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Preface

This Report for the year ended 31 March 2011 has been prepared for
submission to the Governor under Article 151 (2) of the Constitution.

The audit of revenue receipts of the State Government is conducted under
Section 16 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971. This Report presents the results of audit of
receipts comprising taxes on sales, trade etc., state excise, taxes on vehicles,
other tax receipts, mineral concession, fees and royalties and other 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 2010-11 as well as those
which came to notice in earlier years but could not be covered in previous
reports.
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Overview

This Report contains 35 paragraphs including two performance audits relating
to non/short levy of tax, interest etc. involving ¥ 893.61 crore. Some of the
major findings are mentioned below:

I. General

Total receipts of the Government of Bihar for the year 2010-11 were
I 44,532.32 crore. The revenue raised by the State Government amounted to
< 10,855.38 crore comprising tax revenue of < 9,869.85 crore and non-tax
revenue of ¥ 985.53 crore. The receipts from the Government of India were
T 33,676.94 crore (States’ share of divisible Union taxes: ¥23,978.38 crore
and grants-in-aid: ¥9,698.56 crore). Thus, the State Government’s own
contribution to tax revenue was only 24 per cent of total revenue.

(Paragraph 1.1.1)

The number of inspection reports (IRs) and paragraphs issued up to December
2010 but not settled by June 2011 stood at 4,259 and 22,364 respectively
involving T 10,404.30 crore. We are yet to receive even first replies for 1,671
IRs though these were required to be furnished within one month of their
receipt.

(Paragraph 1.2.1)

We conducted test check of the records of commercial taxes, State excise,
taxes on vehicles, land revenue, non-ferrous mining and metallurgical
industries and other departmental offices during the year 2010-11and observed
underassessment /short levy/loss of revenue of X 1,978.35 crore in 1,858 cases.
During the year 2010-11, the concerned departments accepted
underassessments and other deficiencies of ¥ 80.26 crore involved in 232

cases.
(Paragraph 1.5.1)

II. Commercial Taxes

A performance audit on ‘Utilisation of declaration forms in inter-state
trade and commerce’ indicated the following deficiencies.

There was no prescribed mechanism for issuance of declaration forms from
the Commissionerate to the circles. There was also absence of provision for
physical verification of stock of forms.

(Paragraphs 2.2.8.1 and 2.2.9)

There was no provision to check the utilisation of declaration forms from the
information available on the TINXSYS website before allowing exe mptions/
concessions. Further, the provisions of scrutiny did not prescribe for checking
of utilisation of declaration forms with the purchase/receipts shown in the
returns.

(Paragraph 2.2.11 and 2.2.13)
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No declaration forms were sent for verification by the Headquarters IB wing
of the Commercial Taxes Department during the years 2006-07 to 2009-10,
though this work was entrusted to the wing.

(Paragraph 2.2.12.2)

Four dealers availed exemption/concession of I 1.57 crore on the basis of
seven fake declaration forms issued by dealers of other states during the period
2006-10, though these forms were not issued from the concerned circles of
that State.

(Paragraph 2.2.14.1)

Twelve dealers had availed/were allowed exemption/concession of I 9.10
crore on the strength of 28 declaration forms during 2006-10. But on
cross-verification we observed that these declarations were issued for I 5.30
crore. Thus, exemption of ¥ 3.80 crore was irregular.

(Paragraph 2.2.14.2)

Nine dealers availed exemption/concession of ¥ 9.34 crore on the basis of 26
declaration forms issued by the dealer of the State during 2006-09, though
these forms were actually issued to another dealet either by the concerned
circle or dealer.

(Paragraph 2.2.14.3)

In 23 commercial taxes circles, suppression of sales/purchase turnover of
T 614.29 crore by 50 dealers resulted in underassessment of tax of ¥ 123.20
crore including leviable penalty.

(Paragraph 2.4)

Non-detection of application of incorrect rates of tax in 17 commercial taxes
circles resulted in short levy of tax of I 57.68 crore including interest and
leviable penalty.

(Paragraph 2.5)

Irregular claim of ITC by the dealers in eight commercial taxes circles resulted
in excess allowance of ITC of I 40.26 crore including leviable penalty.

(Paragraph 2.6)

Suppression of import/purchase of scheduled goods of I 814.41 crore by 13
dealers registered in six commercial taxes circles resulted in short levy of
entry tax of T 512.04 crore including leviable penalty and interest.

(Paragraph 2.21)

viil
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III. Taxes on motor vehicles

A performance audit on ‘Computerisation of Transport Department in
Bihar’ indicated the following deficiencies:

[n the eight test checked District Transport Offices (DTOs), the VAHAN and
SARATHI softwares were implemented with delays ranging between three and
27 months.

(Paragraph 3.2.6)

The security policy was inadequate and made the computer system vulnerable
to misuse / manipulations or unauthorised addition/deletion of data.

(Paragraph 3.2.11.1)

Inadequacy of input controls and validation checks resulted in duplication of
engine number and chassis number, registration of two or more vehicles under
the same insurance cover note, capturing of irrelevant period of tax payment
and exhibiting wrong seating capacity rendering the database unreliable.

(Paragraph 3.2.14)
The amount of tax generated by the VAHAN software was not in accordance
with the existing business rules.

(Paragraph 3.2.15.3)

In32 DTOs, tax dues of < 16.02 crore (including penalty) pertaining to 1,025
transport vehicles for the period between April 2001 and December 2010 were
neither paid by the vehicle owners nor action was taken towards realisation of
dues by the concerned DTOs.

(Paragraph 3.4)

In five DTOs, 10,530 transport vehicle driving licences were granted to
ineligible persons which resulted in loss of revenue of ¥ 22.11 lakh and also
involved road safety concerns.

(Paragraph 3.6)

IV. Other Tax Receipts

Due to non/delayed settlement of excise shops coupled with non-operation of
shops by the Department/through BSBCL, the Government sustained a loss of
T 101.78 crore in the shape of licence fee.

(Paragraph 4.5)

Non-disposal of referred cases resulted in blocking of Government revenue of
< 61.44 lakh.

(Paragraph 4.6)
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V. Non-Tax Receipts

In nine district mining offices, 420 brick kilns were operated during the brick
season 2009-10 without/partial payment of the consolidated royalty which
resulted in non/short levy of royalty of T 1.89 crore besides simple interest of
% 35.63 lakh.

(Paragraph 5.3.1)

In two irrigation divisions, khatiani for 1,27,839.97 acre of kharif and
1,10,991.12 acre of rabi crops land irrigated during 2008-10 were not
prepared by the divisions. This resulted in non-raising of demand and non
collection of water rates of T 1.96 crore.

(Paragraph 5.6)

In four Road divisions, land use charges from six companies for laying of
Optical Fibre Cables and electricity lines were not realised which resulted in
non-realisation of land use charges of I 62.89 lakh.

(Paragraph 5.7)
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General

1.1 Trend of revenue receipts\

1.1.1 The tax and non-tax revenue raised by the Government of Bihar during
the year 2010-11, 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:

R in crore)

SL. Particulars 2006-07 2007-08 2008-09 2009-10 2010-11

No.

1 Revenue raised by the State Government

® Taxrevenue 4,033.08 5.085.53 6,172.74 8,089.67 9,869.85
® Non-tax 511.28 525.59 1,153.32 1,670.42 985.53

revenue
Total 4,544.36 | 5.611.12 | 7,326.06 9,760.09 | 10,855.38

2 | Receipts from the Government of India

® Share of mnet | 13,291.72 | 16,766.29 | 17,692.51 | 18,202.58 | 23.978.38
proceeds of

divisible Union

taxes and duties

® Grants-in-aid 5,247.11 5,831.67 7,962.12 7,564.16 9,698.56
Total 18,538.83 | 22,597.96 | 25,654.63 | 25,766.74 | 33,676.94

3 Total revenue
receipts of the State
Government

(1 and 2)

23,083.19 | 28,209.08 | 32,980.69 | 35,526.83 | 44,532.32

4 | Percentage of 1 to 3 20 20 22 27 24

The above table indicates that during the year 2010-11, the revenue raised by
the State Government (% 10,855.38 crore) was 24 per cent of the total revenue
receipts against 27 per cent in the preceding year. The balance 76 per cent of
receipts during 2010-11 was from the Government of India. The overall
increase of 11.22 per cent in revenue raised by the State Government
(% 10,855.38 crore) during 2010-11 as compared to ¥ 9,760.09 crore during
2009-10 was mainly due to 22 per cent increase in tax revenue and 41 per cent
decrease in non-tax revenue as detailed in paragraphs 1.1.2 and 1.1.3.

For details, please see Statement No.11 - Detailed accounts of revenue by minor
heads in the Finance Accounts of Government for the year 2010-11. Figures under
the major heads 0020 - Corporation tax, 0021 - Taxes on income other than
corporation tax. 0028 - Other taxes on income and expenditure, 0032 - Taxes on
wealth, 0037 - Customs, 0038 - Union excise duties, 0044 - Service tax and 0045 -
Other taxes and duties on commedities and services - Minar Head — 901 - Share of
net proceeds assigned to the State booked in the Finance Accounts under A - Tax
revenue have been excluded from the revenue raised by the State and included in
State’s share of divisible union taxes in this statement.
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1.1.2 The following table presents the details of tax revenue raised during the
period 2006-07 to 2010-11.

R in crore)

SI.  Head of revenue 2006-07 2007-08 2008-09 2009-10 2010-11 Percentage of
No. increase

(+)/decrease (-)

in 2010-11
over 2009-10

1 Taxes/VAT on 2,081.49 | 2,534.80 | 3,016.47 | 3,839.29 | 4,557.18 (+) 18.70
sales, trade etc.

2 | State excise 381.93 52542 | 679.14 | 1,081.68 | 1,523.35 (+) 40.83
Stamp duty and registration fees
Stamps-judicial 53.81 59.05
Stamps — 455.02 | 654.15 | 716.19 708.62 774.20 (+) 10.10
non- judicial
Registration tees 235.47 265.43
4 | Taxes and duties 62.84 64.05 67.62 66.63 65.22 (-)2.11
on electricity
Taxes on vehicles | 181.38 | 273.21 | 297.74 345.13 45543 (+) 31.96
6 | Taxes on goods 783.01 937.87 |1,279.41 | 1,613.16 | 2,006.32 (+) 24.37

and passengers -
tax on entry of
goods into local
areas

7 | Land revenue 74.65 82.10 101.74 123.96 139.02 (+) 12.15
8 Other taxes and 12.76 13.93 14.43 21.92 24.65 (+) 12.45
duties on
commodities and
services

4,033.08 508553 6,172.74 8,089.67  9,869.85 (+) 22.00

The departments concerned reported the following teasons for variation in
collection of tax revenue in 2010-11 as compared to the year 2009-10:

Taxes/VAT on sales, trade etc.: The increase (18.70 per cent) was due to
increase in inflation, population and economic growth of the State and heavy
expenses incurred by the Government.

Stamp duty and Registration fees: The increase (10.10 per cent) was due to
revision of Minimum Valuation Register (MVR) of urban areas in the State
with effect from 1 April 2010.

Taxes on goods and passengers-tax on entry of goods into local areas: The
increase (24.37 per cent) was due to increase in inflation, population and
economic growth of the State and heavy expenses incurred by the
Government.

The other departments did not inform (October 2011) the reasons for variation,
despite being requested (between June and October 2011).
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1.1.3 The following table presents the details of non-tax revenue raised
during the period 2006-07 to 2010-11.

Head of Revenue

2006-07

2007-08

2008-09

2009-10

2010-11

R in crore)

Percentage
of increase

(+) /decrease
(-) in 2010-11
over 2009-10

1 Interest receipts 175.99 170.71 304.57 353.27 | 237.96 (-) 32.64

2 | Forestry and wildlife 6.35 6.64 6.15 6.78 7.64 (+) 12.68

3 | Non-ferrous mining 127.65 178.66 245.00 319.93 405.59 (+)26.77
and metallurgical
industries

4 | Miscellaneous 20.88 3.02 385.82 770.28 0.34 (-) 99.96
general services

5 | Medium irrigation 10.95 9.67 10.64 14.80 15.45 (+) 4.39

6 | Medical and public 17.52 21.07 17.25 14.08 15.33 (+) 8.88
health

7 | Fisheries 6.09 6.57 6.87 7.87 7.28 (-) 7.50
Roads and bridges 16.75 17.95 26.40 30.02 39.60 (+)31.91

9 | Police 10.53 23.47 9.44 11.89 11.85 (-) 0.34

10 | Other administrative 20.28 12.00 8.09 9.42 19.98 (+) 112.10
services

11 | Other non-tax 98.29 75.83 133.09 132.08 | 224.51 (+) 69.98
receipts

525.59

985.53

1,153.32

1,670.42

() 41.00

As per the Finance Accounts, Government of Bihar for the year 2010-11, the
reasons for variation in collection of non-tax revenue are as under:

Interest Receipts: The decrease (32.64 per cent) was mainly due to less
receipt from departmental commercial undertakings.

Miscellaneous general services: The decrease (99.96 per cent) was due to
less receipt mainly under the minor head ‘105- Sale of Land and Property’
(X 9.73 lakh) and ‘800 Other Receipts’ R 769.85 crore). The receipt during
2009-10 under minor head ‘800 Other Receipts’ (X 770.06 crore) increased
mainly due to contra credit of debt waiver of I 769.87 crore granted by the
Central Government. No such debt waiver was received during the year
2010-11.

The departments concerned did not imform (October 2011) the reasons for
variation, despite being requested (between June and October 2011).
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1.2  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 PAG (Audit) Bihar conducts periodical inspection of the Government
departments to test-check the transactions and verify the maintenance of the
important accounts and other records as prescribed in the rules and procedures.
These inspections are followed up with the IRs incorporating irregularities
detected during the inspection and not settled on the spot, which are issued to
the heads of the offices inspected with copies to the next higher authorities for
taking prompt corrective action. The heads of the offices/ Government are
required to promptly comply with the observations contained in the IRs,
rectify the defects and omissions and report compliance through initial reply to
the PAG within one month from the date of issue of the IRs. Serious financial
irregularities are reported to the heads of the departments and the Government.

A review of IRs issued upto December 2010 disclosed that 22,364 paragraphs
involving ¥ 10,404.30 crore relating to 4,259 TRs remained outstanding at the
end of June 2011 as mentioned below along with the corresponding figures for
the preceding two years:

June 2009 June 2010 June 2011
Number of outstanding IRs 3,855 4,150 4,259
Number of outstanding paragraphs 20,552 21,968 22,364
Amount involved (% in crore) 5,009.24 7,876.02 10,404.30

The Department-wise details of the IRs and paragraphs outstanding as on 30
June 2011 and the amounts involved are mentioned in the following table:

R in crore)
Name of the Nature of Number of Number of Money value
departments receipts outstanding  outstanding involved
IRs audit
observations
1 Commercial Taxes/VAT on 550 5,444 4,762.25
Taxes sales, trade etc
Entry tax 143 322 74.06
Electricity duty 21 25 16.74
Entertainments 13 21 0.61
tax, luxury tax,
elc.
2 | Registration, | State excise 383 1,910 858.73
Excise and
Prohibition
(Excise)
3 Revenue and | Land revenue 1,518 6,532 959.70
Land
Reforms
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Transport Taxes on motor 456 3,195 1,160.04

vehicles
Registration, | Stamps and 427 1,177 191.68
Excise and registration fees
Prohibition
(Registration)
Mines and Non-terrous 316 2,026 977.39
Geology mining and

metallurgical

industries
Envitonment | Forestry and 143 558 596.26
and Forest wild life
Water Water rates 233 1,020 763.48
Resources
Sugar Sugar cane 56 134 43.36
Industries

Total 4,259 22,364 10,404.30

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 1,671 IRs
issued upto December 2010. This large pendency of the IRs due to norrreceipt
of the replies is indicative of the fact that the heads of offices and heads of the
departments did not initiate action to rectify the defects, omissions and
irregularities pointed out by the PAG in the IRs.

We recommend that the Government may take suitable steps to install an
effective procedure for prompt and appropriate response to audit
paragraphs. It may also consider initiating action against officials/officers
who do not send replies to the IRs/paragraphs as per the prescribed time
schedules or who fail to take action to recover loss/outstanding demand in
a time-bound manner.

1.2.2 Departmental audit committee meetings

The Government set up audit committees (during various periods) to monitor
and expedite the progress of the settlement of IRs and paragraphs in the IRs.
The details of the audit committee meetings held during the year 2010-11 and
the paragraphs settled are mentioned in the following table:

R in crore)
Head of revenue Number of Number of Amount
meetings held paragraphs settled
Commercial taxes 1 118 7.01
Land revenue 2 117 6.35
State excise 2 64 14.04

‘

Total 299 27.40

As against 5,812 outstanding paragraphs with revenue impact of I 4,853.66
crore in respect of Commercial taxes, only 118 paragraphs involving ¥ 7.01
crore (0.14 per cent) could be settled through departmental audit committee
meetings. Further, in Land revenue, only 117 paragraphs involving ¥ 6.35
crore (0.66 per cent) against 6,532 outstanding paragraphs involving ¥ 959.70
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crore while in State excise, only 64 paragraphs involving I 14.04 crore (1.63
per cent) against 1,910 outstanding paragraphs involving ¥ 858.73 crore could
be settled through departmental audit committee meetings.

The Government may take suitable steps to hold departmental audit
committee meetings at regular intervals for the settlement of outstanding
IRs/paragraphs.

1.2.3 Non-production of records to Audit for scrutiny

The programme of local audit of various tax/revenue receipts oftices is drawn
up sulficiently in advance and intimations are issued, usually one month
before the commencement of audit, to the concerned department to enable it to
keep the relevant records ready for audit scrutiny.

During 2010-11, 187 tax assessment records/other records relating to 56
offices pertaining to six revenue heads were not made available to audit. In
none of these cases the revenue involved could be ascertained. Year wise
breakup of such cases is given in Annexure-L.

1.2.4 Response of the departments to the draft audit paragraphs

The Chief Secretary, Government of Bihar issued directions (August 1967) to
all the departments to send their response to the draft audit paragraphs
proposed for inclusion in the Report of the Comptroller and Auditor General
of India within six weeks. As per Paragraph 207(1) of the Regulations on
Audit and Accounts, the PAG forwards the draft paragraphs to the Secretaries
ot the concerned departments through demi-official letters drawing their
attention to the audit findings and requesting them to send their response
within six weeks. The fact of non-receipt of the replies from the departments is
invariably indicated at the end of each paragraph included in the Audit Report.

Thirty three draft paragraphs and two reviews included in this Report for the
year ended 31 March 2011 were forwarded to the Secretaries of the concerned
departments between May and September 2011 through demi-official letters.

The Commissioner-cum-Secretary of the Commercial Taxes Department had
sent partial replies to two draft paragraphs. We are yet to receive the replies
from the Government in the remaining draft paragraphs.

1.2.5 Follow-up on Audit Reports

The departments of the Government are required to prepare self-explanatory
action taken notes (ATNs) on the audit paragraphs and send it to the Public
Accounts Committee (PAC) within three months of an Audit Report being
presented to the State Legislature.

We reviewed the position and found that as of August 2011, 11 departments
had not furnished the self-explanatory ATNs in respect of 84 paragraphs
included in the Audit Reports for the years between 1990-91 and 2009-10 for
vetting. The delay ranged from 10 months to over 17 years as mentioned
below:

Audit Report (Revenue Receipts)
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Department Dates of Last date by Number of Delay
presentation which paragraphs in
to the Departmental for which months
Legislature notes were due Departmental
notes were
due
1 Finance 2004-05 March 2006 June 2006 1 62
2 Commercial 2000-01, | December March 2004, 25 10 to
Taxes 2005-06 to | 2003, July October 2007 to 89
2009-10 | 2007 to July October 2011
2011
3 Registration, 1990-91, | March 1994, June1994, 10 38 to
Excise and 1995-96 to | March 1997 to Junel997 to 206
Prohibition 1997-98, [ August 1999, November
(Excise) 1999- March 2002, 1999, June2002.
2000, March 2008, June 2008,
2006-07, | July 2011 October 2011
2009-10
4 Revenue and 2004-05to | March 2006 to June 2006 to 4 10 to
Land reforms 2005-06, | July 2007, July | October 2007, 62
2008-09 | 2010 to July October 2010to
2011 October 2011
5 Registration, 2000-01, | December March 2004, 9 10 to
Excise and 2002-03 to | 2003, March 2005 to 89
Prohibition 2003-04, | December March 2006,
(Registration) 2008-09 to | 2004 to October 2010
2009-10 December to October
2005, July 2011
2010 to July
2011
6 | Transport 2000-01, | December2003 | March 2004 7 10 to
2008-09 to | July 2010 to October 2010 to 89
2009-10 | July 2011 October 2011
7 | Mines and 2002-03 to | December 2004 | March 2005 to 10 38 to
Geology 2003-04, | to December March 2006, 77
2005-06 to | 2005 July October 2007
2006-07, | 2007 March Lo June 2008,
2009-10 2008, July October 2011
2011
8 Environment 2003-04, | December March 2006, 7 22 to
and Forest 2005-06 to | 2005, July October 2007 65
2007-08 | 2007 to July to October
2009 2009
9 Water 1995-96, | March 1997, June 1997, 8 10 to
Resources 1997-98, August 1999, November 170
2005-06 to | July 2007 to 1999, October
2009-10 | July 2011 2007 to October
2011
10 | Urban 1997-98 | August 1999 November 1999 1 141
Develapment
and Housing
11 | Agriculture 2005-06 | July 2007 October 2007 2 46
Tatal 84

The delay in submission of self-explanatory ATNs was indicative of the fact
that the heads ot the ottices/departments did not take prompt action on the
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important issues highlighted in the Audit Reports that involved large sums of
unrealised revenue, the recovery of some of which could be barred by
limitation now

1.2.6 Compliance with the earlier Audit Reports

During the years between 2005-06 and 2009-10, the departments/Government
accepted audit observations involving ¥ 1,292.90 crore of which an amount of
% 3.62 crore only was recovered as on 31 March 2011 as mentioned below:

R in crore)

Year of Audit Amount involved Amount accepted Amount recovered

Report in the Audit Report

2005-06 304.68 8.07 1.26

2006-07 206.42 61.40 0.82

2007-08 523.80 417.49 1.48

2008-09 838.92 709.78 0.02

2009-10 977.82 96.16 0.04

Total 2,851.64 1,292.90 3.62

The above table indicates that the recovery in respect ol the accepted cases
was meagre (0.28 per cent) as compared to the accepted money value.

The Government needs to take necessary steps for prompt recovery of the
amounts involved, at least in the accepted cases.

1.3 Analysis of the mechanism for dealing with the issues 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 Inspection Reports/Audit
Reports in respect of Transport Department was evaluated. The succeeding
paragraphs 1.3.1 and 1.3.2 discuss the performance of the 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
2000-01 to 2009-10.

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 August 2011 are
mentioned in the following table:
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(Zin crore)

Opening balance Addition during the Clearance during the Closing balance during
year year the year

Para Money IRs Para  Money IRs Para Money IRs Para Money

graphs value graphs value graphs  value graphs value

2000-01 381 | 3,452 619.48 14 165 311.85 - - - 395 | 3,617 931.33
2001-02 | 395 | 3,617 931.33 22 180 11.25 - - - 417 | 3,797 942.58
2002-03 | 417 | 3,797 942.58 50 263 21.82 - - 467 | 4,060 964.40
2003-04 | 467 | 4,060 964.40 10 103 79.63 - - 477 | 4,163 1,044.03
2004-05 | 477 | 4,163 | 1,044.03 | 35 274 116.67 - - 512 | 4,437 1,160.7
2005-06 | 512 | 4437 | 1,160.70 | 46 53 198.42 - - 558 | 4,490 1,359.12
2006-07 | 558 | 4,490 | 1,359.12 | 25 172 41.63 | 314 | 2,256 | 831.42 | 269 | 2,406 569.33
2007-08 | 269 | 2,406 569.33 65 201 141.29 - 55 21.01 | 334 | 2,552 689.61
2008-09 | 334 | 2,552 689.61 43 218 155.98 | 02 102 57.79 | 375 | 2,668 787.80
2009-10 | 375 | 2,668 787.80 43 310 253.13 - 13 - 418 | 2,965 1,040.93

In view of heavy accumulation of pending IRs/paragraphs, the responsibility
of disposal of pending IRs and paragraphs upto the year 1995-96 was left to
the Department (August 2006) except in cases of outstanding draft paragraphs,
reviews, cases pending in Hon’ble courts and cases of defalcation in which the
final decision rests with the PAC/Hon’ble Courts.

1.3.2 Assurance given by the Department/Government on the issues
highlighted in the Audit Report

1.3.2.1 Recovery of accepted cases

The position of paragraphs included in the Audit Reports of the last 10 years
and those accepted by the Department are mentioned below:

Year of Number of Money Number of Money Position of

AR paragraphs value of the | paragraphs value of recovery in
included in paragraphs accepted accepted accepted cases as
AR ® in crore) paragraphs reported by the

 in crore) Department

® in lakh)
2000-01 2 23R.23 2(1 partial) 15.83 0.06
2001-02 4 3.05 3 2.25 6.09
2002-03 4 12.33 4 12.33 149.43
2003-04 3 8.60 2 8.40 74.61
2004-05 2 29.60 2(1 partial) 23.29 325.70
2005-06 4 32.98 2(1 partial) 30.13 409.04
2006-07 6 30.44 4 27.70 279.29
2007-08 7 36.18 6 34.21 346.80
2008-09 1 57.68 1 57.68 0.36
2009-10 4 20.96 3 20.41 NIL

29(3 partial) 232.23 1,591.38 or

< 15.91 crore

The preceding table shows that out of I470.05 crore involved in 37
paragraphs included in the Audit Reports for the years 2000-01 to 2009-10,
the Government/Department accepted I 232.23 crore involved in 29 (3 partial)
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paragraphs against which recovery of ¥ 15.91 crore (6.85 per cent) could
only be effected.

The Government/Department may take effective steps for recovery of
Government revenue in accepted cases.

1.3.2.2 Action taken on the recommendations accepted by the
departments/Government

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

Three reviews containing 13 recommendations were featured in the Audit
Reports for the years 2004-05 and 2008-09 on receipts of Transport
Department. We are yet to receive any information regarding acceptance of
the recommendations and action taken thereon (August 2011) as detailed
below:

Year of AR Name of the review Number of
recommendations
2004-05 Levy and collection of motor vehicles tax 3
2004-05 Information Technology based Review on 3
‘Road Transport Management I[nformation
System (NICTRAN)’.
2008-09 Levy and collection of mo tor vehicles taxes 7

1.4  Audit Planning

The unit offices under various departiments 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 includes 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 earnings during the past five years, features of the tax
administration, audit coverage and its impact during the past five years eic.

During the year 2010-11, the audit universe comprised of 1,022 auditable
units, of which we planned 296 units and audited 280 units which was 27.40
per cent of the total auditable units. The details are shown in Annexure-IL

Besides the compliance audit mentioned above, we also conducted two
performance audits namely ¢ Utilisation of declaration forms in inter-state
trade and commerce’ and ‘Computerisation of Transport Department in
Bihar’ to examine the efficacy of the tax administration of these receipts
which are featured in this Audit Report.
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1.5 Results of audit

1.5.1 Position of local audit conducted during the year

We conducted test-check of the records of 280 units of commercial taxes,
State excise, motor vehicles, forest and other departmental offices during the
year 2010-11 and observed underassessment/short levy/loss of revenue of
% 1,978.35 crore in 1,858 cases. During the course of the year, the departments
concerned accepted underassessment and other deficiencies of ¥ 80.26 crore
involved in 232 cases of which 11 cases involving I 1.29 crore were pointed

out in audit during 2010-11 and the rest in the earlier years. The departments
collected ¥ 63.10 lakhin 111 cases during 2010-11.

1.5.2 This Report

This report contains 33 paragraphs (selected from the audit detections made
during the local audit referred to above and during earlier years which could
not be included in the earlier reports) and two performance audits on
‘Utilisation of declaration forms in inter-state trade and commerce’ and
‘Computerisation of Transport Department in Bihar’ relating to
short/norlevy of tax, duty and interest, penalty efc. involving financial effect
of ¥893.61 crore. The departments/Government have accepted audit
observations involving ¥ 155.08 crore out of which ¥ 1.21 crore has been
recovered. The replies in the remaining cases have not been received (October
2011). These paragraphs/performance audits are discussed in the succeeding
chapters Il to V.
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Commercial Taxes

EXECUTIVE SUMMARY

Decrease in tax collection
over Budget estimates

In 2010-11. the collection on taxes/VAT on sales, trade etc
decreased by 19.02 per cenr as compared to the budget
estimates which was attributed by the Department to decrease
in rate of tax on kerosene oil. negative growth of'telecom sector
as well as non-achievement of target by some important sectors
like cement, electrical goods, tobacco etc.

Very low recovery by the
Department in respect of

observations pointed out
by us in earlier years

During the period 2005-06 to 2009-10, we had pointed out
non/short levy, non/short realisation, underassessment/loss of
revenue, incotrect exemption. concealment/suppression  of
turnover, application of incorrect rate of tax, incorrect
computation etc., with revenue implication of ¥ 2,337.63 crore
in 2,594 cases in respect of taxes / VAT on sales, trade etc. Of
these, the Department/Government had accepted audil
observations in 1,052 cases involving ¥ 1,554.28 crore. The
negligible recovery of ¥ 1.99 crore (0.13 per cent) against
accepted cases involving ¥ 1,554.28 crore indicates lack of
promptness on the part of the Government/ Department in
recovering the Government dues.

During the year 2010-11, the Commercial Taxes Department
did not select any unit for internal audit. This shows weakness
in the internal control mechanism leading to omissions on the
part of Assessing Authorities (AAs), which could not be
detected till our audit and consequently there was substantial
leakage of revenue.

Internal aundit not
conducted
Results of audit

conducted by us in
2010-11

In 2010-11, we test-checked the records of 48 units relating ta
commercial taxes and found underassessment of taxes and
other irregularities involving ¥ 1.638.83 crore in 1.107 cases.
The Department accepted underassessment and other
deficiencies of ¥ 57.98 crore in 136 cases, which were pointed
out during the earlier years. An amount of I 63.10 lakh was
realised in 111 cases during the year 2010-11.

What we have highlighted
in this Chapter

In this Chapter we present a performance audit on *Utilisation
of declaration forms in the inter-state trade and commerce’
and a few illustrative cases of ¥ 863.17 crore selected from
observations noticed during our test-check of records relating
to non/short levy, non/short realisation, underassessment etc.,
in the offices of the Commercial Taxes Department, where we
found that the provisions of the Acts/Rules were not observed.
It is a matter of concern that similar omissions have been
pointed out by us repeatedly in the Audit Reports for the past
several years, but the Department did not take corrective action
till we pointed out the same mistakes.

We are also concerned that though these omissions were
apparent from the records which were made available to us, the
AAs were unable to detect these mistakes.

Our conclusion

The Department needs to improve the internal control system
so that weaknesses in the system are addressed and omissions
detected by us are avoided in future.

It also needs to take appropriate steps to recover the amount
involved, at least in accepted cases.
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2.1.1 Tax administration

The collection of commercial taxes' in the State is administered by the
Finance (Commercial Taxes) Department which is headed by the
Comimissioner ot Commercial Taxes (CCT). In the exercise of his tunctions,
the CCT is assisted by five Additional Commissioners, three Joint
Commissioners of Commercial Taxes (JCCT), ten Deputy Commissioners of
Commercial Taxes (DCCT)/Assistant Commissioners of Commercial Taxes
(ACCT) and five Commercial Taxes Officers (CTOs) at the headquarters level
including the Bureau of Investigation wing. At the field level the State is
divided into nine’ administrative divisions, seven® appeals divisions and four®
audit divisions, each headed by a JCCT. The nine administrative divisions are
further sub-divided into 49 circles each headed by a DCCT/ACCT assisted by
CTOs. The circle is the basic activity centre of the Departiment.

2.1.2 Trend of receipts
2.1.2.1 Taxes/VAT on sales, trade etc.

The variation between budget estimates (BEs) and actual receipts from taxes/
VAT on sales, trade etc. during the period 2006-07 to 2010-11 along with the
total tax receipts during the same period is mentioned below:

® in crore)
Year Budget Actual Variation  Percentage Total tax Percentage of
estimates receipts  excess (+)/ (1 receipts of actual Sales
shortfall (-)  variation the State ax/VAT
receipts vis-a-
vis total tax
receipts
2006-07 | 2,364.67 | 2,081.49 (-)283.18 (-) 11.98 4,033.08 51.61
2007-08 | 2,879.93 | 2,534.80 (-)345.13 (-)11.98 5,085.53 49.84
2008-09 | 2,937.72 | 3,016.47 (H)78.75 (+)2.68 6,172.74 48.87
2009-10 | 3,948.03 | 3,839.29 (-) 108.74 (-) 2.75 8,089.67 47.46
2010-11 | 5,627.69 | 4,557.18 | (-)1,070.51 (-)19.02 9.869.85 46.17

The above table indicates that though the receipts under taxes/VAT on sales,
trade etc. increased during the period from 2006-07 to 2010-11, the
percentage of these receipts in comparison to the total tax receipts of the State
consistently decreased during the same period.

The reasons for variation in BEs and actual receipts during 2010-11 were
attributed to decrease in rate of tax on kerosene oil, negative growth of
telecom sector as well as non-achievement of targets by some important
sectors like cement, electrical goods, tobacco etc.

Commercial taxes include taxes/VAT on sales, trade etc., entry tax, electricity duty
and entertainment tax.

Bhagalpur, Central, Darbhanga, Magadh, Pawma East, Patna West. Purnea, Saran and
Tirhut.

Bhagalpur, Central, Darbhanga, Magadh, Patna, Purnea and Tirhut.

Bhagalpur, Magadh, Patna and Tirhut.

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



Chapter ll- Commercial Taxes

The trend of receipts vis-&-vis the BEs and total tax receipts is given in the
following bar diagram:

Budget estimate, actual receipts and total tax receipts of the State
(% in crore)
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The pie chart below depicts the contribution of taxes/VAT on sales, trade etc.
receipts to the total tax receipts (X 9,869.85 crore) of the State during 2010-11:

Position of taxes/VAT on sales, trade etc. in the total tax receipts during the year 2010-11
(¥ in crore)

4557.18, 46%

@EOther Tax Receipts OTaxes/VAT on sales, trade etc.

2.1.2.2 Entry tax

The variation between BEs and actual receipts from entry tax during the
period 2006-07 to 2010-11 along with the total tax receipts during the same
period is mentioned in the following table:
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R in crore)

Year Budget Actual Variation Percentage Total tax Percentage of

estimates  receipts of receipts actual entry
variation of the tax receipts vis-

State a-vis total tax

receipts

2006-07 603.64 783.01 179.37 29.71 4,033.08 1941
2007-08 381.33 937.87 556.54 145.95 5,085.53 18.44
2008-09 825.00 [ 1,279.41 454 .41 55.08 6,172.74 20.73
2009-10 1,270.00 | 1,613.16 343.16 27.02 8,089.67 19.94
2010-11 1,623.76 | 2,006.32 382.56 21.13 9,869.85 20.33

The above table indicates that there was no consistency in the actual receipts
against BEs during 2006-07 to 2010-11.

The trend of receipts vis-a-vis the BEs and total tax receipts is given in the
following bar diagram:

Budget estimate, actual receipts and total tax receipts of the State
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The chart below depicts the contribution of entry tax receipts to the total tax
receipts (% 9,869.85 crore) of the State during 2010-11:

Position of entry tax receipts in the total tax receipts during the year 2010-11

(¥ in crore)

2006.32, 20%

7863.53, 80%

O Other Tax Receipts

O Entry Tax Receipts
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2.1.3 Analysis of arrears of revenue

The arrears ot revenue in respect ot commercial taxes as on 31 March 2011
amounted to I 941.61 crore of which ¥ 428.09 crore was outstanding for more
than five years. The following table depicts the position of arrears of revenue
during the period 2006-07 to 2010-11.

R in crore)

Opening balance of Amount collected Closing balance of
arrears during the year arrears
2006-07 916.01 212.21 994.17
2007-08 994.17 196.01 963.83
2008-09 963.83 168.66 1,007.25
2009-10 1,007.25 112.15 1,358.78
2010-11 1,358.78 546.24 941.61

The above table shows that the collection of arrears of revenue in respect of
commercial taxes consistently decreased from 2007-08 to 2009-10 over the
previous year while there was significant increase (387 per cent) during the
year 2010-11 in comparison to 2009-10 which is required to be maintained in
subsequent years.

2.1.4 Cost of collection

The gross collection of Commetcial Taxes”, expenditure incurred on collection
and the percentage of such expenditure to gross collection during the years
2008-09 to 2010-11 along with the relevant all India average percentage of
expenditure on collection to gross collections for the relevant previous years
are mentioned below:

R in crore)
Year Gross collection Expenditure on  Percentage of All India average
collection expenditure to percentage for the
gross collection previous year
2008-09 4,377.92 46.67 1.07 0.83
2009-10 5,541.00 48.84 0.88 0.88
2010-11 6,653.37 57.23 0.86 0.96

The above table indicates that the percentage of expenditure to gross
collection in respect of Commercial Taxes revenue during
2010-11 was below the all India average percentage for the previous year.
This is required to be maintained in subsequent years.

2.1.5 Assessee profile

As reported by the Departiment the total number of registered dealers in the
State as on 31 March 2011 was 2,04,573 of which 94,995° dealers were
taxpayers. Out of the remaining 1,09,578 dealers 61,122 dealers were not

Gross collection by the Commercial Tax Department includes taxes/VAT on sales,
trade etc., taxes on goods and passengers- tax on entry of goods into local areas,
taxes and duties on electricily and other taxes and duties on commodities and
services.

Number of dealers paying tax more than<310,000- 24,387 (large tax payer).

Number of dealers paying tax up to< 10,000- 70,608 (small tax payer).
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filing returns against whom action under section 24(8) of BVAT Act, 2005
has been taken.

2.1.6 Analysis of collection

The break-up of the total collection at the pre-assessment stage and after
regular assessment of taxes/ VAT on sales, trade etc. during the year 2010-11
and the corresponding figures for the preceding four years as furnished by the
Finance (Commercial Taxes) Department is mentioned in the following table:

® in crore)
Year Amount Amount Penalty  Amount Net Net Percentage
collected collected for delay refunded collection as collection of column
at pre- after in per as per 2t07
assessme regular payment Department Finance
nt stage/ assessment/  of taxes Accounts
scrutiny scrutiny and
duties
4
2006-07 2,002.62 81.25 2.81 11.96 2,071.92 2,081.49 96.21
2007-08 2,537.11 39.86 2.24 38.00 2,538.97 2,534.80 100.09
2008-09 3,049.18 54.22 1.04 38.92 3,065.52 3.016.47 101.08
2009-10 3,793.15 50.25 1.40 19.86 3.823.54 3.839.29 98.80
2010-11 4,564.98 25.81 2.24 10.80 4,590.79 4.557.18 100.17
Efforts may be made to maintain the percentage of collection at

pre-assessment stage.

2.1.7 Impact of audit
Revenue impact

During the period 2005-06 to 2009-10, we have pointed out non/short levy,
non/short realisation, underassessment/loss of revenue, incorrecl exemption,
concealment/suppression of turnover, application of incorrect rate of tax,
incorrect computation efc., through our inspection reports, with revenue
implication of ¥ 2,337.63 crore in 2,594 cases in respect of taxes/VAT on
sales, trade efc. Of these, the Department/Government had accepted audit
observations in 1,052 cases involving ¥ 1,554.28 crore. The recovery,
however, was just ¥ 1.99 crore as shown in the following table:

( in crore)

Year No. of Pointed out Accepted Recovered

a::il;:id No. of Amount No. of Amount No. of Amount
cases _ cases _ cases

2005-06 48 460 30.32 58 12.29 54 1.25
2006-07 40 365 62.82 76 2.12 Nil Nil
2007-08 36 479 315.60 70 2.64 - 0.14
2008-09 41 408 665.33 42 616.26 15 0.08
2009-10’ 36 882 1,263.56 806 920.97 110 0.52
Total 201 2,594 2,337.63 1,052 1,554.28 179 1.99

Figures for the year 2009-10 also include the data relating to entry tax.
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This negligible recovery of ¥ 1.99 crore (0.13 per cent) against accepted cases
involving ¥ 1,554.28 crore indicates lack of promptness on the part of the
Government/ Department in recovering the Government dues.

We recommend that the Government may take appropriate steps to
recover the amounts involved, at least in the accepted cases.

2.1.8 Working of internal audit wing

The internal audit wing called Finance (Audit) works under the Finance
Department. The internal audit of the different offices of the Government is
conducted on the basis of requisitions received tfrom the administrative
departments. Generally an audit team of Finance (Audit) comprises of three
members, one being the head of the team. Taking into consideration the
quantum of requisitions for audit, personnel for audit teams are drawn from
headquarters/divisional offices. However, the Finance Department did not
furnish information regarding the number of offices due for audit, audit
conducted, number of observations issued and the amounts involved, to us. In
Finance (Commercial Taxes) Department, there were four audit divisions
responsible for ascertaining the correctness of accounts maintained by the
dealers selected by the CCT. In 2010-11, the Department did not select any
unit for internal audit.

2.1.9 Results of audit

In 2010-11, we, test-checked the records of 48 units relating to commercial
taxes and found underassessment of taxes and other irregularities involving
% 1,638.83 crore in 1,107 cases which fall under the following categories:

R in crore)
Categories Amount
1 ‘Utilisation of declaration forms in inter-state trade 1 16.30
and commerce’ (A Performance Audit)
A : Taxes/VAT on Sales, trade etc.
2 Non-levy/shott levy of tax 107 44.74
3 Suppression of turnover taxes 210 648.69
4 Excess allowance of ITC 89 145.10
5 Underassessment of CST 91 26.19
6 Irregular allowance of exemption from tax 53 380.90
7 Application of incorrect rates of tax 82 43.14
8 Shert levy of tax due to incorrect determination of 12 16.08
turnover
9 Non-levy of penalty for excess collection of 7 9.75
tax/mistake in computation
10 Non-levy of purchase tax 10 0.25
11 Nan-levy/short levy of additional tax and surcharge 3 0.54
12 Other cases 330 105.89
Total 995 1,437.50
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B : Entry Tax
1 Nean/short levy of entry tax due to suppression of 33 174.11
import value

2 Application of incorrect rate of entry tax 37 20.98
3 Other cases 40 6.16
Total 110 201.25

C : Entertainment tax/luxury tax
1 | Nou/short levy of entertainment tax 2 0.01
Total 2 0.01
Grand total 1,107 1,638.83

During the course of the year, the Departiment accepted underassessment and
other deficiencies of ¥ 57.98 crore in 136 cases and an amount of ¥ 63.10 lakh
was realised in 111 cases which were pointed out during the earlier years.

At the instance of audit, the Department recovered an amount of 316.94 lakh
in two cases of Patna Special circle.

Audit (indings of the Performance Audit on ¢Utilisation of declaration forms
in inter-state trade and commerce’ with financial impact of ¥ 16.30 crore
and a few other illustrative audit observations involving ¥ 846.87 crore are
mentioned in the succeeding paragraphs.
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2.2 ‘Utilisation of declaration forms in inter-state trade and
commerce’
Highlights

There was no prescribed mechanism for issuance of declaration forms from
the Commissionerate to the circles and also there was absence of provision for
physical verification ot stock of torms.

(Paragraphs 2.2.8.1 and 2.2.9)

There was lack of provision to check the utilisation of declaration forms from
the information available on the TINXSYS website before allowing the correct
amount of tax exemption/ concession. Further, the provisions of scrutiny do
also not prescribe to check the utilisation of declaration forms with the
purchase/receipts shown in the returns.

(Paragraph 2.2.11 and 2.2.13)

No declaration forms were sent tor veritication by the Headquarters 1B wing
of the Commercial Taxes Department during the years 2006-07 to 2009-10,
though this work was entrusted to the wing.

(Paragraph 2.2.12.2)

Four dealers availed exemption/concession of I 1.57 crore on the basis of
seven fake declaration forms issued by dealers of other States during the
period 2006-10, though these forms were not issued from the concerned
circles of that State.

(Paragraph 2.2.14.1)

Twelve dealers had availed/allowed exemption/concession of I 9.10 crore on
the strength of 28 declaration forms during 2006-10. But on cross-verification
we observed that these declarations were issued for I 5.30 crore. Thus,
exemption of ¥ 3.80 crore was irregular.

(Paragraph 2.2.14.2)

Nine dealers availed exemption/concession of ¥ 9.34 crore on the basis of 26
declaration forms issued by the dealer of the State during 2006-09, though
these forms were actually issued to another dealer either by concerned circle
or dealer.

(Paragraph 2.2.14.3)

2.2.1 Introduction

Under the Central Sales Tax Act, 1956 (CST Act), registered dealers are
eligible to certain concessions and exemptions of tax on inter-state
transactions on submission ol prescribed declarations in Forms *C’ and “F’.
The State Governments grant these incentives to dealers for furtherance of
trade and commerce on production of these declaration forms. It is the
responsibility of the Commercial Tax Department to ensure proper accounting
of declaration forms and to take adequate safeguards against mis-utilisation of
declaration forms on which tax relief is allowed involving large amount of
revenue to the State exchequer.
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Form ‘C’

Under Section 8(1) of the CST Act, every dealer, who in the course of
inter-state trade and commerce, sells to a registered dealer, goods of the
classes, specitied in the certiticate ot registration of the purchasing dealer,
shall be liable to pay tax at the concessional rate of four per cent (reduced to
three per cent w.e.f. 17 April 2007 and two per cent w.e.f. 1° June 2008) of

such turnover provided such sales are supported by declarations in torm 'C'.

Inter-state
Investigation wing
to monitor inter-

> state transactions
Dealer Y -
Dealer X Purchaser
- o
Seller X’ sells goods to ‘Y’ Jesls ered
registered in State °B*

—— in State ‘A" [— 3
Assessing
unit issues
Form C to

‘X’ can pay tax in State ‘A’ at s ‘sz;'lel‘ ‘Y;l
the concessional rate of four/two e s . . . 1.1rn}s s
per cent of such turnover if such | Y’ issues the original utilisation
sales are supported by the and duplicate copies of certificates

. . iy the form to X’ and of the form
original copy of the form 'C . .
obtained from *Y’. He will retain retains the counterfoil. to the AQO.
the duplicate copy.

Form ‘F’

Under Section 6A of the CST Act, as amended from time to time, transfer of
goods not by reason of sales by a registered dealer to any other place of his
business outside the State or to his agent or principal in other States is exempt
from tax on production ol declaration in form 'F', duly filled in and signed by
the principal officer of the other place of business or his agent or principal, as
the case may be, along with evidence of despatch of such goods. Filing of
declarations in form 'F' was not mandatory up to May 2002. However, the Act
provided for the assessing authority to make such enquiries as he deemed
necessary to satisfy himself on bonafides of the transter such as sale patties,
despatch particulars, way bills etc.
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Inter-state
Investigation wing

to monitor inter-
»  state transactions
< Dealer Y --
Branch/Agent/
Eea!e: X di principal
cgisteredin ~ registered in
State ‘A’ X transfers goods to ‘Y’ State ‘B’ Assessing
unit issues
Form F to
dealer *Y”,
‘X’ can claim exemption of such v ‘Y" .fur.nishes
turnover if such transfers are “Y’ issues the original and i T
supported by the original copy of the - duplicate copies of the form certificates of
form 'F' obtained from ‘Y’. He will v 5% aind] meEiiG he < the form to
retain the duplicate copy. EoTTEE L the AO.

Procedure for assessment, levy and collection of central sales tax

Under the provision of Section 9 (2) of the CST Act, the authorities for the
time being empoweted to assess, re-assess, collect and enforce payment of any
tax under the general sales tax law of the appropriate State shall, on behalt of
the Government of India, assess, re-assess, collect and enforce payment of tax,
interest or penalty payable by such a dealer under this Act is a tax or interest
or penalty payable under the general sales tax law of the State. For this
purpose they may exercise all or any of the powers they have under the
general sales tax law of the State. The provisions of such law, including
provisions relating to returns, provisional assessment, advance payment of tax,
registration of the transferee of any business, imposition of the tax liability of
a person carrying of business of the transferee, recovery of tax from third
parties, appeals, reviews, revisions, references, refunds, rebates, penalty shall
apply accordingly. In case of Bihar, the Bihar Value Added Tax Act, 2005
(BVAT Act) is the appropriate general sales tax law.

2.2.2 Organisational set up

The CST Act is administered by the Commercial Tax Department, which is
headed by the Commissioner, Commercial Taxes (CCT). In the exercise of his
functions, the CCT is assisted by five Additional Commissioners, three Joint
Commissioners of Commercial Taxes (JCCT), ten Deputy Commissioners of
Commercial Taxes (DCCT) Assistant Commissioners of Commercial Taxes
(ACCT) and five Commercial Tax Officers (CTOs) at the headquarters level
including the Bureau of Investigation Wing. At the field level the State is
divided into nine® administrative divisions, seven’ appeal divisions and four'°
audit divisions each headed by a JCCT. The nine administrative divisions are
further sub-divided into 49 circles each headed by a DCCT/ACCT assisted by
CTOs. The circle is the basic activity centre of the Departiment.

Bhagalpur, Central. Darbhanga, Magadh, Patna East, Patna West, Purnea, Saran and
Tirhut.
Bhagalpur, Central, Darbhanga, Magadh. Patna, Purnea and Tichut.

1 Bhagalpur, Magadh, Patna and Tirhut.
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2.2.3 Audit objectives

The performance audit aimed to ascertain whether:

. there exists a foolproof system for custody and issue of the declaration
forms;
° there is a system for ascertaining genuineness of the declaration forms

for preventing evasion of tax;

o appropriate steps are taken on receipt and detection of fake, invalid and
defective (without proper or insufficient details) declaration forms;

° exemption/concession of tax granted by the assessing authorities was
supported by valid/ original declaration forms;

° there is a system of uploading the particulars in the TINXSYS website
and the data available there is utilised for veritying the correctness of
the declaration forms; and

. there exists an effective and adequate internal control mechanism for
preventing leakage of revenue.

2.2.4 Audit criteria

The performance audit was conducted with reference to the provisions made
under the following Acts and Rules:

e Central Sales Tax Act, 1956;

° Central Sales Tax Rules, 1957,

° Central Sales Tax (Bihar) Rules, 1957;
° Bihar Value Added Tax Act, 2005;

° Bihar Value Added Tax Rules, 2005;
° Bihar Finance Act, 1981;

° Bihar Financial Rules and

Executive and departmental orders issued from time to time.

2.2.5 Scope and methodology of audit

This performance audit covered 14 commercial tax circles'' whose records
were examined between November 2010 and January 2011, covering the self
assessment/ assessment cases completed during the period 2007-08 to
2009-10. The examination of records was limited to exemptions/concessions
granted/availed of under the CST Act using C/F forms. We requisitioned
1,089 records for test-check. The AAs, however, produced 724 assessment
records for scrutiny and we noticed in 135 assessment records that
concessions/exemptions of tax were allowed to the dealers against submission
of declaration forms by them. From these assessment records, we collected the
details of 1,839 *C’ forms and 2,459 *F’ forms issued by the AAs of 30 other
States/UTs against which the dealers of the State had availed
concession/exemption of tax on submission of the same before the AAs

& Barh, Begusarai. Kadamkuan, Khagaria, Kishanganj, Munger, Muzaffarpur West.

Patliputra, Patna Central. Patna South, Patna Special, Patna West, Samastipur and
Sitamarhi.
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concerned. These details were sent to the concerned States for cross-
verification with reference to the records maintained by the AAs of the 30
States/UTs, who issued such forms, in order to ascertain the genuineness of
those forms as well as the correciness of the value of goods. Similarly, we also
received the details of 631 *C’ forms and 482 ‘F’ forms from 22'? other
States/UTs and cross verified the same with reference to the records of the
Deputy CCTs/ Assistant CCTs of 35 circles of the State. Besides, the
performance audit also covered the audit observations made on assessments
selt assessment/ scrutiny under the Act completed in tfive circles, which were
audited during 2010-11.

The performance audit revealed a number of system/compliance deficiencies
which are discussed in the succeeding paragraphs.

2.2.6 Acknowledgement

Indian Audit and Accounts Department acknowledges the cooperation of the
Commercial Taxes Department in providing the necessary information and
records to Audit. An entry conference was held with the Secretary-cum-CCT
in November 2010 in which the audit objectives, scope and methodology of
audit were explained to the Government/Department. The findings of the
performance audit were forwarded to the Government and the Department in
September 2011 for their response. An exit conference was held in November
2011 with the Secretary-cum-CCT in which the audit findings were discussed.
Their comments have suitably been incorporated in the relevant paragraphs.

2.2.7 Trend of revenue under CST

The CST vis-a-vis VAT collections of the State during the period 2005-11
were as under:

R in crore)
VAT revenue BE for CST CST collection Percentage of
as per Finance Column 4 to
Accounts column 2
1 2 4 S

2005-06 1,733.60 92.75 54.18 3.13
2006-07 2,081.49 89.61 70.05 3.37
2007-08 2,534.80 113.36 44.28 1.75
2008-09 3,016.47 40.00 37.05 1.23
2009-10 3,839.29 25.00 1,227.80" 31.98
2010-11 4,557.18 15.00 29.58 0.65

(Source: Figures taken from Finance Accounts of the respective years )

It is therefore evident from the above table that the CST collection gradually
decreased during 2006-07 to 2010-11.

Andhra Pradesh, Assam, Chhattisgarh, Delhi, Goa, Gujarat, Haryana, Himachal
Pradesh. Jammu and Kashmir. JTharkhand, Karnataka, Madhya Pradesh. Maharashtra,
Nagaland, Orissa, Rajasthan, Sikkim. Tamil Nadu, Tripura, Uttar Pradesh,
Uttarakhand and West Bengal.

It is due to accounting error. The matter is being taken up with the accounting
authority for necessary rectification.
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System deficiencies

2.2.8 Printing and custody of declaration form

The forms are got printed from the private press after ascertaining the
requirements of the circles and following of tendering process. These forms
are received in the Commissionerate from the press and entered in the stock
registers maintained for this purpose and kept in the strong room of Nirman
Bhawan treasury, Patna. The forms are issued to the circles as well as
divisions as per their requirement. At the circle level these forms are kept in
the respective district treasuries for further distribution to the dealers.

2.2.8.1 Physical verification of stock

/ \ The physical verification of
As per the provisions of the Rule 143 forms at the Commissionerate

of Bihar Financial Rules, physical level was not done by the
verification of all stores should be departmental officers during the
done at least once every year. period 2007-08 to 2009-10 as
Further, Rule 144 provides that a intimated (November 2011) by
certificate of verification of stores the Department.

with its results should be recorded on The
the list or inventory of account, as the
case may be, where such verification

Q carried out. /

Opening Receipts Total Issue Closing
Balance balance

year-wise receipt and
distribution of declaration form
‘C’ and ‘F’ is given as under:

(Figures in Boxes“)

Form Form Form Form Form  Form Form  Form Form  Form
‘c > (o F -C? p? - o «c e

2006-07 V 104 Nil Nil 25 104 25 67 19 37 06
2007-08 37 06 75 25 112 31 25 06 87 25
2008-09 87 25 Nil Nil 87 25 38 18 49 07
2009-10 49 07 75 25 124 32 45 18 79 14

2.2.9 Issuance of declaration forms

2.2.9.1. During scrutiny of records at the Commissionerate, we observed that
the Department has not prescribed any mechanism for issuance of declaration
forms, as the forms were found issued from the Commissionerate to the circles
as well as to the divisions and it was also noticed that forms were issued from
one circle to another circle. No circle-wise or division-wise ledger was
maintained for issuance of forms. The forms were found issued through the
stock register itself and no reconciliation of entries was found for those forms
which were issued from one circle to another.

After we pointed this out, the CCT stated in the exit conference that a proper
mechanism for issuance of forms would be adopted.

14 One Box contains 2,000 forms.
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The Government/Department may consider ensuring physical verification
of statutory forms in accordance with provisions of the Bihar Financial
Rules and consider evolving a mechanism for proper distribution of
declaration forms.

2.2.9.2 Maintenance of accounts of receipts and use of declaration forms

Under the instructions

The  Bihar  Financial Rules  place issued in Jamuary 2006,
considerable responsibility on the the circle offices were
departmental authorities with regard to safe required to issue ‘C’
custody and maintenance of accounts of the forms to the dealers
utilisation of declaration forms. In order to after  filling up the
avail exemption from/the concessional rate requisite  details.  In
of tax, the declaration forms are issued to cases where advance
registered dealers by the circle offices who 1% forms were
in turn issue it to the selling dealers for requisitioned by  the
purchase/receipt of goods covered by their dealers, the forms could
registration certificate (RC) for the purpose be issued to the dealer
given on the forms. The receipt and issue of after  recording  the
the aforesaid declaration forms are estimated value at the
accounted for in separate stock registers in top of the form in red
the circle offices indicating receipt and issue ink.

of various declaration forms. The forms are However, in November
issued to the dealer on the acknowledgement 2007 the instructions of

of the dealer as token of receipt. Every
registered dealer to whom any declaration to  details mentioned
form is issued by the appropriate authority is above were withdrawn
required to maintain a complete account of by the Department and
every such form. The dealer has to furnish
utilisation statement to the competent

January 2006 pertaining

fresh instructions were
issued for issue of blank

authority showing the name of dealer to ‘C'  forms. This is
whom the form is issued, bill number and fraught with the risk of
date and description of goods purchased/ misuse of forms as
received with value. The

R L ) evident from the facts
requisition/utilisation statements submitted included in the

by the dealer are kept in separate folder
maintained for the purpose. No fresh
declaration form is to be issued by the circle
office to the dealers till accounts of the
utilisation of declaration forms issued earlier
to the dealer is submitted by him.

succeeding paragraphs.

The Government/
Department may
consider issuing the
forms after filling up
the required details to
avoid misuse of forms.
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2.2.10 Discrepancy in accounting of declaration forms

During scrutiny we observed that there is no proper accounting of declaration
forms as evidenced from the differences noticed between the number of
declaration forms issued from Commissionerate and their receipt by 10
Commercial Taxes circles'” as detailed in Annexure-III. This requires
reconciliation between the figures of the issuing and the receiving authority.

Further, we observed that four Comunercial Taxes circles did not maintain the
accounts of declaration forms properly as there were discrepancies between
the opening and closing stocks of the declaration forms as indicated below:

Name of Year Opening Receipt Total Issue Closing Remarks
circle Stock Stock
Bhagalpur | 2006-07 4,596 - 4,596 | 3,793 798 | Five forms were
(F torm) exhibited short in
the closing stock.
Jamui 2006-07 1,667 - 1,667 | 1,325 367 | 25 forms were
(F torm) exhibited excess
in the closing
stock.
Patna 2006-07 2,165 12,000 [ 14,165 | 4.916 9,249 | The closing stock
South 2007-08 7,257 — | 7,257 4,827 | 2,430 | of the preceding
(C torm) 2008-09 2,426 |  4.000| 6426| 4,067 | 2,359 | yearwas not taken
2009-10 1,738 | 14.000 | 15738 | 4632| 1,106 | 8 opeming stock
in the subsequent
year.
Samastipur | 2006-07 17 500 517 127 392 | Two forms were
(F form) exhibited excess

in the closing
stock.

The above facts indicate lack of internal control in the Department specially
in maintaining the accounts of declaration forms from the Commissionerate to
the circle level. Improper accounting of declaration forms is fraught with the
risk of misuse of the same leading to loss of revenue to the exchequer.

The Government/Department may consider prescribing a system to
reconcile the number of declaration forms between the issuing and
receiving authorities. It may also strengthen the internal control
mechanism in maintaining the accounts of declaration forms.

3 Bhagalpur, Darbhanga, Gopalganj, Muzattarpur, Patna City West, Patna North. Patna

South, Patna West, Shahabad and Sitamarhi.
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2.2.11 Non-utilisation of data uploaded in TINXSYS website

The Government of India had taken an
initiative to start a website named Tax
Information Exchange System (IINXSYS),
which was designed to help the Commercial
Tax departments of various states and Union
territories to monitor the inter-state trade
effectively. TINXSYS is a centralised
exchange of all the inter-state dealers spread
across all over India and is authored by the
Empowered Committee (EC) of State
Finance Ministers as a repository of inter-
State transactions taking place among various
states and Union territories. TINXSYS can be
used by any dealer to verify the counter party
inter-state dealer in any other state. Apart
from dealer verification, Commercial Tax
Department officials may use TINXSYS for
verification of central statutory forms issued
by other states Commercial Tax departments
and submitted to them by the dealers in

We observed that out of 631
‘C’ forms and 482 “F’ forms
sent to us from other states'®
for cross-verification,
purposes for this
performance audit, details of
251 “C’ forms and 196 ‘F’
forms were not found
up-loaded on this website.

Further, the Department has
not prescribed a system of
verification of forms
submitted by the dealers
with the database available
in the TINXSYS website
before allowing exemption/
concession of tax. This
defeated the very purpose of
creation of the site as the
assessing officers were not

utilising the website to
check the utilisation of
declaration forms.

support of claim for concessions/exemption.

After we pointed this out, the CCT stated in the exit conference that a circular
would be issued to all the circles to utilise the information available on the
TINXSYS betore allowing the exemption/concession.

The Government/Department may consider utilising the information
available on the TINXSYS website before allowing exemption/concession
in the interest of revenue.

2.2.12 Enforcement measures

2.2.12.1 Absence of Provision for blacklisting of dealers

As per the information provided by the Department, a system for blacklisting
dealers who have been found utilising invalid/fake declaration forms in the
past and circulation of the names of such dealers among various units and
states has not been prescribed. Existence of such provision could be deterrent
for those dealers who use invalid fake declaration forms.

After we pointed this out, the CCT accepted the fact in the exit conference and
stated that a provision for blacklisting dubious dealers will be made.

16 Andhra Pradesh, Assam, Chhattisgarh, Delhi, Goa, Gujarat, Haryana, Himachal

Pradesh, Jammu and Kashmir, JTharkhand, Karnataka, Madhya Pradesh, Maharashtra,
Nagaland, Orissa, Rajasthan, Sikkim, Tamil Nadu. Tripura. Uttar Pradesh,
Uttarakhand and West Bengal.

Audit Report (Revenue Receipts ) 29
for the year ended 31 March 2011



Chapter ll- Commercial Taxes

The Government may consider prescribing a system of blacklisting those
dealers who use invalid/fake declaration forms in the interest of revenue.

2.2.12.2 Functioning of Bureau of Investigation wing

ﬂ per the order of the CCT in June 199h
verification cell under the ‘Bureau of

Investigation’ (IB) at headquarters level was
entrusted to do the verification of
declaration forms ‘C’ and ‘F’. The relevant
information regarding declaration forms
were to be sent by the circles to the IB wing
at the Headquarters and information on
these forms along with the results of cross-
verification was to be recorded in a register
maintained for this purpose.

Further, the Department issued an
instruction in January 2006 that the dealers
would submit the utilisation/requisition
statement of forms in triplicate. One copy
was to be placed in the concerned folder of
the dealer, the second copy was to be placed
in the assessment records of the dealer and

the third copy was to be sent to the Central
Qwing for their verification. /

As per the information
furnished by the
Headquarters IB wing, no
declaration forms were
sent for verification by
them during the period
2006-10. Thus, the motive
behind the creation of the
IB wing remained
unfulfilled as far as the
verification of forms was
concerned. We also
observed that the
periodicity and quantum
for sending of declaration
forms to the Headquarters
IB wing for wverification
by the circles was not
prescribed. It was also
noticed that neither the
forms were sent by the
circle to the Headquarters
IB wing nor did they
requisition the same from

the circles during the period covered by the performance audit.

° As per information provided by the IB wing, during the period 2006-10
they had received 5,522 number of form ‘C" and 1,598 number of form
‘F’ for verification from other States. But no declaration form was
verified by the Headquarters IB wing, instead these declaration forms
were sent to the circles concerned for verification with a direction to
intimate the results directly to the concerned offices of other States.
This showed that the Headquarters [B wing was wotking only as a
intermediary for passing the forms to the circles.

o We further observed that no register was maintained by the IB wing for
recording information on the forms as required in the aforesaid circular

of 1991.

Thus, it was evident that the Headquarters 1B wing was ineffective in the

matter of verification of declaration forms.

After we pointed this out, the CCT stated in the exit conference that the
Headquarters 1B will be strengthened so as to make its role relevant as far as

the verification of forms is concerned.
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The Government may consider strengthening the Headquarters IB wing
so that usage of fake/obsolete/invalid declaration forms or forms procured
unscrupulously could be detected through cross-verification.

2.2.13 Deficient provision of scrutiny

/Under the provision of Section 25 of the\ We observed that there

BVAT Act, and rules made thereunder, the is no system/checklist
assessing authority shall scrutinise the returns prescribed for verifying
furnished by the dealer as per the checklist the utilisation statements
prescribed therein within the expiry of the of the declaration forms
due date for the purpose of ascertaining that while scrutinising  the
the deductions claimed therein are returns. This is fraught
substantiated in the manner and form with  the risk  of
prescribed under the Act or under any other non'short accounting of
law for the time being in force. the goods by the dealers

K / which they imported by
using declarations in

form ‘C" and ‘F’. Some instances are given in the succeeding paragraphs. [t
becomes all the more important as there is no provision of regular/mandatory
assessment of the dealer under the BVAT Act.

After we pointed this out, the CCT stated in the exit conference that a
provision for cross-verification of purchase/receipts with the utilisation
certificates of forms would be incorporated in the BVAT Act by an
amendment.

The Government/Department may consider including the verification of
utilisation statements in the checklist for scrutiny of returns.
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Cross-verification of declaration forms
2.2.14 Exemption/Concession

2.2.14.1 Irregular grant of concession/ exemption on fake declaration

forms

In three'” circles we
Under the provision of section 8 (2) of CST observed  that  four
Act, tax on inter-state sales of goods (other dealers had availed/ were
than declared goods) not supported by the allowed. exemption/
prescribed declaration in form ‘C’ shall be concession of I 1.57
levied at rate of 10 per cent or the rate crore on the strength of
applicable in the State, whichever is higher. seven  declarations in
However, this provision was amended from form *C’ and ‘F’ during
1 April 2007 and as per the amended the period 2006-10. But
provision in such circumstances the tax shall on cross-verification we
be levied at the rate of tax applicable in the observed  that  (these
State on such goods. declaration forms were

not issued from the
concerned circles of the
four States'® from which

Section 39 (4) of the BVAT Act, (the
appropriate general sales tax law) provides
for levy of simple interest at the rate of one they were stated to have
and a half per cent for each calendar month been issued. Thus, it was
or patt thereof on the difference of the evident that the dealers
amount previously admitted and tax finally
assessed from the date the tax would have
been payable. The CST Act provides for the
simple imprisonment which may extend to
six months or with fine or both or levy of

claimed/ were allowed
concession/  exemption
on the basis of fake
declaration forms which
resulted in short levy of

penalty in lieu of such imprisonment for tax of T 4.15 lakh under
misuse of declaration forms by the dealers. the CST Act including
interest.

2.2.14.2 Irregular grant of concession/exemption due to variation in
figures of the declaration forms

In seven'’ circles we observed that 12 dealers had availed/were allowed
exemption/concession of I 9.10 crore on the strength of 28 declarations in
form *C’ and ‘F’ during the period 2006-10. But on cross-verification we
observed that these declaration forms were issued for I 5.30 crore only as per
the utilisation statement submitted in the concerned circles of eight®” States.
Thus, it was evident that the dealers claimed/were allowed excess concession/
exemption of ¥ 3.80 crore on the basis of these declaration forms. Thus,
incorrect claim/allowance of exemption/ concession resulted in short levy of
tax of ¥ 26.20 lakh under the CST Act including interest (Annexure-IV).

Kishanganj, Patliputra and Samastipur.

Chhatisgarh, Madhya Pradesh, Maharashtra and Uttar Pradesh.

Begusarai, Kadamkuan, Kishanganj, Munger, Patliputra, Patna West and Samastipur.
Chhatisgarch, Delhi, Jharkhand, Madhya Pradesh, Meghalaya, Orissa, Uttar Pradesh
and West Bengal.

I
19
20
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2.2.14.3 Irregular grant of concession/exemption on declaration forms
issued to other dealers

In five?! circles we observed that nine dealers had availed / were allowed
exemption/concession of I 9.34 crore on the strength of 26 declarations in
form *C’ and ‘F’ during the period 2006-09. But on cross-verification we
observed that these declaration forms were either issued from the concerned
circles to another dealer of that State or the dealer to whom the declaration
forms were issued from the circle had shown in their utilisation certificate that
the forms were issued to some other dealer. Thus, it was evident that the
dealers claimed/were allowed concession/exemption on the basis of
declaration forms procured by unscrupulous means. Therefore the
claim/allowance of concession’ exemption on these declaration forms resulted
in short levy of tax of ¥ 48.90 lakh under the CST Act including interest
(Annexure-V).

Had the above mentioned cases been sent to the Headquarters IB wing, for
verification by the concerned States, these irregularities could have been
detected in time.

2.2.14.4 Trregular grant of concession on sale to unregistered dealers

In Patna Special Commercial Taxes Circle we observed in April 2010 that a
dealer (self-assessed) claimed concessional rate of three per cent on inter-state
sale of goods of I 55.58 lakh to four dealers during 2007-08. As the TIN of
those purchasing dealers were not mentioned in the sales list available on the
record, these dealers should have been treated as unregistered. Thus, the
selling dealer was not supposed to get benefit of concessional rate of tax in
respect of the sales made to those unregistered dealers. The dealer was
therefore liable to pay tax at the rate of 12.5 per cent. This resulted in
underassessment oftax of X 7.10 lakh including interest of I 1.82 lakh.

The matter was reported to the Government/Department in May 2011; we are
yet to receive their reply (October 2011).
2.2.15 Concealments

2.2.15.1 Suppression of inter-state sales

In six*? circles, we observed

ander the provisions of Section 31 (2) of the\
BVAT Act, read with section 9 (2) of the CST
Act, if the assessing authority is satisfied that
any turnover liable to tax under the CST Act
has been underassessed/escaped assessment,
he shall assess or reassess the tax payable
within four years and shall impose, besides
tax and interest, penalty equivalent to three

times of the tax payable on the escaped

Qumover. /

21

22
23

that eight dealers had shown
inter-state sale of various
goods of ¥ 5.82 crore and
substantiated the same by
producing 15 numbers of *C’
declaration forms issued by
the dealers of other states
during the period 2006-10.
But as per the information
received from five® states

Barh, Begusarai, Kishanganj, Patliputra and Samastipur.
Kadamkuan, Kishanganj, Munger, Patliputra, Patna West and Samastipur.
Assam, Chhatisgarh, Madhya Pradesh, Uttar Pradesh and West Bengal.
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these declaration forms were shown issued for purchase of goods of ¥ 13.90
crore. Thus, the dealer concealed inter-state sales of ¥ 8.08 crore which
resulted in short levy of tax of I 3.89 crore under the CST Act including
leviable penalty (Annexure-VI).

2.2.15.2 Unauthorised utilisation of declaration forms

° As per the information received from six** States, nine dealers falling
under the jurisdiction of six*® circles had purchased received various
goods of ¥ 1.47 crore from the dealers of other states by utilising 14
declaration forms during the period 2004-09. But on cross verification
from the records maintained in these circles we observed that these
declaration forms were not issued from the concerned circles and some
of the dealers were either unregistered or non-existent. Thus,
probability of non-accounting of purchase /receipts of goods imported
on the basis of these forms can not be ruled out which might have
resulted in evasion of tax of ¥ 6.33 lakh. Besides penalty of T 18.99
lakh was also leviable in these cases (Annexure VII).

o As per the information received from Tripura, a dealer registered in
Bhagalpur circle had purchased gunny bags of I 2.62 lakh from a
dealer of Tripura by utilising a declaration in form ‘C’ during the
period 2008-09. But on cross verification from the records maintained
in Bhagalpur circle we observed that the said declaration form was not
shown issued to the dealer from whom the goods were purchased.
Thus, it is evident that the dealer had concealed the purchase, which
resulted in evasion of tax of I 36,000 including penalty and interest.

2.2.15.3 Short/norraccounting of goods imported through use of
declaration forms

As per the information received from four®® States, cight dealers falling under
the jurisdiction of seven®’ circles had purchased various goods of T 1.01 crore
by utilising 11 declaration forms from the dealers of other State during the
period 2004-10. But on cross-verification (rom the utilisation statements
maintained in these circles we observed that these declaration forms were
shown issued by the dealer for purchase/receipt of goods of ¥ 67.20 lakh only.
This resulted in short/non-accounting of goods of I 34.27 lakh and
consequently short levy of tax of ¥ 6.83 lakh under the CST Act including
leviable penalty (Annexure - VIII).

24
25
20
27

Chhatisgarh, Haryana, Tharkhand. Nagaland, Rajasthan and Sikkim.

Aurangabad. Bhagalpur, Muzattarpur West, Patna South, Saharsa and Siwan.
Jharkhand, Tamil Nadu, Tripura and West Bengal

Aurangabad, Bhabhua, Begusarai, Patna Special, Khagaria, Shahabad and Teghra.
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2.2.16 Non-levy of Central Sales Tax

Under the provision of rule 12 (7) of the CST
Rules, the declaration in form ‘C’ and ‘F’
shall be furnished to the prescribed authority
within three months after the end of the
period to which the declaration relates, to
substantiate the claim of concession/
exemption. The CCT issued (August 2006) a
circular directing all the assessing officers to
levy tax along with the interest wherever the
dealer did not submit the prescribed
declarations in form ‘C’ and ‘F’ within the
prescribed time limit of three months.

Further, under the provision of section & (2)
of CST Act, the tax on the inter-state sales of
goods (other than declared goods) not
supported by the prescribed declaration in
form ‘C’ shall be levied at rate of 10 per cent
or the rate applicable in the State, whichever
is higher. However, this provision was
amended from 1 April 2007 and as per the
amended provision in such circumstances the
tax shall be levied at the rate of tax applicable
in the State on such goods.

° In 17% circles we
observed that 48
dealers had availed of
exemptions/ concession
on account of inter-
state stock
transfer/sales of various
goods worth ¥ 108.51
crore during the period
2006-10 without
supporting the claim
with the prescribed
declaration in form ‘C7
‘F’. The AAs were
required to scrutinise
the returns to ascertain
that the
deductions/concessions
were substantiated by
the relevant ‘C’ and ‘F’
forms. Failure of the
AAs in disallowing
these  unsubstantiated
claims  resulted in
non-levy of tax of
% 5.23 crore under the

CST Act. This was also in contravention to the aforesaid instruction of the
CCT. Besides, the dealers were also liable to pay interest.

o In Patliputra circle we observed that seven dealers had availed of
exemptions/ concession on account of inter-state stock transfer/sales of
various goods worth ¥ 133.41 crore during the period 2007-09 without
supporting the claim with the prescribed declaration in form ‘C’ and
‘F’. These claims were liable to be disallowed by the AA and tax of
% 6.24 crore was leviable in these cases as detailed in Annexure- IX.

After we pointed this out , the AA replied that in three cases, tax of I 1.37
crore was levied by disallowing fully the claims of the dealer, while in the
other two cases it was stated that later the dealer had submitted the forms,
which was accepted by the AA and claims were allowed. In remaining two
cases claims were allowed to the extent of submission of forms and a demand
of ¥ 9.50 lakh raised for the claims not supported by forms. The allowance of
claims on the basis of forms submitted after the time prescribed for submission

2%

Barh, Begusarai, Kadamkuan, Kishanganj, Munger, Muzaffarpur West, Patna

Central, Patna South, Patna Special, Patna West and Samastipur, (selected for
performance audit); Forbesganj, Khagacia, Purnea, Raxaul, Sasaram and Shahabad

(regular audit).
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was not in conformity with the provision of the CST Rules as well as the
instruction of the CCT.

2.2.17 Conclusion

The performance audit revealed that there were discrepancies in the
accounting of declaration forms and there was also no prescribed mechanism
for the issuance of declaration forms trom the Commissionerate to the circles.
There was no provision for checking the utilisation of declaration forms at the
time of scrutiny of returns. No timeframe and target was prescribed for circles
to send the copies of declaration forms to the Headquarters IB wing for their
inter-state  cross-verification. The Headquarters IB wing was almost
non-functional so far as the cross-verification of declaration forms is
concerned. There was no system ot verification ot declaration torms from the
information available on the TINXSYS website before allowing the
exemption/concession. The system of blacklisting the dealers who were found
using fake/invalid or obsolete declaration forms was nomexistent. In many
cases the dealers were found to be availing the concession/ exemption cither
without submission of the prescribed declaration forms within the stipulated
time or on the basis of take/invalid declaration forms.

2.2.18 Summary of recommendations

The Government may consider implementing the following
recommendations:

o prescribing a proper mechanism for issuance of declaration forms;

° evolving a mechanism for cross-verification of a certain
percentage of declaration forms;

° including in the checklist a provision for verification of utilisation
statement of declaration forms with the purchase/receipts shown
in the periodical returns under the provisions of scrutiny;

o making it mandatory to verify the declaration forms from the
information available on the TINXSYS website before allowing
exemption/concession;

° strengthening the Headquarters IB wing so that usage of
fake/obsolete/invalid declaration forms or forms procured
unscrupulously can be detected through cross-verification; and

e prescribing a system of blacklisting those dealers who use
fake/obsolete/invalid declaration forms and alerting other States
about such dealers/forms.
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2.3 Non-compliance of the provisions of the Acts/Rules

The provisions of the Bihar Value Added Tax (BVAT) Act, 2005, Central
Sales Tux (CST) Act, 1956, Bihar Tax on Entry of Goods into local areas
(BTEG) Act, 1993 and Rules made thereunder require levy and pavment of:

e taxes/VAT on sales, trade etc., entry tax and surcharge etc. by the
dealers at the appropriate rates;

° tax in advance and within the prescribed period;

° penalty at the rate of three times of the tax assessed on escaped
turnover in case of concealment of sales/purchases; and

e interest at the rate of one and a half per cent for delay in payment of
tax.

Non-compliance of the provisions of the Acts/Rules in some cases as
mentioned in  paragraphs 2.4 to 2.24 vresulted in non/short levy,
underassessment of tax, incorrect exemption/deductions etc. of I 846.87
crore.

A : Taxes/VAT on Sales, trade etc.

2.4  Suppression of turnover

Twenty three?® Commercial Taxes Circles

/Under Section 31 (2) of (BVAT) Act, if the\ We observed that the
Government/Department

did not prescribe a
mechanism for
cross-verification of the

Assessing Authority (AA) is satisfied that any
turnover liable to tax under the Act has been
underassessed/escaped assessment, he shall
assess or reassess the tax payable within four . ,
years and shall impose, besides tax and furnover as dlS,ClOSEd n
interest, penalty equivalent to three times the the returns with ~other

Ktax payable on escaped turnover. / ;fa:l(i);:tsio(;f t:tZtngelEislllzet“

road permits, declaration
forms as well as Tax Audit Report (TAR) or information of sales and
purchases obtained from the records of other dealers while scrutinising the
returns.

Between March 2010 and March 2011, we observed that 50 dealers
(assessed:3, scrutinised: 3 and self-assessed: 44) purchased/sold goods of
% 2,713.64 crore during the period 2006-07 to 2009-10 as shown in their
purchase/sale statements, utilisation statements of road permits/declaration
forms and TAR. They however accounted for ¥2,099.35 crore only in their
returns thereby suppressing purchases/sales of goods worth I 614.29 crore. As

29 . - .
Arrah, Barh, Begusarai. Danapur, Darbhanga, Hajipur, Jehanabad, Khagaria,

Lakhisarai, Motihari, Muzaftarpur East. Nawada. Patliputra, Patna City East. Patna
City West. Patna North, Patna (South and Kadamkuan), Patna Special, Patna West,
Purnea, Saharsa, Samastipur and Siwan.
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the Department had not issued any instruction for cross checking the
information, the AAs could not detect the suppression of turnover in those
cases where the audit observations were based on the self-assessed/scrutinised
returns, while in the six cases which were assessed/scrutinised; the AAs could
not detect the suppression. This resulted in underassessment of tax of ¥ 123.20
crore including penalty of ¥ 84.22 crore and leviable interest of ¥ 10.82 crore
(Annexure- X). A few illustrative cases are given below:

(% in lakh)

Name of Period of Actual Actual Sale  Amount Tax Interest
circle assessment  purchase  Accounted concealed Penalty

No. of Accounted sale
dealers for

Palliputra | 2006-07, 5.305.83 | 1.79.866.54 | 56,818.64 11,044.05
5 2007-08, 4,528.68 | 1,23,825.05 7,556.75
2008-09
2 Patna 2006-07, 25.124.29 - 763.15 05.39 1327 424 84
Special 2007-08, 24,361.13 286.18
2 2008-09
3 Pumea 2007-08 5.285.66 - 508.71 2035 733 88.72
1 1.776.96 61.05
7 Hazipur 2007-08 N 3.234.50 324.00 1296 544 57.2%
1 2,910.50 38.88
S | Patna West | 2008-09 - 108.62 337.97 16.97 534 7321
1 70.65 50.90

Afier we pointed this out, the Government/Department acceptled the cases of
eight dealers registered in three circles®® and raised demand of ¥ 76.67 crore.
In one case of Patliputra circle the AA stated that there was no suppression of
purchase/receipts as the dealer had filed revised returns. The reply is not
acceptable as the dealer was not entitled for revision of returns after the expiry
of the due date specified for revision and the AA should not have accepted the
revised returns. In another case of Patliputra circle the AA partly accepted the
case and raised a demand of ¥ 3.41 crore only instead of ¥ 20.42 crore and for
the balance amount stated that the dealer had cancelled the permits in form

D-X worth ¥ 27.95 crore. The acceptance of cancellation of D-X by the AA
was not in conformity with the provision of the Act, as the dealer had
previously filed the utilisation statements of D-X in the form VR-IX and
submitted the same along with the returns and there was no provision for
revision of VR-IX under the Act. In one case of Lakhisarai circle the AA

stated that the difference in purchase pertained to plant and machinery. The
reply was not acceptable because as per the balance sheet of the dealer there
was no such addition to the plant and machinery during that year. We await
the report on the status of recovery in the accepted cases and replies in the
remaining cases (October 2011).

30 Hazipur, Patliputra and Patna South.
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2.5

Seventeer’! Commercial Taxes Circles

Gder the Provision of section A

(1) of the BVAT Act the prescribed
authority shall, within the time and
the manner prescribed, scrutinise
every return filed under sub-sections
(1) and (3) of section 24 for the
purpose of ascertaining that the rates
of tax have been applied correctly.

Under the provision of section 31 (2)
of the BVAT Act, interest and
penalty at the prescribed rates are
leviable if the dealer fails to disclose
full and correct particulars of sale so
as to reduce the amount of tax

Application of incorrect rate of tax

We observed between March
2010 and March 2011 that 32
dealers  (assessed/scrutinised:7
and sclf-assessed:25) assessed
their tax at the lower rate of zero
to four per cent on the sale of
various goods valued at 259.16
crore instead of the correct rate
of one to 12.5 per cent during
2005-06 to 2009-10. Due to
non/deficient  scrutiny,  the
application of incorrect rate of
tax remained undetected by the
assessing authorities resulting in
short levy of T 57.68 crore®

including interest of ¥ 5.21 crore
and leviable penalty of I 39.35
crore (Annexure-XI). A few

Kpayable. /

illustrative cases are given below:
Rate

leviable
Levied (in
per cent)

® in lakh)
SI. Name of Total
No. circle

No. of dealer

Period Short

levy
Penalty

Interest

Commodity

1 Patliputra 2007-08, | 15,715.43 | Road roller, D.G. 12.5/4 458.47 162.03 1,995.89
4 2008-09 set, Rail road 1/0 1,375.40
Vehicle, Gang car,
Utilitiy tract
vehicle, Food
grain, Bitumen,
Sand, Telephone
billing machine
2 | Patna Special | 2006-07, | 5,449.11 | Stone Chips, 12.5/4 463.17 176.87 2,029.57
2 2007-08, Isabgol and 1,389.52
2008-09 Chyawanprash
3 Buxar 2006-07 326.55 Hair Oil 12.5/4 23.39 14.39 107.96
1 70.18

31 Arrah, Bhabhua, Bhagalpur, Biharsarit, Buxar, Darbhanga, Muzattarpur West,

Nawada, Patliputra, Patna City West, Patna North, Patna South, Patna Special,
Patna (West and Central), Purnea, Samastipur and Sasaram.

Calculation of two illustrative cases:

(i) M/s Tantia construction (2007-08)

Total consumption of stone chips during the year-¥ 9.72,54,334.80 No. of days from
1/4/2007 to 12/9/2007 =165 days, proportionate consumption of stone chips till
12/9/2007=9,72,54,334.80x165/365=X 4,39,64,28R.33.

(i) M/s Shyam Sunil Construction India Ltd. (2007-08)

Total consumption of stene chips during the year-313,00,61,729, proportionate
consumption of stone chips from 1/4/2007 to 12/9/2007= 13,00,61,729x165/365=

< 5,87,95,028.

32
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4 Darbhanga 2006-07, | 1,345.32 | Stone Chips 12.5/ 114.35 56.19 513.59
2 2007-08 4 343.06
5 Muzaftarpur [ 2008-09 694.92 Excavator and 12.5/ 59.07 19.49 255.77
(West) Earth moving 4 177.20
1 machine

After we pointed this out, the Department accepted the cases of six dealers

registered in four circles® and raised demand of ¥ 5.46 crore. In one case of

Buxar circle the AA replied that the commodity (Himganga Hair Oil) is an

Ayurvedic medicine and hence taxable at the rate of four per cent. We do not

agree with the reply as the commodity in question has been specifically

excluded from the entry number 45 (Drugs and medicines) of Schedule [T of

the BVAT Act and was thus taxable at the rate of 12.5 per cent treating it as an

unspecified item. We are yet to receive replies of the Government/Department

in other cases (October 2011).

2.6  Excess allowance of Input Tax Credit

Eight*! Commercial Taxes Circles

ﬁction 16 of the BVAT Act provides m We: observed betw§en
when a registered dealer purchases any %’{ il 2010{_ Td Maltfh
input within the State of Bihar from another celfassess ;0 1t ! I?
registered dealer after paying him the tax, seffrassessed Tefurmns o
he is eligible to claim credit of input tax in 12 . dealers tl}at they
the manner prescribed, it the goods are availed ITC of T'15.99
either sold within the State or in the course crore on the purchase of
of inter-state trade and commerce or goods Yalued al,[ ¥ 781.04
consumed in the manufacture of goods crore . mn t.helr annual
(other than schedule-IV goods) for sale refums - during  2007-08
within the State or in the course of inter- to 2009-10. I_{gwever, as
state trade and commerce. Further, Section per th? p rovision of the
31 of the Act provides for imposition of Act lblc.l’ the ~ dealers
penalty equivalent to three times of the tax were entitled for ITC of
payable for excess/incorrect claim of Input ¥6.53 crore only on
Tax Credit (ITC), besides the amount of these - purchases. "1_"hus,
interest. Tax paid under Sections 4 and 14 the  dealer  claimed
only are eligible for ITC claim under excess ITC of ¥9.45
Section 16 and any additional tax paid crore. The p e.nalty for
under Section 3AA is not allowable for this excess claim works
ITC. As per the provision of rule 12 of the out to %27.77 crore and
BVAT Rules, ITC on capital goods such as interest of X 3.04 crore.
motor vehicles, office equipments, fittings, The total revenue impact

wimre and fixtures is not admissible. / was ¥ 4026 crore

(Annexure-XII).

After we pointed this
out, the Department accepted the audit observations in case of three dealers
registered in three® circles and raised demand of ¥ 10.01 crore. Further, in
33 Muzaffarpur West, Patliputra, Patna Central and Patna South.

3 Bhabhua, Danapur, Forbesganj, Muzatfarpur East, Muzaffarpur West, Patliputra,
Patna South and Patna Special.
33 Danapur, Patna Special and Patliputra.
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case of a dealer of Muzaffarpur (East) circle the Government stated in July
2011 that the [TC was incorrectly worked out previously due to calculation
mistake and also submitted a fresh annexure showing the purchase and ITC
thereon as claimed in the return. The reply was not acceptable as there was no
calculation mistake in the annexure placed on the record at the time of our
scrutiny during audit which was duly checked and certified by the Chartered
Accountant. The fresh annexure bearing indication of being certified by the
Chartered Accountant and submitted with the reply also indicated that the
details therein were different from the earlier annexure kept in the case record
of the dealer. We await the repott on the status of recovery in the accepted
case and replies in the remaining cases (October 2011).

2.7 Incorrect allowance of deductions

Eighteen’® Commercial Taxes Circles

ﬂder Section 35 of the BVAT Act m %f‘i OObSS[Xed.lbfot\lNle? Ap;il
Rule 18 of the BVAT Rules, a works an ¢ ’?Srld al rom tk‘?
contractor is liable for deduction on the returns ot 3 calers (works

items of labour and any other charges conttr_a c_tor;?4 (assessed:7(i

such as amount paid to a sub-contractor Schl tised- 424 th fln

on account of labour and services, scll-assessed. ) ,t at  they
availed deductions of

charges for planning, designing and
architect fees, charges for obtaining
machinery and tools used on hire, cost of
consumables, cost of establishment to
the extent it is relatable to supply of
labour and services, other similar
expenses relatable to supply of labour
and services, profit earned by the
contractor to the extent it is relatable to
supply of labour and services and goods

I341.04 crore during the
period between 2005-06 and
2009-2010 on items which
were  not  eligible  for
deduction under the Act. This
resulted in short levy of tax of
31436 crore (Annexure-
XIII) calculated on the
apportioned value of
or transactions exempted under Section materials of ¥ 237.22 crore.

6 or Section 7 of the BVAT Act. After we pointed this out, the
Government/ Department
accepted nine cases of six

circles®” and raised demands for ¥ 6.05 crore and made recovery of ¥ 28.13
lakh only in one case of Muzaffarpur (East) circle against the audit
observation of ¥ 65.58 lakh. Due to erroneous calculation and non-adherence
to the provisions of Section 35 of BVAT Act, the demand was raised short.
We await replies in the remaining cases (October 2011).

36 . . - .
Arrah, Bagaha, Begusarai, Bettiah, Bhagalpur, Buxar, Darbhanga, Jamui, Khagaria,

Lakhisarai, Motihari, Muzaffarpur East, Patliputra, Patna South, Patna Special.
Patna (West and Central), Purnea and Sasaram.

37 Bagaha, Bhagalpur, Buxar, Muzaffarpur East, Patliputra and Patna South.
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2.8 Underassessment of Central Sales Tax

Patna Special Commercial Taxes Circle

Under the provisions of section 6 (2) of the
(CST) Act, read with Rule 8 (4), 12 (1) and 12
(4) of CST Rules, if any dealer claims
exemption on account of transit/subsequent
sale of goods to a registered dealer, he should
furnish (i) a certificate in forms ‘E-I/E-I’
obtained from the dealer from whom the
goods were purchased, and (ii) a declaration in
form *C’ issued by the dealer to whom the
goods are sold.

Further, under CST Act as amended in May
2002, the production of form *C’ is mandatory
in case of inter- state sale of goods while
allowing exemption of tax/tax at reduced rate.
Section 8 (2) ibid, provides that in case of
non-production of prescribed declaration

tforms, the rate of tax shall be at the rate
Qplicable under the sales tax law in the Sty

We observed in
February 2011 that a
dealer (assessed) claimed
exemption on account of
transit/ subsequent sales
of goods of I 142.27
crore during the year
2007-08 but did not
produce the declaration
forms ‘C” and ‘E-1" for
3107.48 crore and the
assessing authority levied
tax at the rate of three
per cent instead of 12.5
per cent as applicable in
the State. This resulted in
short levy of tax of
I 15.42 crore including
leviable interest of ¥ 5.21
crore.

The matter was repotted

to the Government/Department in May 2011; we are yet to receive their reply

(October 2011).

2.9 Incorrect allowance of exemption

Patliputra Commercial Taxes Circle

/Under the provision of Section 13(2) of lh We observed in

BVAT Act read with rule 10 of the BVAT Rules
and notification issued thereunder, the tax on
sale of schedule IV goods shall be levied at the
first point of its sale in Bihar. Any subsequent
sale of such goods in Bihar will be exempt from
tax provided the subsequent sellers submit a
declaration m form “D-III (issued by the dealer
from whom the goods were purchased) that the
goods in question have already been subjected to

December 2009 that a
dealer ( assessed) had
claimed deduction of
T 17.18 crore toward
sale of schedule-1V
goods at the
subsequent  stage of
sale and the same was
allowed by the
assessing officer while

tax at the first point of their sale in the State. oS
K / scrutinising the

assessment of  the

dealer in March 2008 without production of the said declaration in D-IIIL.
Thus, incorrect allowance of exemption resulted in short levy of tax of I 7.04
crore. Besides, interest of ¥ 2.43 crore at the rate of one and a half per cent

per month was also leviable.
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After we pointed this out, the assessing officer revised the order and raised a
demand of T 7.04 crore in December 2010. A report on recovery is awaited
(October 2011).

2.10 Non -levy of tax on rental charges

Patna Special Commercial Taxes Circle

/ . . \ We observed in  February
Section 2 (zc) of the BVAT Act provides 2011 that a dealer

(self-assessed) had received
rental charges of
I43.92  crore during the
period 2005-06 to  2008-09
; . pertaining to electric meter,
Kconmderatlon. / service line and transformer.
The dealer, however, had not
admitted tax against the rental charges, though the same was includible in the
sale as per the aforesaid provision. This resulted in non-levy of tax of I 5.49
crore. Besides, interest of  3.09 crore at the rate of one and a half per cent per
month was also leviable.

that sale means any transfer of property in
goods which includes, a transfer of the
right to use any goods for any purpose
(whether or not for a specified period) for
cash, deferred payment or other valuable

The matter was reported to the Government/ Department in May 2011; we are
yet to receive their reply (October 2011).

2.11 Short calculation of reverse credit

Seven'® Commercial Taxes Circle

/ \ We observed between
Under Rule 15 and 16 of the BVAT Rules, a March 2010 and

manufacturing dealer shall incur reverse credit February 2011 from
when he makes inter-state stock transfer of the the returns of nine
goods which were manufactured by him from dealers (assessed: 1,
inputs other than those specified in Schedule-I. scrutinised: 3 and self-
The amount of ITC for which a dealer is entitled assessed: 5) that they
will be arrived at after deduction of the reverse made inter-state stock
credit from the amount of input tax paid on the transfer of taxable
Qurchases. / goods  valued at
R67.77 crore during

the period 2006-07 to 2008-09. The inputs for these goods were also
purchased from within the State after paying tax thereon in the State, for
which ITC was availed of by the dealer. Though the dealers were required to
calculate the reverse credit and deduct the same from the total amount of ITC,
the reverse credit of ¥ 91.82 lakh was short calculated by the dealers. Even in
the four scrutinised cases, the AAs did not detect the omission. This resulted
in excess allowance of ITC of T 4.01 crore including leviable penalty of ¥ 2.75
crore and interest of ¥ 33.39 lakh.

38 Begusarai, Gopalganj, Patliputra, Patna City West, Patna North, Patna South  and

Patna Special.
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After we pointed this out, the Government/Department accepted the audit
observations in respect of two dealers of two circles (Patliputra and Patna
Special) and raised demand for ¥ 46.34 lakh. We await recovery in the
accepted cases and replies in the remaining cases (October 2011).

2.12 Incorrect allowance of concessional rate of tax

Eight®>® Commercial Taxes Circles

) 2,121 We  observed
Under Section 8 (5) of the CST Act, 1956, between August 2010 and
the of Bihar

Government issued  a April 2011 that nine dealers
notification in October 2006 prescribing (self-assessed: 8, assessed:
the rate of tax on the inter-state sale of 1) registered in seven'
goods manufactured by small and medium circles were not falling
industries at one per cent. The Micro, under the category of small
Small and Medium Industries (Regulation or medium industries as per
and Development) Act, 2006 notified by the prescribed parameters*!
the Government of India laid down the of investment in plant and
classification of industries on the basis of machinery during
the investment in plant and machinery. 2007-08 and 2008-09, but
The dealer availing this benetit had to they availed the benefit of
produce the declaration in form *C’ or concessional rate of tax at

form ‘D’ (before 1 April 2007), as the case the rate of one per cent on
wy be. / the inter-state sales of
%13.67 crore. Due to

non/deficient scrutiny, the AAs failed to detect the incorrect availing of
concessional rate of tax which resulted in short levy of tax of I 31.15 lakh
including leviable interest of T 8.16 lakh.

2.12.2 We observed between August 2010 and February 2011 from the
self-assessed returns of three dealers of Gaya and Muzaffarpur (West) circles
that they availed of the benefit of the concessional rate between one and three
per cent on sales of goods of I 14.66 crore to the Railways during 2007-08
and 2008-09. Since the Railway was a Government Department and sales at
the concessional rates on the basis of form ‘D’ had been withdrawn with effect
from 1 April 2007, any sales made to any Government Department would not
qualify for the concessional rates. Thus, incorrect claim of the concessional
rates of tax resulted in short levy of tax of I 54.21 lakh including leviable
interest of I 15.42 lakh.

After we pointed this out, the Government/Department accepted the audit
observations in respect of one dealer of Forbesganj circle and raised demand
for ¥ 1.54 lakh. We await recovery in the accepted case and replies in the
remaining cases (October 2011).

3 Arrah, Forbesganj, Gaya, Hajipur, Kishanganj, Muzattarpur West. Patna Special

and Purnea.

Arrah, Forbesganj, Gaya, Hajipur, Kishanganj, Patna Special and Purnea.

Investment in plant and machinery-Micro enterprises: not exceeding I 25 lakh,
Small enterprises: more than ¥ 25 lakh but not more than I five crore and
Medium: more than ¥ five crore but not more than10 crore.

40
41
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2.13 Non-levy of interest for delayed payment of admitted tax

Six*? Commercial Taxes Circles

ﬁier the provisions of section 24 of m
BVAT Act, every dealer shall deposit the

tax payable in respect of every month on or
before the 15 day of the following month,
failing which the dealer shall be liable to
pay interest at the rate of one and a half per
cent per month on the amount due from the
date the tax was payable and became due to
the date of its payment.

Under the provision of section 25 (1) the
prescribed authority shall, within the time
and the manuner prescribed, scrutinise every
return filed under sub-sections (1) and (3)
of section 24 for the purpose of
ascertaining that evidence, as prescribed,

has been furnished with regard to payment
an and interest payable. /

2131 We observed
between November 2009
and February 2011 that six
dealers (self-assessed: 4,
scrutinised: 1 and assessed:
1) had paid their admitted
tax with delays ranging
between one and 508 days
during 2005-06 to 2009-10.
The assessing authorities did
not levy interest of I 22.81
lakh. This resulted in
non-levy of interest
amounting to ¥ 22.81 lakh.

After we pointed this out,
the Government Department
accepted the audit
observation in respect of
Darbhanga circle and raised

demand for X 3.58 lakh. A report on recovery is awaited (October 2011).

2.13.2 We observed between June and August 2010 that two dealers
(self-assessed) registered in two circles (Gopalganj and Saharsa) had paid the
admitted tax short by I 25.63 lakh during 2007-08 to 2008-09. Though the
AAs were required to scrutinise the returns and see the evidence of payment of
tax and accordingly issue notice to the dealer, no scrutiny was found to have
been done till the date of audit, which resulted in non-detection of short
payment of the admitted tax of ¥ 31.99 lakh including leviable interest of

< 6.36 lakh.

The matter was reported to the Government/Department in May 2011; we are

yet to receive their reply (October 2011).

42

Begusarai, Darbhanga, Gaya, Gopalganj, Muzattarpur West and Saharsa.
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2.14 Irregular exemption of export sale

Patliputra and Saharsa Commercial Taxes Circle

the BVAT Act read with section 5 of
the CST Act, no tax shall be payable
on the sale of goods in the course of
export of the goods outside the
territory of India. As per the circular
issued by the Commissioner,
Commercial Taxes (CCT), Bihar in
1986 and reiterated in 1991, the claim
of exemption is required to be
supported by proper documentary
evidence viz bills of export.

/ \ We observed between January
Under the provisions of section 35 of and June 2010 that two dealers

(self-assessed) were allowed
exemption from levy ot tax on
the sale of goods valued at
T 6.71 crore in course of export
outside the territory of India
during the period 2007-08 and
2008-09 without documentary
evidence.  This resulted in
non-levy of tax of ¥ 53.47 lakh
including leviable interest of
< 11.24 lakh.

After we pointed this out, the

Government/Department accepted the audit observation in respect of
Patliputra circle and raised demand for I 22.62 lakh. The reply of the
remaining circle and report on recovery in the accepted case is awaited

(October 2011).

2.15 Non-levy of interest

Patna Special and Patna (West and Central) Commercial Taxes Circles

ﬂlder the provisions of sectionh

(4) of the BVAT Act, if the
prescribed authority finds that any
dealer has wrongly claimed either
the whole ot part of his turnover as
not taxable and has consequently
paid lesser amount of tax than
payable by him, the dealer shall pay,
in addition to the amount of tax
assessed under any proceeding,
simple interest at the rate of one and
a half per cent for each calendar
month or part thereof on the
difference of the amount previously
admitted and tax finally assessed

from the date the tax would have

Qeen payable. j

We observed between April 2010
and January 2011 that two dealers
(assessed) had admitted their tax
at ¥ 52.18 lakh during 2006-07.
While finalising the assessments
in March and August 2009 the
assessing authorities had levied
tax of < 92.71 lakh but did
not levy any interest on the
differential amount of assessed
tax of ¥ 40.53 lakh. This resulted
in non-levy of interest of I 24.02
lakh.

The matter was reported to the
Government/Department in May
2011; we are yet to receive their
reply (October 2011).
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2.16 Excess reimbursement of VAT

Danapur and Gaya Commercial Taxes Circles

ﬁ per para 2 (ix) of the Bihar Indusm
Policy, 2006, industries working prior to

1April 2006 were to get reimbursement of 25
per cent of the VAT deposited by them into
Government account. Further, Para 4 of the
industrial incentive policyand the Department
of Industries’ letter no. 2609 dated 11
November 2006 provides that the aforesaid
industrial units which have undergone
expansion/diversification/modernisation  will
be eligible for such reimbursement at the rate
of 80 per cent of the VAT deposited by them
into Government account on their incremental
production only. No reimbursement was to be
made against the deposit of Central Sales Tax
(CST) or entry tax.

Under the provision ot Bihar Entry of Goods
into the Local areas (for consumption, use and
sales therein) Act, 1993, where an importet of
scheduled goods liable to pay tax under the
Act, incurs tax liability under the BVAT Act,
by virtue of sale of imported scheduled goods
or sale of goods manutactured by consuming
such imported goods, his tax liability under

2.16.1 We observed in
Danapur  commercial
taxes circle in
September 2010 that a
manufacturer (self-
assessed) of iron and
steel got  (between
February and March
2010) reimbursement of
< 66.24 lakh against the

deposit of VAT of
I 82.80 lakh for the
period  2007-08  to
2009-10 (up to third
quatter).  Thus, the
dealer got

reimbursement at the
rate of 80 per cent of
the entire amount of
VAT paid on the total
production. The amount
of VAT paid on the
original production was
arrived at ¥ 44.84 lakh
and the amount of VAT

the BVAT Act shall stand reduced to the paid on incremental
extent of tax paid under the Act. production was arrived
at T 37.96 lakh and thus

the total amount of
reimbursement for which the dealer was entitled was I 41.58 lakh. We
calculated this on the basis of original installed capacity and installed capacity
after expansion (as per the information available on the website of the
Industries Department, Government of Bihar) on the proportionate division.
Thus, the dealer was paid an excess amount of I 24.66 lakh as reimbursement.

After we pointed this out, the Government/Department accepted the audit
observation in May 2011 and raised demand for ¥20.90 lakh. We await
recovery and further reply in the case (October 2011).

2.16.2 In Gaya commercial taxes circle, we observed that a dealer
(scrutinised) got reimbursement of ¥ 33.01 lakh against the deposit of VAT of
3 1.32 crore during 2008-09. During the year the dealer adjusted entry tax of
% 98.79 lakh from his tax liabilities. Out of that, entry tax payment of ¥ 60.81
lakh was adjusted from the CST liability and ¥ 37.98 lakh from the VAT
liability. As per the aforesaid provision, the entire amount of entry tax was to
be adjusted from the VAT liability. Thus, by not adjusting the entry tax of
% 60.81 lakh trom the VAT liability, the dealer increased the payable amount
of VAT by the same amount with the intention to get more refund than due.
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Thus, incorrect adjustment of entry tax resulted in inflated payment of VAT
by ¥ 60.81 lakhand subsequent undue reimbursement of I 15.20 lakh (25 per
cent of X 60.81 lakh).

The matter was reported to the Government/Department in May 2011; we are
yet to receive their reply (October 2011).

2.17 Incorrect claim of deferment

Bhagalpur Commercial Taxes Circle

ﬁection 96 (3) (b) of the BVAT Act anh We observed in  May
) . 2010 that though the Act

Rule 57 of the BVAT Rules provide that any ovided o N
dealer who has been granted exemption provide or the

from payment of tax under the Bihar
Finance Act and who has on the date of
commencement of this Act not availed of
the full entitlement, shall be allowed to opt
for deferment of his tax liability under this
Act subject to the fulfilment of the

&ondiﬁons for entitlement.

including leviable interest.

deferment of tax payable
under the VAT Act only,
a dealer (self-assessed)
had availed of deferment
of tax of ¥ 4.55 lakh
payable under the CST
Act during 2008-09. This
resulted in short levy of
tax of T 544 lakh,

After we pointed this out, the Government/Department accepted the audit
observation and raised demand for ¥ 6.08 lakh. A report on recovery is

awaited (October 2011).
2.18 Non-levy of purchase tax

Sasaram Commercial Taxes Circle

/Under the provisions of section 4 of th

BVAT Act, every dealer who purchases
goods on which no sales tax is payable
and consumes such goods in the
manufacture of other goods for sale or
otherwise or disposes such goods in any
manner other than by way of sale in the
State or sale in the course of inter-state
trade, shall be liable to pay tax on the
purchase price of such goods at the rate at

which it would have been leviable on the

Qale price of such goods. /

We observed in March 2011
that a manufacturer (self
assessed) of bran oil and
de-oiled bran cake had made
purchases of taxable (at the
rate of five per cent) goods
(rice bran) of ¥ 6.56 crore
within  the State from
unregistered dealers and
partly consumed them in the
manutacture ot  de-oiled
bran cake of ¥ 1.95 crore (a
tax-free commodity) during
2008-09. This attracted

purchase tax as per the aforesaid provisions but the dealer had not paid the
purchase tax which resulted in non-levy of purchase tax of ¥ 5.81 lakh
calculated proportionally on the basis of sale of de-oiled cake.

The matter was reported to the Government/Department in May 2011; we are
yet to receive their reply (October 2011).
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2.19 Excess collection of tax

Begusarai and Bhabhua Commercial Taxes Circles

Under the provisions of section 43(3) of
the BVAT Act, no registered dealer shall
collect from any person any amount
exceeding the amount of tax payable
under the Act. In case of violation, a sum
equal to twice the amount collected in
contravention of the provisions, in
addition to the forfeiture of such excess

Qollected tax, is leviable as penalty. /

We observed between
February and March 2011 that
though two dealers (one
assessed and one self
assessed) had collected tax of
% 1.70 lakh in excess of their
tax liability during 2007-08
and 2008-09, no order for
levy of penalty was passed by
the assessing authority. This
resulted in non-levy of

penaltyof I 5.11 lakh and non-forfeiture of the tax collected in excess.

The matter was reported to the Government/Department in May 2011; we are

yet to receive their reply (October 2011).

2.20

Six** Commercial Taxes Circle

Under Section 4 (A) of the Bihar Tax on Entry
of Goods (BTEG) Act, 1993, if any dealer liable
to pay tax under the BVAT Act, by virtue of
sale of impotted scheduled goods or sale of
goods manufactured out of such imported
scheduled goods incurs any liability to pay tax at
the rate specified under section 14 of the BVAT
Act, his tax liability under the said Act shall
stand reduced to the extent of tax paid under the
BTEG Act.

In case of a manufacturer the reduction in tax
liability shall be allowed to the small scale,
medium scale and sick industrial units. Further,
in case only a part of the goods manufactured
out of the imported scheduled goods is sold
within the State of Bihar or in the course of
inter-state trade and commerce or in the course
of export out of the territory of India, the claim
for the reduction in tax liability shall stand
proportionately reduced.

Further, under section 39 (4) of the BVAT Act,
simple interest at the rate of one and a half per
cent per month is also leviable on the amount
underassessed.

43

Incorrect adjustment of entry tax towards payment of VAT

We observed between
September 2010 and
March 2011 that 11
dealers (one assessed,
one scrutinised and
nine self-assessed)
paid entry tax of
3392 crore and
claimed/ were
allowed entry tax
adjustment of
] 33.77 crore towards
their VAT liability
during the period
2007-08 and 2008-09.
Our scrutiny however,
revealed  that  the
dealers were eligible
for adjustment of
entry tax of I 27.92
crore only. Thus, the
dealers were allowed
incorrect  adjustment
of entry tax of ¥ 5.85
crore which resulted
in excess entry tax

Danapur, Hajipur, Muzattarpur West, Patliputra, Patna Special and Sasaram.
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adjustment against VAT payable to the tune ot I 7.84 crore including leviable
interest of ¥ 1.99 crore (Annexure-XIV).

After we pointed this out, the Government/Department accepted the audit
observations in respect of seven dealers of four circles** and raised demand for
T 5.41 crore. We await recovery in the accepted cases and replies in the
remaining cases (October 2011).

B : Entry Tax

2.21  Shortlevy of entry tax due to suppression of import value

Six** Commercial Taxes Cireles

Under the provision of section 8 of the We  observed that the
BTEG Act, read with section 31(2) of the Government/  Department
BVAT Act, if the prescribed authority is did not prescribe a
satisfied that in respect of any assessment, mechanism  for  cross-
any sale or purchase of goods liable to tax veritication of  the
under the Act, has been underassessed or has turnover as disclosed in
escaped assessment, the prescribed authority the returns with other
shall assess or reassess the tax payable by records of the dealer like
such dealer within four years. In case of utilisation statements of
wilful omission by the dealer to disclose full road permits, declaration
and correct particulars of such sale or forms and TAR as well as
purchase or input tax credit, the prescribed returns  filed under the
authority shall impose, besides the amount of BVAT Act.

interest payable, penalty equal to three times We CrOSS checked
the amount of tax which escaped assessment. between March 2010 and

The penalty imposed shall be in addition to March 2011, the

the amount of tax on the escaped turnover. utilisation of road

permits, declaration
forms, purchase statements, trading and manufacturing accounts efc. with the
returns filed by 13 dealers (2 assessed and 11 self-assessed). During the cross
check, we observed that they disclosed import value of scheduled goods as
< 1,352.38 crore in their returns instead of the actual amount of T 2,166.79
crore as shown in the declaration forms ‘C’, "ET-V’ etc. and thus suppressed
import purchase of scheduled goods of I 814.41 crore during 2007-08 to
2009-10. The AAs either did not scrutinise the returns or in the two cases
which were assessed did not detect the suppression which resulted in short
levy of entry tax of% 512.04 crore including leviable penalty of ¥ 354.55 crore
and interest of ¥ 39.30 crore leviable till the date of audit (Annexure-XV). A
few illustrative cases are given in the following table:

H Danapur, Hajipur, Patliputra and Patna Special.

Arrah, Nawadah, Patliputra, Patna Special, Purnea and Sasaram.
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(% in lakh)
Name of Period of Actual Amount of ET leviable Interest Total
circle assessment import concealment Penalty
No. of Accounted
dealers for
Patliputra 2007-08 3717.57 2062.55 152.29 75.38 684.55
2 1655.02 456.87
Patna Special 2007-08, 94726.89 78458.70 11600.73 3829.96 | 50232.88
3 2008-09 21268.19 34802.19
Purnea 2007-08 144.18 100.60 8.05 3.50 35.69
1 43.58 24.15
Sasaram 2007-08, 2209.05 174.73 13.98 6.43 62.34
1 2008-09 2034.32 41.93

After we pointed this out, the Government/Department accepted the audit
observations in respect of four dealers of three circles*® and raised demand of
T 14.37 crore. Ol these, recoveries of T 9.38 lakh has been made in one case
each of Patna Special and Sasaram circle. We await recovery in the accepted
cases and replies in the remaining cases (October 2011).

2.22 Application of incorrect rate of tax

Nine*” Commercial Taxes Circles

ﬂder the provision of section BR

Qderassessed.

the BTEG Act, there shall be levied
and collected a tax on entry of
scheduled goods into a local area at
such rate not exceeding 20 per cent of
the import value of such goods as

may be specified by the State
Government in  a  notification
published in the Official Gazette

subject to such conditions as may be
prescribed, provided different rates
for different scheduled goods and
different local areas may be specified
by the State Government. Further,
under the provision of section 8 of the
BTEG Act, read with section 31(2) of
the BVAT Act, penalty equivalent to
three times of the amount of tax on
escaped assessment and interest at
the rate of 1.5 per cent per month is
also leviable on the amount

46
47
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Patliputra, Patna Special and Sasaram.

/

2.22.1 We observed between
May 2010 and January 2011
that seven dealers (assessed:
four, scrutinised: three) of
four™® circles imported
scheduled goods of T 33.05
crore during 2007-09 and
admitted entry tax on these
imported goods at rates which
were lower than the prescribed
rates. This omission remained
undetected by the AAs while
finalising/scrutinising the
assessments between July 2008
and August 2010. This resulted
in underassessment of entry tax
of ¥ 7.58 crore including
leviable penalty of I 5.14 crore
and interest of I 72.45 lakh.

2.22.2 We observed between
April 2010 and March 2011 that
13 sclf-assessed dealers of
seven®’ circles imported

Arrah, Darbhanga. Jamui, Kishanganj, Madhubani, Patliputra, Patna City West, Patna

Special and Sasaram.

Darbhanga, Jamui, Madhubani and Patliputra.

Arvrah, Jamui, Kisanganj. Patliputra. Patna City West. Patna Special and Sasaram.
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scheduled goods of T 246.75 crore during 2007-10 and assessed themselves by
admitting the entry tax at rates lower than the prescribed rates in their returns.
Though the AAs were requited to scrutinise these returns within the prescribed
time and verify the correctness of the application of rates, the same was not
done in any of these cases. This resulted in underassessment of entry tax of
%4038 crore including leviable penalty of I 28.02 crore and interest of I 3.02
crore.

The application of incorrect rate of tax in all the above cases resulted in
underassessment of entry tax of I 47.96 crore including leviable penalty of
T 33.16 crore and interest of ¥ 3.75 crore (Annexure-XVI). A few illustrative
cases are given below:

® in lakh)
Name of Year Import Name of Rate of Short levy Interest Total
cirele/No. value Commodity tax Penalty
of dealers leviable/
levied
(in per
cent)
Patliputra [ 2007-08 1926.13 Electrical 8/4 77.05 34.95 343.13
(assessed) | 2008-09 goods 231.14
1
Darbhanga | 2007-08 549.94 Tobacco 16/5 60.49 23.59 265.56
1 products 181.48
Patna 2008-09 | 14590.07 Tobacco 16/12.5 510.65 168.52 | 2211.13
Special products 1531.96
1
Sasaram 2007-08 850.08 Electrical 8/4 47.10 24.73 213.12
1 goods 8/0 141.31
Patliputra | 2007-08 8687.03 Electrical 8/4 346.48 97.42 | 1483.34
(self- 2008-09 goods 8/0 1039.44
assessed) 2009-10
5

After we pointed this out, the Government/Department accepted the audit
observations in respect of six dealers of two circles (Patliputra and Sasaram)
and raised demand for ¥ 2.42 crore. Of these, recoveries of T 66.46 lakh has
been made in one case each of Sasaram and Patliputra circle. We await
recovery in the accepted cases and replies in the remaining cases
(October 2011).
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2.23 Non- levy of entry tax and penalty due to non-registration

Five™® Commercial Taxes Circles

@er the provision of rule 3 of the BTQ
Rules, read with section 5 of the BTEG Act,

every dealer in scheduled goods shall get
himself registered under the Act within
seven days of becoming liable to pay tax.

Further, under the provision of section 28 of
the BVAT Act, read with section 8 of

BTEG Act, if the prescribed authority is
satisfied that any dealer was liable to pay
tax and wiltully failed to apply for
registration, he shall assess to the best of his
judgement, the amount of tax due, if any ,
and he may direct that the dealer shall pay
by way of penalty, in addition to the amount
of tax assessed, a sum of rupees one
hundred  for every day of default or an

amount equal to the amount of tax assessed,
wchever is higher. /

We observed between
April 2010 and April
2011 that eight dealers
registered  under  the
BVAT Act (one
scrutinised and seven
self-assessed) had
imported various
scheduled  goods  of
33132 crore during
2007-08 to  2009-10.
However, they did not get
themselves registered
under the BTEG Act,
though they were liable to
do so. The AAs failed to
detect the  fact of
nonregistration  though
information relating to
their liability for
registration was available

with the AAs while scrutinising the returns under the BVAT Act. This resulted
in non-levy of entry tax of ¥ 3.22 crore including maximum leviable penalty

ofT 1.61 crore .

After we pointed this out, the Government/
observations in respect of two dealers of tw
special) and raised demand for ¥ 59.13 lak
accepted cases and replies in the remaining cas

2.24

Darbhanga and Hajipur Commercial Taxes

ﬁnder the provision of section 24 of lhh

BVAT Act, read with section 8 of the
BTEG Act, if a dealer fails to pay the
amount of tax payable as per his return
within the due date (i.e. on or before the
15th day of the following month) he
shall be liable to pay interest at the rate
of one and a half per cent per month of
the amount due from the date the tax so
payable had become due to the date of

Q payment. /

50 Madhepura, Patliputra, Patna (South and Kadamkuam), Patna Special and Purnea.

Non-levy of interest on entry tax

Department accepted the audit
o circles (Patliputra and Patna
h. We await recovery in the
es (October 2011).

Circles

We observed between  June
and August 2010 that although
two dealers (self-assessed) had
paid their entry tax for the year
2008-09 with delays ranging
between 14 and 350 days, the
assessing authorities did not
levy interest on the delayed
deposit of tax. This resulted in
non-levy of interest of ¥ 8.33
lakh  as detailed in the
following table:
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S1. Name of
No. circle

® in lakh)
Interest
leviable at
the rate of
1.5 per cent
per month

Name of dealer / Year Delay in

TIN days

Darbhanga | M/s Durga trading/ | 2008-09 Between 14
10384489231 and 315
days
2 | Hajipur M/s Jain Infra 2008-09 Between 5.26
Project Ltd./ 167 and 350
10293197293 days
Total 8.33

The matter was reported to the Government/Department in May 201 1; we are
yet to receive their reply (October 2011).
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Chapter

Taxes on Motor Vehicles

EXECUTIVE SUMMARY

Decrease in tax collection
over Budget estimates

In 2010-11, the collection of taxes on motor vehicles decreased by
17.19 per cent as compared to the budget estimates.

Very low recovery by the
Department in respect of
observations pointed out by
us in earlier years

During the period 2005-06 to 2009-10, we had pointed out
non/short levy, non/short realisation, loss of revenue etc., with
revenue implication of’ ¥ 790.45 crore in 954 cases in respect of
taxes on motor vehicles. Of these, the Department/Government had
accepted audit observations in 863 cases involving I 482.69 crore.
The negligible recovery of ¥ 1.35 crore (0.27 per cent) against
accepted cases invalving I 482.69 crore indicates lack af
prompiness on the part of the Governmeni/ Department in
recovering the Government dues.

Results of audit conducted
by us in 2010-11

In 2010-11, we test-checked the records of 48 units relating to taxes
on motor vehicles and found non/short levy, non/short realisation,
loss of revenue and other irregularities involving ¥ 20 crore in 199
cases.

The Department accepted non/short levy, non/short realisation, loss
of revenue and other deficiencies of’ ¥ 19.43 crore in 64 cases, of
which eight cases involving ¥ 1.23 crore were poianted out during
2010-11 and the rest in earlier years.

What we have highlighted
in this Chapter

In this Chapter we present a performance audit on
‘Computerisation of Transport Department in Bihar’ and a few
illustrative cases of ¥ 17.81 crore selected from observations
noticed during our test-check of records relating to non/short levy,
non/short realisation, etc. in the district transport otfices. where we
found that the provisions of the Acts/Rules were not observed.

It is a matter of concern that similar omissions have been pointed
out by us repeatedly in the Audit Reports for the past several years,
but the Department did not take cotrective action till we pointed
these out in audit.

We are also concerned that though these omissions were apparent
from the records which were made available to us, the District
Transport Ofticers were unable to detect these mistakes.

Our conclusion

The Department needs to improve the internal control system so
that weaknesses in the system are addressed and emissions detected
by us are avoided in future.

It also needs to take appropriate steps to recover the amount

involved at least in accepted cases.
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3.1.1 Tax administration

The collection of motor vehicles taxes in the State is administered by the
Transport Department, which is headed by the State Transport Commissioner
(STC). In performance of his duties, he is assisted by two Joint State Transport
Commissioners at the headquarters. The State is divided into nine regions and
38 districts which are controlled by the Secretaries of the Regional Transport
Authorities and the District Transport Officers (DTOs) respectively. They are
assisted by motor vehicle inspectors for the collection of revenue.

3.1.2 Trend of receipts

The variation between the budget estimates (BEs) and the actual receipts from
motor vehicles taxes during the period 2006-07 to 2010-11 along with the total
tax receipts during the same period is mentioned below:

R in crore)

Year Budget Actual Variation Percentage  Total tax  Percentage of
estimates  receipts  excess (+)/ of receipts actual
shortfall (-) variation of the receipts vis-a-
State vis total tax
receipts
2006-07 350.00 181.38 (-) 168.62 (-) 48.18 4.033.08 4.50
2007-08 375.00 273.21 (-) 101.79 (-) 27.14 5,085.53 5.37
2008-09 256.60 297.74 (H)41.14 (+) 16.03 6,172.74 4.82
2009-10 355.00 345.13 (-)9.87 (-) 2.78 8,089.67 4.27
2010-11 550.00 455.43 (-) 94.57 (-) 17.19 9,869.85 4.61

The trend of receipts vis-a-vis the estimated receipts of taxes on motor
vehicles and total tax receipts is depicted in the following bar diagram:

Budget estimate, actual receipts and total tax receipts of the State
(% in crore)
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The pie chart below depicts the contribution of taxes on motor vehicles to the
total tax receipts (X 9,869.85crore) of the State during 2010-11.

Position of Motor Vehicles Receipt in the total tax receipts during the
year 2010-11

(X in crore)

| O Other Tax Receipts O Taxes on Motor Vehicles

3.1.3 Cost of collection

The gross collection of motor vehicles tax receipts, expenditure incurred on
collection and the percentage of such expenditure to gross collection during
the years 2008-09 to 2010-11 along with the all India average percentage of
expenditure on collection to gross collections for the relevant previous years
are mentioned below:

R in crore)
Gross  Expenditure on Percentage of All India average
collection collection expenditure to gross percentage for the
collection previous year
2008-09 297.74 6.95 2.33 2.58
2009-10 345.13 10.41 3.02 293
2010-11 455.43 16.92 3.72 3.07

The above table indicates that during the years 2009-10 and 2010-11, the
percentage of expenditure on collection was more than the all India average
percentage for the previous year.

The Government needs to take appropriate measures to keep the
percentage of expenditure on collection below the all India average in the
coming years.

3.14 Impact of audit
Revenue impact

During the period from 2005-06 to 2009-10, we had pointed out in our
inspection reports cases of non/short levy, non/short realisation, loss of
revenue etc., with revenue implication of I 790.45 crore in 954 cases. Of
these, the Department/ Government had accepted audit observations in 863
cases involving ¥ 482.69 crore and had since recovered ¥ 1.35 crore. The
details are shown in the following table:

Audit Report (Revenue Receipts ) 57
for the year ended 31 March 2011



Chapter lll- Taxes on Motor Vehicles

R in crore)

Year No. of Pointed out Accepted Recovered
units
audited No. of Amount No.of Amount No.of Amount
cases cases cases

2005-06 42 53 198.42 27 13.99 1 0.01 lakh
2006-07 47 172 41.63 116 2849 Nil Nil
2007-08 47 201 141.29 215 142.94 5 0.37
2008-09 46 218 155.98 210 96.04 4 0.98
2009-10 38 310 253.13 295 201.23 Nil Nil
Total 220 954 790.45 863 482.69 10 1.35

This low recovery ot I 1.35 crore (0.27 per cent) against the accepted cases
involving I 482.69 crore indicates lack of promptness on the part of the
Government/ Department in realising the Government dues.

We recommend that the Government may take appropriate steps to
recover the amounts involved, at least in accepted cases.

3.1.5 Working of internal audit wing

There is an internal audit wing called Finance (Audit) which works under the
Finance Department and internal audit of the different offices of the
Government is conducted on the basis of requisitions received from the
Administrative Department.

An audit team of Finance (Audit) comprises of three members, one being the
head of the team. In consideration of the quantum of requisitions for audit,
personnel for audit teams are drawn tfrom headquarters/divisional offices. The
Department did not furnish further information regarding the number of
offices due for audit, audit conducted, number of observations issued and
amount involved to us.

3.1.6 Results of audit

In 2010-11 our test-check of the records of 48 units relating to motor vehicles
taxes revealed non/short levy, nowshort realisation, loss of revenue and other
irregularities involving ¥ 20 crore in 199 cases which fall under the following
categories:

R in crore)
SI. No. ‘ Categories No. of cases Amount
1 ‘Computerisation of Transport Department in 1 0.96
Bihar’ (A Performance Audit)
2 Non/short levy of taxes 55 15.56
3 Non/short realisation of trade tax 32 1.39
4 Non-realisation of OT T/fees 21 0.40
5 Trregular issue of driving licence 10 022
6 Non-realisation of tax from vehicles involved in 9 0.33
surrender
7 [rregular issue of certificate of fitness 4 0.10
8 Other cases 67 1.04
Total 199 20.00
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During the course of the year, the Department accepted non/short levy,
non/'short realisation, loss of revenue and other deficiencies of ¥ 19.43 crore in
64 cases, of which eight cases involving I 1.23 crore were pointed out during
2010-11 and the rest in earlier years.

Audit findings of the Performance Audit on ‘Computerisation of Transport

Department in Bihar’ with financial impact of ¥ 95.94 lakhand a few other
illustrative audit observations involving ¥ 16.85 crore are mentioned in the

succeeding paragraphs.
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3.2 Performance audit on ‘Computerisation of Transport
Department in Bihar’

Highlights

In the eight test-checked District Transport Offices, the VAHAN and SARATHI
software in a project mode were implemented with delays ranging between
three and 27 months.

(Paragraph 3.2.6)

Security policy was inadequate and made the computer systems vulnerable to
misuse / manipulations or unauthorised additions/deletions of data.

(Paragraph 3.2.11.1)

Inadequacy ot Input controls and validation checks resulting in duplication of
engine number and chassis number, registration of two or more vehicles under
the same insurance cover note, capturing of irrelevant period of tax payment
and exhibiting wrong seating capacity rendering the database unreliable.

(Paragraph 3.2.14)

The amount of tax generated by the VAHAN software was not in accordance
with the existing business rules.

(Paragraph 3.2.15.3)
3.2.1 Introduction

The Government of India, in order to have a National Register of registered
motor vehicles and driving licences and to provide valuable data for the Centre
and State security agencies, issued directives to all State Governments to adopt
‘VAHAN™ and ‘SARATHI* softwares. The softwares were developed by the
National Informatics Centre (NIC), New Delhi. Apart from the National
Register, these sottwares were also intended to help develop the State Register
of motor vehicles and licences. This computerisation effort was taken up by
the State Government under a Central Sector Scheme and was to be
implemented through the NIC on behalf of the Ministry ot Road Transport and
Highways (MoRTH), New Delhi in coordination with State Transport
Department.

The Transport Department, Government of Bihar initially implemented the
SARATHI application in May 2008 and VAHAN software in February 2009 in
the District Transport Office (DTQ), Patna. The software was implemented on
client server architecture with Oracle 10g’. The operating platform was
Windows 2000 for server and Windows XP for all clients. The hardware for
the Transport Department was procured from Government of India funds and
supplied by NIC, New Delhi to the State. As of September 2011, VAHAN and
SARATHI was adopted in all 38 DTOs in the State. Prior to adoption of
VAHAN and SARATHI applications, the Department was maintaining the
registration and licencing data on an application named Road Transport

An application developed for registration of vehicles and road tax clearance.

An application developed for issue of various licences.

Oracle 10g is a grid computing product group including a database management
system and an application server.
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Management Information System (NICTRAN) in five* DTOs, while the rest
of the DTOs were maintaining the data manually.

3.2.2 Organisational Setup

At the apex level, the State Transport Commissioner (STC), Bihar is the head
of the Department and is responsible for administration of the Acts and Rules
and implementation of all policy matters. In performance of his duties, he is
assisted by two Joint State Transport Commissioners at the headquarters. The
State has been divided into nine” transport regions and 38 transport districts®
which are controlled by the Secretaries of the Regional Transport
Authorities and the District Transport Officers respectively. They are assisted
by the Motor Vehicles Inspectors (MVIs) in discharging their duties.

The Joint State Transport Commissioner, Bihar is the nodal officer for
computerisation activities. At the State Headquarters, the State Informatics
Ofticer is the nodal officer. At the district level, the District Informatics
Officer is the nodal officer.

3.2.3 Audit objectives

The performance audit was conducted with a view to assess and evaluate
whether:

. the objectives of computerisation through the software applications
VAHAN and SARATHI have been achieved;

. reliable general and security controls were in place to ensure data
integrity and security;

. connectivity was established between the DTOs in the State for

creation of a State Register of vehicles and licences; and

. business rules were mapped in the system.

3.2.4 Scope of Audit and methodology

The performance audit on * Computerisation of Transport Department in
Bihar’ was conducted during the period between June and October 2011 in
nine’ out of 38 DTOs and the office of the State Transport Authority, Patna.
The data in soft copy was made available to audit by the office of STC, Bihar,
Patna in MS Access lormat and same was analysed and cross checked by
using Interactive Data Extraction Analysis (IDEA) Software, a Computer
Assisted Audit Technique and Tools (CAATTSs), generally accepted and used
for auditing in Information Technology (IT) environment.

Bhagalpur, Gaya. Muzaffarpur, Patna and Purnea.

Bhagalpur, Darbhanga, Gaya, Katihar, Madhubani, Muzaffarpur, Patna, Purnea and
Vaishali.

Araria, Arwal, Aurangabad. Banka, Begusarai. Bettiah, Bhabhua. Bhagalpur.
Bhojpur, Buxar. Chapra. Darbhanga, Gaya, Gopalganj. Jamui, Jehanabad, Katihar,
Khagaria, Kishanganj, Lakhisarai, Madhepura, Madhubani, Motihari, Munger,
Muzaffarpur, Nalanda, Nawada, Patna, Purnea, Roltas, Saharsa, Samastipur,
Shekhpura, Sheohar, Sitamarhi, Siwan, Supaul and Vaishali.

Bhagalpur, Darbhanga, Gaya, Katihar, Madhubani. Muzaftarpur, Patna, Purnea and
Vaishali —selected an random basis.
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3.2.5 Acknowledgement

Indian Audit and Accounts Department acknowledges the co-operation of the
STC in providing the necessary information and records to audit. An entry
conference was held in July 2011 wherein the scope and methodology of audit
was discussed with the Secretary of the Transport Department, Government of
Bihar and the Director, NIC Bihar. Their views on the proposed performance
audit was also elicited and suggestions made by them were suitably adopted.
The performance audit report was forwarded to the Government in October
2011. The exit conference was held in November 2011 where STC represented
the Government and the Department.

Audit findings
3.2.6 Delay in Implementation of the project

As per the approved proposal (December 2008) for computerization in the
Transport Department, a committee for review/monitoring, control and smooth
functioning of the project was constituted by the Secretary, Transport
Department, Government of Bihar. The committee consists of the State
Transport Commissioner, Joint State Transport Commissioner and three other
members form the NIC, Bihar unit.

The Transport Department fixed a time-schedule for successful
implementation of the VAHAN and SARATHI in a project mode. As per the
implementation schedule all offices of the Department were classified into
four® categories according to the work load at the DTOs and it was decided to
implement VAHAN and SARATHI software in the entire State latest by 30 June
2009 as per the approved proposal of the Transport Department.

In the eight test-checked DTOs, we observed that the actual implementation of
this project was delayed between three and 27 months. The details are given in
the table below:

Name of the Target date of Actual month of Delay in months
Office/Category  implementation implementation
VAHAN SARATHI SARATHI
1 | Bhagalpur/B 30 April 2009 November 2009 | February 2009 06 Nil
2 | Darbhanga/B 30 April 2009 August 2011 June 2010 27 13
3 | Gaya/B 30 April 2009 August 2010 August 2009 15 03
4 | Katihar/C 31 May 2009 November 2010 | May 2010 17 11
5 | Madhubani/C 31 May 2009 August 2011 February 2011 26 20
6 | Muzaftarpur/B 30 April 2009 December 2009 | February 2009 07 Nil
7 | Patna/A 31 March 2009 February 2009 May 2008 Nil Nil
8 | Purnea/B 30 April 2009 March 2010 January 2010 10 08
9 | Vaishali/'C 31 May 2009 September 2009 | February 2009 03 Nil

Category A: State Transport Commissioner and District Transport Office, Patna by 31
March 2009.

Category B:Divisional Offices (Bhagalpur, Chapra, Darbhanga. Gaya, Munger.,
Muzattarpur, Purnea, Sharasa) by 30 April 2009,

Category C: Remaining twenty nine districts by 31 May 2009.

Category D: All the RTAs offices by 30 June 2009.
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From the table above, it can be seen that the Department had implemented the
project in DTO Patna well ahead of the target date, a commendable effort in
view of the fact that the maximum number of vehicles are registered in DTO
Patna. Similarly, the maximum number of driving licences are also issued
from DTO Patna. However, we observed that there was inordinate delay of
upto 27 months (Darbhanga) in implementation of the project.

After we pointed this out, the Department stated during the exit conference
that due to lack of infrastructure and software, the project could not be
implemented by the scheduled date.

3.2.7 Hardware supplied by NIC Delhi
3.2.7.1 Non-adherence to approved proposal

During scrutiny we observed that the proposal of computerisation included 37
DTOs, nine RTAs and STA across the State and was approved by the Ministry
of Road Transport and Highways, New Delhi in December 2008. This
proposal did not include DTO Patna as this was already computerised as a
pilot district from the State fund.

Under the approved projects, the hardware was to be supplied by the
Government of India as per the approved requirement and for the approved
places. However, we observed that a requisition was sent by the Transport
Department to NIC Delhi through NIC Patna for obtaining hardware for the
computerisation of DTO Patna though this was not in the approved project.
However, NIC Delhi sent (between May 2010 and August 2010) the necessary
hardware to DTO Patna for computerisation. The requisition made by the
Transport Department and supply made by NIC was against the approval of
Ministry of Road Transport and Highways, New Delhi and also resulted in
irregular utilisationof Central funds.

3.2.7.2 Non-utilisation of hardware by DTO Patna

The details of utilisation of hardware in DTO Patna is given below:

Number Server PC DMP Color Web Sign Finger UPS
of system (Computer) Printer cam Pad Print
hardware /laser device
printer
Total number’ 4 40 26 4 16 10 7 6
Utilised by 4 28 17 4 5 5 6 6
DTO Patna
Unutilised NIL 12 9!t NIL 11 5 1 NIL
hardwares

It is evident that the hardware supplied/purchased was not fully utilised by the
DTO Patna.

After we pointed this out, the Department accepted the fact and stated during
the exit conference that the hardware would be utilised.

Total number shows hardware received through NIC and purchased locally by the
DTO.
Seven DMP (Dot Matrix Printer) were under repair.
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3.2.7.3 Discrepancies in figure between hardware supplied and
received

The details of hardware supplied by NIC Delhi for computerisation and those
received by DTO Patna were as under:

Server PC DMP Color Web Sign Finger UPS
system Printer Cam Pad Print (SKVA)
Device
Supplied by 2 25 15 - 10 10 10 2
NIC.
Received by 2 25 15 2 10 - - 2
DTO, Patna

(Source: Information supplied by NIC Patna and DTO Patna)

As indicated in the table above, there was a difference in receipt of some
hardware viz. Color Printers, sign pads and finger print devices.

3.2.8 Utilisation of Modules

ﬁhe modules contained in the VAHA“
L . . . We observed that the
application are Vehicle Registration, New

Vehicle Registration, Renewal of Vehicle
Registration, Transter of Ownership, Change
of Address, Removal of Hypothecation,
Permit and Taxes, [ssue of National Permit
and All India Tourist Permit, Renewal of
Permit, State-specific Road Tax calculation
and collection, Fitness, Issue of fitness
certiticate, Renewal ot fitness certiticate and

following modules/tables
were not being utilised or
were utilised partially.

Modules/Tables

Enforcement
Module

anorcement. /

Description Number of Remarks

records

Designed to capture the working No records This module contains fields for
ot the Enforcement wing data entry in respect of levy of
fine on offending vehicles on
road such as using vehicles
without registration/permit.
driving  uninsured  vehicles.
vehicles without certificate of
fitness, laden weight offences
etc. We observed that
compounding fee of ¥ 1.94 crore
was collected by the enforcement
wing during the year 2010-11 but
these data were not captured in

the VAHAN.

Permit Module Provides information of permit No records We observed that permits were
details of passenger vehicles being issued manually by the
goods vehicles RTA.

Trade Provides information of trade No records Contains trade licence fee and
certificate holders the name of agencies. The work

is still being done manually.
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Pin code Provides information of the Contains pincode of Delhi region
number of an area and area name. instead of Patna region.
Temporary vehicle | Provides information of | No records Not utilised
owner fee. Temporary | temporary vehicle fee and its
vehicle insurance insurance
Trailer Provides information like No records Not utilised
registration number, chassis
number ete.
Private vehicle tax and | Provides information of ditterent [rrelevant Contains irrelevant data like
passenger vehicle tax | tax slabs. Records ©9999999.
table
Private vehicle MVI | Provides details of private vehicle No records Fitness certificate to vehicles
check  and  fitness | inspection details and printing of issued manually.
certificate print litness certificate.
Registration surrender | Stores/provides information about No records Not utilised
and history surrender details of RC  of a
vehicle
Theft report Provides information about theft Only three Details of only two vehicles were
report of a vehicle records entered in the year 2009 and one
vehicle in 2011.
Fitness information Contains details of fitness of a 22,557 Against registration of 1,45,193
vehicle vehicles (after 31.05.2009) only
22,557 records are shown.

After we pointed this out, the Department stated during the exit conference
that it was difficult to utilise enforcement module and the other modules
would be utilised with the help of NIC.

3.2.9 Legacy data issues

As per the order of the Transport Department issued on 8 December 2009,
entry of legacy data for all the commercial vehicles was to be completed by 18
December 2009. After completing all the legacy data work, up-to-date data
was to be migrated to the new VAHAN software. We test-checked nine'!
DTOs and observed that in five'> DTOs, the legacy data from the previous
computerised system, though stated to be complete, was not migrated to
VAHAN while in the other four'* DTOs legacy data entry work was still in
progress (August 2011). Further, we observed that NICTRAN was in
operation in four'® DTOs for the purpose of collection of taxes due to
non-migration of data to the VAHAN system. Thus, full utilisation of the
VAHAN software was not ensured. In case of personal vehicles and driving
licenses, legacy data entry work was yet to be started. In the absence of
consolidated data in the VAHAN software, the State Register and National
Register can not be completed.

Bhagalpur, Darbhanga. Gaya, Katihar, Madhubani. Muzaffarpur, Patna, Purnea and
Vaishali.

Bhagalpur. Gaya, Muzattarpur, Patna and Purnea.

Darbhanga, Katihar, Madhubani and Vaishali.

Bhagalpur, Gaya, Muzaffarpur and Purnea.
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After we pointed this out, the Department accepted the fact and stated during
the exit conference that vehicles wherein comparatively more taxes are
involved are given priority while migrating legacy data to the new software.

3.2.10 Lack of proper documentation and system development
controls

The relevant documents
/ \ (URS, SDD) prepared by
As per the generally accepted procedures, the system developer were

User Requirement Specifications (URS) not produced to audit
and System Design Document (SDD) which though called for. In
give the complete description of the absence of such records

proposed system to be developed should be
approved by the user agency so that the
vendor undetstands the requirement ot the
client. Also proper documentation such as
URS, Software Requirement Specification
(SRS), detailed design, data flow diagram,

we could not verify the
adequacy of this
documentation.

After we pointed this out,
the Department accepted

the fact and stated during
the exit conference that the
software was developed by
the NIC and the same
would be obtained.

data dictionary relationship between tables
etc. are crucial for the computerisation of
the project.

3.2.11 Information security

Though the Department had computerised the vehicle registration and
licencing functions, adequate measures were not taken for the security of the
information system so created to ensure data integrity and security.

3.2.11.1 Absence of password policy

We observed in the test-checked DTOs that the user IDs and passwords for
accessing the computer system were being shared by users. The access levels
were not defined for the computer systems in any of the selected DTOs. The
practice of sharing passwords was fraught with the risk of unauthorised use of
the system and lack of'accountability. The Department had neither undertaken
any risk assessment nor put any password policy in place, thereby rendering
the system vulnerable to  misuse/manipulation or unauthorised
addition/deletion of data. The practice of change of password for access and
use of computer system was also not in place.

After we pointed this out, the Department accepted the point during the exit
conference and stated that it would be rectified.

The Government/Department may take suitable steps to restrict the
access to the computer system by framing a password policy.
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3.2.11.2 Non-utilisation of antivirus software

We observed that no antivirus
An Anti-virus software is used to software was installed in the
prevent, detect and remove viruses | computer systems in the
from the computer system. test-checked DTOs except in Patna.

After we pointed this out, the
Department stated during the exit conference that it was not supplied by NIC.
However, Windows-based free anti-virus software would be installed.

3.2.12 Physical and environmental control

/Physical controls prevent unauthorise
access and interference to the IT systems.
The system should also be protected from
environmental damage caused by fire,
water, earthquake, electrical power surges
or power shortages.

d\ We observed in  the
test-checked DTOs that the
physical and environmental
controls were weak.  For
example, fire alarms and
automatic fire extinguishers
/ were not installed in the TT
centres. The IT centers in
DTOs Gaya and Vaishali were established in dilapidated buildings and there
was seepage in the ceiling of the buildings.

3.2.13 Incomplete database

Under the Central Motor
Incompleteness  of database means | Vehicle (CMV) Rules, 1989,
missing essential information which | the owner of a vehicle shall

adversely affects the reliability of the | apply in Form 20 for the
system. registration of his vehicle.
This Form 20 contains
information about the vehicle and its owner. From the analysis of the data of
3,77,696 vehicles in seven'® test-checked DTOs, we observed that the data
capture was incomplete. Vital information such as owner’s name, address,
engine number, make, PAN, as well as cubic capacity, laden and unladen
weight were not captured, as shown in Annexure — XVIL.

This indicated that input of crucial information was not made mandatory in the
software and consequently the database remained incomplete. In the absence
of vital information like engine number, registration of stolen vehicles and use
of the same registration number by more than one vehicle cannot be ruled out.

After we pointed this out, the Department accepted the fact and stated during
the exit conference that it was due to legacy data transfer. However, it would
be examined and rectified.

13 Bhagalpur, Gaya, Katihar, Muzatfarpur, Patna, Purnea and Vaishali.
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3.2.14 Application Controls

Input controls and validation checks over input are vital for ensuring
integrity of the data and essential to prevent incorrect data from
being fed. Adequate input and validation controls ensure that the data
entered is complete and correct.

3.2.14.1 Input controls

. Alphanumeric chassis number and engine number assigned by the
manutacturer are the unique identification mark ot a motor vehicle. The CMV
Rules prescribe that a person, while applying for registration of his vehicle,
shall mention the chassis number and engine number in the application form.

During test-check of'the registration database in VAHAN in nine'® DTOs, we
observed in seven!” DTOs that out of 3,77,696 registration records of vehicles,
2,015 vehicles contained duplicate engine numbers and in respect of 3,322

vehicles, engine number and chassis number were the same as detailed in
Annexure-XVIIL

The existence of duplicate engine numbers/same engine and chassis number
indicated lack of input controls at an entry level to restrict entry of duplicate
engine numbers/same engine and chassis number. In absence of such data
validation check, possibility of assignment of more than one registration
number to the same vehicle could not be ruled out.

° Under the Motor Vehicles Act, 1988 (MV Act), an application for the
registration of a vehicle shall be accompanied by a valid insurance certiticate.

During analysis of the database of the DTOs Patna and Muzaftarpur, we
observed that out of 1,54,579 and 25,472 records of registration, 262 and 12
records respectively contained duplicate insurance cover note number in the
database. Due to absence of proper input controls, the system failed to restrict
the registration of more than one vehicle under the same insurance cover note
number. Manual verification of records could not be conducted by us due to
non-availability of source documents.

After we pointed this out, the Department accepted the fact during the exit
conference and stated that it would be examined and rectified accordingly.

3.2.14.2 Validation checks

° In seven DTOs, we observed that the field in respect of ‘seating
capacity’ exhibited wrong data with respect to the corresponding field of
‘maker model’ in case of 1,370 vehicles as shown in the following table:

16 Bhagalpur. Darbhanga, Gaya, Katthar, Madhubani, Muzattarpur, Patna. Purnea and

Vaishali.

17 Bhagalpur, Gaya, Katihar, Muzaffarpur. Patna, Purnea and Vaishali.
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‘ S1. No. Name of the DTOs No of vehicles Maker Model

Seating
capacity entered

1 Bhagalpur 402 Trailer 1
2 Motorcycle 124-125
3 Auto rickshaw 399-435
2 Gaya 199 Trailer 1
3 Katihar 17 Trailer 1
1 Motor cycle 110
4 Muzaffarpur 55 Trailer 1
1 Bus 580
S Patna 97 Trailer 1-750
5 Bus 70-85
3 Truck 74-970
4 Delivery Van 70-415
6 Purnea 245 Trailer 1
7 Vaishali 335 Trailer 1
1 Motor cycle 25
| Total 1,370

This indicates that there was no validation check in the seating capacity field.

e The database contains fields for information of the tax paid. During
test-check of data in five'® DTOs, we observed that in 13 cases, the field
relating to ‘date from’ and ‘date upto’ for which tax had been paid was
irrelevant as the ‘date from’ and ‘date upto’ were showing different dates

between calendar years 2016 and 2041 as mentioned in the following table:

Name of the
DTOs

Vehicle no

Receipt no/date

Tax from date

Tax upto
date

1 Gaya BRO2M4468 TX3603057/10.12.10 18/11/2025 17/11/2040
BROZM7521 TA3681703/03.05.11 26/02/2021 25/02/2031
BROZMGI187 TX3638758/10.02.11 24/12/2020 23/12/2030
2 Patna BRO1GAR950 AC3624007/18.02.11 05/08/2025 04/08/2026
BRO1PA5716 03306993/29.01.10 31/01/2024 30/01/2025
BRO1PA6367 S53394717/11.05.10 14/07/2016 13/10/2016
3 Katihar BR39G2816 KA3615094/25.03.11 28/01/2026 27/01/2041
4 Purnea BRIILO264 PU3261474/23.02.11 10/02/2021 09/02/2031
5 Muzaffarpur | BROGGAQ198 MT3675153/27.05.11 20/05/2021 19/05/2031
BRO6GA0204 MT3685287/06.06.11 20/05/2021 19/05/2031
BRO6G6GAOI69 MT3685786/08.06.11 14/05/2021 13/05/2031
BR06GA0170 MT3685787/08.06.11 14/05/2021 13/05/2031
BR06GA0250 MT3687718/18.06.11 25/05/2021 24/05/2031

This indicated inadequate validation checks which may result in omission in
tax collection and generation ot wrong MIS report.

o Section 40 of the MV Act provides that every owner of a motor

vehicle shall cause the vehicle to be registered by the registering authority in
whose jurisdiction he has the residence or place of business where the vehicle
is normally kept. Further, Section 46 of this Act provides that a motor vehicle
registered in any State shall not required to be registered elsewhere in India

¥ Gaya (3), Katihar (1), Muzaffarpur (5), Patna (3) and Purnea (1).
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and a certificate of registration issued in respect of such vehicle shall be
effective throughout India. On a cross verification of the ‘owner table’ in
VAHAN in DTOs Patna and Muzaffarpur, we observed that vehicles registered
in DTO Muzaffarpur and assigned a registration number also appeared in the
database maintained by DTO Patna. However, the chasis/engine numbers in
these cases were different as mentioned in the table below:

Vehicle District Date of Engine No. Make Remarks
No. registration Chassis Number of the
vehicle
1 BR 06G | Patna 09.08.1996 EXE252441 Truck Vehicle bearing the same
7069 FXG033261 registration number is also present

m the database of DTO
Muzatfarpur (SI. No. 2).

2 BR 06G [ Muzattarpur [ 08.07.2010 497TC94NOZR47557 | Milk After giving NOC by DTO,
7069 MAT38213198N33515 | Tanker | Muzattarpur to a vehicle (SI. No.1)
to get it assigned in DTO Patna,
the same registration number was
again allotted to another vehicle.

3 | BR06G | Patna 30.01.1999 697D22ERQ112575 | Truck Vehicle  bearing  the  same
7851 373011ERQ109136 registration nuimber is also present
m the database of DTO
Muzatfarpur (S1. No. 4).

4 | BRO6G | Muzattarpur | 07.10.2010 C13326 Tractor | Vehicle  bearing  the  same
7851 06123028 registration number is also present
in the database of DTO Patna (SL.

No. 3).
5 | BR06G | Patna 17.02.1989 ALEL71864 Truck Vehicle  bearing the same
9130 ALFEL199688 registration number is also present

in  the database of DTO
Muzatfarpur (S1. No. 6).

6 BR 06G | Muzattarpur | 14.02.2011 C73081 Tractor | After granting of NOC by DTO
9130 04140334 Muzattarpur to a vehicle (SL No.
5) to get it assigned in DTO Patna,
the same registration number was
again allotted to another vehicle.

7 | BR06G | Muzaftarpur | 07.10.2010 C69303 Truck Two vehicles bearing the same
7852 04135353 registration number but different
8 | BRO6G | Muzatfarpur | 09.10.2009 | 497TC94FQZ823047 | Truck | €ngine and - chassis uumbers
7852 MAT38213 [9SFAdd2 appcarcd in both NICTRAN and

VAHAN  software in  DTO
Muzatfarpur.

Thus, the validation check of assigning a unique registration number
corresponding to a unique chasis and engine number was not ensured. As a
result, vehicles bearing the same registration number were plying in different
places which was not only in violation of the codal provisions but also has
serious security implications.

After we pointed this out, the Department accepted the facts during the exit
conference and stated that seating capacity as ‘0’ was not accepted by the
computerised system in case of trailers. On the issue of plying of two vehicles
with the same registration number it was opined that this is a serious issue and
action would be taken,

The Government/Department may take effective steps to rectify the
deficiencies in input controls and validation checks so that a reliable
database can be prepared for the National Register.
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3.2.14.3 Connectivity amongst the District Transport Offices

Under the e-governance plan of the State Government, inter-connectivity
between the DTOs had been planned through modem on internet under the
State Wide Area Network (SWAN) project.

The District Transport Offices are required to be connected with the Data
Centre situated at NIC Patna for the flow of data from the DTO to the State
register. For this a suitable and secure network infrastructure is required to be
in place having adequate bandwidth to support data transfer between the
individual DTOs and the State Register/ National Register.

The existence of the same registration in two DTOs (as shown in the table
pre-page) clearly indicates that there is no connectivity amongst the DTOs.

After we pointed this out, the Department accepted the fact and stated during
the exit conference that there was no inter-connectivity amongst DTOs.
However, all the DTOs are individually connected with the State Data Centre.

3.2.15 Non-mapping/delayed mapping of business rules
3.2.15.1 Improper generation of onetime tax token

As per Schedule 1 part C of Bihar Motor Vehicles Taxation (BMVT) Act,
1994 as amended by Bihar Finance Act, 2010, onetime tax of ¥ 5,000 is
leviable at the time of registration on all three-wheelers having seating
capacity of not more than four persons (excluding the driver). This onetime
tax is valid for a period of ten years from the date of first registration.

In DTOs Patna and Vaishali we observed that the VAHAN software auto
generated demands for ¥ 7,500 as onetime tax on three-wheelers instead of
T 5,000. This indicated that provisions of the Act and Rules were not mapped
correctly in the system.

3.2.15.2 Short realisation of onetime tax

Under section 7(1) of the BMVT Act, as amended by Finance Act, 2011, one
time tax at the rate of five per cent of the cost of the vehicle (w.e.f 1 April
2011) excluding sales tax for the whole life of the vehicle shall be levied at the
time of registration of personalised vehicles.

We observed during data analysis of four'® DTOs that in case of 2,888
vehicles registered between 1 April 2011 and 4 July 2011, the tax was
calculated at the pre-revised rate which was three per cent. This resulted in
short levy of one time tax of I 95.94 lakh as mentioned in the following table:

L9

Bhagalpur, Gaya, Patna and Vaishali.
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(Amount in %)
Name of Number of Amount payable Amount realised Amount
oftice vehicle registered short
realised
Bhagalpur 1,556 68,27,072 44,38,749 23,88,323
Gaya 10 88,427 54,820 33,607
Patna 619 1,33,73,431 81,00,709 52,72,722
Vaishali 703 50,61.433 31.62.310 18,99,123

2,53,50,363 1,57,56,588 95,93,775

Afier we pointed this out, the Department accepted the point during the exit
conference and stated that the software would be rectified and short collected
revenue would be recovered.

3.2.15.3 Incorrect computation of road tax and additional motor vehicles
tax

As per Section 7(3) of the BMVT Act, in case of vehicles other than personal
vehicles, the tax may be paid for one or more quarterly periods at the annual
rate of the tax payable lor the quarter. Further, Section 5(1) and 5(2) of the Act
ibid provide that every owner of a registered motor vehicle shall pay tax on
such vehicle at the rate specified in Schedule-I and additional tax as specified
in Schedule-1I.

We observed during data analysis of DTOs Gaya and Patna, that the tax
generated by the software was not in accordance with the existing business
rules. This indicates that above business rules were not incorporated correctly
in the system.

3.2.15.4 Inadequate coding of class of vehicles

L Under section 7(3) of the BMVT Act, as amended from time to time,
motor vehicles tax and additional motor vehicles tax on all transport vehicles
(excluding goods carriage and motor cabs) shall be calculated on the number
of seats for passenger vehicles based on wheel base. As per instructions issued
by the STC (September 2000), ordinary bus having 205 inch (5195 mm) wheel
base was to be registered with seating capacity 53. The code assigned for this
class of vehicle was 73. We observed during data analysis of vehicle class 73
(Bus) in DTOs Patna and Muzaffarpur that 59 buses were registered with
seating capacity between 36 and 52 though these vehicles had 205 inch wheel
base. This omission may cause short realisation of taxes.

o The VAHAN software provides for assignment of a unique code to
each category of vehicle and linking these with other critical parameters such
as tax and granting road permits etc. We observed that due to lack of input
controls, the system allowed allotment of ‘vehicle class 1 (Moped)’ to ‘vehicle
class 3 (Motor cycle)’ in three cases in DTO Katihar and one case in DTO
Purnea. Further, ‘vehicle class 106 (Truck)’ was allotted to Bus (for Bus
vehicle code is 73) in two cases in Purnea. Assignment of a code other than
the code allotted for the purpose indicated that the data entered in the database
was not complete and correct.

After we pointed this out, the Department accepted the point during the exit
conference and stated that it would be rectified.
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3.2.155

Certificate of fitness

Section 56 of the MV Act, prescribes
that a transport vehicle shall not be
deemed to be validly registered unless it
carries a certificate of fitness. A
certificate of fitness in respect of a
transport vehicle is granted/renewed for
a period of two years/one year, as the
case may be, in terms of Rule 62 of the

In DTOs Patna and
Muzaftarpur, we observed
that in 36 cases of transport
vehicles, the registration date
was prior to the date of fitness
check. Further, we observed
in four’® DTOs that in case of
404 vehicles, the chassis
number was different in the
certificate of fitness and the

Q?MV Rules. /
certificate of registration. In

five cases of DTO Patna, the validity of renewed certificate of fitness was two
to three years while in one case of Bhagalpur the fitness validity of new
transport vehicles was granted for only one year. This indicates that the above
business rules were not incorporated correctly.

After we pointed this out, the Department accepted the fact during the exit
conference and stated that the MVTIs would be instructed to take computerised
test of vehicles and link it with the database.

3.2.15.6 Charging of improper fee for issue of driving licences

We observed  during
data analysis of the
SARATHI software of
nine DTOs?! that the all
driving licenses were
issued to the applicants
by the licensing
authorities in Form 7 by
charging an additional
amount of Y40 and

/As per Rule 14 read with Rule 32 of the CMV\
Rules, a fee of ¥ 200 including the cost of
computerised chip shall be charged for issue
of driving licence in Form 7. Further, it
stipulates that ¥ 50 for test of competence to
drive shall be charged. As per notification
issued (October 1996) by the Government of
Bihar, surcharge of I 50 shall also be charged

Kfor such tests. /

% 80 as detailed below:
(Amount in I)
Purpose Amount chargeable Amount charged
Issue of driving license 200 200
For test of competence of 50+350 (surcharge) 100

drive for each class

Driving license fee (other test-

checked districts except
Muzattarpur)

No fee prescribed
For one class of vehicle -

For two difterent classes of vehicles 22 - 40

40

Driving license fee
(Muzaftarpur)

No fee prescribed

For one class of vehicle -

For two different classes of vehicles - 80

40

20
21

Bhagalpur, Muzaffarpur, Patna and Vaishali.
Bhagalpur, Darbhanga, Gaya, Katihar, Madhubani. Muzaffarpur, Patna, Purnea and

Vaishali.

2 Classes of vehicles: Motor Cycle (MC) without gear, MC with gear. light motor
vehicles, invalid carriages, medium goods vehicles, medium passengers
vehicle, heavy goods vehicle and heavy passengers motor vehicles.

Audit Report (Revenue Receipts ) 73

for the year ended 31 March 2011



Chapter lli- Taxes on Motor Vehicles

After we pointed this out, the Department accepted the fact during the exit
conference.

3.2.16  Other points of interests
3.2.16.1 Deficiency in data on the stolen vehicles

A database of stolen vehicles reported to DTOs is required to be maintained
to prevent any transaction of these vehicles till the vehicle is reclaimed by the
legitimate owner.

The database of stolen vehicle was not maintained in DTO Muzaffarpur due to
error displayed as ‘invalid chassis number’. Therefore, the details of stolen
vehicles reported by the Police Department was not entered in the database.
Further, in DTO Vaishali the database of stolen vehicles with reference to the
data of the Police Department was not updated. Thus, there was a risk of
allowing transactions on stolen vehicles.

After we pointed this out, the Department accepted the fact during the exit
conference and stated that it would be rectified with the help ot NIC.

3.2.16.2 Lack of identity proof of owner in certificate of registration

As per Rule 48 of the CMV Rules, certificate of registration (in electronic
medium as smatt card) is issued to the owner in Form 23A (smart card).

We observed during test-check that these smart cards did not contain identity
proof of the owner such as specimen signature or thumb impression and
photograph whereas the certificate of registration issued in Form 23 (Manual)
had a provision for specimen signature of the owner. In the absence of
identity proof of the owner in smart card, it was difficult to verify the
genuineness of the owner from the certificate of registration by the registering
authority or any other authorities.

3.2.16.3 Error in generation of daily receipt report

We observed during test-check of records of DTO Gaya that in the daily
receipt report generated by the VAHAN software, penalty was calculated twice,
once in the tax column along with tax and again in a separate column also.
Thus, there was difference between the actual amount collected and amount
which appeared in the generated report.

Further, the system was generating consolidated report of the receipts of the
Registration fee collection counter and the Tax collection counter. Thus, the
counter-wise collection report was not quantified separately.

After we pointed this out, the Department stated during the exit conference
that this would be rectified with the help of NIC.

3.2.17 Lack of training of personnel

As per the Memorandum of Understanding (MoU) between the Government
of Bihar and the Government of India, training of essential State Government
personnel on computer usage and application would be arranged by NIC free
of charge. Training would be arranged at the NIC Region/State/District
computer centers as far as possible.
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We observed that a sum of I 5.27 lakh was paid to NIC (June 2008) for
training of transport personnel by the DTO Patna, though the MoU provided
free of cost training to State Government officials by NIC. However, no such
training was provided to the personnel of the Transport Department.

After we pointed this out, the Department stated duting the exit conference
that training would be conducted to strengthen and improving the skill of
personnel.

3.2.18 Conclusion

The objectives of computerising the system of registration and taxation of
vehicles could not be fully achieved. As the legacy data was not successfully
integrated with the VAHAN and SARATHI software, the purpose of having
State Register and National Register could not be achieved. The IT security
policy was inadequate and made the information system vulnerable to
misuse/manipulation or unauthorised addition/deletions of data. Validation
checks in the software were inadequate. Controls were not adequate 1o ensure
integrity and reliability of the data. The business rules were also not mapped
correctly in the system. The overall objective of the computerisation was yet
to be fully achieved by the Department, as many tfunctions continued to be
discharged manually. The replies received from the district transport
authorities in almost all selected district give us an impression that Department
is completely dependent upon the NIC for even basic/core function and were
far from being self reliant.

3.2.19 Summary of recommendations

The Department may consider implementing the following recommendations:

e Ensuring sufficient controls in the system so that a complete and
reliable database is maintained by the DTOs updating the software
as and when policy changes are effected, or any revision in the rate
of taxes and fees is done.

° Restricting access to the system through user authentication
process.
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3.3 Non-compliance of the provisions of the Acts/Rules

The provisions of the Bihar Motor Vehicles Taxation (BMVT) Act, 1994, Motor
Vehicles (MV)Act, 1988 and Rules made thereunder require levy and payment

of:

° taxes on motor vehicles/additional tax by the vehicle owners at the
appropriate rates;

° tax/additional tax in advance and within the prescribed period; and

° penalty up to double the tax, if the tax is not paid within 90 days.

Non-compliance of the provisions of the Acts/Rules in some cases as
mentioned in paragraphs 3.4 to 3.8 resulted in non/short levy, non/short

realisation of tax etc. of X 16.85 crore.

34 Non - realisation of motor vehicle taxes

Thirty two ?* District Transport Offices

Under section 5 and 9 of the BMVT Act, motor
vehicles tax is to be paid to the taxing officer in
whose jurisdiction the vehicle is registered. The
vehicle owner can pay the tax to the new taxing
officer in case of change of residence/business,
subject to the production of No Objection
Certificate (NOC) from the previous taxing
officer. Further, the taxing officer may exempt
the vehicle owner from payment of tax, if he is
satistied that the prescribed conditions have been
fulfilled by the vehicle owner. The District
Transport Officers (DTOs) are required to issue
demand notice to ensure timely realisation of
tax.

Non-payment of tax beyond 90 days attracts
penalty at the rate of 200 per cent of the tax due.
Under section 22 of the BMVT Act, if the tax or
penalty or both has not been paid in accordance
with the provisions of the Act, an officer not
below the rank of Inspector of Motor Vehicles or
any other officer specially authorised by the
State Transport Commissioner, may seize the
motor vehicles and detain it till the payment of
tax.

23

Jehanabad, Kaimur (Bhabhua). Katihar,

Madhubani, Motihari, Munger, Nalanda,

We observed that the
Government/Department
did not install a
mechanism for periodic
review of the taxation
registers by the DTOs and
also did not prescribe a
time frame within which
a demand notice is to be
issued to the defaulting
vehicle owners.

During test-check of the
taxation registers and the
computerised  database
between April 2010 and
March 2011 we observed
that though the owners of
1,025 transport vehicles
did not pay tax of ¥ 5.34
crore pertaining to the
period between April
2001 and December
2010 within the due
dates, yet the DTOs
neither seized the
defaulting vehicles nor

Arrah, Arwal, Aurangabad, Banka, Begusarai, Bettiah, Buxar, Chapra, Jamui,
Khagaria, Lakhisarai. Madhepura,
Nawada, Samastipur, Sasaram,

Sheikhpura, Sheohar, Siwan. Supaul and Vaishali (Taxation register);
Bhagalpur, Gaya, Muzaftfarpur, Patna, Purnea (Computerised database).
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initiated action towards tealisation of the dues from the defaulting vehicle
owners. In none of the cases, change of addresses of the owners or surrender
of documents for securing exemption from payment of tax was found on
record. This resulted in non-realisation of tax of ¥ 16.02 crore including
penalty of ¥ 10.68 crore (Annexure-XIX).

After we pointed this out, DTO Kaimur (Bhabhua) stated in May 2010 that
certificate cases would be initiated against the defaulting vehicle owners while
the remaining DTOs stated between April 2010 and March 2011 that demand

notices would be issued. We await further development in the matter (October
2011).

The matter was reportted to the Government’ Department in June 2011; we are
yet to receive their reply (October 2011).

3.5 Non - realisation of tax from vehicles involved in surrender

Five?* District Transport Offices

We observed during
test-check of

Under section 17 (1) and 19 of the BMVT Act,
and rules made thereunder, when the owner of a
motor vehicle does not intend to use his vehicle
for a period of more than one month but not
exceeding six months at a time, he can be
exempted from the payment of tax by the
competent authority provided his claim for
exemption is supported by the surrender of the
documents for the period of non-use of the
vehicle. The vehicle owner shall also from time
to time furnish an undertaking to the concerned
taxing officer for extension, if any, during the
said period. The taxing officer, in such cases, is
required to carry out physical verification of the
parking place of the vehicle at least once in a
month in a random manner and record a
memorandum of inspection in the case record of
the vehicle. If at any time during the period
covered by an undertaking, the motor vehicle is
found to be used or kept at a place other than the
place mentioned in the undertaking, such
vehicle shall, for the purpose of this Act, be
deemed to have been used throughout the period
without the payment of tax. Accordingly, tax
including penalty is leviable in such cases.

H Gaya, Lakhisarai, Motihari, Muzaffarpur and Purnea.

taxation registers and
surrender  registers
between June 2010
and March 2011 that
surrender was
irregularly granted to
12 vehicles. This
resulted in  non
realisation of tax of
T35.74 lakh
including penalty of
T 2383 lakh as
mentioned in the
following table:
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® inlakh)
Name of No.of  Period for which Irregularities Tax effect
DTOs vehicles  tax was not paid
Penalty Total
1 Gaya 03 Between October | Surrender was irregularly [ 6.55 13.10 19.65
and Motihari 2002 to November | accepted without payment
2010 of up to date tax.
2 Gaya, 05 Between February | Initial ~ surtender — was | 2.68 5.37 8.05
Lakhisarai 2008 to November | accepted without proper
and Purnea 2010 documents as per Act.
3 Muzattarpur 04 August 2006 to The Department did not | 2.68 5.36 8.04
September 2010 | take  any  steps  for
realisation of tax in respect
of vehicles surrendered
beyond six months without
tresh undertaking.

Total 11.91 23.83 35.74

After we pointed this out, DTOs Muzaffarpur and Purnea stated between
February and March 2011 that demand notices would be issued while the
remaining DTOs stated between June 2010 and March 2011 that suitable
action would be taken. We await further developments in the matter (October
2011).

The matter was reported to the Government/ Department in June 2011; we are
yet to receive their reply (October 2011).

3.6 Irregular issue of transport vehicle driving licence

Five”® District Transport Offices

. We observed during
/I’Jnder. section 9 of the MV ACt’_ tm test-check  of  transport
licensing authority shall grant driving vehicle  driving license

hcel_we to an -apphce_mt to drive sucl*_l class of registers between March
vehicle who is holding a learnet's licence of 2010 and March 2011 that
that class and has passed the competency 10,530 transport  vehicle
test for driving the vehicle. Further, as per dri’ving licences were
section 7(1) of the Act ibid read with rule 10 granted during 2008-09 and
of the CMV Rules, no person shall be 2009-10 to applicants who
granted a learner's licence to drive a were not holding licences to
transport vehicle unless he has held a drive light motor vehicles.
driving licence to drive a light motor vehicle This omission not only

for at least one year. violated the provisions of
the Act and Rules but also
involved road safety issues. This resulted in loss of Government revenue of
3 22.111akh on account of fee recoverable for grant of driving licences.

Banka, Chapra, Gaya, Katihar and Nawadah.
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After we pointed this out, DTO Katihar stated in August 2010 that demand
notices would be issued and amount would be realised at the time of renewal
while the remaining DTOs stated that action would be taken for realisation of
dues. We await further development in the matter (October 2011).

The matter was reported to the Government/ Department in June 2011; we are
yet to receive their reply (October 2011).

3.7 Non/short realisation of trade tax from the dealers of motor
vehicles

Fourteen®® District Transport Offices

During test-check of
Under section 6 of the BMVT Act and the Rules the returns furnished

framed thereunder, tax at an annual rate as by the manufacturers/
prescribed shall be paid by a manufacturer or a dealers  and  the
dealer in respect of motor vehicles which are in registration  registers,
his possession in course of his business as a we observed between
manufacturer/dealer. Non-payment of tax within March 2010  and
the due date attracts penalty ranging between 25 March 2011 that in
and 200 per cent of the tax due as provided under case of 73 dealers of
section 23 ibid read with rule 4(2) of the BMVT motor vehicles, trade
Rules. Further, the STC instructed all DTOs to tax at the prescribed
initiate legal action for realisation of tax and rate was either not
renewal of trade certificate. deposited or

deposited short in

respect of 33,507
vehicles 30,320 two wheelers and 3,187 three/four wheelers) possessed by
them between the period from January 2004 and June 2010. Though the
DTOs were required to examine the stock register of dealers/manufacturers for
realisation of trade tax, there was nothing on record to indicate that such
examination of records were done. This resulted in non/short realisation of
trade tax of ¥19.23 lakh including leviable penalty.

After we pointed this out, DTO Arrah stated in February 2011 that demand
notice for realisation of trade tax would be issued while the remaining DTOs
stated between March 2010 and March 2011 that demand notices would be
issued and action for recovery would be taken as per rules. We await report on
recovery in cases where demand notices were issued and further developments
in the remaining cases (October 2011).

The matter was reported to the Government/ Department in June 2011; we are
yet to receive their reply (October 2011).

26 Arrah, Begusarai, Bhagalpur, Chapra. Gaya. Katihar, Khagaria, Lakhisarai,
Madhepura, Madhubani, Patna, Purnea. Samastipur and Sasaram.
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3.8 Non/short realisation of additional tax and green tax

Five?” District Transport Offices

ﬁler section 5 and 7 of the BMVT m
every owner of a registered motor vehicle

shall pay tax and additional motor vehicle
tax on such vehicle at the rate specified in
the schedules. As provided under rule 6 of
the BMVT Rules, the taxing officer after
satisfying himself that the amount tendered
in the payment of the tax is equal to the
amount of tax payable, shall accept payment
of the taxes and grant receipt thereof with a
tax token.

Further, as per section 5 (6) of the BMVT
Amendment Act (as amended vide BF Act,
2010 effective from 9 April 2010), green tax
at the rate of 10 per cent of the tax payable,
including additional tax, shall be payable by
every owner of a registered transport vehicle
more than 12 years old except on three
wheelers, tractors and trailers. Besides, the
provision for allowing rebate on additional
motor vehicle tax has also been withdrawn
by the said amendment. Non-payment of tax
within the due date attracts penalty ranging
between 25 and 200 per cent of the tax due

as provided under section 23 ibid read with
w 4(2) of the BMVT Rules. /

We observed during
test-check of taxation
registers  and  the
computerised database
between August 2010
and March 2011 that
the owners of 193
transport  vehicles did
not pay the green tax of
I 84,000 during the
period between May
and September 2010,
though the vehicles
were more than 12
years  old.  Further,
rebate on additional tax
of T 1.36 lakh was also
allowed in
contravention of the
amendment of the Act.
In all these cases the
concerned DTOs
irregularly issued tax
token without ensuring
realisation of green tax
due and allowed rebate
on additional tax. This
resulted in non/short

realisation of green tax and additional tax of ¥ 6.62 lakh including leviable

penaltyof ¥ 4.41 lakh.

After we pointed this out, DTOs concerned stated between August 2010 and
March 2011 that demand notices would be issued. We await further

developments in the matter (October 2011).

The matter was reported Lo the Government / Department in June 2011; we are

yet to receive their reply (October 2011).

Chapra, Katihar, Madhepura
(Computerised database).

and Sasaram (Taxation Register); Patna
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Other Tax Receipts

EXECUTIVE SUMMARY

Increase in tax collection

The percentage of receipts from State excise increased
consistently in comparison to the total receipts of the State from
9.47 per cent to 15.43 per cent during the period trom 2006-07
to 2010-11, while the percentage of receipts from stamp duty
and registration fees when compared with the Budget estimates
varied between (-) 35 per cent to (+) 33.05 per cent during the
above periods which indicated unrealistic budget preparation.

Very low recovery by the
Department in respect of
observations pointed out
by us in earlier years

During the period 2005-06 to 2009-10, we had pointed out
non/short levy. non/short realisation, loss of revenue etc.. with
revenue implication of ¥ 1,141.77 crore in 6,500 cases in
respect of State excise revenue. Of these, the
Department/Government had accepted audit observations in
540 cases invalving ¥ 387.11 crore. The negligible recovery of
T 0.23 crore (0.06 per cent) against accepted cases involving
I 387.11 crore indicates lack of prompiness on the part of the
Government/ Department in recovering the Government dues.

During the period from 2007-08 to 2009-10, we have pointed
out through our inspection reports, nan/short levy, noon/shart
realisation, blocking of Govt. revenue ete.. with revenue
implication of ¥ 40.47 crore in 184 cases in the Registration
Department. The Department’ Government had accepted audit
observations in 185 cases involving ¥ 37.03 crore which also
include the cases pointed out by us during earlier years and had
since recovered < 3.16 lakh. This negligible recovery of ¥ 3.16
lakh (0.09 per cent) against the accepted cases invelving
X 37.03 crore indicates lack of promptness on the part of the
Government/Department in realising the Government dues.

Results of audit

conducted by us in
2010-11

In 2010-11, we test-checked the records of 38 units relating to
State excise revenue and found non/short realisation, loss of’
revenue and other irregularities involving I 131.62 crore in 95
cases whereas during test-check of the records of 30 units
relating to stamp duty and registration fees we found non/short
realisation, loss of revenue and other irregularities involving
¥ 3.02 crore in 38 cases.

What we have highlighted
in this Chapter

In this Chapter we present few illustrative cases of’ ¥ 4.35 crore
selected from observations noticed during our test-check of
records relating to non/short levy, non/short realisation etc.,
where  we  found that the  provisions  of  the
Acts/Rules/Government notifications were not observed.

It is a matter of concern that similar omissions have been
pointed out by us repeatedly in the Audit Reports tor the past
several years, but the Departments did not take corrective
action till we pointed out in audit.

We are also concerned that though these omissions were
apparent from the records which were made available to us, the
Assistant Commissioners/Superintendent of Excise and District
Sub Registrar /Sub Registrars were unable to detect these
mistakes.

Our conclusion

The concern departments need to improve the internal control
system so that weaknesses in the system are addressed and
omissions detected by us are avoided in future.

It also needs to take appropriate steps to recover the amount
involved, at least in the accepted cases.
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A: STATE EXCISE

4.1.1 Tax administration

The assessment, levy and collection of excise revenue is administered by the
Secretary, Department of Registration, Excise and Prohibition (Excise) at the
Government level and by the Commissioner of Excise (CE) at the apex level
of the Department of Excise and Prohibition. The CE is also the ex-officio
Controller of Molasses for the administration and execution of the Bihar
Molasses Control Act and Rules. The CE is assisted by one Joint
Commissioner of Excise (JCE), one Deputy Commissioner of Excise (DCE)
and one Assistant Commissioner of Excise (ACE) at the headquarters level.
Further, there is one DCE at each of the four' divisional headquarters. At the
district level, the Collector of the district is in-charge of the excise
administration, assisted by an ACE or by a Superintendent of Excise (SE).

For supply of all types of liquor to retailers of excise shops in the State, the
Bihar State Beverage Corporation Limited (BSBCL) headed by a Managing
Director was formed in October 2006, to function as an exclusive wholesale
depot.

4.1.2 Trend of receipts

The variation between budget estimates and actual receipts from State excise
during the period 2006-07 to 2010-11 along with the total tax receipts during
the same period is mentioned below:

R in crore)
Year Budget Actual Variation Percentage Total tax  Percentage of
estimates  receipts excess (+)/ of receipts actual
shortfall (-) variation of the receipts vis-a-
State vis total tax
receipts
2006-07 400.00 381.93 (-) 18.07 4.52 4,033.08 9.47
2007-08 500.00 525.42 25.42 5.08 5,085.53 10.33
2008-09 537.69 679.14 141.45 26.31 6,172.74 11.00
2009-10 850.00 | 1,081.68 231.68 27.26 8,089.67 13.37
2010-11 1,400.00 | 1,523.35 123.35 8.81 9,869.85 15.43

The above table indicates that the percentage of receipts from State excise
when compared with the total receipts of the State increased consistently
during the period which is required to be maintained in subsequent years.

The trend of receipts vis-a-vis the estimated receipts of State excise and total
tax receipts are given in the following bar diagram:

Bhagalpur-cunrMunger, Darbhanga-cum-Kosi-cum-Purnea, Patna-cum-Magadh and
Tirhut-cunrSaran.
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Budget estimate, actual receipts and total tax receipts of the State
(% in crore)
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The pie chart below depicts the contribution of State excise receipts to the
total tax receipts (% 9,869.85 crore) of the State during 2010-11:

Position of State excise receipt in the total tax receipts during the

year 2010-11

(X incrore)

[0 8346.5, 85%

| O Other Tax Receipts O State Excise

4.1.3 Cost of collection

The gross collection of State excise receipts, expenditure incurred on
collection and the percentage of such expenditure to gross collection during
the years 2008-09 to 2010-11 along with the all India average percentage of
expenditure on collection to gross collections for the relevant previous years
are mentioned in the following table:
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R incrore)
Gross collection Expenditure on  Percentage of All India average
collection expenditure to  percentage for
gross collection the previous year
2008-09 679.14 24.15 3.56 3.27
2009-10 1,081.68 44.02 4.07 3.66
2010-11 1,523.35 37.65 247 3.64

The above table indicates that the percentage of expenditure to gross
collection in respect of State excise revenue in 2010-11 was below the all
India average percentage for the previous year. The Department should ensure
that this trend is maintained in the subsequent years also.

4.1.4 Impact of audit

Revenue impact

During the period from 2005-06 to 2009-10, we have pointed out through our
inspection reports, non/short levy, non/short realisation, loss of revenue etc.,
with revenue implication of ¥ 1,141.77 crore in 6500 cases. Of these, the
Department/Government had accepted audit observations in 540 cases
involving ¥ 387.11 crore and had since recovered I 23 lakh. The details are
shown in the following table:

R in crore)

Year No. of Pointed out Accepted Recovered

‘,ﬁgﬁzd No. of Amount No. of Amount No. of Amount
cases cases cases

2005-06 42 2,659 149.90 83 1.08 Nil Nil
2006-07 30 3,404 167.09 258 48.15 - 0.15
2007-08 32 149 149.60 4 0.47 Nil Nil
2008-09 32 113 223.58 43 31.99 11 0.08
2009-10 39 175 451.60 152 305.42 Nil Nil
Total 175 6,500 1,141.77 540 387.11 11 0.23

This negligible recovery of I 23 lakh (0.06 per cent) against the accepted
cases involving T 387.11 crore indicates lack of promptness on the part of the
Government/Department in realising the Government dues.

We recommend that the Government may take appropriate steps to
recover the amounts involved, at least in the accepted cases.

4.1.5 Working of internal audit wing

There is an internal audit wing called Finance (Audit) which works under the
Finance Department and internal audit of the different offices of the
Government is conducted on the basis of requisitions received from the
Administrative Department.

An audit team of Finance (Audit) comprises of three members, one being the
head of the team. In consideration of the quantum of requisitions for audit,
personnel for audit teams are drawn from headquarters/divisional offices. The
Registration, Excise and Prohibition (Excise) Department did not furnish
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further information to us regarding the number of offices due for audit, audit
conducted, number of observations issued and amount involved in the cases.

B: STAMP DUTY AND REGISTRATION FEES

4.2.1 Tax administration

The levy and collection of stamp duty, registration fee, penalties and other
dues under the Acts and Rules? is administered by the Registration, Excise and
Prohibition (Registration) Department headed by the Inspector General,
Registration (IGR). The Department functions under the administrative control
of the Secretary of the Registration Department who is the chief revenue
controlling authority. The IGR is assisted by a Joint Secretary, two Deputy
Inspector Generals (DIGs) and four Assistant Inspector Generals (AIGs) at the
Headquarter’s level. Further, there are nine Inspectors of Registration Office
(IROs) at the divisional level. Thirty eight District Registrars (DRs), 38
District Sub Registrars (DSRs) and Sub Registrars (SRs) at the district/primary
units are responsible for levy and collection of stamp duty and registration
fees.

4.2.2 Trend of receipts

The variation between budget estimates and actual receipts (rom stamp duty
and registration fees during the period 2006-07 to 2010-11 along with the total
tax receipts during the same period is mentioned below:

® in crore)

Year Budget Actual Variation Percentage Total tax Percentage of
estimates  receipts  excess (+)/ of receipts actual
shortfall (-) variation of the receipts vis-a-
State vis total tax
receipts
2006-07 700.00 455.02 (-) 244.98 (-)35.00 | 4,033.08 11.28
2007-08 720.00 654.15 (-) 65.85 (-)9.15 5,085.53 12.86
2008-09 581.02 716.19 (+) 135.17 (+) 23.26 6,172.74 11.60
2009-10 750.00 997.90 (+) 247.90 (+) 33.05 8,089.67 12.34
2010-11 1215.00 | 1,098.68 (-) 116.32 (-)9.57 9,869.85 11.13

The above table indicates that the percentage of receipts from stamp duty and
registration fees when compared with the budget estimates varied between
(-) 35 per cent to (+) 33.05 per cent during the period 2006-11 which indicates
that the budget was prepared by the Finance Department unrealistically.

The trend of receipts vis-a-vis the estimated receipts ol stamp duty and
registration fees and total tax receipts are given in the following bar diagram:

The Indian Stamp Act. 1899; The Registration Act, 1908; The Bihar Stamp Rules.
1991 and the Bihar Stamp (Prevention of Under-valuation of Instruments) Rules,
1995.
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Budget estimate, actual receipts and total tax receipts of the State
(T in crore)
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The pie chart below depicts the contribution of receipts from Stamp duty and
Registration fees to the total tax receipts (3 9,869.85 crore) of the State during
2010-11:

Position of Stamp duty and Registration fees receipt in the total tax receipts

during the year 2010-11

(X in crore)

O Other Tax Receipts O Stamp Duty and Registration Fees

4.2.3 Cost of collection

The gross collection of stamp duty and registration fees, expenditure incurred
on collection and the percentage of such expenditure to gross collection during
the years 2008-09 to 2010-11 along with the all India average percentage of
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expenditure on collection to gross collection for the relevant previous years
are mentioned in the following table:

R in crore)

Gross collection Expenditure on

collection

Percentage of
expenditure to

All India average
percentage for

gross collection the previous year

2008-09 716.19 37.68 5.26 2.09
2009-10 997.90 45.90 4.60 2.77
2010-11 1,098.68 46.58 4.24 2.47

The above table indicates that during the year 2008-11, the percentage of
expenditure on collection in respect of stamp duty and registration fees was
higher than the all India average percentage for the previous year.

The Government needs to take appropriate measures to keep the
percentage of expenditure on collection below the all India average
percentage in the coming years.

4.2.4 Impact of audit

Revenue impact

During the period from 2007-08 to 2009-10, we have pointed out through our
inspection reports, non/short levy, non/short realisation, loss of revenue etc.,
with revenue implication of I40.47 crore in 184 cases. The Department/
Government had accepted audit observations in 185 cases involving I 37.03
crore which also include the cases pointed out by us during ecarlier years and
had since recovered X 3.16 lakh. The details are shown in the following table:

No. of Pointed out Accepted Recovered
units
audited No. of Amount No. of Amount No. of Amount
cases & in crore) cases & in crore) cases K inlakh)
2007-08 20 11 0.17 4 0.01 1 1.52
2008-09 39 81 33.42 95 31.69 Nil Nil
2009-10 31 92 6.88 86 5.33 2 1.64

Total 90 184 40.47 185

37.03 R)

3.16

This negligible recovery of ¥ 3.16 lakh (0.09 per cent) against the accepted
cases involving ¥ 37.03 crore indicates lack of promptness on the part of the
Government/Department in realising the Government dues.

We recommend that the Government may take appropriate steps to
recover the amounts involved, at least in the accepted cases.

Audit Report (Revenue Receipts )

for the year ended 31 March 2011 87



Chapter IV- Other Tax Receipts

4.3 Results of audit

During 2010-11, our test-check ot the records ot the following receipts
revealed non/short realisation, loss of revenue and other irregularities
involving I 183.90 crore in 258 cases which fall under the following

categories:
 in crore)
SI. No. Categories No. of cases Amount
A: State excise
1 Non/delayed settlement of excise shops 51 120.20
2 Non-settlement of excise shops after cancellation 7 2.84
3 Loss due to non/short lifting ot MGQ 3 0.08
4 Non-realisation of license fee 4 0.58
5 Loss of revenue due to low yield of spirit 1 0.62
6 Other cases 29 7.30
Total 95 131.62
B: Stamp duty and registration fees
1 Blocking of Government revenue due to non- 20 2.11
disposal of referred cases
2 Blocking of Government revenue due to non- 5 0.13
disposal of penalty cases
3 Other cases 13 0.78
Total 38 3.02
C: Land revenue
1 Loss due to non-settlement of sairats 6 0.29
2 Non-settlement of G.M Khas land 7 0.09
3 Short / collection of demand 22 41.30
4 Loss of interest 4 0.07
5 Other cases 86 7.51
Total 125 49.26
Grand total 258 183.90

During the year 2010-11, the <concerned Departments accepted
underassessment and other deficiencies efc. involving I 79 lakhin 14 cases,
out of which two cases involving I 6 lakh were pointed out during the year
2010-11 and the rest during the earlier years.

A few illustrative cases involving tax effect of I 4.35 crore are mentioned in
the following paragraphs.
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4.4 Non-compliance of the Government notification/decision

Our scrutiny of the records of the offices of the Assistant Commissioners of
Excise/Suprintendent of Excise and District Registrar/Sub Registrar revealed
several cases of non-compliance of the provisions of the Act/Rules and
departmental orders as mentioned in the following 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 by us each year, but
nat only do the irregularities persist; these remain undetected till an audit is
conducted. There is need for the Government to improve the internal control

system and the internal audit.

A: STATE EXCISE

4.5 Settlement of Excise shops

4.5.1 Non-settlement of excise shops

Under the Bihar Excise (Settlement of Licences for
Retail sale of Country/Spiced Country Liquor, Foreign
Liquor, Beer and Composite Liquor Shop) Rules, 2007
framed under the Bihar Excise Act, 1915, the
settlement of licences for retail excise shops is to be
made through lottery system. According to the Bihar
Excise Rules, 2007 and conditions of the sale
notification, the excise shops are required to be settled
before the commencement of the excise year. Further,
the Rules provide that failure in deposit of monthly
licence fee in time shall lead to cancellation of licence
and forfeiture of security deposit.

Department of Excise and Prohibition instructed
(January 2009) all District Collectors to settle licences
of hundred per cent excise shops. For this, the excise
shops were required to be offered for lottery in a group
of one to three shops. The groups were required to be
made in such a manner that each shop is settled in the
interest of revenue. Further, if any retail shop was not
settled through lottery, the Bihar State Beverage
Corporation Limited (BSBCL), with the approval of
the Commissioner of Excise, was authorised to
establish and run such shops.

In course of test-check
of settlement
registers/files in  18°
District excise offices,
we observed between
May 2010 and March
2011 that out of total
sanctioned 2,915 excise
shops4, licences for
720° shops remained
unsettled for the year
2009-10 leading to loss
of revenue of ¥ 97.43
crore. (Annexure-XX)

Non-settlement of
these  shops  were
indicative of the fact
that either the revenue
potential of these shops
was  not  properly
assessed or  proper
grouping was not done.
In absence of an
authorised excise shop,
supply of liquor in
these areas from other

excise shop(s) at the expense of licence fee for the unsettled shop as also
apprehended (January 2009) by the Department can not be ruled out.

Araria, Begusarai, Bhagalpur, Bhojpur, East

Champaran, Gaya. Gopalganj,

Jehanabad, Katihar, Khagaria, Madhepura. Madhubani, Nalanda, Patna, Purnea.

Rohtas, Saran and West Champaran.

(IMFL): 736 and Composite shops :1,361.

3 CS/SCS: 195, IMFL: 144 and Composite shops : 381.

Country Spirit/Spiced Country Spirit (CS/SCS): 818, India Made Foreign Liquor
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4.5.2 Delayed settlement of excise shops

We observed between June 2010 and March 2011 that in 11 excise districts®,
80 excise shops’ were settled after expiry of time ranging between six and 256
days during 2009-10 which resulted in loss of revenue of% 2.95 crore to the
Government (Annexure-XXI).

4.5.3 Non-settlement of excise shops after cancellation

We observed between December 2010 and March 2011 that in five® excise
districts, licences of 17 excise shops’ settled for the year 2009-10 were
cancelled between April and December 2009 which resulted in loss of revenue
of T 1.40 crore to the Government.

After we pointed this out, the Assistant Commissioners of
Excise/Superintendents of Excise concerned stated that efforts were made to
settle the shops. The reply is not acceptable because the excise shops were
required to be operated through BSBCL during the period when these shops
remained unsettled. However these shops were neither settled nor operated
through BSBCL.

Thus, the Government was deprived of revenue of $101.78 crore'® during the
period 2009-10. Besides, the Department could not achieve its own target of
hundred per cent settlement of excise shops.

The matter was reported to the Government/Department in June 2011; we are
yet to receive their reply (October 2011).

Begusarai, Bhagalpur, Bhojpur, Gaya, Khagaria, Muzaffarpur, Nalanda, Patna,
Purnea, Saran and West Champaran.

7 CS/SCS: 19, IMFL: 28 and Composite shops: 33.

8 Jehanabad, Nalanda, Patna, Sitamarhi and West Champaran.

’ CS/SCS: 05, IMFL: 07 and Composite shops: 05.

10 Amount calculated on the basis of monthly licence fee fixed for respective excise
shops.
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B: STAMP DUTY AND REGISTRATION FEES

4.6  Blocking of Government revenue due to non-disposal of
referred cases

ﬂder section 47(A) of Indian-StaI_n} We observed between January
Act, 1899, where the registering and February 2011 during

authority has reason to believe that the scrutiny of the register of
market value of the property has not referred cases and information
been rightly set forth in the instrument, made available by the
he may refer the same to the Collector registering authority (District
for determining its market value. Sub Registrar, Aurangabad
Further, the Commissioner cum and Sub Registrar,
Secretary and Inspector General of Daudnagar) that 227 cases
Registration Department, Government were referred to the Collector,

of Bihar instructed all Collectors on 20 Aurangabad / [RO, Gaya for
May 2006 to transfer the cases referred determination of market value
under section 47(A) to the Inspector of of property under section

Registration Offices (IRO) concerned 47(A) during the period
Qspeedy disposal within 90 days. / 2001-10. We further test
checked (July 2011) the case
records of 194 cases out of the above 227 cases and observed that 58 cases
involving ¥ 25.31 lakh referred to TRO, Gaya between August 2006 and July
2009 were still pending for disposal Besides, 54 number of cases involving
3 36.13 lakh relating to the period from 2001-02 to May 2006 which were
transferred from the Collector, Aurangabad to the IRO Gaya were also
pending for disposal. Thus non-disposal of referred cases resulted in blocking
of Government revenue of X 61.44 lakh.

After we pointed this out, the DSR/SR concerned stated that IRO would be
requested for early disposal of pending cases, while [RO, Gaya stated that
large number of cases were disposed and rest of the cases were under process.
The replies were not acceptable as the cases were to be disposed off within 90
days.

The matter was reported to the Government/ Department in August 2011; we
are yet to receive their reply (October 2011).
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5.1 Results of audit

We test-checked the records of the receipts from water rates, mines and
minerals, forest ezc., during the year 2010-11 and detected loss/non-recovery
of revenue efc. and other deficiencies of T 135.62 crore in 294 cases which fall
under the following categories:

K in crore)

Sl Categaries No. of Amount
No. cases

A: Mines and Minerals

1 Non-levy of penalty against works contractors for illegal 38 75.14
procurement of minerals
2 Non/short realisation of toyalty and cess 37 10.49
Non-levy of penalty tor illegal removal of brick earth 37 7.58
4 Non/short levy of auction money due to non/irregular settlement 21 848
of sand ghats
S Non-levy of stamp duty and registration fees 7 1.64
6 Non-levy of'interest 28 0.32
7 Loss due to non-levy of tine for continued contravention 4 0.23
8 Other cases 68 14.30
Total 240 118.18
B: Water Rates
1 Loss of revenue due to non-assessment of target of irrigation 14 323
2 Loss of revenue due 1o non-raising of demand of water rates 11 9.26
3 Loss of revenue due to nou-settlement ot chat land 4 0.42
4 Other cases 13 0.82
Total 42 13.73
C: Forest Receipts
1 Blocking of revenue due to non-disposal of collected’ unclaimed 4 0.09
timber
Non-recovery of compensatory amount 1 1.54
Other cases 7 2.08
Total 12 371
Grand total 294 135.62

During the year 2010-11, the concerned Departments accepted
underassessment and other deficiencies efc. involving ¥ 2.06 crore in 18 cases,
of which one case involving I 19,000 was pointed out during the year 2010-11
and the rest during the earlier years.

A few illustrative cases involving tax effect of T 8.12 crore are mentioned in
the succeeding paragraphs.
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5.2 Non-compliance of the provisions of the Acts/ Rules

Our scrutiny of the records of the District Mining Officers/Executive
Engineers revealed several cases of non-compliance of the provisions of the
Act/Rules and departmental orders as mentioned in the succeeding
paragraphs in this chapter. These cases are illustrative and are based on
test-check carried out in audit. 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 an audit is conducted. There is need for
the Government to improve the internal control system and the internal audit.

A: MINES AND MINERALS
53 Operation of brick kilns
5.3.1 Non/short realisation of royalty
Nine' District Mining offices

We observed from the

Under the provisions of Rule 26 (A) and 28§
of the Bihar Minor Mineral Concession
(BMMC) Rules 1992 and notification
issued (March 2001) thereunder, brick kiln
owners are required to pay the consolidated
amount of royalty in two equal installments
at the prescribed rates based on the
Category of the brick kiln areas after
obtaining permit by paying an application
fee of ¥ 2,000 per kiln. Further, the BMMC
Rules and instructions issued in October
1987 provide that if the brick kiln owner
fails to make payment of consolidated
amount of royalty in the manner so
prescribed, the competent officer shall stop
such business and initiate certificate
proceedings for realisation of outstanding
royalty/penalty under rule 37 of the BMMC
Rules. Besides, interest at the rate of 24 per
cent per annum may also be charged on the
rent, royalty, fee or other sum due to the

brick kiln register, Mining
Inspector’s  report and
other relevant records kept
in the individual files of
the brick owners during
test-check between
January and April 2011
that 420 brick kilns
(Category-IT*: 25 and
Category-II1°:395)  were
operated in brick season’
2009-10, out of which 305
brick kilns owners did not
pay due royalty of I 1.61
crore while the other 115

owners made  partial
payment of royalty of
33394 lakh against a
total amount of ¥ 62.20

lakh. The concerned MOs
did not stop their business.

Government. Thus non-initiation  of
follow up action by the
MOs for stopping illegal operation of brick kilns resulted in non/short
realisation of royalty of ¥ 1.89 crore. Besides, simple interest of ¥ 35.63 lakh

Arwal, Aurangabad, Buxar, Darbhanga, Hajipur, Jehanabad, Kaimur, Madhubani,
and Nawada.

Brick kilns situated in urban areas except Patna, Muzattarpur, Gaya and Darbhanga
having capacity of 35 lakh bricks.

Brick kilns situated in rural areas having capacity of 25 lakh bricks.

Brick season starts from the month of October every year to March of the subsequent
year.
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calculated from April 2010 till the previous month of audit on the royalty
payable is also leviable at the rate of 24 per cent per annum under the rules.

After we pointed this out, MOs concerned stated that certificate cases would
be instituted and action would be taken for realisation of royalty. We await
further developments (October 2011).

The matter was reported to the Government/ Department in June 2011; we are
yet to receive their reply (October 2011).

5.3.2 Non-levy of penalty for illegal removal of brick earth

Thirteen® District Mining Offices

We observed between

Aule 40 (8) of BMMC Rules prescribes thh September 2010  and
the penalty for any illegal mining includes March 2011 from the
recovery of the price of the mineral, rent, demand and collection
royalty or taxes as the case may be, for the register  and  permit
period during which the land was occupied register of brick kiln

by such person without any lawful authority.
Further, Rule 40(1) ibid prescribes initiation
of  criminal proceedings attracting
punishment of simple imprisonment that may
extend to six months or with fine which may

owners kept in mining
offices that 538 brick
kilns (Category-1°: 35, II:
40 and III : 463) were
operated in brick season

extend to T five thousand or both. 2009-10 without paying
the consolidated amount

of royalty and without
obtaining quarrying permit. We further observed that out of this, 46 brick kiln
owners of five’ districts had also operated their brick kilns illegally during
brick season 2008-09. Despite that the Department did not take any action to
stop the business or levy penalty as per the BMMC Rules. Thus, taking the
minimum price of mineral equivalent to royalty, there was non-levy of penalty
of T 2.91 crore.

After we pointed this out, three® MOs stated that action was being taken as per
rules while remaining MOs stated that no specific provision for imposition of
penalty lies under BMMC Rules. We do not agree as the mining was done
without obtaining quarrying permit and as such these cases were to be treated
as illegal excavation and penalty is leviable under the Rules. We await further
developments in the matter (October 2011).

The matter was reported to the Government/ Department in June 2011; we are
yet to receive their reply (October 2011).

S Arrah, Arwal, Aurangabad, Buxar, Darbhanga, Hajipur, Jehanabad, Kaimur,
Madhubani, Muzaffarpur, Nalanda, Nawada and Patna.

Brick kilns situated in urban areas of Patna, Muzaffarpur, Gaya and Darbhanga
having capacity of 45 lakh bricks.

Arrah , Bhagalpur, Muzaftarpur, Nawada and Saharsa.

Hajipur, Madhubani and Muzaffarpur.

6
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5.4  Settlement of sand ghats

5.4.1 Non-realisation of interest on delayed payment

Banka and Bhagalpur District Mining Offices

Rule 11 (A) of BMMC Rules provides that
settlement of sand as minor mineral will be
done by public auction by the Collector to the
highest bidder on annual basis. Rule 11 (D) of
BMMC Rules provides that every such
settlement shall be valid only for the calendar
year in which it is so made irrespective of the
date on which such settlee comes in its
possession and in no case shall such settlement
or possession continue in the succeeding
calendar year.

However, the Mines and Geology Department,
Government of Bihar issued a notification in
December 2009 for settlement and operation of
sand ghats for the calendar years 2010-12. As
per clause 17 of the said notification, if the
sand ghat could not be settled by 31 December
2009 for the calendar year 2010, the previous
settlees would be allowed to extract sands on
prescribed reserve deposit for the year 2010 till
31 January 2010 or new dates of settlement,
whichever was earlier. Further, as per clause 11,
the settlees were required to pay 50 per cent of
the settlement amount before operation of sand
ghats, 25 per cent up to 15" of April and
remaining 25 per cent up to 25" September for
the calendar year 2010. As per rule 43 (A) of
the BMMC Rules, Government may charge
simple interest at the rate of 24 per cent per
annum on any rent, royalty, fee or other sum
due to the Government.

2011; we are yet to receive their reply (October 2011).

We observed n
February 2011 f(rom the
settlement files of sand
ghats in two districts for
the calendar year 2010
that two settlees of sand
ghats paid 31281
crore  against  their
proportionate  auction
amount of ¥ 15.49 crore
with a delay ranging
between one day and
285 days. This resulted
in non-realisation of
interest of T 36.34 lakh
on delayed payment.

After we pointed this
out, the MO Banka
stated that action would
be taken after obtaining
directives  from  the
Department while MO
Bhagalpur stated that
the certificate  case
would be instituted
against the defaulter.
We await turther
development in this
matter (October 2011).

The matter was reported
to the Govemment/
Department in  June

5.4.2 Loss of revenue due to delay in settlement of sand ghats

We observed in February 2011 from the settlement files of sand ghats in two’
districts for the calendar year 2010 that in violation of the notification
{(December 2009), two sand ghats were settled in February 2010 i.e. with a delay
of 15 days resulting in loss of Government revenue of T 65.62 lakh as detailed

below:

Banka and Bhagalpur.
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S.L Name of Date of Bid Sand Ghat operated by previous Proportionate  Difference
No. Unit settlement amount of settlee amount of to be

Calendar delay period realised

year 2010 leviable on bid

amount for
p/1) (1]

Reserve Proportion

price for  ate reserve
the year price for
2010 year 2010

Banka 16.2. 2010 1010.50 59.90 2.46 41.53 39.07
2 Bhagalpur | 17.2.2010 755.00 15 108.90 4.48 31.03 26.55

After we pointed this out, MO concerned stated that settlement had been done
as per notification. The reply is not acceptable because sand ghats were
required to be settled by 31 January 2010. We await further development in
this matter (October 2011).

The matter was reported to the Government/ Department in June 2011; we are

yet to receive their reply (October 2011).

5.5  Short realisation of royalty and interest from settlee of stone
quarry

Banka and Bhagalpur District Mining Offices

During test-check we
ﬁder rule 9 (A) of the BMMC Ru& observed in  February
1972 the Government may by notification 201t from the

settlement files of lessee

in Ofticial Gazette, direct that any mineral
be leased out or settled by Public of stone quarry and
auction/tender in the manner prescribed monthly returns
under Rule 52, ibid and the period of | submitied by them in
quarrying lease shall not be less than five two d'St”CtS' that  six
years. Sub Rule 4 and 5 provides that the stone  quarries  'were
bid amount shall be deposited on yearly auctioned at X 2.02 crore
basis in equal installments and each between July 2007 and
installment shall be deposited before 31% November  2008. The
January. If any installment is not deposited §ettlees had to pay
before the prescribed period, 24 per cent mst.allme_nt on yearly
simple interest per annum shall be charged basis which accumulated
up to two months and after that action for to T1.57 crore upto
cancellation shall be taken. Rule 33 (3) of January 2011 against
the BMMC Rules also provides that every which they paid a sum
lessee/permit holder shall submit every of ¥ 87.13 lakh only till
month to the competent officer a true and the ) date. ‘?f audit.
correct return for minerals in Form ‘H’ by Besides this, interest of

the 15 of the following month to which it I 2.78 lakh on short
relates. payment/ belated

payment of installment
of royalty was also
chargeable. Despite the short payment of yearly installment of royalty action
for cancellation of lease had not been initiated by the concerned MOs against
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five settlees and in one case of Bhagalpur, though the lease was cancelled in
May 2010, action for realising the dues was not taken. This omission not only
violated the rules but also resulted in non-realisation of revenue of ¥ 72.56
lakh including interest.

After we pointed this out, the MO Banka stated that demand notice would be
issued while MO Bhagalpur stated that action for realisation would be taken as
per rules. We await further development in this matter (October 2011).

The matter was reported to the Governiment/ Department in June 2011; we are
yet to receive their reply (October 2011).

B: WATER RATES
5.6  Non-realisation of revenue due to non-raising of demand

Two ' irrigation divisions

From  the  information

Under rule 3.4.1 to 3.4.10 (B) of the Bihar furnished by the divisions,
Flood Management and Drainage Rules, we observed between July
2003 framed under the Bihar Irrigation and  August 2010 that
Act, 1997, preparation of the Statement of though sudkar for the area
land irrigated (Sudkar), cultivator-wise irrigated (1,27,839.97 acre
measurement (Khesra) and Demand of kharif and 1,10,991.12
Statement (Khatiani) are required to be acre of rabi crops) for the
completed yearly, by 30 November for period 2008-10 was
Kharif, 30 April for Rabi and 15 June for prepared but cultivator wise
hot weather crops by the Irrigation measurement ( khesra), to
Department for recovery of water rates facilitate  the  respective

from the beneficiaries to whom water is
supplied for irrigation purpose.
Thereafter, this khatiani is required to be
executed by the division itself for

divisional officers to verify
the correctness of the area
irrigated and endorse the
same to the  Junior
Engineers for preparation of

recovery in the light of restructuring of
QDepaﬂment in June 2005. / khatiani  (abstract  of
demand), was not prepared
by the Amin'’. In the
absence of khesra and khatiani the demands for collection of water rates could

not be raised against the beneficiaries. This resulted in non-realisation of water
rates of 3 1.96 crore.

After we pointed this out, Executive Engineers concerned stated between July
and August 2010 that shortage of staft was the reason for non-preparation of
khatiani.

The matter was reported to the Government/Department in June 2011; we are
yet to receive their reply (October 2011).

10

Ganga Pump Canal Division Chausa, Buxar; Kamala Canal Division Jainagar.
11

Amin means a qualified person who measures the area of the land.
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Dol

C: ROAD CONSTRUCTION DEPARTMENT

Four'? Road Construction Divisions

ﬂ per Resolution dated 28.03.20h

circulated vide letter no. 4881(5)
WC dated 04.04.2008, the Road
Construction Department ,

Government of Bihar decided to
realise land use charge at the rate of
5,000 per km per year from
agencies laying optical fibre cables,
electricity lines, water supply, sewer

lines etc. in the roads under the
jurisdiction of the Road
Construction  Department.  The

amount was to be deposited by 30
March in advance for the next
financial year. It was also applicable
to those licencees who were
permitted to lay optical fibre cables
previously.

Non-realisation of land use charges

We observed during scrutiny of
records of the divisions between
February 2010 and March 2011
that six'®  companies were
involved in using the roads under
the Road Construction
Department for the laying of
optical fibre cable and electricity
lines. However, a sum of I 62.89
lakh as land use charge was not
realised from the user companies
for the years between 2008-09
and 2010-11.

After we pointed this out, three'*
Executive  Engineers  replied
(between February 2010 and
March 2011) that notices would
be issued to the concerned
companies for realisation of the
outstanding land wuse charge
while the Executive Engineer,

Dehri-on-Sone stated in February 2011 that demand notice had already been
issued. We await report on recovery in the cases where the demand notices
were isstied and further developments in remaining cases (October 2011).

13

14

Begusarai, Biharsharif, Dehri —on- Sone and Madhubani.
Aditya Birla Telecom Ltd., Bharti Airtel Ltd.. BSNL, Power Grid Corporation of
India Ltd.. TataTele Services Ltd. (brand name-Tata Indicom) and Vodafone Ltd.

Begusarai, Biharsharit'and Madhubani.
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The matter was reported to the Government/ Department in August 2011; we
are yet to receive their reply (October 2011).

RhAd

Patna (R.B.SINHA)
The Principal Accountant General (Audit),
Bihar
Countersigned

V:/’_an

New Delhi (VINOD RAI)
The Comptroller and Auditor General of India
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Annexure Non-production of records to
| Audit for scrutiny

(Reference: Paragraph 1.2.3)

Revenue head Name of offices Year in Number of
which it assessment
was to be  cases/records

audited not audited

1 State excise Superintendent of Excise, Muzaffarpur 2009-10 1
Superintendent ot Excise, Chapra 2009-10 3

Superintendent of Excise, Purnea 2009-10 3

Superintendent of Excise, Samastipur 2009-10 3

Assistant Commissioner of Excise, Patna 2009-10 3

2 Stamp duty and | Sub-Registrar, Tekari. Gaya 2009-10 1
registration fees | Sub-Registrar, Kamtaul (Darbhanga) 2009-10 2
District Sub-Registrar, Aurangabad 2009-10 1

3 Non-ferrous Mines Development Officer, Sheikhpura 2009-10 4

mining  and | Mining Inspector, Motihari 2009-10 2

iyl Mining Inspector, Sitamarhi 2009-10 5

industries - = -

Mines Development Officer, Bettiah 2009-10 5
Assistant Director of Mines, Sasaram(Rohtas) 2009-10 6
Mines Development Officer, Munger 2009-10 2
Deputy Director of Mines, Darbhanga 2009-10 1
Mining Inspector, Sheohar at Sitamarhi 2009-10 6
4 Transport Regional Transport Authority, Bhagalpur 2009-10 3
District Transport Ofticer, Samastipur 2009-10 2
District Transport Ofticer, Madhepura 2009-10 3
State Transport Commissioner, Bihar, Patna 2009-10 5
District Transport Officer, Kishanganj 2009-10 6
District Transport Officer, Gaya 2009-10 3
District Transport Officer, Darbhanga 2009-10 3
5 Medium Dhaka Canal, Dhaka (East Champaran) 2008-09 to 2
irrigation 2009-10
Tirhut Canal Division , Motihari 2008-09 to 3
2009-10
Irrigation Division, Bathnaha 2008-09 to 3
2009-10
Triveni Canal Division, Raxaul(East Champaran) 2007-08 to 6
2009-10
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Land Revenue

Total

Circle Officer. Saraiya, Muzaffarpur 2009-10 2
Circle Officer, Majorganj, Sitamarhi 2009-10 3
Deputy Ceollector Land Reform, Sheikhapura 2009-10 2
Circle Officer, Areraj (East Champaran) 2009-10 4
Circle Officer, Raxaul (East Champaran) 2009-10 2
Circle Officer, Aadapur, Motihari 2009-10 3
Circle Officer.Chauraut, Sitamarhi 2009-10 4
Circle Officer, Hathua, Gopalganj 2009-10 4
Circle Officer, Jhanjharpur, Madhubani 2009-10 6
Circle Otticer, Harnaut, Biharsharit 2009-10 3
Circle Officer, Paru. Muzaffarpur 2009-10 3
Circle Officer, Ghoghardiha, Madhubani 2009-10 5
Deputy Collector Land Reform. Jhanjharpur, | 2009-10 3
Madhubani
Circle Otticer, Rajnagar, Madhubani 2009-10 4
Circle Otficer, Giriyak. Biharsharif 2009-10 2
Circle Officer, Kumarkhand, Madhepura 2009-10 1
Deputy Cellector Land Refarm, Madhubani 2009-10 3
Circle Ofticer, Madhepura 2009-10 2
Circle Officer, Punpun 2009-10 4
Circle Officer, Sahebganj, Muzatfarpur 2009-10 4
Circle Officer. Danapur 2009-10 6
Circle Ofticer, Biroul, Darbhanga 2009-10 4
Circle Officer, Murliganj, Madhepura 2009-10 1
Circle Officer, Gaura Bauram, Darbhanga 2000-01 to 7
12/2010
Circle Officer, Narkatiaganj, Bettiah 2003-04 to 2
2009-10
Circle Officer, Katiya, Gopalganj 2003-04 to 4
2010-11
Circle Officer, Lauriya (West Champaran) 2003-04 to 3
2009-10
Circle Otticer, Darbhanga Sadar, Darbhanga 2005-06 to 6
2010-11
Deputy Collector Land Reform.Barh. Patna 2006-07 to 3
2009-10
No. of offices — 56 187
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Annexure
I Audit Planning

(Reference: Paragraph 1.4)

Head of revenue Total No. of  No. of units  No. of units
units due for  planned for audited
audit audit
1 Commercial taxes 55 48 48
2 | Motor vehicle taxes 48 48 48
3 State Excise 49 39 38
4 Stamp duty and 139 30 30
registration fees
5 Land revenue 612 46 46
6 Mines and minerals 48 48 48
7 | Irrigation 34 14 14
8 | Forestry and wildlife 37 23 8
Total 1,022 296 280
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Annexure Discrepancy in accounting of

1 declaration forms
(Reference: Paragraph 2.2.10)

Name of circle No. of forms shown No. of forms shown Difference
issued by the received from the

Commissionerate Commissionerate

4C7 GF’ 4C7 61:7 (.C GFS

Bhagalpur 2009-10 -—- -—- -—-
Darbhanga 2009-10 2,000 --—- 2,625 - | 625 -—-
Gopalganj 2009-10 2,000 --- 2,025 -—- 25 -—-
Muzaffarpur 2006-07 — | 2,000 - 2,500 -—- 500
Patna City West | 2009-10 6,000 --- 4,000 --- | 2,000 -—-
Patna North 2007-08 12,000 --—- 8,000 --- | 4,000 -
2009-10 6,000 --- 8,000 -—- | 2,000 -—-
Patna South 2006-07 10,000 | 8,000 | 12,000 8,250 | 2,000 250
2008-09 6,000 | 4,000 4,000 2,500 | 2,000 | 1,500
2009-10 6,000 | 4,000 | 14,000 2,000 | 8,000 | 2,000
Patna West 2008-09 10,000 --- 6,000 -—- | 4,000 -—-
2009-10 8,000 --—- 4,000 --- | 4,000 -—-
Shahabad (Ara) 2006-07 2,000 --—- 1,125 - | 875 -
Sitamarhi 2006-07 - - 250 — | 250 -

(Source: Information provided by the Department)
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Annexure

XVIII Input control
(Reference: Paragraph 3.2.14.1)
Name of Total number of duplicate engine same engine & chassis
office vehicle number number
Bhagalpur 19823 16 247
Gaya 6017 10 189
Hajipur 25055 22 500
Katihar 9132 2 90
Muzaffarpur 60480 1180 591
Patna 242037 773 1588
Purnea 15152 12 117
Total 377696 2015 3322

Audit Report (Revenue Receipts ) 137
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Annexure

Non-realisation of motor vehicle taxes

(Reference: Paragraph 3.4)

Name of the DTOs No. of Period for Amount of tax (in J)
Vehi.cles for  which tax was Tax Penalty Total
which tax not paid :
calculated
1 Arrah 36 9/02 to 3/10 1215724 | 2431448 3647172
2 Arwal 08 7/07 to 3/10 52009 104018 156027
3 Aurangabad 36 5/06 to 3/10 699967 1399934 2099901
4 Banka 16 01/08 to 3/10 225300 | 450600 675900
5 Begusarai 42 7/02 to 11/10 1544443 | 3088886 4633329
6 Betiah 42 4/01 to 6/10 1182804 | 2365608 3548412
7 Bhagalpur 69 4/06 to 3/10 2829480 | 5658960 8488440
8 Buxar 21 7/01 to 6/10 588166 1176332 1764498
9 Chapra 97 5/ 06 to 12/10 2380089 | 4760178 7140267
10 Gaya 40 7/02 to 3/10 7504475 | 15008950 22513425
11 Jamui 12 5/06 to 3/10 136467 | 272934 409401
12 Jehanabad 28 7/02 to 3/10 3567821 | 7135642 10703463
13 Kaimur (Bhabua) 21 07/02 to 3/10 1856805 | 3713610 5570415
14 Katihar 23 4/07 to 3/10 420751 841502 1262253
15 Khagaria 16 7/06 to 3/10 403107 806214 1209321
16 Lakhisarai 27 11/06 to 3/10 1069316 | 2138632 3207948
17 Madhepura 06 1/02 to 3/10 185841 371682 557523
18 Madhubani 22 1/02 to 3/10 680773 1361546 2042319
19 Motihari 33 09/08 to 11/10 701443 1402886 2104329
20 Munger 30 10/06 to 3/10 620767 1241534 1862301
21 Muzaftarpur 26 9/02 to 4/10 2330005 | 4660010 6990015
22 Nalanda 32 07/02 to 3/10 4333403 | 8666806 13000209
23 Nawada 25 08/02 to 3/10 762313 1524626 2286939
24 Patna 132 7/02 to 3/10 10977485 | 21954970 32932455
25 Purnia 25 12/03 to 11/10 1524441 | 3048882 4573323
26 Samastipur 15 8/02 to 3/10 974953 1949906 2924859
27 Sasaram 43 5/06 to 3/10 857874 1715748 2573622
28 Sheikhpura 34 5/06 to 3/10 898139 1796278 2694417
29 Sheohar 06 6/02 to 3/10 709989 1419978 2129967
30 Siwan 22 09/02 to 3/10 1299199 | 2598398 3897597
31 Supaul 25 3/07 to 3/10 322500 645000 967500
32 Vaishali 15 2/05 to 3/10 537024 1074048 1611072
Total 1025 53392873 106785746 160178619

1 Audit Report (Revenue Receipts)
38 for the year ended 31 March 2011
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Annexure

Non-settlement of excise shops

(Reference: Paragraph 4.5.1)

Table - I
Country Spirit/Spiced Country Spirit

(Amount in )

Name of No. of No. of No. of shops  Monthly Loss of revenue
excise sanctioned  shops remained licence fee (Col. 5x6) x no. of
districts excise settled unsettled months
shops

1 2 3 4 5 6 7
1 | Begusarai 36 27 8 1,75,000 1,68,00,000
1 35,000 4,20,000
Total 36 27 09 1,72,20,000
2 | Bhagalpur 51 25 11 1,22,010 1,61,05,320
04 1,13,120 54,29,760
03 1,07,030 38,53,080
03 94,780 34.,12,080
05 50,400 30,24,000
Total 51 25 26 3,18,24,240
3 | Bhajpur 59 52 02 2.,35.200 56,44,800
02 2,19,520 52,68,480
01 1,96,000 23,52,000
02 94,080 22,57,920
Total 59 52 07 1,55,23,200
4 | East 56 46 02 1,56,800 37,63,200
Champaran 05 1,25,440 75,26,400
01 1,09,760 13,17,120
02 62,720 15.05.280
Total 56 46 10 1,41,12,000
5 | Gaya 64 43 02 2,16,930 52,06,320
10 1,56,870 1,88,24,400
05 1,17,250 70,35,000
04 63,070 30,27,360
Total 64 43 21 3,40,93,080
6 | Gopalganj 17 12 01 2,73,000 32,76,000
04 2,45,000 1,17,60,000
Total 17 12 05 1,50,36,000
7 | Jehanabad 17 10 06 1,80,320 1,29,83,040
01 1,62,260 19,47,120
Total 17 10 07 1,49,30,160
8 | Katihar 42 29 08 1,26,000 1,20,96,000
05 93,450 56,07,000
Total 42 29 13 1,77,03,000
9 | Khagaria 28 19 06 1,19,000 85.68.000
02 90,160 21,63,840
01 64,400 7,72,800
Total 28 19 09 1,15,04,640

Audit Report (Revenue Receipts ) 139
for the year ended 31 March 2011



Annexure-XX

10 | Madhubani 32 25 06 85.330 61,43,760

01 77,630 9,31,560

Total 32 25 07 70,75,320

11 | Patna 203 161 08 2,99.600 2,87.61,600

08 2,90,360 2,78,74,560

06 2,87,070 2,06,69,040

12 2,82,240 4,06,42,560

02 1.58.830 38,11,920

05 1,68,355 1,01,01,300

01 1,96,425 23,57,100

Total 203 161 42 13,42,18,080

12 | Purnea 39 32 06 78,400 56,44,800

01 1,72,480 20,69,760

Total 39 32 07 77,14,560

13 | Rohtas 88 82 02 2,74,400 65,85,600

01 2,56,970 30,83,640

02 1,96,000 47,04,000

01 1,17,180 14,06,160

Total 88 82 06 1,57,79,400

14 | Saran 34 20 10 1,37,200 1,64,64,000

04 1.19.000 57,12,000

Total 34 20 14 2,21,76,000

15 | West 52 40 12 2,03,000 2,92,32,000
Champaran

Total 52 40 12 2,92,32,000

Grand Total 818 (YX] 195 38,81,41,680

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




Annexure-XX

Table - 11
India Made Foreign Liquor (Amount in3)
Name of No. of No. of No. of Monthly Loss of
excise sanctioned shops shops licence fee revenue
districts excise shops settled remained (Col. 5x6) x
unsettled no. of months
1 2 3 4 5 6 7

L Araria 29 25 04 98,500 47.28,000
Total 29 25 04 47,28,000
2 Begusarai 31 22 08 2,37,000 2,27,52,000
01 37,500 4,50,000
Total 31 22 09 2,32,02,000
3 Bhagalpur 50 27 10 2,17,410 2,60,89,200
04 1,88,492 90,47,616
03 1,38,960 50,02,560
02 1,24,830 29,95,920
04 70,010 33,60,480
Total 50 27 23 4,64,95,776
4 Bhojpur 46 36 07 1,72,950 1,45,27,800
01 51,120 6,13,440
01 50,150 6,01,800
01 49,000 5.88,000
Total 46 36 10 1,63,31,040
5 East 54 52 01 94,290 11,31,480
Champaran 01 63.510 7.62,120
Total 54 52 02 18.93,600
6 Gaya 52 32 02 2,55,800 61,39,200
06 1,98,130 1,42,65,360
05 1,00,310 60.18,600
07 93,920 78.89,280
Total 52 32 20 3,43,12,440
7 Gopalganj 14 10 01 1,48,000 17,76,000
03 1,27,920 46,05,120
Total 14 10 04 63,81,120
S Jehanabad 16 14 02 69.450 16,66,500
Total 16 14 02 16,66,800
9 Katihar 36 34 02 69,758 16,74,192
Total 36 34 02 16,74,192
10 | Khagaria 22 21 01 67,950 8,15.400
Total 22 21 01 8.15.400
11 | Madhubani 24 21 02 67,050 16,09,200
01 56,870 6,82.,440
Total 24 21 03 22.91,640
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12 | Patna 151 127 06 3.91,183 2.81,65,176
12 1,83,650 2.64,45,600

03 1.07.504 38.80,944

03 77,077 27,74,772

Total 151 127 24 6,12,66,492

13 Purnea 36 35 01 82,680 9.92.,160
Total 36 35 01 9.92,160

14 | Rohtas 65 57 01 1,24,600 14,95,200
01 89,000 10,68,000

02 58,920 14,14,080

04 50,280 24,13,440

Total 65 57 08 63,90,720

15 Saran 34 20 10 1,19,750 1.43,70,000
04 89,250 42.84,000

Total 34 20 14 1,86,54.000

16 | West 48 32 12 1,17,250 1,68,84.000
Champaran 02 89,500 21,438,000

02 61,250 14,70,000

Total 48 32 16 2,05,02,000

17 Madhepura 28 27 01 68.535 8,22,420
Total 28 27 01 8,22,420

Grand Total 736 592 144 24,84,19.800
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Table - IIT
Composite shops
(Amount in%)
Name of No. of No. of No. of Monthly Loss of revenue
excise sanctioned shops shops licence fee (Col. 5x6) x no.
districts excise shops settled remained of months
_ unsettled |

1 2 3 4 5 6 7
1 Araria 58 36 01 64,500 7.,74,000
01 79,340 9,52,080
12 76,870 1,10,69,280
04 79,120 37.97.,760
02 60,500 14.52.,000
02 79,870 19,16,880
2 Begusarai 86 82 04 77,250 37,08,000
3 Bhagalpur 70 45 25 80,330 2,40,99.000
4 Bhojpur 77 73 04 72,000 34,56,000
5 East 117 76 08 84,210 80.84,160
Champaran 32 76,370 2,93.26.080
01 68,530 8,22,360
6 Gaya 78 29 49 74,320 4,37,00,160
7 Jehanabad 26 22 04 86,830 41,67,840
8 Katihar 79 51 28 72,530 2,43,70,080
9 Khagaria 43 38 05 70,584 42,35,040
10 | Madhepura 57 32 25 68,042 2,04,12,600
11 Madhubani 133 104 29 79,600 2,77,00,800
12 | Nalanda 83 77 06 76,380 54,99,360
13 | Patna 110 74 36 69,555 3,00,47,760
14 | Purnea 65 41 24 76,810 2,21,21,280
15 Rohtas 70 57 13 69,470 1,08,37,320
16 | Saran 109 54 55 69,330 4,57,57,800
17 | West 100 89 11 71,110 93,86,520

Champaran

Total 1361 980 381 33,76,94,160

ABSTRACT

(Amount in)

Type of liquor No. of No. of shops Loss of
sanctioned remained reve nue
excise shops unsettled
Table 1 Country liquot/Spiced country 818 195 38,81,41,680
liquor shops
Table 1T India Made Foreign Liquor 736 144 24.84,19,800
Shops
Table 11 Composite shops 1.361 381 33,76.94.160
Grand Total 2,915 720 97,42,55,640
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XXI

Delayed settlement of excise shops

(Reference: Paragraph 4.5.2)

IMFL
CS

(Amount in I)
Name of No. of Monthly Date of Settlement Delayed period Loss of
excise shops licence fee (in days) licence fee
districts
1 | Begusarai IMFL 02 4,74,000 | Between 02.06.2009 and 60 to 150 16,59,000
07.09.2009
CS 02 3.50,000 Between 02.06.2009 and 60 to 150 12.25,000
03.09.2009
2 | Bhagalpur IMFL 04 4,96,390 | Between 24.04.2009 and 23 to 220 13,67,235
11.11.2009
CS 02 1,57,430 Between 24.04.2009 and 23 to 220 4,51,656
11.11.2009
Compaosite 02 1,60,660 | Between 19.06.2009 and 78 ta 220 7,97,945
11.11.2009
3 | Bhojpur IMFL 01 51,120 07.04.2009 6 10,224
CS 03 2.82.240 | Between 07.04.2009 and 6ta 07 62,720
08.04.2009
Composite 01 72,000 30.04.2009 29 69,600
4 | Gaya IMFL 05 9,70,550 21.04.2009 20 6,47,033
CS 01 1,17,250 21.04.2009 20 78,167
Composite 02 1,48,640 | Between 21.04.2009 and 20 to 164 4,44,896
15.09.2009
5 | Khagaria IMFL 01 67,950 23.07.2009 113 2,52,073
Composite 03 2,11,752 Between [5.04.2009 and 14to 113 3,27,722
23.07.2009
6 | Muzattarpur Composite 04 3,52.800 17.12.2009 256 30,04,492
7 Nalanda CS 03 3,59,310 Between 15.04.2009 and 14 to 20 2,15,587
21.04..2009
Composite 02 1,52,760 Between 15.04.2009 and 14 to 171 4,71,010
22.09.2009
8 Patna IMFL 09 24,82 932 Between 13.04.2009 and 12 to 167 86,02,935
18.09.2009
CS 04 9,63,980 | Between 13.04.2009 and 12 to 222 20.91,665
13.11.2009
Comosite 08 5,56,444 Between 13.04.2009 and 12 to 222 16,16,145
13.11.2009
9 | Purnea Composite 01 76,810 07.12.2009 240 6,14,480
10 | Saran IMFL 04 3,67.530 Between 06.05.2009 and 37 to 188 11,34,080
09.10.2009
CS 04 4,34,700 Between 08.03.2009 and 37 to 188 13,85,946
09.10.2009
Composite 02 1,38,660 Between 17.04.2009 and 16 to 142 3,59,025
21.08.2009
11 | West IMFL 02 2,34,500 01.12.2009 240 18,76,000
Champaran Composite 08 5,68.880 Between 05.03.2009 and 341055 7,38,627
26.05.2009

2,95,03,263

Composite
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