]

The AO, while finalising (between
December 2006 and February 2008)
the assessments of two registered
dealers dealing in agro chemicals
(items taxable under Schedule-II) for
the years 2003-04, 2004-05 and 2005-
06 (April 20035), allowed exemption of
T 152 crore under Schedule-I
(applicable for exempted goods) of the
AGST Act. Since the dealers deal in chemicals, they were not eligible to get
exemption under Schedule-I and tax should have been levied on them at the
prescribed rate under Schedule-Il. Incorrect allowance of exemption resulted
in non-levy of tax of ¥ 14.20 lakh including interest of ¥ 7.52 lakh.

After we pointed out the mistake, the AO stated in July 2009 that the
assessments had been revised and demand notices issued. We are yet to
receive a report on realisation of the tax amount (November 2010).
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We reported the cases to the Department/Government in October 2008; we
have not received their replies (November 2010).

2.13.10 Non-deduction of tax at source

[Divisional Forest Officer (DFO), Kamrup East Division, Guwahati;
September 2009]

The DFO paid ¥ 1.05 crore
to nine contractors in
February 2009 for civil
works without deducting/
realising VAT of T 4.20
lakh from their bills in
contravention to  the
provisions of the Act. As
such, the DFO was liable
to pay/deposit interest of
T 1.32 lakh and penalty
not exceeding T 8.40 lakh
in addition to the tax of
¥420 lakh (including
interest of T 1.32 lakh).

We brought the case to the
notice of the department/
Government in November
2009; we are yet to receive
their replies (November 2010).

2.13.11 Short levy of tax

[ST, Kabaitary Check Post, Bongaigaon; September 2009]

We found that the AQ finalised the
assessment of M/s Ram Vinimoy Coal
Pvt. Ltd. for the assessment vyears
2006-07 and 2007-08 and levied tax on
sale of coal valued at ¥ 3.08 crore against
purchase of ¥ 12.26 crore as per
assessment orders after deduction of
interstate sale of coal for ¥ 2.13 crore out
of the above purchase. No proof in
support of purchase of coal from outside
the State of Assam was available in the
case records. Thus, the exemption
allowed on purchase of coal valued at
¥ 7.05 crore was irregular and resulted in
short levy of tax of ¥ 39.99 lakh

including interest of ¥ 11.79 lakh.
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After we pointed this out, the Department stated (September 2010) that action
was being initiated to levy tax. We are yet to receive intimation regarding
realisation of tax (November 2010).

We have reported the case of wrong determination of turnover and resultant

short levy of tax to the Government in September 2009; we are yet to receive
their replies (November 2010).

2.13.12 Application of incorrect rate of tax

[ST, Dhemaji; June 2007]

The AO, while finalising the assessment of
a works contractor M/s Anil Baruah, for the
assessment years 2002-03 and 2003-04 in
January 2004 and February 2005
respectively levied tax at the rate of four
per cent instead of the leviable rate of eight
L | per cent. This resulted in short levy of tax

J of T 13.51 lakh including interest of ¥ 8.07
lakh.

After we pointed out the mistake, the AO stated in May 2009 that the case was
referred to the Deputy Commissioner of Taxes, Tezpur for suo-moto revision.

We are yet to receive a communication on further developments in the case
(November 2010).

We brought the case to the notice of the Department/Government in August
2007; we have not received their comments (November 2010).

2.13.13 Incorrect grant of concessional rate of tax asainst Form B

[ACT, Guwahati, Unit A; July-August 2008]

The AO, while finalisin

the assessment of four

registered dealers for the
years 2004-05 and 2005-
06 (April 2005), levied
tax at the concessional
rate of four per cent on
the taxable turnover of
T 9.84 crore on account
of sales to Government
Department against Form
B. The monthly returns
submitted by the dealers,
however, disclosed that
the turnover for the
month of April 2004 was
¥ 2.03 lakh only and the

¥ (1) M/s Kamakhya Plastic (P) Ltd, (2) M/s Mahalakshmi Udyog (P) Ltd., (3) M/s North
East Chemical Corporation and {4) M/s Universal Pipes (P} Ltd.
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balance turnover of ¥ 9.82 crore pertained to the period bevond April 2004 and
was thus inadmissible for concessional rate of tax. This resulted in short levy
of tax of T 1.74 crore including interest of T 91 lakh.

After we pointed out the mistake, the AO stated in November 2009 that the
assessments in two cases had been revised and additional demand of T 6.46
lakh raised. The AO, however, did not explain the reason for non-levy of tax
at the prescribed rate at the time of assessment. We are yet to receive the
report on realisation of these two cases and replies in respect of other two
cases (November 2010).

We brought the mistake to the notice of Department/Government in December
2008; we are vet to receive their comments/replies (November 2010).

2.13.14 Evasion of tax

[ACT, Tezpur; Augusi—September 2008]

We observed that the AO did
not take any initiative to
assess a dealer, M/s National
Trading Company, for the
years 2002-03 to 2004-05
within the period of limitation
of three years. The dealer
submitted the annual return
for the wear 2003-04 and
disclosed gross turnover of
T 3.78 lakh only in the annual
return. We found after cross
checking with the records of
M/s J1J Automotive Ltd.,
(registered under Guwahati
Unit A Office) that the dealer
(M/s Mational Trading
Company) purchased motor
parts for ¥ 73.76 lakh between
11 April 2003 and 31 March
2004  from M/ L
Automotive Ltd. by utilising
two Form A” which the dealer did not disclose in his return and also did not
pay tax. Thus, the dealer evaded tax of T 7.55 lakh including interest of T 4.60
lakh by suppressing taxable purchase of ¥ 73.76 lakh. Besides, penalty of
T 4.42 lakh was also leviable.

After we pointed this out, the Department stated (October 2010) that
assessment was revised and demand notice of ¥ 9.07 lakh including penalty of
T one lakh was issued. The dealer, however, paid T 4.60 lakh. We are yet to
receive the report on realisation of the balance amount.

* By utilising declaration Form A, a registered dealer can purchase taxable goods without
payment of tax within the State of Assam. The dealer is however required to pay the tax on
subsequent sale of goods.
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We reported the matter to the Government in December 2008; we have not
received their comments (November 2010).

2.13.15 Incorrect erant of deduction

[ACT, Nagaon; July- August 2008]

2.13.15.1 The AO, while
\ finalising the assessment of a works
| contractor, M/s J. D. Construction, for
the year 2001-02 in March 2005
allowed deduction of T 4.45 crore
including tax paid goods of ¥ 55.98
lakh from the gross turnover of ¥ 5.92
crore, Deduction of turnover of
T 55.98 lakh relating to tax paid goods
was not correct and resulted in short
levy of tax of ¥ 12.33 lakh including
interest of ¥ 7.40 lakh.

| 2.13.152 The AO, completed the
: assessment of a works contractor, M/s

' = R.C. Construction, for the year 2001-
02 in Ju]}r 2006 and allowed deduction of ¥ 18.67 lakh from the turnover of
¥ 86.05 lakh as value of declared goods. The deduction allowed included
purchase of cement valued at ¥ 18.65 lakh by the dealer. Since cement is not a
declared goods, the deduction allowed was incorrect and resulted in short levy
of tax of ¥ 4.62 lakh including interest of ¥ 2.98 lakh.

We reported the matter to the Department/Government in October 2008; we
are yet to receive their comments/replies (November 2010).

2.13.16 Non-realisation of tax/Incorrect adjustment of fax

deducted at source

[ACT, Nagaon; September 2008]

The AO, while finalising
the assessment of M/s
Indrajit Mehta Construction
Pvt. Ltd. in April 2007 for
the vyears 2004-05 and
2005-06 (April  2005),
incorrectly adjusted ¥ 17.34
lakh against tax payable of
T 17.03 lakh on the basis of
tax deduction certificate
submitted by the dealer. Treasury challan or bank scroll in support of deposit
of tax were not available in the case records. This resulted in short demand of
tax of ¥ 17.34 lakh due to incorrect adjustment of the tax deducted at source.

We reported the case to the Department/Government in December 2008; we
are yet to receive their comments/replies (November 2010).
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2.13.17 Incorrect erant of deduction
[ACT, Guwahati Unit A; July-August 2008]

The AO, while determining the net
taxable turnover of a dealer M/s
Masanto India Ltd. for the year 2004-
05 in May 2007, allowed deduction of
tax of ¥ 37.88 lakh from the turnover
of ¥ 4.17 crore towards element of tax.
As the stock transfer of goods did not
contain tax element, deduction allowed
towards element of tax from the gross
turnover to arrive at the net taxable
turnover was incorrect, This resulted in
short levy of tax of ¥ 7.95 lakh
including interest of ¥ 4.16 lakh.

After we pointed this out, the ACT stated in November 2009 that the
assessment was revised and demand notice was issued. However, the dealer
being aggrieved filed an appeal against the assessment order. We are vet to
receive a report on further developments in the case (November 2010).

We reported the case to the Department/Government in October 2008; we are
yet to receive their replies (November 2010).

2.14 Non-compliance of departmental orders

The CT, Assam vide circulars dated 25 March 1999 and 6 May 1999 instructed
the AOs to cross verify central sales tax declaration forms submitted by the
dealers specially of North Eastern States and to verify the transactions made
under stock transfer for arresting evasion of taxes and curbing malpractice of
evasion of central sales tax respectively, Failure of the AOs to act upon the
circulars issued by the CT, Assam resulted in short levy of tax/incorrect grant
of exemption as shown in the succeeding paragraphs 2.14.1 and 2.14.2.
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2.14.1 Irregular grant of exemption

[ACST, Dibrugarh, Nagaon, Tezpur & Tinsukia and ST, Doomdooma, Digboi,
Naharkatia & Morigaon; May 2007 and September 2009]

The AOs, while assessing 190
cases under eight unit offices
for the years from 2002-03 to
2005-06 between March 2006
and January 2009, allowed
irregular exemption on account
of branch transfer of goods
valued at ¥ 152.18 crore
resulting in non-levy of tax
amounting to ¥ 30.65 crore
including interest of ¥ 17.34
crore as detailed below:

), -1 (inclnding
“Sumber af i i interest)
il .|||_'I %
fx

(1) M/s Adabari T.E, (2) M/s Bhowani Tea Industries, (3) M/s Bogapani T.E, (4) M/s
Dehing T.E, () M/s Deomali T.E, (6) M/s Dirok T.E, (7) M/s Empire of Singlo Tea Ltd.,
(8) M/s Gangotri Tea Industries, (9) M/s Hatimora T.E, (10) M/s Hindustan Paper
Corporation Ltd, (11) M/s Margherita T.E, (12) M/s Namdong T.E, (13) M/s Pawan
Industries, (14) M/s Rossel Industries Ltd, (15) M/s Shanti T.E, (16) M/s Shaym Sundar
Tea Company (P) Ltd, (17) M/s Seal Kote T.E, (18) M/s Tata Tea Ltd. and (19) M/s

Tipuk T.E.
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After we pointed this out, the department stated (between January and March
2010} in six cases (out of 14 cases at S1. No. 1 of table above) that it was a
technical mistake. The reply was not acceptable since as per provision of CST
Act, one Form F should cover the transactions of one calendar month. In
another case of M/s Russel T.E. (Sl. No. 4 of table), the AO Tinsukia
reassessed the dealer. The dealer, however, filed a revision petition to the CT,
Assam. We are yet to receive the latest position of the case (November 2010).

We reported the cases to the Government between August 2007 and
November 2009; we are yet to receive the replies (November 2010).

2.14.2  Incorrect grant of concessional rate of tax
[ACST, Guwahati Unit A & Tezpur and ST, Doomduma, Digboi & Kabaitary
Check Post, Bongaigaon, March 2007 and September 2008]

2.14.2.1 M/s Castrol
India Ltd, M/s Indian
Oil Corporation Ltd.,
and M/s Samsung
India Electromics Ltd
were assessed to tax
for the years 2001-02
to 2005-06 in
November 2006 and
September 2007 at the
concessional rate of
four per cent on a
turnover of ¥ 250.51
crore. We found from
the case records that
interstate sales
amounting to ¥ 8.24
crore were supported
by declarations in
Form C which were
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declared invalid by the Government of Nagaland. Thus, failure of the AOs to
take note of the circular of the CT, Assam in this regard while finalising the
assessments resulted in irregular allowance of concessional rate on the
turnover covered by invalid declaration forms and short levy of tax of ¥ 1.65
crore including interest of ¥ 94.17 lakh,

2.14.2.2 While finalising the assessments of nine dealers'', the AOs
irregularly allowed concessional rate of tax on interstate sales valued at
¥ 10.01 crore as detailed in the table below. This resulted in short levy of tax
amounting to ¥ 1.47 crore including interest of T 71.65 lakh.

Name of the Unit Period of Assessed Sature of irregularities \monnt
Mo of dealers assessment between ol tanx

{including

interest)

We brought the cases to the notice of the Department/Government between
August 2007 and December 2008; we are yet to receive their comments/
replies (November 2010).

"' (1) M/s Ambika Electric Stores, (2) M/s Anjali Tea Company, (3) M/s Gastetner India Ltd,
{4) M/s Indian Oil (Marketing Division) Ltd, () M/s Ledo T.E, (6) M/s N.L. Enterprise,
(7) M/s Pfizer Ltd, (8) M/s R.K. Corporate and (9) M/s Samsung India Electronics Ltd.
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Tax administration

In Assam all excisable items such as beer, country spirit, extra neutral alcohol
(ENA) and other spirits are imported from outside the State, India made
foreign liquor (IMFL) is manufactured and bottled in the State and also
imported from outside the State. The import of such goods is regulated
according to the provision of the Assam Excise (AE) Act, 1910 and the Assam
Excise Rules (AER), 1945, and various administrative orders issued from time
to time. The Assam Bonded Warehouse Rules, 1965, (ABW Rules) regulate
the establishment and working of bonded warehouses. The administration of
the Excise Duties/Receipts has been vested with the Excise Department. The
Commissioner of Excise is the head of the Department and he has been
authorised to collect the excise duties/receipts for the State.

Analysis of budget preparation

As per the provisions of the Assam Budget Manual, the estimates of revenue
and receipts should show the amount expected to be actually realised within
the year, arrears for previous years and advance collections for the coming
year. In estimating fixed revenue, the calculations should be based upon the
actual demand including arrears due for past years and the probability of its
realisation during the year. According to the provision of the Assam Financial
Rules, the Finance Department is required to prepare the estimates of revenue
on obtaining necessary information/data from the respective Department/
Government.

The Government of Assam, Excise Department stated (July 2010) that the
budget estimates of revenue were prepared by enhancing 10 per cent on the
previous year's collection. But the table below does not justify the statement
of the Government. This indicated that neither the provisions of the Budget
Manual nor any scientific basis was adopted while preparing the estimates of

revenue.

Trend of receipts

Actual receipts from State Excise during the last five years 2005-06 to
2009-10 along with total tax receipts during the same period is exhibited in the
following table, graphs and pie chart,

Yoear Budoet Aetual Variation Percentage lT'otal tax Percentace of
estimate  receipts excess () of receipts of actual receipts
ol ihortfall (=) variation the State vis-a-vis total

Excise X receipty

=) 1195

200910 | 23590 23909 329 | 1 | a9sen o
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6000
< 000 /‘__,_1— e Total tax receipts
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£ 3000 #— Actual receipts
§ 2000
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T 239.19 crore

¥ 4986.72 crore

0 State Excise recelpts B Total tax recalipts

Cost of collection

The gross collection of excise duty, expenditure incurred on collection and the
percentage of such expenditure to gross collection during the years 2005-06 to
2008-09 along with the relevant all India average percentage of expenditure on
collection to gross collection is mentioned below.

Giross Expenditure Percentase of All India averave
collection on collection expenditure to percentage of

gross collection expenditure on
el |.|; clhion
lof4l 71.76 5 267
“3006-07 74.88 9.70 6 330
2007-08 188,71 10.37 6 327
200809 | 19868 62 6 366

Thus, the percentage to gross collection in all the four years (2005-06 to
2008-09) was significantly higher than the All India average percentage of
expenditure on collection.

We recommend that the Government take appropriate steps to reduce the
cost of collection.

Impact of audit

During the period 2004-05 to 2008-09, we through our inspection reports
(IRs) had pointed out non/short realisation of establishment charge/excise
duty, non-payment of licence fee and other irregularities with revenue
implication of ¥ 16.01 crore in 241 cases. Of these, the DD(Os/Department had
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accepted audit observations in 14 cases involving ¥ 36 lakh and had since
recovered ¥ five lakh. The details are shown in the following table.

Year ol Nit ol v nt abjected Linnint accepted L nt recoyered
Inspection ity Mol LG Mo, ol Yot M of Amouni

audited Cis CaAses CASCS

The recovery made (except 2005-06) against the paragraphs accepted could
not be ascertained mainly because of non-receipt of replies from the
Department/Government.

Workine of internal audit wing

The Finance Department, Government of Assam had neither put in place an
Internal Audit Wing for the Excise Department nor did the Excise Department
engage some other body like the Director of Local Audit for internal audit of
the records/accounts of the Department. This indicated a serious deficiency in
the internal control mechanism of the Government.

Results of audit

DOur test check of the records of 11 units of State Excise Department,
conducted during the year 2009-10 revealed non/short realisation of
establishment charges, non-payment of licence fee, loss due to warehouse
going dry, non/short realisation of excise duty etc., amounting to ¥ 5.32 crore
in 76 cases which fall under the following categories:

Sumber of cases

During the course of the year, the Department accepted non/short realisation
of establishment charges/excise duty and other deficiencies of ¥ 1.48 crore in
18 cases, of which five cases involving ¥ 11 lakh were pointed out by us
during the year 2009-10 and the rest in earlier years. An amount of ¥ 1.27
crore was realised in 16 cases during the year 2009-10.

A few illustrative audit observations involving ¥ 76.73 lakh are mentioned in
the following paragraphs.
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Audit observations

Our scrutiny of records of the State Excise Depariment revealed several cases
of non-observation of the provisions of Acts/Rules/departmental orders as
mentioned in the succeeding paragraphs. These cases are illustrative and are
based on test checks carvied owt by us. Such omissions on the part of the
departmental officers are pointed out by us each year, but not only do the
irregularities persist; these remain undetected till we conduct an audit. There
is need for the Government to improve the internal control system including
establishing an internal audit wing.

Non-levy of excise duty for short lifting of rectified spirit

[Superintendent of Excise (SE), Jorhat and Tinsukia; February and March
2009]

We observed that two
licensees, M/s  Jorhat
Rectified Spirit Warehouse
and M/s Rangpur Trading
Company  Ltd., were
permitted (June 2008 and
November 2008) to lift two
lakh bulk litre (BL') and
one lakh BL of rectified
spirit by September 2008
and March 2009
respectively. We found that
the licensees together lifted
only 1.80 lakh BL rectified
spirit and did not furnish
NECs for non-lifting the
balance 1.20 lakh BL of
spirit within the specified
period of 15 days. The
Department did not raise demand for recovering the excise duty of ¥ 39.70
lakh? from the licensees.

After we pointed out the mistake, the SE, Tinsukia furnished a copy of the
NEC in respect of M/s Rangpur Trading Company Ltd. for non-supply of
60,000 BL of rectified spirit. The NEC was not acceptable as it was not
countersigned by the concerned SE. We are yet to receive further replies of the
SE, Tinsukia while the SE, Jorhat has not given any specific reply (November
2010).

We reported the matter to the Department/Government in May 2009; we are
yet to receive their comments/replies (November 2010).

' | BL = 1.654 LPL (Rate of duty = ¥ 20 per LPL).
% 1.20 lakh BL x 1.654 LPL x ¥ 20 per LPL =¥ 39.70 lakh.
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.10 MNon-realisation of licence fee
[SE, Diphu and Kamrup; April and July 2009]

Four’ licensees of
wholesale bonded
warehouse and  seven®
foreign liquor “Off" and
‘On’ licences’ holders did
not pay licence renewal fee
for the wyears between
2005-06 and 2009-10. The
CE did not take any action
to close their shops or to
cancel their licences. In
contravention of the
provisions of the AER, the
CE allowed these licensees

; to function by issuing
permits regularly without realisation of the licence fee of ¥ 16.10 lakh due
from them.

After we pointed this out, the SE, Diphu stated (July 2009) that demand would
be raised for recovery of the renewal fees. The reply was, however, silent
regarding the reasons for inaction till this was pointed out in audit. We are yet
to receive replies in the remaining cases (November 2010).

We reported the matter to the Department/Government in September-October
2009; we are yet to receive their replies (November 2010).

* (i) M/s Himalaya Distilleries Pvt. Ltd., Guwahati, (i) M/s N.K. Bonded Warehouse, Diphu,
{(i1i) M's Seven Sisters Bonded Warehouse, Guwahati and {iv) M/s SKOL Breweries Lid,
Bonded Warchouse, Guwahati,

* (i) M/s ENRG Bar-cum-Restaurant, Gorchuk, (i) M/s Greenwood, Sri Siddharta Sarkar,
(11i) M/z Jiban Baruah, Guwahati, (iv) M/s N M Wineshop, Amban, (v} M/s N P Wineshop,
Ratul Choudhury, Lalmati, (vi) M/s Red Rench “A”™ Plus Bar, Getika Baruah Changkati,
Amirigog and (vii) M/s Sudhir Krishna Mahanta, Guwahati.

* Off & On licence: “Off"-Licence for retail sale of foreign liquor to the public for
consumption ‘off” the premises and “On™- Licence for sale of foreign liquor to the public for
consumption ‘on’ the premises except in hotels, restaurants, theatres, cinemas or other

permanent places of amusement.
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Non-realisation of establishment charges/availability fees

[SE, Silchar and Jorhat; February and March 2009]

Two’ distilleries and
two" bonded
warchouses did not
pay the availability
fees of T 9.09 lakh
due for the period
between  January
2008 and January
2009 for the excise
officials engaged in
their  warehouses/
distilleries. The
concerned SEs also
did not issue demand notices to the defaulters for payment of availability fees.

We reported the matter to the Department/Government in May 2009; we are
yet to receive their comments/replies (November 2010).

Non-realisation of label remewal fee

[SE, Kamrup; April and June 2009]

Three’ Guwahati based
manufacturing units/bottling plants
did not pay label renewal fee of
T 6.25 lakh for the year 2009-10,
The SE, Guwahati neither raised
| any demand for realisation of the

| amount nor took any action against
. 7 unauthorised removal of liquor
mthout clearance of brand renewal fees Another distillery (M/s North East
Distillery Pvt. Ltd., Khanapara, Guwahati) had applied (March 2009) for
renewal of brand label. But we did not find the realisation of the fee of ¥ 2.70
lakh from the distillery. The Excise Officials posted in the distillery also failed
to report the matter to the concerned SE.

We brought this to the notice of the Department/Government in September
2009; we are yet to receive their comments/replies (November 2010).

® Availability fee is a fee in lieu of establishment charge to be paid by the bonder at the end of
each calendar month with effect from 18 March 2005 on the total quantity of IMFL/beer
sold during a month.
? (i) M/s Associated Beverage Co., Jorhat and (ii) M/s Surma Distillery Pvt. Ltd, Silchar.

s {l) M/s Barak Warchouse Pvt, Lnd Silchar and {ii) M/s 5.B. Bonded Warchouses, Silchar.
“ (i) M/s Diageo India Pvt. Ltd., {u} M/s Himalaya Distillery Pvt. Ltd. and (iii) M/s Indo
Assam Distillery Pvt. Ltd.
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3.13 L.oss of revenue due to warehouse soing dry
[SE. Kamrup; June 2009]

The contractor/licensee M/s
Guwahati Excise Warehouse
did not maintain adequate/
minimum stock of spirit and the
stock declined to zero during
the period from 24 August to 4
October 2007 (42 days). As a
result, the Government
sustained loss of revenue of
T 2.89 lakh (calculated on the
preceding three month’s daily
average collection of excise duties), whmh the contractor did not compensate.

We reported the case to the Department/Government in September 2009; we
are yet to receive their comments/replies (November 2010).
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I'ax administration

The Assam Land and Revenue Regulation (ALRR), 1886, along with four
other ancillary Acts' and Rules made and instructions issued thereunder
prescribe the procedure governing assessment, levy and collection of land
revenue as well as the functions of the Revenue Department. In addition to
land revenue, all land, whether revenue paying or held free of revenue, are
assessed to local rates under the Assam Local Rates Regulation, 1879. The
Revenue Department, Government of Assam is responsible for collection of
land revenue through Kanongoos, Mondals and Patowaries in respect of
Goalpara District and Barak Valley and through Mouzadars appointed by
Deputy Commissioners in respect of Brahmaputra Valley.

Analysis of budget preparation

As per the provisions of the Assam Budget Manual, the estimates of revenue
and receipts should show the amount expected to be actually realised within
the year, arrears for the previous years and advance collections for the coming
year, In estimating the fixed revenue, the calculations should be based upon
the actual demand including arrears due for past vears and the probability of
its realisation during the year.

The parameters taken into consideration for preparation of budget estimates by
the Government of Assam, Revenue Department, could not be ascertained in
audit. The Government, however, stated that the budget estimates are prepared
every year by enhancing 30 per cent on the collection of the previous year.
This is also not correct as may be seen from the following paragraph.

Trend of receipts

Actual receipts from land revenue during the last five years 2005-06 to
2009-10 along with total tax receipts during the same period is exhibited in the
following table and graph.

T in crore)
Year Budget Actual Variation Percentage  otal tax Percentage
estimates  receipts EXCERS () of receipts ac
shortfall (-) variation of the
State Vis=i=vis total

tax receipts

2
F:
vl

| 2009-10 | 8938 _11&594 z?.ss Al wﬁ.

] (1) Assam Land Revenue Reassessment Act, 1936 (2) Assam Land Revenue and Rent
(Surcharge) Act, 1970 (3) Assam Land (Requisition & Acquisition) Act, 1964 and (4)
Assam Land Holding (adoption of relation under the Assam Land and Revenue Regulation,
1886 in the acquired permanently settled estate) Act, 1974,
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The table and the line graph above indicate that though there were shortfalls in
the collection over the budget estimates (BEs) between 2005-06 to 2007-08, the
collection increased to 25 per cent and 31 per cent in 2008-09 and 2009-10
respectively. The wide variation between the BEs and the actual receipts
underline the fact that the BEs were not prepared in a scientific manner.

- T 116.91 crore

T 4986.72 crore

B Receipts from Land revenue @ Total tax receipts

The share of land revenue to the total tax receipts remained static at around
two per cent during 2005-06 to 2007-08 and increased to three per cent in
2008-09 but again fell to two per cent in 2009-10.

4.4 Impact of audit

During the last five years, we through our inspection reports (IRs), had pointed
out non/short recovery of land revenue, non-levy of surcharge, retention of
cash in hand, etc, with revenue implication of ¥ 58.39 crore in 352 paragraphs.
Of these, the Department/Government had accepted audit observations in 25
paragraphs involving ¥ 1.33 crore. The details are shown in the following
table.

Yoear o Mo, ol Amonnt objected Amaonnt accepted Lot
Inspection units recovered

Report audited Mo, of Amount ™o, of Amount i, of Smount
200506 | 18 | 55 | 17.94 [ 11 037 | Nil_|_Nil
2006-07 34 58 | 1320 1o 0.31 Nil Nil
_2007-08 AT 107 430 il 0.48 Nil Nil
2008-09 | 26 59 [ 1083 | Wil Nil | Nil Nil.
Total 130 352 | %839 5 1.33 Nil Nil
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Though the department accepted 25 cases involving ¥ 1.33 crore against 352
cases featured in the IRs for the years from 2004-05 to 2008-09, the recovery
made, if any, was not intimated to us.

Waorkine of internal audit wino

The Finance Department, Government of Assam had not put in place an
Internal Audit Wing with the Department nor did the Land Revenue
Department engage some other body like the Director of Local Audit for audit
of the records/accounts of the Department internally. As such, the records/
accounts of the Revenue Department as well as the unit offices at the district
level were not subjected to internal audit. Thus, an important component of the
internal control mechanism of the Government was lacking.

Results of andit

Our test check of records of 16 units relating to Land Revenue revealed
underassessment of tax and other irregularities involving ¥ 21.61 crore in
59 cases which fall under the following categories:

During the course of the year, the Department accepted audit observations
in two cases involving ¥ 1.97 crore which were pointed out by us during
2009-10,

A review on “Recovery of dues treated as arrears of land revenue™
involving ¥ 1.97 crore and other audit observations involving ¥ 4.80 lakh are
mentioned in the following paragraphs.
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Recovery of dues treated as arrears of land revenue

Highlighis

Recovery of arrears ranged between 2.56 and 8.18 per cent during the five
years from 2004-05 to 2008-09. 1,08,027 certificate cases involving recovery
of T 350.76 crore were pending at the end of 31 March 2009,

(Paragraph 4.7.6)

Absence of guidelines was fraught with the risks of gaps in documentation
resulting in difficulty in verifying the occurrences and genuineness of public
demand cases.

(Paragraph 4.7.7)

Non-recording and inordinate delay in instituting certificate cases led to delay
in recovery of certified dues of ¥ 45.38 crore.

(Paragraph 4.7.9)

Certified dues of ¥ 23.91 crore remained unrealised due to non-execution of
259 certificate cases.

(Paragraph 4.7.10)

Due to non-pursuation of certificate cases pending in Civil Courts/High Court,
certified dues amounting to ¥ 3.16 crore remained unrealised.

(Paragraph 4.7.15)

The Government sustained loss of revenue of ¥ 1.71 crore due to non-levy of
interest on the dues realised.

(Paragraph.4.7.18)

4.7.1 Introduction

For recovery of public demands’, the Government of Assam has adopted the
Bengal Public Demands Recovery (PDR) Act, 1913. The PDR Act provides
that any sum recoverable as public demand can be recovered by effecting
service of written demand, sale of movable property, attachment of the estate
or holding, proceeding against other immowvable property held by the defaulter
and arrest and detention of the defaulter.

The modes of recovery of arrears of the Government departments/
undertakings, corporations, banks etc., are laid down in the relevant Acts of
the concerned Departments/organisations. However, if recovery cannot be
effected and the dues become irrecoverable under the provisions of the
relevant Acts, the officers responsible for administering those Acts are
required to send the requisitions in the prescribed form, furnishing full details
of the defaulter and the recovery to be effected as public demands to the
certificate officer for initiation of certificate proceedings. The certificate
proceeding is initiated by serving a demand notice on the certificate debtor

? Public demands mean arrears of land revenue, other revenue, demand of Government other
than revenue and demands due to persons other than Government.
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once the certificate officer is satisfied that the dues are legally due. If the
debtor does not respond to the notice served, the recovery can be made (after
30 days of serving notice) under Section 14 of PDR Act by adopting any or all
of the following methods.

i) by attachment and sale or by sale without attachment of any
property

ii) by attachment of any decree

iii) by arresting the certificate debtor and detaining him in the civil
prison

We conducted a review on ‘Recovery of dues treated as arrears of land
revenue’ covering the period from 2004-05 to 2008-09 to siudy the
effectiveness of the systems prescribed for recovery of public demands.
The review revealed a number of system and compliance deficiencies
which are discussed in the succeeding paragraphs.

4.7.2 Organisational setup

The Principal Secretary (Revenue), Government of Assam administers the
certificate organisation (Bakijai Branch) through the Commissioners of four”
divisions covering all the 27 districts in the State of Assam. At the district
level the Deputy Commissioner/Collector is responsible for monitoring
recoveries under the PDR Act for execution of certificates of recovery of
public demand. There is no separate sanctioned post for the Bakijai branch.
The staff of the Deputy Commissioner (DC)/Collector’s office are utilised for
administering the certificate cases.

4.7.3 Audit objectives

We conducted the review with a view to assess:
. the effectiveness of the administration for recovery of public demand
to collect the dues treated as arrears of land revenue;

. the compliance to the prescribed rules and procedure related to
recovery of the dues treated as arrears of land revenue; and

. the efficacy of the internal control mechanism and internal audit,

4.7.4 Audit scope and methodology

We selected 10* out of 27 district collectorates for test check of their records
covering the period from 2004-05 to 2008-09 with reference to the provisions
of the PDR Act between October 2009 to February 2010. We also verified the
records of the four Commissionerates and the Government,

* 1) Lower Assam, 2) Upper Assam, 3) Morth Assam and 4) Hills & Barak Valley,

* (1) Upper Assam (Jorhat); (2) Lower Assam (Darrang, Kamrup (Metro), Kamrup (Rural |
Malbari); (3) North Assam (Nagaon, Sonitpur); and (4) Hills & Barak Valley (Karimganj,
Hailakandi, Karbi Anglong),
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4.7.5

Acknowledgement

We acknowledge the co-operation of the Revenue Department for providing
necessary information to audit. We organised an entry conference in
December 2009 wherein the audit criteria, objectives and methodology were
discussed with the Principal Secretary, Revenue. We communicated our
findings to the Department in June 2010 and discussed the same in the exit
conference held in July 2010 with the Principal Secretary, Revenue. The
replies on the draft review were received in August 2010 and we incorporated
the same suitably in the respective paragraphs.

vudit findings

4.7.6

Trend of arrears

The position of total demand for recovery, demand settled and balance carried
over to the following year during the period 2004-05 to 2008-09, as per the
details furnished by the Commissioners and collected during field audit, in
respect of 27 district collectorates’ were as under:

Table-1
Trend of arrears and recovery of dues

Opening Cases Fotal cases Clases Balance
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Thus, the percentage of disposed cases varied between 1.38 and 2.49 per cent
of the total pending cases. Collection effected varied from 2.56 and
8.18 per cent compared to the total demand for the respective years. The
disposal with reference to opening balance of 2004-05 and the cases instituted
during the last five years was only nine per cent. The department had not fixed
any target for disposal of pending cases by each collectorate leading to
accumulation of ¥ 350.76 crore in 1,08,027 cases at the end of the year 2008-
09 against T 185.86 crore in 99,989 cases at the beginning of the year 2004-05.

* (1) Bongaigaon, (2) Barpeta, (3) Baksa, (4) Chirang, (5) Cachar, (6) Dibrugarh, (7) Dhubri,
(8) Dhemaji, (%) Darrang, (10) Golaghat, (11} Goalpara, (12} Hailakandi, (13) Jorhat,
{14) Kokrajhar, (15) Karimganj, (16) Karbi Anglong, (17) Kamrup (Metro), (18} Kamrup
(Rural), (19) Morigaon, (20) North Lakhimpur, (21) Nagaon, (22) Nalbari, (23) NC Hills,
(24) Tinsukia, (25) Sibsagar, (26) Sonitpur and (27) Udalguri.
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This indicates ineffectiveness in implementation of the PDR Act in the State
of Assam. The Government or the Commissioners could not provide us the
age-wise pendency of arrears and hence we could not analyse the pendency of
arrears further, The Government did not also prescribe any report or return to
be furnished periodically by the administrators to the controlling officers of
the Department to keep a watch on the progress of public demand cases, This
indicated weak monitoring mechanism in regard to recovery of dues at all the
levels of the State Government.

We noticed that arrears in 38,147 cases (out of total 1,08,027 pending cases)
involving recoverable dues of ¥ 58 crore were lying outstanding for more than
five years as on 31-3-2009 in nine® out of 10 test checked districts.

The Government while accepting the audit contentions stated that suitable
instructions will be issued to the district collectorates to reduce the pendency
of certificate cases.

The Government may consider prescribing reports/returns to be
furnished periodically by the administrators to the controlling officers to
enable monitoring of the progress of public demand cases and setting
specific targets for disposal of certificate cases.

System Deficiencies

\bsence of guidelines

The Government had neither prepared any manual nor issued any standing
order about the system and procedure to be followed for initiation of
certificate proceedings on receipt of requisition from the requisitioning
authorities for administering the public demand. Absence of guidelines was
fraught with the risk of gaps in documentation resulting in difficulty in
verifving the occurrences and genuineness of public demand cases.

The Government may consider preparing a departmental manual
compiling all orders and detailing functions and responsibilities of
deparitmental staff.

4.7.8 Manpower

Manpower is a key instrument for efficient management of operational
performance of an organisation to provide quality service to the stakeholders.
Timely disposal of certificate cases in terms of the PDR. Act is a key measure
of the operational efficiency of the certificate organisation and is dependent on
adequate and efficient manpower.

We found that there were no separate sanctioned posts for dealing with
certificate cases in the 10 test checked districts. The work was managed by the
existing staff of the amalgamated establishment of DC offices. Absence of
dedicated manpower in the certificate organisation resulted in delay in
disposal and increased the pendency of claims, as brought out in succeeding
paragraphs.

* {1} Darrang, {2) Kammup (Metro), (3) Kamrup (Rural)), (4) Nalbar, {5) Nagaon, (6) Sonitpur, (7) Hailakandi,
(B} Karimganj and (%) Karbi Anglong .

47



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

The Government accepted the audit observation and stated that district
collectorates will be asked to earmark at least one UDA’ level staff from their
amalgamated establishment exclusively for dealing with the certificate cases
under the supervision of one Additional Deputy Collector level officer, whose
performance on certificate cases will be considered while recording his
Annual Confidential Report.

The Government may consider creating separate sanctioned posts as well
as deployment of manpower for the certificate organisation (Bakijai
Branch).

4.7.9 Non-recording of requisition for institution of certificate cases

We found that the
Government did not issue
any standing order
specifying the  period
within which a requisition
received is to be converted
into a certificate case. We
also found that there was
no system of reconciliation
of records of the Requiring
Officer (RO) and the
Certificate Officer (CO) in
any of the 10 test checked districts. This resulted in delay in instituting
certificate cases and consequent non-recovery of dues of ¥ 45.38 crore as
discussed below:

(i) The district collectorates, Karbi Anglong and Jorhat neither
recorded the six requisitions received between 2001-02 and 2006-07 in the
register of certificate cases nor instituted certificate cases (February 2010).
The details of the cases are shown in the table below:

Table-11
Non-recording of requisitions for institution of certificate cases

Same of (Hce Reguiring Office: Helerence No. and date of Argannt of

(T in lakh)

Upper Division Assistant.
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The CO or the RO never reconciled their records to ascertain the actual
position of the cases. Thus, non-reconciliation and non-recording the
requisitions led to delay in initiation of the process for realisation of public
dues amounting to ¥ 27.62 crore.

(i) We observed that 324 certificate cases involving recoverable dues
of ¥ 1.61 crore as on 31 March 2009 were awaiting settlement as per records
of the Divisional Forest Officers, Nagaon and Karimganj against 122 cases
involving T 35 lakh in the records of the COs as detailed below:

Table-111
Variation between the figures of ROs and COs

sl MName of As per records of Divisional As per records of the Difference
™ allice Forest Officers certificate officers

Mo ol cases Recoverable Mo, ol cases Recoverable i, Amuounl
o tstanding At outstanding thues ol invalved
with as on 317309
cerfificate
officers as on
310300

2. | DFG, 43 .50 33 Er] 10 006
Karimganj
Division
Total i 161 132 .55 02 106

The COs did not reconcile their records with that of the ROs to ascertain the

reasons for the difference of 202 cases involving recoverable dues of ¥ 1.06
crore.

(ii1) In five out of the 10 test checked district collectorates we observed
inordinate delays on the part of the COs ranging between two and 108 months
(after receiving the requisitions) in instituting 1,089 certificate cases. This led
to delay in recovery of ¥ 16.70 crore as shown in the following table:

Table-1V
Delay in conversion of requisitions into certificate cases

=1, I¥istrict N, Recoverable Month/Y car of Month!'y ear of Period of

N if amaount receipt of institution of delay
cases (T in crore) regquisitions certificate cases  In months)
4 5 f T
10.64 2008-09 48 1o 108
2. |Damang | 22 0.30 August 2001 June 2003 22
3, | Jorhat 18 541 Between 2067-08 21072
2001-02 to
. 2007-08
4. | Kamrup | 10 0.06 ‘Movember 2006 | October 2009 36
(Metro)
5. | Karbi- 41 0.29 Between Between 27 to 61
Anglong May 2003 and |  July 2008 and
July 2006 October 2008
Total 1.089 16.70

49



Audit Report (Revenue Receipts) for the year ended 31 March 2011}

We did not find any reasons for non-recording of the requisitions in the
register of certificate cases and delay in institution of certificate cases for such
long periods.

The Government stated that a time frame will be fixed for registering the
requisitions and conversion of requisitions into certificate cases.

The Government may consider prescribing the procedure for recording
requisitions from the requisitioning authorities and also specifying a time
frame within which a requisition received is to be converted into a
certificate case.

4.7.10 Son-execution of certificate cases

We observed that there was
no mechanism for
monitoring the execution of
certificate cases at the
Government level,

In six* out of 10 test
checked districts, we found
that 259 certificate cases
were pending for execution.
The details are given in the
following table:

Table-V
MNon-execution of certificate cases

Ivistrict Period of AT
vris il and b ol

¥ (1) Nalbari, (2) Karimganj, (3) Kamrup (Metro), (4) Kamrup (Rural), (5) Karbi Anglong
and (6) Sonitpur.
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The district collectors could not furnish the reasons for non-execution of the

cases. This resulted in locking up of certified dues amounting to
T 23.91 crore.

The Government while accepting our point stated that the matter of
non-execution/deferment of certificate cases would be examined/verified and
remedial measures adopted.

The Government may consider adopting an effective monitoring system
for execution and disposal of certificate cases as per the provisions of the
Act.

4.7.11 Lack of control in respect of public demand sent to other

Collectors

4.7.11.1 The District
Collector of Kamrup
(Metro), on receipt of a
requisition from the
authorities of Assam
Financial Corporation,
Guwahati, instituted in
April 2002 a certificate
case involving ¥ 15.11
lakh. On Cross
verification with the
records of the RO, we
found that the defaulter
hailed from Sonitpur
district of Assam and
was having properties
there. But the
Collectorate did not
transfer (February 2010)
the case to Sonitpur district for recovery of the loan as arrears of land revenue
and instead retained the case without any further action. This resulted in non-
recovery of certified dues amounting to ¥ 15.11 lakh.

4.7.11.2 The Sales Tax Department of Madhya Pradesh had requested the
District Collector, Kamrup (Metro) in 1999 to recover ¥ 10.60 lakh in respect
of a dealer’. The Collector instituted the case on 16 September 1999 and
issued a demand notice on the same day itself followed by a reminder on 19
January 2000. On 16 February 2000, the dealer presented himself through his

 M/s Bajrang Tea India Company, Guwahati.
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advocate in the District Collector’s Office. The Collector, in contravention of
the extant rules, decided that as the arrears related to sales tax, the concerned
department may be written to for recovery of the dues. Any correspondence
made with the concerned tax department thereafter could not be ascertained in
audit. The case is still pending (November 2010).

The Government accepted our observations and stated that suitable
instructions would be issued to the district collectors to take action on
certificates received.

4.7.12 Slow pace of disposal of cases

f‘[’he Bengal PDR Act provides that any m’-\ The year-wise position
recoverable as arrears of land revenue under | of certificates issued,
fvmﬂm ;;_ levant Acts can be recovered by | the number  of

7 attachment and sale Ofpmpw,mﬂf certificates where
property mmw ofany | recovery was made and
me arrest and detention of defaulter. ) the balance cases
“ during the period from

2004-05 to 2008-09 in respect of the 10 test checked districts are given below:

Table-V1
Slow pace of recovery

Year Opening Fresh Total Disposal  Closing Percen- I"ercen-
balance sy demand halance tiue of
insti-

tawe of
pendency CHss

tuted where

FecHvery
U A505) il
‘:l

(i asesh

._ : 53,160 1349 54500 | 1,149 : = z“
53-% T 1037 | s4397 | (108 | 33289 | 9796 | 204

; 280 | 2492 | 35781 | 804 | 54977 | 0836 | 144
200809 | 54977 | 2027 | S7.004 A45 | 54550 [ 9571 | 429

EES PRSI —

Thus, during 2004-05 to 2008-09, the percentage of recovery ranged between
1.44 and 4.29 of the total number of cases. The number of cases where
recoveries were made was less than the cases instituted during 2004-05, 2005-
06 and 2007-08, while the number of cases disposed of during 2006-07 and
2008-09 were higher than those instituted during these years. However, the
pace at which the cases were disposed during the five years was not
encouraging given the steady increase in the numbers of cases pending at the
end of each year except in 2006-07, when the number of such cases came
down marginally from 54,509 to 54,397, The Government had not framed an
action plan for clearing the pending cases expeditiously.

Further check of the records revealed that;

. The District Collectorate of Jorhat reduced 30 cases amounting to
¥ 10.85 lakh from the closing balance for the year 2008-09 without
recovering the arrears on the ground that the certificate debtors
were not traceable and returned the cases to the certificate holders.
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We found that no police report relating to non-traceability of the
certificate debtors was obtained by the CO.

. The District Collectorates of Jorhat, Nagaon and Sonitpur during
2007-08 and 2008-09 had written off ¥ 68.20 lakh without
assigning any reasons on record. The PDR Act does not provide for
write off of any recoverable dues under the certificate cases and as
such the action taken by the District Collectorates were not in
order.

The Government, while accepting the audit contention, stated that periodical
reviews will be conducted for quick disposal of the cases. The COs will be
directed to enforce the provisions of the Act strictly and in case the certificate
debtor is found untraceable, an untraceable report should be obtained and dues
recoverable should not be written off.

The Government may consider making the process of admittance and
disposal of certificate cases time bound to minimise delays at various
stages thereby causing blocking/non-realisation/loss of revenue,

4.7.13 Internal control

The internal control
system in the
department was
inadequate as brought
out below:

* Records relating
| to receipt and recording
of requisitions were not
mamtamn:d in any of the 10 test-checked wl]ﬂcturatf:s as there was no defined
procedure for maintaining of such records. Absence of such records rendered
monitoring of receipt of requisitions and conversion of these requisitions into
certificates difficult, if not, impossible.

. There was no system of periodical inspection of certificate cases by
the higher authorities. The progress nf dJspnsal of cases and recovery thereof
also remained unmonitored. Three'" out of 10 test checked districts
disposed/settled 11 certificates cases, involving recoverable dues of
T 65.36 lakh, but did not remove these from the balance cases and continued
to exhibit them as live cases.

. Rule 79 under Schedule Il of the Bengal PDR Act provides for
maintenance of a Register of Certificate cases wherein the particulars of the
certificates are required to be recorded. The Government/Department had not,
however, prescribed any format for maintaining the register. We found that
though the registers were maintained in all the 10 test checked districts, these
did not disclose the required information needed for disposal, monitoring and
supervision of certificate cases.

' 1) Kamrup (Metro) — one case, 2) Karbi Anglong —four cases and 3) Nagaon - six cases.
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. There was lack of an effective system for monitoring the cases at the
Government/Commissionerate level other than getting the consolidated
statements of amounts outstanding for recovery. Information regarding the
period of pendency of the certificate cases was not being intimated by the
district collectorates to the Government/Commissionerates. The Government/
Commissionerates had also never called for such details from the subordinate
offices/officers. There was no prescribed format for the returns to be furnished
to the higher authorities for monitoring the cases.

The Government accepted this and stated that guidelines prescribing a
monitoring system and maintenance of registers in a prescribed format will be
issued.

4.7.14 Incorrect reporting of demands due

The statement of demands of revenue collection for the month of March 2009
as reported to the Government by the District Collectorates of Jorhat and
Sonitpur, were not correct as may be seen from the following table:

Table-VII
Incorrect reporting of demands due

IMstrict Name of the Figures as per Fizures as per Difference
Certilicate Holders  monthly statement for records of the
WVarch 2000 certificate officer

suhmitied to

Ladvernment
Mo, ol vinouni M, o Ammouni Mo, ol A mount

EHSCy ':? N Crore) Cises |"? I grore) (kL] |q.- ingrore)

-+ -] f F

L. | Jorhat | ATPPE" Authority | 142 909 38|  973| 04| 054
. DFO™, Jorhat 19 TN S 0.47 5 0.36
2. | Sonitpur | DFO, Senitpur 9 0.34 5 0.02 4| (9174

This indicated that the reports were prepared without verifying the basic
records. The discrepancies remained unreconciled.

The Government stated that the District Collectorates will be directed to
submit returns to the Government after proper scrutiny.

4.7.15  Delay in recovery of certificate dues due to cases pending in

Court

The following table shows that 92 cases involving ¥ 3.11 crore and five cases
involving ¥ five lakh (filed between 2003-04 to 2008-09) were pending in
Civil Courts and the High Court (as of March 2009) respectively but the COs
did not pursue the matter for early settlement. The officers at higher levels also
did not monitor the disposal of the court cases.

"' Assam Tea Plantation Provident Fund,
2 Divisional Forest Officer.
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Table-VIII
Delay in recovery of certificate dues due to cases pending in Court

Ihistrict Cases pending in Civil Courts Cases pending in High Court

i of cases vmaount o of cases vmount involved

3 4 5 f

The pending court cases need to be pursued in the interest of recovery of
certified dues.

The Government stated that the District Collectorates will be directed to
monitor the pending court cases.

4.7.16 Internal awdit

We found that there was no
arrangement for any internal
audit within the Department nor
was any arrangement made for
internal audit by the Finance
Department for scrutinising the
records relating to  the
management of certificate cases. As no interal audit of the records of the
Collectorates was conducted, we are not in a position to comment on the
adequacy and efficacy of internal audit as far as recovery of dues is concerned.

The Government stated that the Finance Department will be requested to
introduce the system of Internal Audit in respect of recovery cases.

4.7.17 Computerisation

The activities of the Government at various levels relating to certificate cases
had not been computerised.

The Government stated (August 2010) that a project on computerisation of
certificate cases will be undertaken which will include development of a
software,

The Government may consider early computerisation of the entire gamut
of activities relating to certificate cases so as to enable proper monitoring
of the progress of certificate proceedings, quick disposal of the cases and
prompt realisation of dues.
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Compliance deficiencies

4.7.18 Non/short levy of interest on the dues realised under certificate

CasSes

The COs of nine District Collectorates
did not levy interest of T 1.71 crore on
the dues realised against 1,779 cases
disposed of during 2004-05 to 2008-09
as shown in the following table :

Table-IX
Non-levy of interest on the dues realised under certificate cases

Ihisiricts i, ol cases Tor which vmount of interest not charged
records made available T in lakh)

We also noted that the rate of interest of 6.25 per cent was fixed in the year
1913, at the time of enactment of the PDR Act, The prescribed rate of interest
is very low and has not been received since then, The Government of Assam
had also not considered revising the rate so far (July 2010).

The Government stated that the COs will be directed to levy interest as per the
PDR Act and the matter of revision of the rate of interest will be considered.

The Government may consider enhancing the rate of interest recoverable
from certificate debtors to act as a deterrent to habitual and willful
defaulters.

4.7.19 Delay in remittance/ non=-accounting of dues collected

4.7.19.1 In six out of ten test checked
districts there were delays ranging
between one to 17 months in remitting
the collected dues which led to
accumulation of money at the end of
each month. The amount accumulated
upto March 2009 in six districts
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aggregated to T 1.01 crore as detailed below:

Table-X
Delay in remittance of recovered dues

Accumulated amount upto March 2009
2 3
3 = S7.48
K 29
4. | Nalbari 257
3. Darrang 313
6. | Jorhat S5.87
Total 101.35

We found that the dues collected were disbursed to the certificate holders on
obtaining a receipt slip without recording the same in the Collection Register.

The Government may issue directions for prompt remittance of recovered
dues to the concerned departments and prescribing a format for the
Collection Register.

4.7.19.2 The daily collection of certified dues was being recorded in the
daily collection register and at the end of each day the collected amount was to
be handed over to the cashier for accounting and crediting the amount in
favour of the certificate holder on whose behalf the collection was made.

We found from the receipt books that the District Collectorates of Darrang and
Nagaon (Koliabor Sub-division) between June 2007 and December 2008
collected certified dues amounting to ¥ 15,260 in 10 cases but this was neither
recorded in the cash books nor accounted for in any other records. The details
of the collection were as under:
Table-X1
Non-accounting of dues realised

Period of o of Smount Present position

collection cases collected

3
December 2008
Jupe 2007 1o

Total 10 0.1s

The Government while accepting the point stated that the District
Collectorates will be directed to ensure that the recovered certificate dues are
remitted to the concerned Department/organisation immediately.

4.7.20 Conclusion

Despite existence of enforceable provisions in the PDR Act, the Department
failed to take effective and meaningful action to recover arrears of certificate
dues. Improper maintenance of basic records, failure to invoke penal and
coercive provisions in recovery proceedings, lack of co-ordination with other
departments and delay in filing and disposing certificate cases were the main
reasons which hampered the Department’s efforts in effective and efficient
collection of arrears of certificate dues. The absence of age-wise analysis of
the instituted cases weakened the monitoring of pending cases with likely risk
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of old cases becoming unrealisable. The internal controls were inadequate.
The internal audit wing also did not exist. There was absence of automation
which would have helped in effective monitoring of the system of recording
and disposal of public demand cases.

4.7.21 Recommendations

To strengthen the system for compliance leading to streamlining the process of
speedy disposal of the certificate cases, the Government of Assam may
consider:

. Creating separate sanctioned posts as well as deployment of
manpower for the certificate organisation (Bakijai Branch):

. Prescribing the format of reports and returns to be furnished
periodically by the administrators to the controlling officers to keep
a watch on the progress of public demand cases and setting specific
targets for disposal of certificate cases;

. Preparing a departmental manual compiling all orders and detailing
functions and responsibilities of departmental staff;

. Prescribing the procedure for maintenance of registers in respect of
receipt of requisitions from the requisitioning authorities and
specifying the time frame within which a requisition received is to
be converted into a certificate case;

. Adopting an effective monitoring system on execution and disposal
of certificate cases as per the provisions of the Act;

. Making the process of admittance and disposal of certificate cases
time-bound to lessen the scope of undue delay at various stages
thereby causing blocking/non-realisation/loss of revenue;

. Considering early computerisation of the entire gamut of activities
relating to certificate cases so as to increase the pace of disposal of
these cases and facilitate monitoring the progress of certificate
proceedings, disposal and realisation of dues; and

. Enhancing the rate of interest recoverable from certificate debtors
1o act as a deterrent to habitual and willful defaulters.
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LAND REVENLE

Non-observation of the provisions of theé Act and the

Assam Treasurv Rules

As per executive instructions, mouzadars are allowed to retain cash in hand
upto < 10,000. The provisions of the Assam Treasury Rules state that any
money received shall not be appropriated to meet departmental expenditure.

We found that mouzadars not only retained cash beyvond the permissible limit
but also wutilised it towards meeting departmental expenditure instead of
depositing the same into Government account. Though cases of unauthorised
retention of cash have been repeatedly pointed out in earlier Audit Reports,
the Department/Government failed to take any corrective steps. A few cases in
this regard are discussed in paragraphs 4.8.1 and 4.8.2.

4.8.1 Retention of cash in hand by mouzadars

[Circle Officers, Doboka, Mayang and Tinsukia; April 2008 and January
2010]

We found from the
Amdani (Collection)
Register  that  land
revenue of ¥ 41.40 lakh
(pertaining to the period
from 1984 to 2009),
collected between
January 2007  and
December 2009, was
retained thirteen'?
mouzadars™ under the
Circle Officers (COs),
Doboka, Mayang and
Tinsukia each in excess
of the permissible limit
ranging between
T42000 and T 1474
lakh. We also found that
none of these mouzadars
had been inspected by
the Sub-Deputy
Collectors or the COs. This is indicative of lack of follow-up action on the
instructions contained in the land laws of Assam. This also led to unauthorised
retention of revenue of T 41,40 lakh outside the Government account,

" (i) Bogdung (Part), (i) Gharbandi (Part), (iii) Gobha, (iv) Kapashbari, (v) Manaha,
(vi) Mayang, (vii) Namati, (viii) Niz ghagua, (ix) Pakaria, (x) Rongagora, (xi) Tingrai,
xii) Tinsukia and (xiii} Tipling (Part).

"' Mouzadars are revenue officers appointed under Section 124 of the Assam Land and
Revenue Regulation, 1886,
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The CO, Doboka stated (June 2010) that after proper verification of records
they found that the mowzadar of Namati Mouza retained ¥ 10.19 lakh and not
< 14.74 lakh as pointed out by audit. But the statement annexed to the reply
disclosed that the mouzadar actually retained ¥ 19.87 lakh. In respect of
Kapahbari Mouza, he stated that actual retention was ¥ 72,000 (¥ 24,000
retained by the mouzadar and the balance of ¥ 48,000 retained by the Jr.
Assistant of Doboka Circle Office against whom departmental proceedings
was on). We do not agree as the figures shown were after deduction of the
amount of commission due to be paid to the mouzadar. We have not received
any reply from other COs (November 2010).

We reported the cases to the Department/Government between August 2008
and February 2010; we are yet to receive their replies (November 2010).

4.8.2 Utilisation of land revenue to meet departmental

expenditure
[Circle Officer, Sonari; December 2008]

Land revenue of ¥ 4.80 lakh,
collected during the period
from 2005-06 to 2007-08 by
three mouzadars of
Abhoypur, Sapekhati and
Silakuti, was unauthorisedly
utilised as commission by
the mouzadars in violation of
the above rule. This
- resulted in unauthorized
appropriation of Government revenue of ¥ 4.80 lakh. This was also indicative
of weak budgetary and expenditure controls and an instance of by-passing the
required legislative approval.

We reported the case to the Department/Government in February 2009; we are
yet to receive their reply (November 2010).




CHAPTER-V: OTHER TAX RECEIPTS

Results of audit

Our test check of records in the offices dealing with the following revenue
receipts during the year 2009-10 revealed non/short realisation of revenue
amounting to ¥ 5.46 crore in 117 cases as shown below:

Sumber of cases Ymouni

During the course of the year 2009-10, the departments accepted 15 cases
involving T 6.12 crore, out of which three cases involving ¥ 12 lakh were
raised during 2009-10 and ¥ 21 lakh realised in nine cases.

We noticed in one case that the Agricultural Income Tax Officer, Guwahati
had assessed a dealer (M/s Biswanath Tea Company Ltd.) for ¥ 2.04 crore
under section 19 of the Assam Agriculture Income Tax Act, 1939 for the year
2000-01. Though the assessee paid T 2.54 crore, the Assessing Officer
adjusted T 3.66 crore as tax paid. This resulted in excess adjustment of tax of
T 1.12 crore.

After we pointed this out, the Department rectified the assessment order and
reduced the excess adjustment by ¥ 1.12 crore.

A few illustrative audit observations involving ¥ 76.46 lakh are mentioned in
the following paragraphs,
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Audit observations

Our scrutiny of records of Transport, Registration and Stamps and Taxation
Departments revealed several cases of non-observation of the provisions of
Acts/Rules/departmental orders as mentioned in the succeeding paragraphs.
These cases are illustrative and are based on test-checks carried out by us.
Though we point out such omissions on the part of the departmental officers
each year, not only do the irregularities persist, these remain undetected till
we conduct an audit. There is need for the Government to improve the internal
control system including strengthening of internal audit.

AGRICULTURAL INCOME TAXN

Short levy of interest

[Agricultural Income Tax Officer, Guwahati; January-February 2009]

M/s Dunkenhegra Tea
Private Limited was
assessed (November
2007) to tax of ¥ 31.22
lakh for the years 1998-99
and 1999-2000. Since the
assessee did not pay the
assessed advance tax
within the prescribed date
or paid the same
belatedly, interest of
T 7.05 lakh was leviable
on the assessed tax. The
AO  however, levied
interest of only T 10,000.
This resulted in short levy
of interest of T 6.95 lakh.

After we pointed out
(March  2009)  the
mistake, the AITO stated
(December 2009) that

demand notice was issued (April 2009) for payment of the balance interest.
The reply was, however, silent on the reasons for such mistake in simple

calculation of interest.

We reported the case to the Department/Government in March 2009; we are
vet to receive their reply/comment (November 2010).
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FAXES ON MOTOR VEHICLES

Non-realisation of tax

[DTOs, Cachar, Jorhat, Kamrup (Registration & Licensing) and Karbi
Anglong; December 2008 and February 2010]

The owners of motor vehicles
in 340 cases did not pay road
tax of ¥ 46.93 lakh for the
period between July 2004 and
December 2009. The DTOs
were unaware of such
non-payment of tax
as the combined registers
were not being reviewed.
Consequently, they did not
issue any demand notice to
the defaulting vehicle owners
for recovery of the dues. This
resulted in non-realisation of
road tax of ¥ 58.99 lakh
including fine of ¥ 12.06 lakh
for non-payment of dues
within the stipulated time.

After we pointed this out, the
DTOs, Jorhat and Karbi
Anglong stated (August—
November 2009) that
action/demand notices would be taken/issued soon. We have not received any
further communication (November 2010).

We reported the cases to the Department/Government between April 2009 and
February 2010; we are yet to receive their replies (November 2010).

ENTRY TAX

Short pavment of entry tax

[ﬁsslstant Commissioner of Taxes, Bﬂnga:gam August 2009]

We observed from Form No. ET - 4' that
M/s  Bongaigaon  Refinery  and
Petrochemicals Limited, Dhaligaon
imported (January-May 2009) caustic
soda valued at ¥ 38.15 lakh and paid
entry tax at the rate of two per cent
instead of the prescribed rate of 12.5 per
cem This resulted in short paymant of entry tax of ¥ 4.02 lakh,

! Statement of purchase value.
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After we pointed this out, the ACT, Bongaigaon while accepting our
observation stated (February 2010) that the dealer had been assessed (January
2010) and a demand for ¥ 4.01 lakh raised against the dealer. We have not
received the report on realisation of the amount (November 2010).

We reported the case to the Department/Government in September 2009; we
have not received their replies (November 2010).

PROFESSIONAL TAX

Non-payment of professional tax

[Assistant Commissioners of Taxes, Dhubri, Guwahati Unit-B, Jorhat, Tezpur
and Superintendents of Taxes (ST), Morigaon and Naharkatia; May 2009 and
December 2009]

Twenty eight
registered dealers,
under six  unit
offices, did not pay
professional tax of
¥ 2.18 lakh for the
years from
2002-03 to 2008-
09. The failure of
the AOs to detect
the cases resulted
in non-realisation
of T 2.18 lakh and
interest of T 1.69
lakh.

After we pointed
this out, 8T, Guwahati Unit-B and Morigaon stated (February 2010) that an
amount of tax and interest of ¥ 53,000 was realised from seven dealers. We
have not received any reply from other unit offices.

We reported the cases to the Department/Government between June 2009 and
January 2010; we are yet to receive their replies (November 2010),
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STAMP DUTY AND REGISTRATION FEES

Short-realisation of stamp duty

[Senior Sub-Registrar, Silchar; February 2009]

The  Senior  Sub-
Registrar, Silchar
realised stamp duty of
T 66,000 against T 3,29
lakh realisable on 29
conveyance/sales deeds
registered between
6 June 2007 and
5 September 2008. This
resulted in  short-
realisation of stamp
duty of T 2.63 lakh due
to application of lower
rates.

~— ' The  Senior  Sub-
Registrar, Silchar and the Inspector General of Registration, Assam stated
{May 2010) that the said 29 deeds were impounded and forwarded to the
District Collector (DC), Cachar for realisation of the deficit stamp duty. The
DC returned nine deeds on adjudication and realisation of stamp duty of T
89,000. The balance 20 deeds were lying with the DC for realisation of deficit
stamp duty of ¥ 1.74 lakh.

We reported the cases to the Government in April 2009; we are yet to receive
any reply from them (November 2010).
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6.1 Results of audit

Our test check of records of 32 units dealing with mining and forest receipts
during the year 2009-10 revealed loss of revenue due to illegal felling and
removal/delay in disposal of timber and other deficiencies involving
T 347.84 crore in 84 cases which fall under the following categories:

Catezory Mumber of

LSS

1. | Mining Receipts - assessment, levy and 1 33491
collection of royalty, fees and rent (A

2. | Forest Receipts 83 1293

Total 84 347.84

During the course of the year, the departments accepted audit observations
involving ¥ 290.75 crore in nine cases, of which one case involving T 289.70
crore was pointed out in audit during 2009-10 and the rest in earlier years. An
amount of ¥ 57.18 crore was realised in six cases during the year 2009-10.

A review on ‘Mining Receipts - assessment, levy and collection of royalty,
fees and rent’ involving of ¥ 334.91 crore and other audit observations
involving ¥ 40.61 lakh are mentioned in the following paragraphs.
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Mining Receipts - assessment, levy and collection of

royalty, fees and rent

Hizhlizghts

Annual budget estimates were prepared without reference to past trends and
future potential.

(Paragraph 6.2.6)

Suppression of production of crude oil, condensate and natural gas by Oil
India Limited and Oil and Natural Gas Corporation Limited led to short
payment of royalty and interest of T 168.48 crore.

(Paragraph 6.2.8.1)

Non-payment of royalty (April 2008 to March 2009) on deducted discount on
well head prices of crude oil distributed to oil marketing companies deprived
the State of revenue of ¥ 525.04 crore.

(Paragraph 6.2.8.2)

Differential royalty of ¥ 10.48 crore, payable by the Central Government from
0il Industry Development Board Fund, was not claimed and realised by the
State Government.

(Paragraph 6.2.8.3)

Due to computation of oil price at lower side during 2004-05 and 2008-09,
ONGCL evaded royalty of ¥ 119.01 crore including interest.

(Paragraph 6.2.8.4)

Failure of the department to enforce payment of royalty on natural gas at well
head price resulted in short realisation of ¥ 24.56 crore including interest.

(Paragraph 6.2.12)

Adoption of incorrect method for determination of royalty payable on natural
gas resulted in loss of revenue of T 11.97 crore.

(Paragraph 6.2.13)

Payment of royalty on the quantity of coal dispatched from the leased area
instead of actual quantity extracted at pit mouth resulted in short payment of
royalty of T 6.45 crore.

(Paragraph 6.2.15)

Introduction

For conservation, systematic development and regulation of mining activities
in India, the Government of India (Gol) enacted the Mines and Minerals
(Development and Regulation) (MMD&R) Act, 1957, the Mineral Concession
Rules (MCR), 1960, the Mineral Conservation and Development Rules, 1988,
the Granite Conservation and Development Rules, 1999 and the Colliery
Control Rules, 2004. The mining activities in Assam are governed under the
above Acts and the Assam Minor Mineral Rules, 1994 framed by the State
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Government in exercise of the powers under the MMD&R Act. The levy and
collection of royalty, dead rent and surface rent on minerals are regulated
under the above cited Acts/Rules, The conservation, development and
extraction of oil and natural gas are regulated under the Oilfield (Regulation
and Development) (ORD) Act, 1948 and the Petroleum and Natural Gas
(PNG) Rules, 1959,

Coal, crude oil and natural gas are the major minerals and limestone, boulder,
stone and sand are the minor minerals in the State. The Geology and Mining
Department of the Government of Assam realises revenue from major
minerals and from limestone (minor mineral), which comprises of application
fees for mining lease/prospecting licence, royalty, dead rent, surface rent,
fines/penalties and interest on belated payment of dues. Levy and collection of
royalty from other minor minerals are entrusted to the Forest and Environment
Department. As of March 2009, there were 13' petroleum exploration licences
(PEL) comprising an area of 6.299% sq km and 36" petroleum mining leases
(PML) covering lease area of 4,63?,?84 sq km held by Oil and Natural Gas
Corporation Limited (ONGCL), Oil India Limited (OIL) and Canoro
Resources Limited (CRL). The total leased area as on 31 March 2009 was
10,936.78 sq km, which is 13.94 per cent of the total area of the State
(78,438 sq km).

We conducted a review on levy and collection of royalty and surface rent
from mines and well heads covering the period from 2004-05 to 2008-09.

Organisational setup

The Commissioner & Secretary, Mines & Minerals Department, is the head at
the Government level and the Director of Geology & Mining (DG&M),
Assam is the head of the Department, who is assisted by one Joint Director,
four Chief Geologists/Jt. Directors, one Chief Drilling Engineer, one Deputy
Chief Chemist, five Deputy Directors/Sr. Geologists, one Mining Engineer,
one Sr. Drilling Engineer, two Sr. Chemists, five Chemists, one Assistant
Mining Engineer, one Assistant Mechanical Engineer, three Drilling
Engineers, 16 Geologists, 27 Assistant Geologists and other ministerial staff.

The directorate does not have any units in the field unlike other States
where there are formations under the Department/directorate inm the
field/district also,

\udit objectives

We conducted the review to ascertain whether;

. a system was in place and observed for proper assessment, levy and
collection of royalty and surface rent including interest and penalty;

» the provisions of the Acts/Rules were being observed; and

! 0il and Natural Gas Corporation Limited (7) and Chl India Limited (6).

? il and Natural Gas Corporation Limited {4010 sqkm) and Oil India Limited (2289 sqkm).

* (il and Natural Gas Corporation Limited (20) Oil India Limited (15) and Canoro Resources
Limited (1),

* il and Natural Gas Corporation Limited (687.69 sqkm) Oil India Limited (3897.34 sqkm) and
Canoro Resources Limited (52.75 sgkm),
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. an internal control mechanism including internal audit existed
within the Department which was effective in checking leakage of
Government revenue.

Audit scope and methodology

We checked the records of the DG&M in respect of holding licences and
mining leases for exploration and extraction of crude oil, natural gas, coal,
limestone etc., for the period from 2004-05 to 2008-09 during October 2009
to May 2010. We collected information from the Sales Tax Department and
Annual Accounts and Reports of OIL, ONGCL, CRL and the web site of the
Ministry of Petroleum and Indian Bureau of Mines (IBM) for cross
examination/verification with the records of the directorate. We also
scrutinised the records relating to levy and collection of royalty, dead rent and
surface rent and challans showing remittance into the treasury and lease files
relating to the aforesaid period. Besides, we verified the relevant Government
records maintained at the Secretariat.

Acknowledgement

We acknowledge the co-operation of the Mines and Minerals Department for
providing necessary information to audit. We organised an entry conference in
December 2009 wherein the audit criteria, objectives and methodology were
discussed. We communicated our findings of the review to the Department in
June 2010 and discussed the same with the joint Secretary to the Government
of Assam and the DG&M in the exit conference held in July 2010. The
DG&M furnished the replies on the draft review in August 2010, which has
been incorporated suitably in the respective paragraphs of the review.

Audit findings

6.2.0 Trend of revenue

As per the provisions of the Assam Budget Manual, the estimates of revenue
should be prepared taking into consideration the actual demand including
arrears due for past years and the probability of its realisation during the year.
Again, according to the provisions of the Assam Financial Rules, the
responsibility for preparation of estimates of revenue rests with the Finance
Department. The Commissioner & Secretary, Mines and Minerals Department
is required to compile correct estimates and send the same to the Finance
Department within the due date. The Finance Department/Mines & Minerals
Department had not taken the inputs/criteria (as mentioned in the budget
manual) into consideration while preparing the estimates of revenue as would
be evident from Table 1I and I11.

The following table and chart show Assam’s mining receipts in a five year
time series up to 2008-09 in relation to the total state receipts and non-tax

receipts.
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Table-1
Mining Receipts in perspective

Fovtal Non-1ax Nl & Coual & Other Total Fivtal Tistal
State revenue Sataral Lignite Mining Mining MR as  MHas
Receipts (NTR) s [ Kuowaliy) Receipts receipts PETCER-  Pereen-
(TSR) byl (MR) tage of  tage of
I'sk NTR

|l?| 411Ir

Source: TSR, NTR and Ruya]ty Finance Acml.mls

Z004-05 2005-06 Z006-07 Z00T-08 2008 -08

|====3 Total State Receipts (TSR) ——— Non-tax revenue (NTR) -~ -=-- Total Mining receipts (MR]

The share of total mining receipts which was around 10 per cent of the total
State receipts between 2005-06 and 2007-08 fell to 8.02 per cent in 2008-09.
The percentage share of total mining receipts in the non-tax receipts which had
been increasing steadily every vear and had reached 84.41 per cent in 2005-06
declined to 63.81 per cent in 2008-09, mainly due to allowance of royalty on
post discount prices on crude oil.
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The table and chart below show the actual receipts in respect of oil and natural
gas vis-a-vis budget estimates over a five year time series up to
2008-09.

Table-11
Budget estimates vis-g-vis actual receipts in respect of oil & natural gas

bl B Period Budget Aetual Variation Percen Hovalty as  Rovalty as

L'11] \._'Hlilliil‘l_"1 I'1_'-._'|.'i|'||'| il (] exciess Lge il il I'|.'1_'IIIi1:_‘_|' |]|'I'|.'|.'r:r:lur

Hovaliy (-} shartlall variation of TSR of NTR
= .
(% I erare)

{4}

(@ in crore)

.8sggEBEEEE

2004-05 2005-06 2006-07 2007-08 2008-09

[- Budget estimates == Actual receipts Path of actual receipts |

Thus, there was increasing trend in the collection of revenue over the budget
estimates except in 2008-09. The increase ranged between 4.18 and
48.31 per cent for the period 2004-05 and 2007-08. In 2008-09 the actuals
decreased to 17.23 per cent over the budget estimate.
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The table and chart below show the actual receipts in respect of minerals other
than oil and natural gas vis-a-vis budget estimates over a five year time series
upto 2008-09,

Table-111

Budget estimates vis-a-vis actual receipts in respect of receipts other than oil and natural
s

Pariod Bl et Wil xeeski+ ) Percen- Rovaliv as Rowvalry

estimates !'vvriph | age of percen HiY

(AN |'-|||El_;-._'l Ex =) Fage of percen
eslimates shortfall I'sk tage of
(% in crore) NTR

Sk At —arelTans T cht o

2MEA

Source: Budget estimates — Detailed estimates of revenue receipts of Finance Department.

{% in crore)
35
30
(%3]
25 o &
o2 P~
[}

| — Budget estimates =3 Actual receipts —— Path of actual receipts |

The share of other mining receipts remained less than one per cent of the total
State receipts between 2004-05 and 2008-09. The percentage share of other
mining receipts in the non-tax receipts declined to 0.87 per cent in 2008-09
from 1.27 per cent in 2004-05,
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The following table shows the budget estimates for mining receipts as
prepared by the Finance Department and those prepared by the DG&M.

Table-1V

Budget estimates as per Finance Department vis-d-vis Budget estimates as per
directorate in respect of royalty on account of oil & natural gas and those other than oil
& natural gas

sl Perviod Budgel Baedger Estinaates Noariation Perceninge Aotuinl mining
M Estimates of of Direciorate of [+) exeess | variation receipis
Finunee Mines and (=} shorifall

Department Minerals
(% in crore) (T in crore)

El]

2004- 86036 " 628.96 | (-)231.40 | (-)26.89 §99.42
3. | 2005-06 85019 75070 | () 9949 | (1170 | 123162
3. | 2006-07 1,314.83 1,214.58 | (-}100.25 | (-) 7.62 1,405.95
4._| 2007-08 TA06.87 131550 | (-1 9137 | (-) 649 |  1,566.42
5. | 2008-09 1,755.00 131850 | (-)436.59 | (-)24.88 | 144985

Source; Budget estimates — Detailed estimates of revenue receipts of Finance Department and
those of the Administrative Depantment.

From the above, it is evident that the framing of budget estimates of mining
receipts by the DG&M was not done in a scientific manner.

Rule 117 of the Assam Financial Rules,) The Directorate did not
1939 ,gf.pmm that the head of the reconcile its figures with

Bontld - o et those booked by the
) I] VRIS BT S R Accountant General (A&E)

though they were requested
regularly by the AG (A&E)
for reconciliation on a
quarterly basis. We noticed
variations (as indicated below) during 2004-05 to 2008-09 due to non-
compliance of the provision of the Assam Financial Rules.

Table-V
Variation of royalty figures between the records of Finance Accounts and the directorate

Rovalty as per Finance Royalty as per Variation
Accounts Departmental records incresase (+)

(T in erore) deerease (-)
o s {3) (4) (5)
2004-05 899,42

* 893.07 6.35
2. | 2005-06 1.231.62 1.230.87 0.75
3. | 2006-07 140595 140458 137
4. | 2007-08 1,566.42 1,568.89 (=) 2.47
5. | 2008-09 1.449.85 1,590.07 (-)140.22

We also observed that no reconciliation of figures was carried out by the
directorate with the treasuries during the period covered in audit to ascertain
the correctness of the deposits made by the lessees. Such lapses on the part of
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the department may lead to misappropriation, defalcation and embezzlement
of Government money.

The Department stated (August 2010) that receipt schedules in respect of four
treasuries have been collected and reconciled with departmental figures and it
would be easier to carry out reconciliation, if royalty receipt statements are
received from the AG (A&E). We do not agree with this as it is the
responsibility of the Department to carry out the reconciliation.

Svstem deficiencies

Absence of a mechanism for obiaining relevant data/records
friom the lease-holder

We  observed  that
DG&M finalised the
royalty on the basis of
the monthly returns
submitted by the lease-
holders and there was no
system prescribed for
raising a demand after
calling, collecting and
Cross linking the
following important
data/details, essential for
making a  correct
assessment:

i) Lease-wise annual quantity tally statement for oil and natural gas
separately;

i) Trading and manufacturing account;
iii)  Profit and loss account and balance sheet, wherever required; and

iv) Monthly details of opening stock, gross production, details of dispatch,
internal use (purpose-wise), transit losses, wastages, losses due to
human errors, losses due to theft and closing stock etc.

Thus, the assessments were being finalised exclusively on the basis of the
monthly returns furnished by the lease-holders. We did not find any records
relating to any inspection/monitoring of the leased areas conducted by the
officers/officials of the Department/Directorate. As the Department did not
have field units, no periodical reports or returns were being generated for the
latter to examine and monitor the operations undertaken by the lease-holders.
Besides, no internal audit of the Department/Directorate was conducted during
2004-05 to 2008-09. Thus, the Department/Directorate accepted as receipts
whatever was paid by the lease-holders. Some cases which we noticed in audit
are discussed in the following paragraphs, bringing out the above issues.
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6.2.8.1 Short pavment of rovalty on crude oil. condensate and natural

eas due to suppression of production

(1) We found from the munthljy returns of net production of crude oil and
condensate obtained from the nine” oil fields in the State furnished by OIL that
production of crude oil and condensate during the period from April 2004 to
March 2009 was 177.25 lakh KL on which royalty was paid. We cross-
checked these figures with those depicted in the Annual Accounts of the lessee
and found that the actual production during the aforesaid period was 179.52
lakh KL from those nine oil fields. This resulted in suppression of production
of 2.27 lakh KL crude oil and condensate leading to short payment of royalty
of ¥ 72.40 crore including interest of ¥ 14.05 crore [(Annexure-I1(A)].

The Department stated (August 2010) that the actual production of crude oil
was 177.24 lakh KL on which royalty was paid. This is not correct as actual
production of crude oil (as per annual accounts) was 177.72 lakh KL and
condensate was 1.80 lakh KL on which royalty was also payable.

Similarly, ONGCL submitted return of net production of crude oil for
65.39 lakh MT from fourteen® oil fields for the period 2004-05 to 2008-09
whereas the net production figure was 66.74 lakh MT as depicted in the
records of the Ministry of Petroleum/Annual Accounts. This resulted in
suppression of production of 1.35 lakh MT and short payment of rovalty of
T 46.68 crore including interest of ¥ 9.54 crore [( Annexure-I1 (B)] to the State
Government,

The Department stated that the matter was taken up (August 2010) with the
ONGCL to clarify the position on difference between the two sets of figures.

(11) As per the monthly returns of production of natural gas furnished
to the Directorate by OIL, extraction/production of gas during the period from
April 2004 to March 2009 was 78,445.76 lakh SCUM’ on which royalty was
paid. We cross checked these figures with those in the Annual Accounts of the
lessee and observed that the actual extraction/production during the aforesaid
period was 99,763.68 lakh SCUM gas from those six® gas fields in the State.
This resulted in suppression of production of 21,317.92 lakh SCUM gas and
consequent short realisation of royalty of ¥ 49.40 crore including interest of
T 9.81 crore [(Annexure-11(C)].

The Department stated that the figures shown by us were inclusive of the
production figures of OIL in Arunachal Pradesh. We do not accept the reply as
the production figures of Assam only was taken into consideration.

* (1) Dibru PML, (2) Digboi, (3) Dum Duma, (4) Hugrijan, (5) Moran, (6) Moran Extn,
(7) Naharkatia, (8) Naharkatia Extn and (9) Tinsukia PML,

% (1) Badarpur, (2) Borholla, (3) Changmaigaon, (4) Charali+ Extn-L, (5) Geleki+Extn-I & II,
(6} Khoraghat, (7) Kor-Extn (1), (3) LKW+DML+LPPA, (9) Merapani, (10) Nambar,
(11) Namti, {12} Rudrasagar, {13) Sivasagar {(Desangmukh) and (14) Sonari/Safrai.

" Standard Cubic Metre.

¥ (1} DumDuma, (2) Hoogrijan, (3) Moran, (4) Moran Extn., (5) Naharkatia and
(6) Naharkatia Extn.
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The Government may consider instituting a system for cross-checking the
returns of the lessees with the primary records of the Department as well
as other records of the lessees such as annual accounts ete.

6.2.8.2  Short realisation of royalty due to deduction of discount from

well head price

We found that the Ministry of
Petroleum and Natural Gas
(MoPNG), Gol framed a
mechanism in October 2003
through an administrative order
for sharing of under-recoveries’
of oil marketing companies on
account of non-revision of the
selling prices of PDS'” kerosene
and domestic LPG'" without
affecting the revenue of the State
Government in terms of royalty on crude oil. The MoPNG subsequently
withdrew (May 2008) the provision of the said order without any consultation
with the State Governmeni.

OIL and ONGCL accordingly paid royalty for the period from April 2008 to
February 2009 after deducting discount from the well head price for non-
recovery/under recoveries (as per the directive of May 2008 of MoPNG) in
respect of crude oil supplied to Indian Oil Company Limited-Assam Unit and
Bongaigaon Refineries and Petrochemicals Limited.

The issue of the administrative order (instead of a notification) by MoPNG
without consultation with the State Government was in violation of the
provision of the ORD Act. This adversely impacted the State revenues and as
such, the State Government belatedly took up the matter in August 2009 with
the MoPNG to withdraw the order of May 2008 and to restore the provisions
of the order of October 2003 for calculation of royalty at pre-discount price
but with no result. Thus, the state was deprived of revenue of ¥ 525.04 crore
(OIL: T 477.99 crore and ONGCL: ¥ 47.05 crore) (Annexure III & IV).

The Department stated (August 2010) that the discount factor had adversely
affected the State revenue and the matter was again taken up (July 2010) with
the MoPNG on the basis of the audit observation but no response has since
been received (November 2010),

" Secton 10 read with Section 6A of
the Oil Fields Regulation and

*  Discount on account of subsidy on the product distributed.
T public Distribution System.
""" Liguified Petroleum Gas.
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6.2.8.3

Non-submission of claim for additional rovalty on crude oil

CRL started commercial
production from April 2006
and extracted 32,645.536
MT crude oil from Amguri
block and paid royalty at the
rate of T 528 per MT to the
tune of ¥ 1.73 crore during
the vyears 2006-07 to
2008-09. The State
Government, however, had
not submitted the claim for
the additional royalty to the
OIDB on a monthly basis as
required. We observed from
the Annual Accounts of
OIDB for the year ended 31
March 2009 that while OIDB
had considered liability for
payment of  additional
royalty for the Governments
of Arunachal Pradesh and

Gujarat for the year 2008-09, no such liability had been provided for the
Government of Assam due to non-submission of claim. This resulted in non-
realisation of additional royalty of ¥ 10.48 crore for the months from April
2006 to March 2009 (Annexure-V).

The Directorate in December 2008 and April 2010 requested the Government
to submit the claim but the Government preferred the claim for ¥ 12.33 crore
for the period from April 2006 to December 2009 in July 2010 only after the
issue was raised by audit.

12 The primary objective of OIDB is to collect cess for creation of the Fund and to provide
financial assistance to the companies and oil industries for development as per directives

of Gol.
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0.2.8.4  Short realisation of rovalty due to computation of price of

crude oil at lower side

ONGCL paid royalty of
T 792.69 crore for the
years 2004-05 to 2008-09
in respect of oil marketing
companies” determining
the price of crude on a
lower side compared to
the price fixed by the
Commercial group of
ONGCL, New Delhi
against ¥ 900.30 crore
payable. This resulted in
short realisation of royalty
amounting to ¥ 119.01
crore including interest of
T 11.40 crore (Annexure-
VI (A), (B), (C), (D), (E),

(F) & (G)).
The Department while accepting the point stated that the difference occurred
due to deduction of discount on price to IOCL and the ONGCL had already
paid ¥ 56.95 crore in adjustment of IOCL price discount and the matter for
payment of balance amount would be taken up. The reply of the department is
not tenable as the payment of ¥ 56.95 crore made by the ONGCL during
January 2007 and May 2008 was the adjustment of deduction of discount
amount and not against the short payment as we observed.

6.2.9 Internal controls

Internal control is a management tool that provides reasonable assurance that
the organisation’s objectives are being achieved in an efficient, effective and
adequate manner. It ensures that the financial interests and resources of the
organisation are safeguarded, reliable information is available to the
management and the activities of the entity comply with applicable rules,
regulations and laws.

The directorate had a weak internal control mechanism as would be evident
from the succeeding paragraphs.

6.2.9.1 Non=inspection of leased areas ol oil and natural gas

It is inherent the
responsibility of the State
Government to ensure that
surveillance is adequately
| exercised for systematic
/' development and

" Bongaigaon Refinery & Petrochemicals Limited : ¥ 79.43 crore, Indian Oil Company
Limited : ¥ 49779 crore and Numaligarh Refinery Limited : ¥ 323.08 crore.
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regulation of the minerals in the State.

We observed that the directorate did not prescribe any system or procedure for
inspection of the leased areas of oil and natural gas. They had not also
inspected any of the 36 leased areas in operation at any time during 2004-05 to
2008-09, Non-inspection of leases is fraught with the risk of non-detection of
whether;

. exploration activities were carried out in a lawful manner as per the
provisions of the ORD Act and the Rules made thereunder and as per
the terms and conditions of the lease agreement;

. adequate measures were adopted for preservation, conservation and
development of oil and natural gas, and other minerals, if available,
from the leased areas and natural resources available therein and
exploration activities were carried out without excessive wastage of
minerals; and

. the quantity of oil, natural gas and other major/minor minerals
excavated were correctly reflected in the monthly production returns
submitted by the lease holders and royalty, dead rent and surface rent
were correctly paid thereon.

The Department attributed the reasons for not undertaking inspections to lack
of infrastructure facilities like branch/field offices, trained manpower and
good vehicles ete., and assured that a system for periodic inspection of the
leased areas would be developed.

6.2.9.2 Non-preparation of departmental manual

We observed that the department did not have a departmental manual setting
out the functions and the responsibilities of staff of all categories in
accordance with the instructions issued by the Government/Department, which
could act as a key document for perspective planning, reference and internal
controls. Due to the absence of such a important document, the departmental
officers did not have a reference point for their day to day activities.

The Department while noting the point stated that action will be initiated in
this regard.

The Government may consider preparing a departmental manual
detailing functions and responsibilities of departmental staff.

6.2.9.3 Information Technology (1T)

The activities of the department are three fold: (i) issue of lease for mining
activities, (ii) assessment, levy and collection of fees, royalty, dead rent etc.,
from mining activities and (iii) to attract new investors by sharing mining
related information,

We found that the activities of the Department/Government in connection with
granting lease, assessment, levy and collection of mining receipts etc, had not
been computerised.

The Department while noting the point stated that action will be initiated for
introduction of information technology for effective functioning.
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The Government may consider early introduction of computerised system
covering entire gamut of activities of the Department and introduce
online submission of returns and payment thereof to detect evasion or late

payment.

Internal audir

We found that the Government
had neither put in place any
internal audit wing in the
Directorate nor arranged for any
internal audit by the Examiner of
Local Audit or otherwise, to
help in the management of
mining receipts from oil and
natural gas. As a result, the
records of the directorate were
not subjected to internal audit

—"  during 2004-05 to 2008-09 and
thereﬁ}re the irregularities discussed in t]:us review could not be detected.

The Department stated that it does not have a system of internal audit and will
take necessary action in the matter.

The Government may consider either setting up an internal audit wing in
the Direciorate or arrange for internal audit by the Finance Department.

6.2.9.5 Non-maintenance of control recisters

We found that the
directorate did not maintain
a DCR to watch the
licences or leases,

The Department stated that
separate registers for each
lease holder for each type of mineral for assessment and collection of royalty
etc. are maintained. The registers contain the figures of the quantity of
minerals produced, dispatched, gross production, stipulated deductions, net
production and amount of royalty payable/paid with challan number and date.

The fact remains that the registers lacked information on month wise opening
balance, demand raised, recoveries made and closing balance of mineral.
Moreover, the Government has not yet prescribed any format for the DCR.

The Government may consider prescribing maintaining the DCR
incorporating the above information for watching the recovery of
Government dues.
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0.2.9.60  Non-enforcement of preventive measures

The Directorate did not have vigilance, enforcement and inspection wings for
conducting search and seizure, detecting of fraud and evasion cases and
preventing illegal mining. In the absence of these wings, unauthorised
activities relating to mining could not be ruled out.

The Government may consider ensuring establishment of vigilance
enforcement/protection squads/wings to enforce search and seizure,
detection of fraud, illegal mining and evasion.

6.2.10 Loss due to absence of standard norms for deduction

6.2.10.1 ONGCL and OIL
claimed deduction of
11,392.07 lakh SCUM and
20,191.44  lakh SCUM
natural gas respectively (on
which no royalty was paid)
as operational utilisation, out
of the total gross production
0f 23,375.71 lakh SCUM and
99.141.11 lakh SCUM
respectively during 2004-05
to 2008-09. The monthly
return of gross production and upf:ratmnal utilisation of natural gas furnished
by ONGCL and OIL indicated wide variations which ranged between 18.33
and 52.60 per cent.

The Government of Assam had taken up the matter (May 2002 and November
2008) with the Central Government to restrict the operational utilisation of
natural gas to five per cent but with no result, The Directorate also took up the
matter with OIL in October 2004 to restrict operational utilisation to around
five per cent. Though OIL assured (2004) to bring down the flare level, it has
not taken any action in this regard.

Thus, in the absence of any standard norms for use of natural gas in mining
operation and non-initiation of appropriate measures to fix the norm at
five per cent, the State Government was deprived of revenue of ¥ 46.67 crore
for allowing operational utilisation above the proposed limit of five per cent.

6.2.10.2 From the monthly returns of gross production and operational
utilisation of crude oil furnished annually by ONGCL, we found wide
variations in the percentage of operational utilisation to total production,
ranging from 0.93 per cent in 2004-05 to 1.98 per cent in 2006-07, which
declined to 1.82 to 1.14 per cent in the subsequent years. In the absence of any
specified standard norm for utilisation of crude oil in mining operations,
excess utilisation, if any, was not quantifiable in audit.

6.2.10.3 The Government of Assam sanctioned 20 leases during 2004-05 to
2008-09 in favour of ONGCL. We observed from the monthly production
statements of the lessee (ONGCL-Assam assets) that during the above period,
99,028.702 MT crude was deducted as unavoidable loss from gross production
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for the purpose of computation of realisable royalty without specifying the
cause of the unavoidable loss. The Government/MoPNG had not fixed any
norms in this regard.

The Department stated that MoPNG in clarification of the above point
intimated that ONGCL was paying royalty on the quantity acknowledged by
the refineries. These quantities are reconciled with the production quantity on
wet basis adjusted for quantity used either internally for operations or quantity
unavoidably lost. We do not agree to the contention of the Ministry as the 7.5
per cent deduction allowed from payment of royalty covers all losses
including transportation loss from well head to Central Tank Farm (CTF). No
loss/deduction is allowable for the supply from CTF to the refineries.

0n2.11 Non-registration of lease deed after sanction of lease

We found that the Directorate
N while granting mining lease

| neither specified the
extractable  quantity  of
minerals in the lease deeds
executed nor made any
assessment of royalty and
incorporated the same in the
deeds. However, in respect of
17 out of 36 lease deeds, the
Directorate  levied  and
realised the stamp duty of
% 11.47 lakh based on dead
rent which led to short
realisation of stamp duty and
registration fees. We could
not quantify the short
realisation due to absence of
estimates of  extractable
quantity of minerals. The balance 19 lease deeds remained unregistered (May
2010), In the absence of details, the leviable stamp duty and registration fee
could not be quantified.

The department accepted the fact but remained silent as regards realisation of
dues in respect of the remaining 19 lease deeds.

The Government may consider issuing instructions to the Department to
specify the extractable quantity of minerals and royalty estimated thereon
in the lease deed itself and ensure the execution of lease deeds only after
payment of stamp duty and registration fee.
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Compliance deficiencies

6.2.12 Short realisation of rovalty

(" The MoPNG, Gof revised (Tune 2006) the
price of natural gas from ¥ 1,920 per
thousand SCUM to ¥ 2,304 per thousand
SCUM, effective from 5 June 2006 for the
th—Emem Consumers'* royalty payable at 10 per cent

- on the value/price of natural
gas at the well head. This led to short reahsatmn of ¥ 24.56 crore including
interest of ¥ 1.28 crore as indicated below:

Table-V1
Short realisation of royalty

ONGCL and OIL paid royalty
during 2007-08 and 2008-09
at different rates based on the
selling price of natural gas to
the consumers" instead of

sl Lease Period Met production Royalty pavahle Fowvalty Shart Interest
N Hulder o % 230,40 per paid prasment lew iahle
UM
{in SCLUM) (T in crore)
{4} {5) {6}

Aptil 2007 10 | 52,13.95,653. 200 [ om | 222 | 018
e e 560 | @s | 2w | L2
Total wel | e | oo | iam

The Department stated that rovalty on natural gas is 10 per cent of the value of
natural gas obtained by the lessee at the well head. Both OIL and ONGCL
work out the well head value from the sale value of natural gas based on the
selling price of natural gas to the consumers. The price of natural gas also
varies according to the calorific value of natural gas of which ONGCL has
been paying rovalty on natural gas at different rates. We does not agree as the
lessees are required to pay royalty on the price of natural gas at the well head
value,

0.2.13 short payment due to levy of rovalty at different rates

(/' ™ OIL paid royalty to the State
The PNG Rules stlp%llate that 4 lessee | Government on 31,91,094.971
shall pay to the State Government @ | thousand SCUM of natural gas
mﬁlty at 10 per cent of the value at | between April 2004 and May
‘well head for the natural gas obtained | 2006 at rates ranging from
by the Iemﬁummiumdm Gas | T 11342 to T 14328 per
énllactiﬁn cost is not deductibla forthe | thousand SCUM after deducting
\ pose of calculation of royalty. ) s collection cost whereas
ONGCL during the same period
paid royalty at rates ranging from ¥ 160.70 to ¥ 180.73 per thousand SCUM
without deducting gas collection cost. The deduction of gas collection cost by
OIL for payment of royalty on natural gas resulted in short payment of royalty
to the extent of T 11.97 crore as indicated in the following table:

™ (as Authority of India Ltd, and Assam Gas Company.

84



Chapter-VI: Non-Tax Receipts

Table-VII
3 due to levy of different rates
M OGO Wis il ifference Short
Onty. of Avieraoe Cnev, of \vernge i rate ol praymeni
natural gas rite of il gas rite of rovalty ol rovaliy
M per rovalty M p rovaliy Ivw 010
thomsand thousanid

T 7 (% in lakh

(51

[13,52,340.734

£ Tumsm [
| 248803498

Total 1,196.99

The department stated that the matter was taken up with MoPNG which
clarified that the deduction of post well head cost of collection is also in line
with international practice for determination of royalty on well head value
basis. But ONGC paid royalty on the sale value or producer's price. The
ministry further stated that Gol by Gazette Notification of August 2007
modified the schedule of ORD Act whereby well head value has been clearly
defined and it is provided that per unit rate of post well head cost shall be
determined based on actual post well head expenditure reported in previous
vear's audited account and OIL has been following this. Hence, Government
of Assam is not in a position to claim royalty from OIL without deducting post
well head cost. We do not accept the contention of the ministry/department as
stated by quoting notification ibid is specifically for other than nominated
block. OIL and ONGCL are under nominated block.

0.2.14 Non-levy/realisation of penal interest on delay in adjustment of
discount/payment of royalty on crude oil

/{he ORD mmmmmmmm;\\ 62.14.1 We observed
PI’U‘F!I‘E t lﬂ‘ﬂﬂ Ml rﬂ;ml that ONGCL had paid
rﬁm ?mﬂm Fﬁf t}'m the royalty for the period
Ak Aavate Brme?mm frﬁmﬁm from April 2005 to
m at ﬂlﬂ rates specified in the Sshﬂﬂl.ﬂﬁ 9f December 2007 afler
the Aot Themg&alty ista MMmmﬂtly: deducting discount of
mm tﬁélmﬁﬂﬂfﬁfﬁﬂ menth o ; ¥ 23.32 crore from the
iod in re t of whwh !IH“_FE I‘ﬂﬁ. royalty payable. The dis-

'ﬂlﬁ PNG Rﬂ!&ﬁ w m that 311:' counted amount was sub-
licence fees, lease fees, royalties and other | Scquently paid by the
paymen EpEcTﬁEﬂ' lessee  after  delays
time, @Lﬁg&ﬂ%ﬁ;ﬁm points ranging between 26 and
15 149 days. But the lessee

%‘Z&“‘E&L (S50 fothe Eaffwﬁguﬁmp had not paid the pena

interest o the

" 13 per cent from April 2004 to March 2007 and

14.75 per cent from April 2007 to March 2008,
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amount for delayed period. This resulted in non-levy of penal interest of
T 1.30 crore (Annexure-VII).

The Department stated that the matter would be examined and taken up with
ONGCL. We did not receive further information on raising the demand
{November 2010).

6.2.14.2 ONGCL had made payment of royalty on crude oil during the
period between March 2005 and April 2008 with delays on account of arrear
royalty due to revision of IOCL/Numaligarh Refineries Limited price,
Wholesale Price Index deduction etc., ranging from 27 to 183 days as detailed
below:

Table-VIII
Non-realisation of penal interest due to delayed payment of royalty on erude oil

Period/Maonth Lovaliy FET "eriod of delay o 'LR Penal Interest
Pavahl

= in lakh)

The Directorate did not raise any demand for realisation of the penal interest.
This resulted in non-realisation of penal interest of ¥ 71.09 lakh.

The Department stated that the matter will be examined and if any
irregularities are noticed, the same will be taken up with ONGCL for
realisation of the penal interest.

6.2.15 Short payment of rovalty on coal

We found that payment of
royalty on coal by North Eastern
Coals Fields Ltd (NECFL) was
based on the quantity of coal
dispatched from the leased area
for sale rather than the quantity
of coal extracted. During 2004-
05 to 2008-09, NECFL
extracted 51.99 lakh MT coal
yalty | (including opening balance of

SE 7 3.31 lakh MT) but paid royalty
on dlspatchi:d quantity of 49,66 lakh MT. This resulted in short payment of
royalty amounting to ¥ 6.45 crore (2.33 lakh MT x ¥ 276.76 per MT).

"% Royalty was paid by the lessee in lump sum and hence interest was calculated from the first
day of the succeeding month to which the royalty related i.e. after the period of 30 days,
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The Department stated that the lessee dispatched 49.66 lakh MT coal on which
royalty was paid and as such there was no loss of revenue. We do not agree
with this contention in light of the Apex Court’s judgement.

0.2.16 Short pavment ol royalty and interest on coal and limestone

The  Assam  Mineral
Development Corporation
Ltd. (AMDCL) extracted
and dispatched two lakh
MT coal during 2004-05 to
2008-09 from the leased
area but paid royalty of
T 72.29 lakh only on 1.13
lakh MT. This resulted in
short payment of royalty of
T 55.23 lakh and interest of
T 47.79 lakh. No action
was initiated to recover the

balance amount of ¥ 1.03 crore.

Similarly, Vinay Cement Ltd. and North East Cement limited (NECEM)
extracted and dispatched 8.46 lakh MT limestones during 2004-05 to 2008-09
from their leased areas. The lessees paid royalty of T 79 lakh against T 1.51
crore. This resulted in short payment of ¥ 1.40 crore (royalty: ¥ 0.72 crore and
interest: T 68 lakh).

The Department while accepting our point stated that demand for royalty of
T 52.94 lakh, T 62.31 lakh and T 9.95 lakh had been raised against AMDCL,
Vinay Cements and NECEM respectively and the matter of the interest
component would be taken up on receipt of the principal amount, We are yet
to receive report on realisation of royalty and interest (November 2010),

6.2.17 Short realisation of surface rent

The State Government sent a
proposal {1993) to the MoPNG
to raise the surface rent to
T 5,597 per hectare per year on
the basis of prevailing and
assessable rates of land revenue.
The matter was however not
pursued further. We noticed that
during  January 2004 to
December 2008, the area of land
occupied by OIL and ONGCL
was 6,136.17 hectare (15 PML)
and 17,172 hectare (20 PMLs)
respectively. OIL paid surface
rent of ¥ 1.37 lakh at rates
ranging from ¥ 16.40 to ¥ 58.86
per hectare per year while
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ONGCL paid ¥ 55,000 in respect of four PMLs during 2004-05 to 2008-09.
Thus, failure of the Department/Government to obtain the approval of the GOI
for revision of the proposed rate and non-collection of surface rent at the
prescribed rate of Land Revenue Department resulted in short realisation of
revenue of T 8.72 crore'.

The Department stated that OIL and ONGCL were requested (December
2009) to pay surface rent at the prevailing rates of land revenue till the
Government of Assam received approval of the revised rate from Gol. But
OIL informed that pending the disposal of the writ petition challenging the
validity of section 3A and 25B of the Assam Land Revenue Re-Assessment
(Amendment) Act, 1977 they were paying surface rent at the old rates as per
order (2003) of the Hon’ble Gauhati High Court and would pay at the
enhanced rate in the event of disposal of the writ petition. We found that the
court order of 2003 gave an opportunity to the respondent (Government) to
move the court for modification/cancellation/alteration of the order, which the
State Government has not done and as a result had to forgo the revenue.

6.2.18 Non-initiation of action wunder Public Demand Recovery Act

resulted in non-recovery of outstanding royalty

We found from the records of the
DG&M that royalty on coal,
limestone etc., against three'® lessees/
agencies for the period from January
1979 to March 2009 for ¥ 4.66 crore
including interest of ¥ 3.03 crore was
realisable against which ¥ 4.22 lakh
was realised from ONGCL. The Department, however, did not institute
Bakijai cases against them for realisation of the balance amount even after a
lapse of 31 years.

The Department stated that the matter was taken up with the lessees on several
occasions but with no result and they were considering instituting Bakijai
cases against them.

Conclusion

The review revealed that the Department failed to effectively perform its role
to ensure optimum exploration of the State’s vital natural resources and in turn
augment the revenue by harnessing the same. The budget estimates were
prepared by the department without taking into consideration the past trend
and future potential. There were contentious issues which need early
resolution. There was no system to scrutinise the various agreements for
licences and leases to ensure the protection of the interest of the State. Several
discrepancies and instances of loss of revenue were noticed by audit as no
checks were undertaken by the Department to ensure the correctness of the
revenue deposited by the licensees/lessees. The Government had not specified

17 ¥ 3750x(6136.17+17172) Ha-(1,37,000 + 55000).
18 (1) M/s AMDCL, (2) M/s ONGCL {Lakwa and Rudrasagar) and (3) M/s Vinay Cement
Ltd.
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any system for cross verification of returns submitted by the lessees. No
vigilance enforcement and inspection wings were in existence for surveillance
and detection of illegal mining. The internal controls were weak as evidenced
by absence of system for inspection of the leases of oil and natural gas,
non-maintenance of control register and non-availability of departmental
manual. Besides, there was no internal audit wing in the department leading to
non-detection of the deficiencies pointed out in the review.

6.2.20 Recommendations

The Government may consider:

. instituting a system for cross-checking of the returns of the lessees
with the primary records of the department as well as other records of
the lessees such as annual accounts etc.;

- compiling all orders detailing functions and responsibilities of
departmental staff and making a departmental manual;

. introducing computerised system covering the entire gamut of
activities of the Department and introducing online submission of
returns and payment thereof to detect evasion and late payment;

- ensuring internal audit of the directorate:; and

. establishing vigilance enforcement/protection squads/wings to enforce
search and seizure, detection of fraud, illegal mining and evasion.
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FOREST RECEIPTS

Other audit observations

Our scrutiny of records of Divisional Forest Offices revealed several cases of
non-observation of the provisions of Acts/Rules/departmental orders as
mentioned in the succeeding paragraphs. These cases are illustrative and are
based on test checks carried out by us. Such omissions on the part of the
departmental officers are pointed out in audit each year, but not only do the
irregularities persist; these remain undetected till we conduct an audit. There
is need for the Government to improve the internal control system including
strengthening of internal audit.

Loss of revenue due to non-realisation of residual mahal
fee from the mahaldar

o We obscwed that Digaru Sand
\ Mahal"® No. I (A) was settled
for ¥ 42.55 lakh in September
2006 with a mahaldar®® for
extraction of 10,000 cum of
sand for two years commencing
from 15 October 2007. The
g e mahaldar, on payment of first
and the o - Mﬁ-ﬂ'ﬂ“‘“ kist*" moricy of % 5.32 lakh on
\“’k cost of the earlier tenderer. J 20 March 2007, took
possession of the mahal on 15
October 2007. He extracted 1250 cum of sand but failed to deposit the second
kist money due on the rescheduled date of 15 June 2008. Though the DFO was
aware of the fact of non-deposit of the second kist, the required action for
resale was initiated after lapse of six months (December 2008) and offered the
mahal to the second highest tenderer for extraction of balance quantity of
8,750 cum sand at ¥ 33 lakh as per his bid. The settlement, however, could not
come into effect as the second mahaldar also failed to deposit the first kist
money. The invitation of subsequent tender for resale was finally postponed
due to declaration of general elections. Thus, failure to resell 8,750 cum sand
to another mahaldar resulted in loss of revenue of ¥ 37.23 lakh.

The DFO neither took any action to recover the amount from the original
mahaldar nor instituted any Bakijai®’ case against him.

We reported the case to the Department/Government in November 2000; we
have not received their replies (November 2010).

18 A defined geographical area from where sand is sold on the condition of its removal within
a specified period.

20 A person authorised to collect produces from mahal.

21 Installment

22 A process of recovery of dues as arrears of land revenue through the District Collector.

90



Chapter-FI: Non-Tax Receipts

6.3.2 Non-realisation of annual renewal fee from timber depots
[DFQ, Jorhat,; August-September 2009]

The DFOQO, Jorhat did not
realise annual renewal
fee of T 3.38 lakh from
34 timber depots, due
for the years from 2007- 08
to 2009-10,

After we pointed out the
case, the DFO stated (June 2010) that the timber shops/depots were physically
verified and it was found that the owners of 17 shops had closed their business
and as such renewal of these shops did not arise. The DFO further added that
an amount of ¥ 1.56 lakh was realised from the other 17 timber depots.
However, he did not inform since when the shops were closed and when the
physical verification was conducted.

We reported the case to the Government in November 2009; we have not
received their replies/comments (November 2010).

Eﬁ&f
GUWAHATI (MOHINDER SINGH)
THE Principal Accountant General (Audit), Assam

Countersigned

s

NEW DELHI (VINOD RAI)
THE Comptroller and Auditor General of India
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Annexures

ANNEXURE-I
Ref H h-

Mame of the F'otal Fostal Linits
department number nuwmber of planned

ol umits due for audi

auditee for andit turing

units during 208-110
2011

Limits
actually
audited

during
TR A ]

Shortfallies cess
with reference
to andit plan
2002-11
() exCess/(-)

shortfall

Note: Target in respect of Stamp duty & Registration fee and Forest could not be
achieved as planned on requests made by the concerned DDOs for deferment of audit
due to floods etc. The available parties were engaged for audit of units under Sales

Tax.
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Annexures

X 11
Reference : Paragraph- 6.2.8.2

Statement showing the position short payment of Royalty due to deduction of
discount from well head price of crude Oil by Oil India Limited

el ksco ', Vil W] | | il
dedoeten
TR

Annexure-1V
Reference : Paragraph- 6.2.8.2

Statement showing the discount deducted from the treasury challan by ONGCL

Maonth Discount deductod

T
%}
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exure-V
4 i raph-
Statement showing non-realisation of balance amount of royalty from Government of
India in respect of crude oil extracted by M/S Canoro Resource Ltd., for the year 2006-07
to 2008-09

Manth Producton ol Hale o roumd o Hale o wmounl pavable as

erude o1l i t H v per Oy

Vverase rate)

Amount payable as per ONGC (Average Rate)
Amount actually paid
Amount of royalty realizable from GOl

T 12.21.27.222.11
T 1,73,01,772.00
T 10,48,25,450.11
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