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PREFACE

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 

registration fees and other tax and non-tax receipts.

The cases mentioned in this Report are among those which came to notice in the 
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OVERVIEW

This Report contains 43 paragraphs including two reviews relating to non/short 

` 352.04 crore. Some of the major 

I General

The total revenue receipts of the Government of Gujarat in 2009-10 were 

` 41,672.36 crore as against ` 38,675.71 crore during 2008-09. The revenue 

` 26,740.23 crore and 

from non-tax receipts was `

taxes and grants-in-aid from the Government of India were ̀  5,890.92 crore and 

`

was 77 per cent of the total revenue receipts. The main source of tax revenue 

during 2009-10 was sales tax/VAT (` 18,199.79 crore) and taxes and duties on 

` 2,643.65 crore). The main receipt under non-tax revenue was from 

non-ferrous mining and metallurgical industries (` 2,138.98 crore).

(Paragraph 1.1)

In

crediting of the Government revenue into the Government account in a large 

`

(Paragraph 1.1.4.1)

account in excess of requirements during 2004-05 to 2007-08 in respect of four 

schemes. The retention of Government fund without requirement ranged from 

` 161.57 crore to ` 202.47 crore.

(Paragraph 1.1.4.2)

II Sales Tax/VAT

` 11.36 

crore in the case of 46 dealers.

(Paragraph 2.14)

Concession of `

1956.

(Paragraph 2.15)



(viii)

This resulted in excess grant of set off of tax of ` 1.76 crore including interest 

(Paragraph 2.17.1)

of ` 3.37 crore along with interest of ` 1.61 crore from three dealers under the 

in non-realisation of the Government revenue amounting to 4.98 crore. 

(Paragraph 2.28.1)

III Land Revenue

A review on “Receipts from conversion of land”

In 121 cases, the restrictions of new and restricted tenure were removed 

Mamlatdar

the Government. The Collectors also did not review the orders within the 

this account in these cases worked out to ` 136 crore.

(Paragraph 3.5.8)

and new jantri

Committee and the jantri

new jantri was made effective. The concerned Collector(s) did not inform 

jantri and adopted lower 

jantri. This loss of revenue in the form of premium 

price was estimated at ` 14.85 crore due to adoption of lower jantri rates.

(Paragraph 3.5.9)

was of “new and restricted tenure”. The concerned Collector/DDO did not 

ascertain the correctness of the tenure resulting in revenue loss of premium 

price of ` 6.64 crore. 

(Paragraph 3.5.10)
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per cent

 (Paragraph 3.5.14)

in orders of allotment of Government land. In 16 cases, though the occupants 

failed to detect the same and initiate action to regularise the cases for 

` 16.81 crore. 

(Paragraph 3.5.15)

There was lack of effective mechanism at district level to watch compliance 

the Government from time to time in respect of the conversion of the 

Government revenue of ` 16.66 crore. 

(Paragraph 3.5.16 and 3.5.17)

re-grant the land to purchaser under new and restricted tenure and recover 

premium at 100 per cent

premium price of ` 5.44 crore. 

(Paragraph 3.5.19 and 3.5.20)

IV  Taxes on Vehicles

` 199.75 

of ` `

` 260.62 crore.

(Paragraph 4.11)

resulting in non-realisation of tax of ` 8.28 crore.

(Paragraph 4.12)
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V Stamp Duty and Registration Fees

` 5.30 crore.

(Paragraph 5.11)

In 75 cases seen in audit, the recitals indicated the execution of another document, 

registration fees of ` 1.25 crore.

(Paragraph 5.13)

VII  Non-tax receipts

Review on “Interest receipts”

` 840.65 crore of loans 

` 84.03 crore were overdue 

from municipalities, panchayati raj

` 586.80 crore and interest 

of `

(Paragraph 7.2.7)

` 483.68 crore 

` 111.19 crore which 

due to weak internal controls. 

(Paragraph 7.2.9)

the interest of ̀  28.03 crore earned on Government funds to the Government 

account. Further, in violation of the Financial Rules and Government 

` 2.98 

` 3.70 crore.

 (Paragraph 7.2.10)
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found weak. In seven administrative Departments, we found that no internal 

` 512.45 crore from 

nine loanees.

(Paragraph 7.2.11)

The terms and conditions of loans aggregating to ` 315.90 crore granted 

i.e.

(Paragraph 7.2.13)

Three Co-operatives did not open escrow account in violation of the terms 

achieving its projected goals. This resulted in non-realisation of interest of 

`

(Paragraph 7.2.15.1)

` 1.66 crore.

 (Paragraph 7.5.1)

etc., in respect of lease of major and minor minerals granted to them. The 

` 13.16 crore.

 (Paragraph 7.5.2)
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CHAPTER I

GENERAL

1.1  Trend of revenue receipts

1.1.1

assigned to the State and grants-in-aid received from the Government of India 

(` in crore)

Sl.

no.

Particular 2005-06 2006-07 2007-08 2008-09 2009-10

1. Revenue raised by the State Government

Tax revenue 15,698.11 18,464.63 21,885.57 23,557.03 26,740.23

Non-tax
revenue

3,353.37 4,948.78 4,609.31 5,099.32 5,451.71

Total 19,051.48 23,413.41 26,494.88 28,656.35 32,191.94

2. Receipts from the Government of India

Share of net 
proceeds

and duties

3,372.43 4,425.95 5,426.09 5,725.86 5,890.92

Grants-in-aid 2,642.96 3,162.86 3,768.88 4,293.50 3,589.50

Total 6,015.39 7,588.81 9,194.97 10,019.36 9,480.42

3. Total revenue 

receipts of 

the State 

Government

(1 and 2)

25,066.87 31,002.22 35,689.85 38,675.71 41,672.361

4. Percentage of 

1 to 3

76 76 74 74 77

the State Government (` 32,192 crore) was 77 per cent of the total revenue 

receipts against 74 per cent per cent of the 

receipts during 2009-10 was from the Government of India.

1.

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 - 
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1.1.2

(` in crore)

Sl.

no.

Heads of 

revenue

2005-06 2006-07 2007-08 2008-09 2009-10 Percentage 

of increase 

(+) or 

decrease 

(-) in 2009-

10 over 

2008-09

1. Sales tax/VAT 8,646.13 10,886.21 13,199.04 15,143.86 15,651.20 (+) 3.35

Central sales tax 1,915.21 1,931.25 1,905.50 1,666.79 2,548.59 (+) 52.90

2. Taxes and duties 1,899.68 2,087.77 2,046.52 2,369.91 2,643.65 (+) 11.55

3.
registration fees

1,153.16 1,425.03 2,018.43 1,728.50 2,556.72 (+) 47.92

4. Land revenue 380.23 498.71 683.09 543.50 1,161.20 (+) 113.65

5. Taxes on 
vehicles

1,153.97 1,191.15 1,310.09 1,381.66 1,542.64 (+) 11.65

6. Taxes on goods 
and passengers

156.30 5.96 151.62 169.35 6.91 (-) 95.92

7. State excise 48.06 41.94 47.20 48.71 65.94 (+) 35.37

8. Other taxes on 
income and 
expenditure

119.32 131.07 149.67 185.84 196.87 (+) 5.94

9. Other taxes 226.05 265.54 374.41 318.91 366.51 (+) 14.93

Total 15,698.11 18,464.63 21,885.57 23,557.03 26,740.23 (+) 13.51

ad valorem

collection.
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1.1.3

(` in crore)

Sl.

no.

Heads of 

revenue

2005-06 2006-07 2007-08 2008-09 2009-10 Percentage of 

increase (+) or 

decrease 

(-) in 2009-10 

over 2008-09

1. Non-ferrous
mining and 
metallurgical 
industries

1,880.18 2,173.76 2,082.14 1,559.82 2,138.98 (+) 37.13

2. Interest
receipts

130.91 283.07 329.88 567.81 419.44 (-) 26.13

3.
medium
irrigation

248.62 330.61 452.82 455.77 504.61 (+) 10.72

4.
general
services

217.57 968.96 588.53 643.29 847.14 (+) 31.69

5. Other
administrative
services

35.11 36.57 47.93 189.44 110.80 (-) 41.51

6. Police 71.28 90.66 86.24 77.44 101.45 (+) 31.00

7. 53.83 66.68 66.25 126.50 62.40 (-)50.67

8. 26.99 30.64 27.19 31.69 51.06 (+) 61.12

9.
wild life

42.76 36.91 35.08 40.51 39.76 (-) 1.85

10. Other non-tax 
receipts

646.12 930.92 893.25 1,407.05 1,176.07 (-) 16.42

Total 3,353.37 4,948.78 4,609.31 5,099.32 5,451.71 (+) 6.91

1.1.4

1.1.4.1 Lack of monitoring over delay in credit of Government 

revenue by the banks

authorised State Government to charge

issued 
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` 4.91 

District

treasury

Period for 

which cases 

were checked 

in audit

Defaulting

banks

Delay ranged 

between

Number 

of cases

Interest 

not

charged/

short

charged

(` in crore)

01.01.2006 to 

31.03.2009 Corporation

496 4.66

Vadodara 01.04.2008 to 

31.03.2009

-do- 495 0.11

Surat 01.02.2008 to 

31.03.2009

-do- 354 0.06

Gandhinagar 01.04.2007 to 

31.03.2009

-do- 242 0.08

Total 1,587 4.91

where either challans

in other cases.

The Government may consider taking up this matter with the defaulting 

banks for avoiding further delay and ensure that in all such cases of delay, 

interest is invariably recovered/charged to the defaulting banks.
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1.1.4.2  Funds released in excess of requirements 

of requirements during 2004-05 to 2007-08 in respect of four schemes viz.,

National Slum Development Programme (NSDP), Vajpayee Nagar Vikas Yojana

ranged from ` 161.57 crore to `

Funds retained by GMFB in excess of requirements

(` in crore)

Year Funds retained in excess of requirements in respect of Total fund 

retained in 

excess of 

requirement 

NSDP VNVY MFDF ET UDF

2004-05 53.45 20.77 24.68 103.57 --- 202.47

2005-06 58.16 60.04 10.10 33.27 --- 161.57

2006-07 74.83 53.89 17.59 31.09 9.60 187.00

2007-08 74.93 71.95 Nil 34.23 2.89 184.00

` 53.45 crore to ` 74.93 crore during 

` 20.77 crore to ` 71.39 crore for 

2004-05 and 2007-08 and ET fund of ` 103.57 crore for 2004-05 were kept 

Government for use elsewhere.

Department without immediate requirements and retention of accumulated fund 

We recommend that the State Government may consider issuing instructions 

to all the Departments to release the funds to the Boards/ Corporations etc.,

under their control only after proper assessment of their requirements.
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1.1.4.3 Lack of monitoring over remittance of Government money by 

Government Board/Authority

municipal corporations/project implementing authorities (PIAs-municipalities, 

etc.) as loan (70 per cent) and grant (30 per cent) for implementation of 

deprived the State to earn interest thereon. Notional loss of interest to Government 

worked out to ` per cent 

1.2 Response of the Departments/Government towards audit

In the following paragraphs from 1.2.1 to 1.2.6, response of the Departments/ 

discussed.

the interest of the State Government

Principal Accountant General (Commercial and Receipt Audit) Gujarat, 

These inspections are followed up with inspection reports (IRs) incorporating 

irregularities detected during the inspection and not settled on the spot, which 

irregularities are reported to the heads of the Departments and the Government. 

involving ` 7,290.79 crore relating to 4,374 IRs remained outstanding at the end 



7

Chapter-I : General

Particulars As at the end of

June 2008 June 2009 June 2010

3,794 4,035 4,374

10,607 11,426 12,998

Amount of revenue involved 
(` in crore)

4,120.45 4,987.77 7,290.79

Sl.

no.

Name of the 

Department

Nature of receipts Number of 

outstanding

IRs

Number of 

outstanding

audit

observations

Money value 

involved

(` in crore)

1 Finance Taxes/VAT on 
sales, trade etc.,

1,403 5,167 2,488.37

Professional Tax 16 27 0.04

2 Home State excise 13 21 0.28

3 Revenue Land revenue 398 822 314.68

4 Ports and 
Transport

Taxes on motor 
vehicles

373 1,555 658.04

5 Revenue
registration fees

1,230 3,294 1,036.75

6 Industries and Receipts from 
non-ferrous
mining and 
metallurgical 
industries

249 855 2,472.25

7
Petrochemicals

61 92 138.81

8 Forest and 
environment life

94 144 7.20

9 Information and Entertainments

etc.

537 1,021 174.37

Total 4,374 12,998 7,290.79

one month from the date of issue of the IRs were not received for 207 IRs 

We recommend that the Government take suitable steps to install an effective 

procedure for prompt and appropriate response to audit observations as 

IRs/paragraphs as per the prescribed time schedules and also fail to take 

action to recover loss/outstanding demand in a time bound manner.



8

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

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. 

(` in crore)

Sl.

no.

Name of the Department/

Head of revenue

No. of 

meetings held

No. of IRs/

paragraphs settled

Amount

IRs Paragraphs

1. Finance (Sales tax/VAT) 1 - 18 8.55

2.
vehicles tax)

1 - 73 146.20

3. Information and 1 12 31 3.31

` 4987.77 crore to ` 7290.79 crore 

i.e increase of 46 per cent

need to hold more audit committee meetings to clear the outstanding 

paragraphs.

1.2.3  Non-production of records to Audit for scrutiny

During 2009-10, 8497 tax assessment records relating to 87 Commercial tax 

circles where assessments of major dealers are dealt with. 3,772 documents 

2

2
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Sl.

No.

No of 

units

Year in which 

it was to be 

audited

Number of assessment 

cases/documents not 

produced

1. Commercial Tax 87 2006-07 to 
2009-10

8497

2.
(Navagam)

one 2008 3772

3.

Gondal)

three 2008

4.
(Savli)

one 2008
not produced

5. District Geologists seven 2005-06 to 
2008-09

Annual returns of lease holders 

1.2.4 Response of the Departments to the draft audit paragraphs

communicated to the Accountant General (AG) within six weeks from the date 

incorporating the response of the Secretaries of the concerned Departments, 

wherever received.

1.2.5  Follow up on Audit Reports - summarised position

paragraphs and reviews included in the Audit Reports (AR) within three months 
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Name of the Department 2008-09

(Paragraphs)

2008-09

(Sub

paragraphs-

Reviews)

Total

Finance

(Sales tax/VAT)

08 11 19

Revenue

(Land revenue)

12

5

--

--

12

5

Ports and Transport 2 12 14

Information and Broadcasting 

(Entertainments tax) 4

1

--

--

4

1

Industries and Mines -- 11 11

Energy and Petrochemicals

--

2

11

--

11

2

Total 34 45 79

1.2.6 Compliance with the earlier Audit Reports

` 716.20 crore of which an amount of 

`

(` in crore)

Year of Audit

Report

Total money value Accepted money 

value

Recovery made

2004-05 247.14 131.34 14.96

2005-06 441.53 427.76 36.54

2006-07 94.53 23.84 2.56

2007-08 304.96 86.28 2.55

2008-09 5,743.47 46.98 3.52

Total 6831.63 716.20 60.13

per cent of 

We recommend the Government to advise the concerned Departments to 

take necessary steps for speedy recovery at least in those cases/ paragraphs 

which have been accepted by the concerned Departments in the interest of 

revenue.
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1.3  Analysis of the mechanism for dealing with the issues raised 

by Audit

taken on the paragraphs and reviews included in the Audit Reports of the last 

included in this Audit Report.

The succeeding paragraphs 1.3.1 to 1.3.2.2 discuss the performance of the 

Commercial Tax Department to deal with the cases detected in the course of 

1.3.1  Position of Inspection Reports

(` in crore)

Year Opening balance Addition during the 

year

Clearance during 

the year

Closing balance 

during the year

IRs3 Para-

graphs

Money

value

IRs Para-

graphs

Money

value

IRs Para-

graphs

Money

value

IRs Para-

graphs

Money

value

2005-06 1073 1298 33.45 98 230 155.77 337 513 7.43 834 1015 181.79

2006-07 834 1015 181.79 117 334 66.02 165 163 1.10 786 1186 246.71

2007-08 786 1186 246.71 145 228 158.94 165 110 1.26 766 1304 404.39

2008-09 766 1304 404.39 125 271 68.04 275 423 4.39 616 1152 468.04

2009-10 616 1152 468.04 110 272 14.98 110 103 0.75 616 1321 482.27

value of ` 13.92 crore. 

1.3.2  Assurances given by the Department/Government on the 

issues highlighted in the Audit Reports

1.3.2.1 Recovery of accepted cases

3
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Year of AR Number of 

paragraphs

included

Money

value of the 

paragraphs

(` in crore)

Money value 

of accepted 

paragraphs

(` in crore)

Cumulative position 

of recovery of 

accepted cases

(` in crore)

2004-05 17 105.38 41.43 2.16

2005-06 14 311.89 25.71 1.60

2006-07 12 27.86 10.98 1.49

2007-08 12 134.90 21.81 1.43

2008-09 17 5,013.96 24.62 0.64

Total 72 5,593.99 124.55 7.32

` 124.55 crore accepted, the Department recovered an 

amount of `

per cent

We recommend the Department to consider taking effective steps to recover 

the amount of accepted money value utilising the powers of Commercial 

Tax authorities for recovery of tax as arrears of Land Revenue and speed 

up the recovery.

1.3.2.2 Action taken on the recommendations accepted by the 

Department/Government

concerned Departments/Government for their information with the request to 

furnish their replies. These reviews are also discussed in an exit conference and 

for the Audit Reports. 

The following paragraphs discuss the issues highlighted in the reviews on the 

Year of 

AR

Name of the 

review

Number of 

recommen-

dations

Details of the 

recommendations 

accepted

Status

2004-05 Working of 
Enforcement

Tax Department 

Four Government had 
accepted all the 
recommendations.

Government stated that 

internal audit.

2005-06 Assessment and 
collection of tax

Three -- Government did not 

recommendations.

2007-08 Administration

deferred sales 
tax

Four Government
response on these 
recommendations
is awaited. 

-

2008-09 Transition from 
Sales tax to 
Value Added 
Tax

14 Government
response on these 
recommendations
is awaited. 

-
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The Department/Government had accepted the recommendation of the review 

passing through the State more effective and to prevent loss of revenue due to 

till the exit check post takes action. 

Review on “Assessment and collection of tax” which appeared in the Audit 

1.4 Audit planning

and low risk units according to their revenue position, past trends of audit 

inter-alia include critical issues in government 

reports of the Finance Commission (State and Central), recommendations of the 

per cent 

receipts.

1.5 Results of audit

1.5.1  Position of local audit conducted during the year

Test check of the records of sales tax/VAT, land revenue, state excise, motor 

` 2,470.95

under assessment of ` 103.87 crore in 185 cases and recovered ` 3.28 crore in 
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1.5.2  This Report

This report contains 43 paragraphs including two performance reviews on 

“Receipts from conversion of land” and “Interest receipts” relating to short/

`

involving ` 63.08 crore out of which `

are discussed in succeeding Chapters II to VII.
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CHAPTER II

SALES TAX/VALUE ADDED TAX

2.1 Tax administration

The tax administration of the Commercial Tax Department of the State is 

Sales Tax (CST) Act, 1956. The GVAT Act was made effective in the State 

from 1st April 2006 and on its implementation, the Gujarat Sales Tax Act, 

Tax on Sugarcane Act, 1989 were repealed. However assessments, appeals, 

appeal, enforcement, e-governance, internal inspection etc

JC or DC. 

2.2 Analysis of budget preparation

Estimates and Revised Estimates.

2.3 Trend of receipts
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(` in crore)

Year Budget

estimates

Actual

receipts

Variation 

excess (+)/ 

shortfall (-)

Percentage 

of

variation

Total tax 

receipts of 

the State

Percentage 

of actual 

Sales Tax/

VAT receipts 

vis-a- vis 

total tax 

receipts

2005-06 9,000.00 10,561.34 (+) 1,561.34 (+) 17.35 15,698.11 67.28

2006-07 10,900.00 12,817.46 (+) 1,917.46 (+) 17.59 18,464.63 69.42

2007-08 15,080.00 15,104.54 (+) 24.54 (+) 0.16 21,885.57 69.02

2008-09 17,023.00 16,810.65 (-) 212.35 (-) 1.25 23,557.03 71.36

2009-10 18,215.00 18,199.79 (-) 15.21 (-) 0.08 26,740.23 68.06

per cent in 2008-09 to 68.06 per cent in 2009-10.

Tax (VAT) over the other tax receipts in Gujarat.
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2.4 Analysis of arrears of revenue

Year Opening

balance of 

arrears

Demand

raised

Amount

collected during 

the year

Closing balance 

of arrears

2007-08 8,352.53 2,326.70 2,739.73 7,939.50

2008-09 7,939.50 2,019.07 1,104.67 8,853.90

2009-10 8,853.90 6,428.33 4,084.70 11,197.53

` 11,197.53 crore, of 

which `

`

`

other judicial authorities. Recoveries of ` 218.42 crore and ` 173.29 crore are 

`

` 5,465.56 crore is under 

We recommend that the Government to make a determined effort to recover 

the huge Sales Tax/VAT arrears.

Department issued 77,297 notices in the cases of 1,02,350 return defaulters, 

2.6 Arrears in assessment

4 are given in the 

4

and tax on works contracts.
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(No. of cases)

Year Opening

balance as 

on

1 April

Additions

during the 

year

Total

(2+3)

Clearance

during the 

year

Closing

balance at the 

end of the 

year (4-5)

Percentage 

of column 

6 to 4

1 2 3 4 5 6 7

2005-06 9,31,343 4,58,817 13,90,160 7,07,451 6,82,709 49

2006-07 6,82,709 4,24,113 11,06,822 3,78,420 7,28,402 66

2007-08 7,28,402 3,84,961 11,13,363 4,00,588 7,12,775 64

2008-09 3,46,9225 1,08,174 4,55,096 1,27,315 3,27,781 72

2009-10 3,27,781 1,22,180 4,49,961 1,80,159 2,69,802 60

72 per cent. The decrease in cases due for assessment was due to the introduction 

of the Gujarat Value Added Tax Act, 2003 with effect from 1 April 2006 in place 

of the Gujarat Sales Tax Act, 1969. 

Year Opening

balance as 

on 1 April

Additions

during the 

year

Total

(2+3)

Clearance

during the 

year

Closing

balance at the 

end of the 

year (4-5)

Percentage of 

column

6 to 4

1 2 3 4 5 6 7

2008-09 0 69135 69135 14187 54948 79.48

2009-10 54948 99289 154237 38707 115530 74.90

The Section 34 of GVAT act authorises the Commissioner to audit the self 

The remaining returns are considered self-assessed. The details regarding extent 

2.7 Cost of collection

The gross collection in respect of major revenue receipts, expenditure incurred 

on collection and the percentage of such expenditure to gross collection during 

percentage of expenditure on collection to gross collection for the preceding 

5
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(` in crore)

Heads of 

revenue

Year Collection Expenditure 

on collection 

of revenue

Percentage of 

expenditure 

on collection

All India average 

percentage of cost 

of collection of the 

preceding years

Sales Tax/ 

VAT

2007-08 15,104.54 98.43 0.65 0.82

2008-09 16,810.65 99.51 0.59 0.83

2009-10 18,199.79 129.07 0.71 0.88

The cost of collection in respect of sales tax/VAT/central sales tax was lower 

than the all India average. The increase in aggregate expenditure on collection of 

2.8 Analysis of collection

(` in crore)

Heads of 

revenue

Year Amount

collected at 

pre-assessment 

stage

Amount

collected

after regular 

assessment

(additional

demand)

Amount

refunded

Net

collection

Percentage 

of column

4 to 3

(1) (2) (3) (4) (5) (6) (7)

Sales Tax/
VAT

2007-08 14,918.87 447.05 712.85 14,659.07 3.00

2008-09 15,793.59 186.40 1,338.19 14,641.80 1.18

2009-10 18,529.72 278.11 1,384.13 17,423.70 1.50

Cess on 

Spirit

2007-08 450.91 0.56 - 451.47 0.12

2008-09 523.68 2.67 - 526.35 0.51

2009-10 496.40 0.05 - 496.45 0.01

T

need reconciliation.

Thus, the percentage of collection of revenue after assessment (additional 

per cent

2.9 Impact of Audit Reports

2.9.1 Revenue impact

loss of revenue, incorrect exemption, concealment/ suppression of turnover, 
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application of incorrect rate of tax, incorrect computation etc, with revenue 

implication of ` 5,522.99 crore in 70 paragraphs. Of these, the Department/

` 109.95 crore and had since recovered ` 5.65 crore. The details are shown in 

(` in crore)

Year of Audit

Report

Paragraphs included Paragraph accepted Amount recovered

No Amount No Amount No Amount

2005-06 14 311.89 13 25.71 7 1.60

2006-07 12 27.86 11 10.98 4 1.49

2007-08 12 134.90 10 21.81 8 1.43

2008-09 17 5,013.96 12 24.62 8 0.64

2009-10 15 34.38 13 26.83 7 0.49

Total 70 5,522.99 59 109.95 34 5.65

per

cent

the Government at the instance of audit

Saral Assessment 

without ensuring collection of declaration forms in support of inter-state trade/

Saral

2006-07.

2.10 Working of internal audit wing

assessment and collection of sales tax/value added tax. JC (Audit) is assisted 

target of 12,600 cases. Out of 2,614 cases audited, revision orders involving an 

amount of ` 18.40 crore were passed in 131 cases.

The internal audit wing needs to put in more concerted efforts to achieve the 
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2.11 Results of audit

and noticed under assessment of tax and other irregularities involving ` 225.08 

Sl. No. Categories No. of cases Amount

(` in crore)

1 Incorrect rate of tax and mistake in computation 56 21.96

2 Irregular grant of set-off 91 17.67

3 Irregular concessions/exemptions 12 15.97

4 436 137.24

5 Other irregularities 91 32.24

Total 686 225.08

` 10.47 crore in 35 cases, of which eight cases involving 

`

`

2009-10.

A few illustrative cases involving ` 34.38 crore are mentioned in the following 

paragraphs.

2.12 Audit observations

several cases of non-compliance with the provisions of the Gujarat Sales Tax 

Act, 1969, the Bombay Sales of Motor Spirit Taxation Act, 1958, the Gujarat 

Sales Tax Rules, 1970, the Central Sales Tax Act, 1956 etc., and Government 

chapter. These cases are illustrative and are based on test check carried out 

by us each year; however, not only do the irregularities persist, but they also 

remain undetected till our audit is conducted in the next year. There is need for 

the Government to improve the internal control system and internal audit.

2.13 Recommendations 

provisions of Act/Rules.
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goods

2.14.1 During test

check of records of 
7

we noticed in the 

assessment of 31 

dealers for the period 

under the GST Act and 

three dealers under 

the CST Act that the 

tax on sale of HDPE 

per cent or ten per

cent under the GST 

Act and the CST Act 

of the Supreme Court 

judgement. Incorrect 

in under assessment of ` 7.34 crore under the GST Act and ` 59.05 lakh under 

the CST Act, aggregating to ` 7.93 crore.

The Department relied upon the determination orders issued under Section 62 

6

7

The Supreme Court of India held6 that PP/HDPE 

amendment made in Central Excise Act shall have 

However, we found that the earlier determination 

material (exempted goods) was not withdrawn/ 

revised in view of the Supreme Court judgement. 

Therefore, the practice continued treating the 

per cent treating it as ‘plastic’. Further, Section 8 

of the Central Sales Tax Act (CST Act) as it stood 

10 per cent

inside the State, whichever is higher.
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2.14.2 During test 

check of records of 
8

noticed that 11 dealers 

paid tax at lower 

rates due to incorrect 

during the period 

and 2005-06. While 

resulted in short realisation of tax of ` 1.78 crore, interest of ` 59.12 lakh and 

` 87.28 lakh under GST Act, and ` 0.56 lakh and interest of ` 0.27 

lakh under CST Act, aggregating to ̀  3.25 crore of which, some important cases 

(` in lakh)

Sl.

No.

No. of 

dealers

Commodity Entry no. Rate of tax Short

levy

leviable levied

1. 1 160 128(3) 8 4 33.32

2. 1 Food Colour 25 100 12 6 17.57

3. 1 Toner and 
spare parts of 
Photo-copier

97(D) 195 12 8 9.60

4. 1 102 195 12 8 5.29

5. 2 Pasti (waste 
news paper)

129 44 4 2 4.29

`

8

However, where the goods are not covered under 

Further, Section 8 of the Central Sales Tax Act 

C, at 10 per cent

goods inside the State, whichever is higher. 
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2.14.3 Short levy of tax due to application of incorrect rate

During test check 

of records of four 
9

2009, we noticed in 

the assessment of four 

dealers for the period 

turnover of ̀  2.02 crore of various goods at the rates lower than those mentioned 

` 18.35 lakh including interest of 

` ` 3.75 lakh. 

involving an amount of ` 18.35 lakh in case of all the dealers. Particulars of 

2.15 Non/short levy of central sales tax on non-production of the 

Forms

2.15.1 During test 

check of the records of 
10

in the assessment of 21 

dealers for the period 

that the AOs allowed 

export sales valued at 

` 77.59 crore either 

without production 

resulted in under assessment of `

forms, interest of ` `

9

10

as provided in the schedules to the Act. However, 

goods.

Rule 12(10) of the Central Sales Tax (Registration 

and Turnover) Rules, 1957, provides that the 

viz

export, particulars of goods along with evidence 

of export of such goods in support of his claim 
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` 13.08 crore in case of eight dealers. The 

2.15.2 During test 

check of the records 
11

2009, we noticed in 

the assessments of 16 

dealers for the period 

2008 that in eight 

cases the AOs allowed 

claim of transfer of 

goods to other place 

evidence for dispatch 

of such transfer. In eight cases, the AOs allowed deduction on “F” Forms 

covering transaction of more than one calendar month. This resulted in incorrect 

deduction of turnover involving tax of ` ` 89.93 

`

` 1.40 crore and 

recovered `

11

and 3, 4 and 7 Vadodara 

The CST Act and Rules made there under provide 

of dispatch of such goods. If the dealer fails to 

furnish such declaration, the movement of such 

as a result of sale. A single declaration in Form F 

of Section 9(2A) of the CST Act, provisions of 
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2.15.3 During test 

check of the records 
12

2009, we noticed in 

the assessment of 50 

dealers for the period 

sales of various goods 

form ‘C’. However, 

levied concessional 

rates of tax instead of 

appropriate rates. This 

of tax of ` 1.31 crore. 

` 52.93 lakh and 

`

`

Valsad, 3, 4, 6 and 7 Vadodara, 1 and 2 Vapi.

Surat, 12 Vadodara, 18 Valsad.

Section 8(1) of the Central Sales Tax (CST) 

per cent on inter-state sale of goods made 

against declaration in form ‘C’. Where the sale 

per cent or at the 

whichever is higher. In respect of declared goods 

of the GST Act, concessional rate of four per

cent

9(2A) of the CST Act, provisions of interest and 



27

Chapter II Sales Tax/Value Added Tax

2.15.4 During test 

check of the records 

of two13

2009, we noticed in 

the assessment of 

in one case the AO did 

though sales were 

per

cent

tax of ` ` ` 9.03 lakh was also 

an amount of `

13

Section 6(2) of CST Act stipulates that in 

the course of inter-state sale of goods, if the 

provided the dealer claiming exemption produces 

his selling dealer and declaration in Form C from 
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2.16 Non/short levy of purchase tax 

2.16.1 During test 

check of records of 
14

we noticed in the 

assessment of 18 

dealers for periods 

the AOs, either did not 

amount of purchase 

tax on purchases 

made from exemption 

holders or purchases 

used in goods 

consigned outside the 

State. This resulted in 

under assessment of 

` ` ` 34.69 lakh was 

` 89.31 lakh in case of 14 dealers and recovered ` 21.99 

and 18 Valsad. 

declared goods and uses them as raw material, 

Rule 42E of the GST Rules, 1970 provided the 

State. High Court of Gujarat held that the dealer 

of the Act on the purchase of raw materials from 

sales tax exemption holders under Section 49(2) 

of the Act and on their use in the manufacture of 

the Act. Hence, purchases of tax free goods 
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2.16.2 During test 

check of records of 
15

from assessments 

of 13 dealers for 

2000-01 and 2005-

dealers had purchased 

materials valued at 

` 55.98 crore against 

Form 19 and either 

used for a purpose 

for tax on purchases against declaration in Form 19/Form 24. In case of four 

case, the dealer had purchased goods against Form 19 which was not used either 

tax of ` ` ` 10.01 lakh 

` 26.76 lakh in case of seven dealers 

and recovered ` 85,849 from one dealer. The Department did not accept audit 

the Act for purchases through commission agent against Form 24. Details of 

15 ACCT - Gandhinagar, 1 Jamnagar, Patan, 3 Rajkot, 7 Vadodara.

Section 13 of the Gujarat Sales Tax Act provides 

in Form 19, can purchase goods (other than 

15A of the GST Act provides that purchase tax 

made against declaration in Form 19/Form 24 at 
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2.17 Irregular/excess grant of set off

2.17.1  During test 

check of the records 
16

2009, we noticed in 

the assessment of 

27 dealers for the 

assessment period 

the AOs allowed 

excess set-off, either 

on purchase of 

excess grant of set off of tax of ` ` 33.74 lakh 

`

(` in lakh)

Sl. No. Nature of observation No. of 

dealers

Short

levy

1.

GST Act.

11 107.59

2. The AO did not deduct four per cent of sale price of goods 
transported to other States for sale.

10 39.33

3.
per

cent.

2 14.47

4. The AO allowed set off to a dealer though the search operation 1 3.02

5.
of tax at incorrect rates.

3 2.89

` 57.38 lakh and recovered ` 11.42 lakh in case of six dealers. Particulars of 

2010).

16

Palanpur, , 6 and 7 Vadodara, 2 Vapi, Vijapur.

Rule 42 of the GST Rules provides that a dealer 

who has paid tax on the purchase of goods 

such as assessee had maintained a true account of 

goods purchased showing the details of goods in 

Rules. Proviso to Rule 42 stipulates a deduction of 

four per cent of the sale value of the manufactured 

goods transferred outside the State for sale.
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2.17.2 During test 

check of the records of 
17

2009, we noticed in the 

assessments of four 

dealers for the period 

that the AOs allowed 

excess set off of `

` 82.09 lakh. 

` `

involving `

2.18 Turnover escaping assessment

During test check of 

the records of nine 
18

2009, we noticed in 

the assessment of 10 

dealers for the periods 

of sale price. This resulted in short realisation of tax of ` 1.64 crore including 

interest of `

Rule 44 of the GST Rules provides that the dealer 

of such goods. Rule further provides that no set 

sold the goods to the claimant has not credited 

sales for which set off is claimed. The Department 

of set off.

According to Section 2(29) of the GST Act, 

sale. Further, if the Commissioner has reason to 

and recover the dues on such turnover.
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(` in lakh)

Sl.

No.

Name of No. of 

dealers

Turnover 

escaping

assessment

Total tax 

recoverable 

including

interest

Nature of objection

1. ACCT 4, 
Vadodara

One 785.89 99.69 The AO did not reconcile 

sheet and turnover of sales 
shown in the returns. The 
Department initiated action 
for revision under Section 
67 of the Act.

2. ACCT 17, One 153.08 15.16 Though no tax was paid on 
mineral water manufactured 

the AO allowed deduction 
of such sales as RD resales. 

was allowed as resale.

in case of three dealers involving amount of ` 1.17 crore. The Department 

the Department stated that the total amount of rate difference and discount of 

` ` 2,99,76,507 shown 

case, the Department stated that the service charges pertained to man power 

as the income of man power services was income from catering and required to 

tax.
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2.19 Non/short levy of interest

During test check of 
19

2009, we noticed in 

the assessment of 24 

dealers for the period 

the AOs, either did not 

it short on the amount 

` 1.71 crore.

` 1.48 crore in case of 12 dealers and recovered ` 3.04 lakh in case of three 

2.20 Non/short levy of penalty 

During test check of the 
20

2009, we noticed in 

the assessment of 

28 dealers for the 

assessment periods 

and 2005-06 that the 

per cent of the amount of tax 

` 3.55 

crore.
19

7 Vadodara and 1, 2 Vapi.
20

7 Vadodara, 1 and 2 Vapi.

Section 45(6) of the GST Act provides that 
where the amount of tax assessed or reassessed 
exceeds the amount of tax paid with the returns 

per cent
exceeding one and one half times of difference 

vide

to assessments under the CST Act as well.

Section 47(4A) of the GST Act provides that if 

assessed or reassessed exceeds the amount of tax 
per cent, simple 

interest at the rate of 24 per cent per annum for 
the period upto 31 August 2001 and at 18 per cent 

Act as well.
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an amount of ` 3.49 crore in case of 23 dealers and recovered ` 2.76 lakh in 

2.21 Non/short levy of turnover tax

During test check of 

the records of four 
21

2009, we noticed in 

the assessment of four 

dealers for the periods 

that the AOs, either 

turnover tax of ` `

`

of two dealers involving `

21

sales of goods other than declared goods after 

` 50 lakh. From April 

1993, sales made against various declarations 

and sales exempted from tax under Section 49 
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2.22 Non/short levy of tax on works contract

During test cheek of 
24

assessment of seven 

dealers for the period 

1996-97 and 2005-06, 

we noticed that the 

in goods involved in 

the execution of works 

contract. Out of these 

dealers, the dealers had 

used, in the process of 

the judicial decisions. In case of two dealers, the AOs allowed deduction of 

purchased from outside the State and on declarations against Form 19 which 

` `

`

` 9.24 lakh in case of one dealer. In 

three cases, the Department stated that Commissioner vide circular dated 22 

22

23

24

Section 3 read with Section 2(10) of the GST 

other form) involved in the execution of a works 

22 that if a dealer engaged in the 

per cent

contract. As per judicial decisions23
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2.23 Irregular remission of interest and penalty under Vechan Vera 
Samadhan Yojana

During test check of 
the records of two 

25

2009, we noticed in 
the assessment of two 
dealers for the periods 

Yojana
2007). This resulted in irregular remission of interest of ̀
` 1.34 crore.

` 1.67 lakh and recovered 

During test check of 
the records of ACCT 

we noticed in the 
assessment of one 
dealer for the period of 
2002-03 and 2003-04, 

that the AO allowed 
deduction of lease 
income amounting to 
` 2.65 crore and ` 1.15 
crore for the period 
2002-03 and 2003-04 

` 47.97 
lakh and `

` ` 2.62 lakh and 
`

Vechan Vera 
Samadhan Yojana (Yojana)
of outstanding tax. The Yojana allowed remission 

Yojana. The 
Yojana

exceeds `

held26

passes i.e., where the agreement transacting the 
right to use is executed.
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2.25 Non/short levy of tax due to computation error

During test check of the 
27

from the assessments 

of two dealers for 

the period 2001-02 

` 28,814 instead of correct amount of ` 2.88 lakh. In case of other dealer, the 

amount of goods returns of ` 31.24 lakh was deducted twice from the total sales 

` 9.50 lakh including interest of ` 2.78 

` 1.12 lakh.

`

recovered `

2.26 Incorrect determination of turnover

During test check of the 

records of four28

we noticed from 

the assessment of 

four dealers for the 

8A and Rule 50 even though the sales turnover in their annual accounts was 

exclusive of tax. This resulted in incorrect deduction of tax involving short 

` `

`

27

28

Section 41 of the Gujarat Sales Tax Act provides 

him.

Section 8A of the CST Act as well as Rule 50 

of the Gujarat Sales Tax Rules, 1970 provide for 

deduction of tax amount from aggregate of sale 

price in determining the turnover, provided the 

sale price is inclusive of tax.



38

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

amount of `

in case of two dealers. In one case, the Department stated that total turnover 

of the Department is not relevant as these cases pertained to interstate sales 

2.27 Incorrect allowance of exempted purchase of branches

During test check of 

Commissioner of 

Commercial Tax-2, 

noticed from the 

assessment of a dealer 

goods valued at ` 38.55 crore from its own two units holding exemption 

and AO allowed purchase of exempted goods of ̀  65.41 crore instead of ̀  38.55 

crore. The sale of exempted goods of ` 78.82 crore was allowed in assessment. 

value of such excess claim of ̀  26.86 crore stood at ̀  32.37 crore, escaping sales 

tax on this amount. Thus, incorrect allowance of exempted purchase resulted in 

underassessment of tax of ` ` 1.87 crore and 

`

Section 41(3) of the GST Act provides that the AO 

dealer shall assess the tax due from the dealer.
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2.28.1 During test 
check of the records 

29 in 

noticed that three 
dealers opted for 
deferment incentive 
schemes, of these, 
one dealer did not 

of deferred tax, the 
other dealer, paid the 
annual installments of 
deferred tax of ` 6.68

` 16.64 lakh instead of ` 23.36 lakh. The AOs did not initiate action to recover 
the tax and interest in these cases resulting in non-realisation of tax of ` 4.98 
crore including interest of ` 1.61 crore.

After we pointed 

Department accepted 

involving ` 4.98 
crore in two cases. In 
one case involving 
`

from 1.4.2006, the 
Department stated 

considered within time 
limit as per Resolution 
No.GST-1209-561-

29

which opt for deferment incentives are allowed 

exhausts the limit of incentive granted to it under 

per cent up to 31 August 2001 and 18 per cent
thereafter.

units are allowed to purchase raw material, 

of tax at the rate of 0.25 per cent. Remaining 
amount of the tax on such purchases is calculated 

on sale of manufactured goods is also adjusted 
against the ceiling limit of exemption. In the 

Section 50 with interest under Section 47(4A) 

under Section 46(1) for collection of the tax in 
contravention to the provisions of the GST Act.
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2.28.2 30

GST Act, though the dealer had collected the tax in contravention of exemption 

cash. This resulted in under assessment of tax of `
of ` `

 (` in lakh)

Sl.

No.

No. of 

dealers

Nature of objection Short levy 

of tax 

including

interest and 

penalty

Remarks

1. 13 The AOs computed the tax at incorrect rate and ` 181.25 The Department 
accepted the 

cases involving 
` 7.41 lakh.

2. 1 Though the exemption holder was not entitled 
to collectw the tax, he collected the tax and 
claimed deduction under Rule 50 of the GST 
Rules. The AO allowed the claim of deduction 

of the GST Act.

` 25.36 Department
accepted the 

initiated revision 
process.

3. 1 Though set-off of tax paid on raw materials to 

trading goods.

` 21.86 -

4. 1 Exemption was allowed on the goods not ` 12.71 Department
accepted the 

and raised the 
demand.

5. 1

under Section 49(2) of the Act did not allow 

against exemption limit and refunded the tax 

` 1.22 The AO 
accepted
the audit 

Total ` 242.40

` 46.71 lakh in case of nine dealers and recovered ̀  1.89 lakh in case of two dealers. 
In one case the Department stated that the dealer had adjusted the amount of set-off 

30

2 Vadodara.
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LAND REVENUE

3.1 Tax administration 

The administration of Land Revenue Department vests with the Principal 

26 districts. Each district is further divided into talukas and villages. 

of their respective districts. The Mamlatdars

charge of the administration of their respective talukas and exercise supervision 

and control on talatis who are entrusted with the work of collection of land 

revenue. In addition, the Revenue Department has delegated powers to the 

Panchayat

land revenue to facilitate the revenue administration.

3.2 Analysis of budget preparation

3.3 Impact of Audit Reports

underassessment/loss of revenue, application of incorrect rate of tax, incorrect 

computation etc, with revenue implication of ` 106.36 crore in 21 paragraphs. 

paragraphs involving ` 6.24 crore and had since recovered ` 1.29 crore. The 

(` in crore)

Year of Audit

Report

Paragraphs

included

Paragraph

accepted

Amount recovered

No Amount No Amount No Amount

2005-06 4 2.31 4 2.01 3 0.64

2006-07 6 22.11 4 0.34 1 0.02

2007-08 4 6.90 4 0.61 3 0.47

2008-09 5 25.86 4 3.25 3 0.14

2009-10 2 49.18 1 0.03 1 0.02

Total 21 106.36 17 6.24 11 1.29
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per cent The Government may take suitable 

initiative for speedy recovery. 

3.4 Results of audit

under assessment of tax and other irregularities involving ` 271.84 crore in 181 

Sl.

No.

Category No. of 

cases

Amount

(` in crore)

1. Receipts from conversion of land (A review) 1 48.81

2.

price

36 123.73

3.

at revised rate, non-raising NAA demand

18 10.80

4. 30 5.59

5. Other irregularities 96 82.91

Total 181 271.84

` 3.37 lakh in 14 cases pointed out in 

A review on the “Receipts from conversion of land” involving ` 48.81 crore 
and few illustrative cases involving ` 37.74 lakh are mentioned in the following 
paragraphs.
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3.5 Receipts from conversion of land

Highlights

In 121 cases, the restrictions of new and restricted tenure were removed 
Mamlatdar

the Government. The Collectors also did not review the orders within the 

this account in these cases worked out to ` 136 crore.

(Paragraph 3.5.8)

and new jantri

Committee and the jantri

new jantri was made effective. The concerned Collector(s) did not inform 
jantri and adopted lower 

jantri. This loss of revenue in the form of premium 
price was estimated at ` 14.85 crore due to adoption of lower jantri rates.

(Paragraph 3.5.9)

was of “new and restricted tenure” The concerned Collector/DDO did not 
ascertain the correctness of the tenure resulting in revenue loss of premium 
price of ` 6.64 crore. 

(Paragraph 3.5.10)

per cent

 (Paragraph 3.5.14)

in orders of allotment of Government land. In 16 cases, though the occupants 

failed to detect the same and initiate action to regularise the cases for 
` 16.81 crore. 

(Paragraph 3.5.15)

There was lack of effective mechanism at district level to watch compliance 

the Government from time to time in respect of the conversion of the 

Government revenue of ` 16.66 crore. 

(Paragraph 3.5.16 and 3.5.17)
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re-grant the land to purchaser under new and restricted tenure and recover 

premium at 100 per cent

premium price of ` 5.44 crore. 

(Paragraph 3.5.19 and 3.5.20)

3.5.1 Introduction

According to the Directorate of Economics & Statistics, the total area of Gujarat 

comprises 188 lakh hectares of land. Out of this, 18.65 lakh hectares is covered 

under forest area, 25.99 lakh hectares is used for non-agricultural purposes, 

19.84 lakh hectares is used for agricultural purposes and the remaining 123.52

the Gujarat Land Revenue (GLR) Rules, 1972 empower the Collector and 

other revenue authorities to deal with the allotment of Government land on 

the Government from time to time.

tenure31

conversion tax (CT) and non-agricultural assessment (NAA) and measurement 

unauthorised use of the land.

“Receipts from conversion of land”

discussed in the succeeding paragraphs. 

3.5.2 Organisational set up

restricted tenure to old tenure32

price (PP), conversion tax (CT), non-agricultural assessment (NAA), 

31

32
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Prant Prant

level, 232 Mamlatdars, 224 Taluka 

Taluka level, kasba/village talati at kasba and village level.

3.5.3 Scope of Audit and Methodology

We test checked records of 2233

kasba/village relating to the period 2004-05 to 2008-

pre-designed checklist along with regular transaction audit. The districts were 

3.5.4 Audit criteria

circulars/orders issued under the said Acts and judicial pronouncements.

3.5.5 Audit objectives

The terms and conditions of the Government orders of conversion of 

Adequate internal control mechanisms including internal audit were 

in place to monitor the assessment and collection of land revenue and 

check its leakage.

3.5.6 Acknowledgement

Indian Audit & Accounts Department acknowledges the co-operation of the 

33
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to the Government in

attended the meeting. The replies furnished during the exit conference and at 

review.

3.5.7 Trend of receipts

2009-10 alongwith the total tax/non-tax receipts during the same period is

(` in crore)

Year Budget

estimates

Actual

receipts

Variation 

excess (+)/ 

shortfall (-)

Percentage 

of variation

Total tax/ 

non-tax

receipts of 

the State

Percentage 

of actual 

receipts vis-a
vis total tax/

non-tax

receipts

2005-06 134.42 380.23 (+) 245.81 (+) 182.87 19,051.48 2.00

2006-07 250.00 498.71 (+) 248.71 (+) 99.48 23,413.41 2.13

2007-08 267.50 683.09 (+) 415.59 (+) 155.36 26,494.88 2.58

2008-09 550.00 543.50 (-)6.50 (-) 1.18 28,656.35 1.90

2009-10 688.50 1,161.20 (+) 472.7 (+) 68.66 32,191.94 3.61

68.66 per cent and 182.87 per cent

we

recommend the Government to issue suitable directions to the Department
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that the estimates are as close to the actual receipts as possible.

3.5.8  Loss of revenue due to absence of system to review of decisions 

of Mamlatdar ALT by the Collector 

During test check 

of records of the 

Mamlatdar &

Agricultural Land 

under the Collector, 

Surat, we noticed 

that in 121 cases, the 

Mamlatdar & ALT 

had issued orders 

the restrictions of 

removed, without 

price the Mamlatdar

ALT, while removing 

the restriction did not 

as per the Government 

orders. The Collector, 

Surat also did not call 

for the records of these 

cases for the purpose 

of the review within 

these cases. 

Thus due to the failure on the part of the Collector to call for the cases suo moto

According to Government of Gujarat decision, 

new tenure to old tenure was 80/50 per cent of the 

market value for non-agricultural or agricultural 

per

cent of the market value for non-agricultural/

agricultural purpose.

The Government vide Circular No. GNT-1095-

delegated the powers of conversion from new 

tenure to old tenure to Mamlatdar ALT under 

general powers of Mamlatdar ALT under Section 

70 (O) of the Act.

Section 76A of the Act empowers the Collector 

to call for records of cases of the removal of the 

Mamlatdar and ALT, 

either suo moto or on a reference made in this 

Mamlatdar and ALT and pass the order 

thereon. During review of these cases, Collector 

Mamlatdar and ALT has exercised the power 

the Collector.
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premium price at 80 per cent of market value which worked out to ` 136 crore 

as per the jantri rates. 

the Mamlatdar and ALT in revision either suo moto or on a reference made in 

delegated to Mamlatdar

Mamlatdar and ALT. Thus, non-review of these cases 

` 136 crore.

We recommend the Government to consider devising a system to ensure 

that the Mamlatdars discharge their duty as per the Governments’ decision/
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3.5.9  Loss of revenue due to abnormally low jantri rates compared 

to DLPC rates 

Test check of the 

the three Collectors34

revealed that in 16 

cases35, the premium 

price was recovered as 

per the new jantri. On 

comparison of the rates 

we noticed that the 

higher (three to nine 

times) than the new 

jantri. There was a 

two sets of the rate 

though the DLPC 

jantri came into effect. 

jantri

jantri

Chairman of DLPC, in respect of these cases, concerned Collector should 

jantri.

jantri

cases resulted in foregoing of revenue in the form of premium price of ` 14.85

crore.

34 Gandhinagar, Patan and Surat.
35

District No. of cases DLPC rate Jantri rate Variation Loss (in `)

Surat 1 1,125 200 925 3,88,07,080

Patan 1 900 260 640 1,24,83,584

Gandhinagar 9 1,000 350 650 9,71,89,880

1 950 100 850

3 3,600 700 2,900

1 3,800 700 3,100

Total 16 14,84,80,544

` 14.85 crore.

committee at the district level (DLPC) with District 

Collector as chairman and District Development 

Further, Government decided that new jantri as

2008 to recover the premium price as per new 

jantri effective from 1 April 2008 in all the cases 

jantri
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holders and to make it transparent, the State Government had decided in 

jantri rate for the valuation of land for premium after 

implementation of new jantri. It was a conscious decision of the Government to 

jantri rate after 1 April 2008. 

DLPC rate and janti.

jantri rates. Since 

 jantri

time limit to review the jantri rates to make them current.

We recommend the Government to consider establishing a system to 

identify such cases of wide variation between DLPC rates and jantri rates 

and prescribe time limits for revision of jantri rates. 

3.5.10  Non-levy of premium price due to improper regularisation of 

tenancy cases 

Test check of NA 
cases
three DDOs37 for the 

that in six cases, 
either the purchase 

the landlord or the tenants were made owners without issuing Form-9. The 
land in these cases was treated as old tenure instead of new and restricted 
tenure. In other four cases, though the land was allotted under new and 
restricted tenure, it was treated as old tenure. The concerned DDO did not 
ensure the evidences indicating the fact that restrictions of new tenure had 

` 6.64 crore. 

We recommend the Government to consider establishing a system to collect 

and verify all the evidences in support of the titles of the land and for 

the tenant in Form-936

36

37
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3.5.11  Loss of revenue due to lack of co-ordination between registering 

conditions of orders in case of conversion of land 

Form VI in village 
records and recitals of 
sale deed registered 

During cross 

Village Form (VF)-

respective kasba talaties of Mamlatdar working under two Collectors38 for 

` 86.82 lakh. 

higher sale consideration than the estimated market value adopted for the 

`

13.41 lakh. 

jantri
jantri or sale value whichever is higher.

As per the Government Resolution dated 16 

consideration, as per sale deed registered on the 

in the cases where the sale consideration is higher 

value.

38
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We recommend the Government to issue instructions to the registering 

authorities to pass on the copies of sale deeds to the revenue authorities in 

the interest of revenue.

3.5.12  Non-detection of unauthorised use of the land and non-levy of 

prescribed penalty 

Revenue Code, 1879 

and the Rules made 

thereunder provide 

than the purpose for 

which it is assessed 

or held without 

prior permission 

of the competent 

 of non-agriculture assessment of the area of land. The Government has instructed 

39 and six DDOs40 for the 

land for non-agricultural purposes without prior permission of the Collector 

for the regularisation of these cases.

Prant Mamlatdar check revenue 

records during their tours which covers aspects like NA permission, titles of 

39

40

Talati-cum-Mantri of the village/kasba and 



53

Chapter III Land Revenue

time of promulgation of revenue records. 

Department needs strengthening.

(` in lakh)

Unit No. of 

cases

Penalty

leviable @ 

40 times 

of NAA

Penalty

levied

Non/short levy 

of penalty

DDO, Gandhinagar 1 2.50 0 2.50

DDO, Narmada (Rajpipla) 1 0.78 0 0.78

DDO, Godhra 1 1.50 0.15 1.35

Collector, Surat
4 3.34 0 3.34

1 1.27 0.01 1.26

Collector, Anand 2 1.92 0.19 1.73

Rajkot,
34 10.57 4. 59 5.98

Total 44 21.88 4.94 16.94

` 16.94 lakh. 

cases for ` 3.34 lakh and recovered ` 1.62 lakh in two cases. 

We recommend the Government to consider strengthening the system for 

timely detection of unauthorised use of land and making inspections more 

effective.

3.5.13 Internal controls

Revenue Department instructions (August 1975) provided that the concerned 

Collector/DDOs were required to furnish information regarding inspections 

not effective and adequate.
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3.5.14 Internal Audit

An independent and effective internal audit under the direct control of the head 

of the Department is essential for ensuring compliance of the provisions of the 

Acts/Rules and the Government instructions regarding assessment of revenue, 

prompt raising of demands, its collection and accounting and for overall 

inspection of the district and taluka

Mamlatdar Mamlatdars and one 

Gujarati Mamlatdar is posted in all the three parties.

Revenue Department’s circular (August 1975) also provides that as per 

the Government called for such information from the Collectors/DDOs, in 

June 2010. 

percentage of which shows an increasing trend which reached upto 62.84 per

cent
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Year No. of 

Inspection

Reports

issued

No. of 

objections

raised

No. of 

objections

complied till 

31.3.2010

No. of 

objections

outstanding till 

31.3.2010

Percentage 

of non-

complied

objections

2004-05 95 18,675 13,347 5,328 28.53

2005-06 159 21,225 13,891 7,334 34.55

2006-07 136 23,568 13,431 10,137 43.01

2007-08 136 25,385 12,304 13,081 51.53

2008-09 143 22,599 8,357 14,202 62.84

staff were occupied with various programs like Elections, Kanya Kelvani, 

Garib Kalyan Melas, Krishi Mahotsava, Gunotsav, Swarnim rath yatra etc.

3.5.15  Non/short levy of premium due to non-detection of a breach 

of conditions of orders of allotment of land 

During test check of 

records relating to 

of three Collectors41

to 2008-09 we noticed 

that in 15 cases, the 

applicants committed 

like (i) NA permission 

six months of the date 

of order, (ii) if the 

Government and order issued for allotment of the land under new and restricted 

failed to follow-up these conditions and initiate action. The premium price at 

initiate action to recover the premium price of ` 15.76 crore. 

In another case, we noticed that the entire land under new and restricted tenure 

Nazrana” for sale and entire land 

41

to convert the land under new and restricted tenure 

into old tenure for sale/transfer for agricultural 

allotment of land under new and restricted tenure 

viz. sale/transfer or unauthorised NA use etc.,

without prior permission of the Collector attracts 
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residential use, had commenced commercial use on part of the land. We further 

` 1.05 crore.

2010).

3.5.16 Short levy of premium price/occupancy price due to non-

 application of revised market rates

There is lack of effective mechanism at district level to watch compliance 

Government from time to time in respect of the conversion of the land for various 

3.5.16.1 During test 

check of cases of 

removal of restrictions 
42

2007-08 and 2008-

09, we noticed in nine

cases that though more 

expired from the date 

per cent in market 

could have received more premium price in case of revised market value of 

premium price of ` ` 60.83 

lakh.

42

that in case of the allotment of the Government 

12 per cent 

increase of 12 per cent

afresh if the order of allotment is issued after 
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3.5.16.2 During

test check of cases 

one case, different 

applications of one 

applicant were sent to 

the market rate was 

price of ` 16.78 lakh. 

3.5.16.3 During Cross 

Collectors43 and DDO, 
Amreli with relevant 
village records for 

found that in four 
cases, the applicants 

effected without execution and registration of the documents. This resulted in 
` 8.73 lakh.

documents are not required in such cases.

where the market value of the land in case of such 

applications exceeds ` 50 lakh. The SLPC would 

the actual market value to avoid loss of revenue. 

The Government issued such instructions to 

` 50 lakh so as to 

Government of Gujarat issued instructions 

Registration Act, 1908. 

43 Himatnagar, Rajkot and Surat. 
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3.5.16.4 Our test

check of allotment of 

44

09 revealed that in 

79 cases, though the 

land was handed over 

to the allottees, the 

handing over the possession of the land. This resulted in non-realisation of 

` 2.56 crore.

45 and the 

We recommend the Government to consider instructing the implementing 

Departments to maintain category wise orders/resolutions/instructions for 

revenue.

44

45

The Government of Gujarat in April 2002 

instructed all Collectors and concerned 

competent authorities to include the condition 

of the Government land. It was also instructed to 
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3.5.17 Non/short levy of conversion tax

During test check 
of the records of 
16 Collectors46

Collector, Rajkot 
and 10 DDOs47 for 
the period 2004-
05 to 2008-09, we 
noticed that out of 464 
cases, in 357 cases, 
conversion tax was not 
levied on Government 
land allotted for 
NA purposes where 
separate NA permission 
was not required. In 
other 105 cases, we 
noticed that conversion 
tax was either not 
levied or levied 
short while granting 
NA permission. In 
other two cases, the 
differential conversion 
tax was not levied 
on change in use of 
land from one NA 
purpose to another. 

failed to implement 

` 8.59 crore.

46

47

(Rajpipla), Surat.

on change in the mode of use of the land from 

agricultural to non-agricultural (NA) purposes or 

from one non-agricultural purpose to another in 

purposes depending upon the population of the 

challan in the 

Government, a tax at such rate as is equivalent to 

conversion tax and non-agricultural assessment 
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3.5.18 Short levy of premium price due to non-observance of the 

policy decided by the Government to adopt new jantri

Our test check of 

records of the two 

Collectors48 for the 

2008-09 revealed 

that in 2 cases, the 

Collector did not adopt 

the rates of new jantri

value for the purpose 

price for conversion 

of new tenure land to 

old tenure and in one 

case, the Collector 

recovered premium at 

DLPC rates, though 

premium price of ` 20.08 lakh.

3.5.19 Non-compliance of decision taken by the Government/ Gujarat 

Revenue Tribunal in re-allotment of land by the Department

Test check of cases 

and Amreli and

Collector, Dholka 

under control of the 

to 2008-09 revealed 

that in nine cases,

the land was allotted 

to the concerned 

tenant under new and 

restricted tenure. However, it was not entered as new and restricted tenure 

new jantri

effective date of new jantri. The Superintendent 

new jantri for the purpose of valuation of the 

new jantri effective from 1 April 2008 in pending 

cases where the orders permitting conversion of 

land from new and restricted tenure to old tenure 

3.5.19.1

cases that sale or transfer of new and restricted 

tenure land, which took place without prior 

of premium price at the rate of 100 per cent of

market values.

48 Junagadh and Narmada (Rajpipla).
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purchaser/PoA holder also sold the land to new purchaser for non-agricultural 

per cent of market value as per decision 

price at 80 per cent

not follow the decision of the Government to re-grant the land to purchaser 

under new and restricted tenure and recover premium at 100 per cent of market 

` 2.33 crore.

3.5.19.2 D u r i n g 

test check of non-

agriculture assessment 

Collector (Prant), 

Viramgam under 

control of the 

we noticed in detailed 

that in two cases,

the occupants had 

purchased the new 

and restricted tenure 

land as old tenure with 

The Collector 

as new tenure land. 

However, the decision of the GRT was not followed and these cases were not 

regularised as sale of new tenure land for agriculture purpose. The Departmental 

non-entering the words “New and Restricted Tenure” in village records and 

premium price of ` 51.55 lakh.

We recommend the Government to consider framing a policy to follow the 

decision of the GRT/Government in cases of re-establishment of new tenure 

occupancy and prescribing a system of periodical review of cases on sale of 

new tenure land.

In case of unauthorised removal of the restrictions 

land as new tenure in review/revision/appeal 

of registration of sale deed and interest at 12 per

cent

issue of orders as the purchasers had purchased 
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3.5.20  Non-levy of premium price due to non-observance of 

provisions of the Act

During test check of 

Anand and Collector, 

Himmatnagar and 

three DDOs49 for the 

that the land was 

owner for gharkhed

1965. However, the 

re-allotment of the 

land was made under 

old tenure instead of 

new and restricted 

tenure. In two other 

Re. one was paid after 

respective Mamlatdar

in favour of the tenant as old tenure land instead of granting it under new and 

restricted tenure. Mamlatdar and ALT failed to implement the provisions of the 

` 2.59 crore.

land owner for gharkhed

Amended proviso of Section 32P of the

new and restricted tenure, if the land was given 

gharkhed

1965 in the cases where the tenant was not 

interested in purchasing the said land or the tenant 

was not allowed to purchase the land, or purchase 

was cancelled etc. Amended proviso to Section 

Mamlatdar

regularising such cases for sale/ transfer or NA 

land from new and restricted tenure to old tenure 

49
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3.5.21  Non/short levy of measurement fee

Test check of the 
record of the eight 
Collectors50, eight 
DDOs51 and seven 
TDOs52

2008-09 revealed 
that in 415 cases, 
NA permission was 
granted as per the plan 
approved for various 

either not recovered or was recovered at incorrect rates on plots approved. This 
` 55.54 lakh.

challan

measurement through DILR53

measurement fees is a pre-requisite for the consideration of NA application and 

3.5.22  Non/short levy of non-agricultural assessment

Test check of records 

of the Collector, 

Collector, Valsad and 

TDO, Nadiad for the 

09, revealed that in 

48 cases, though the 

NA permissions were 

granted or deemed to 

the NAA of ` 22 lakh 

was not levied for the 

period of NA use. 

During test check 

Settlement Commissioner and Director of Land 

2000 revised the rates of measurement fees 

` 1,200 

for development plan upto four plots and ` 300 

for each additional plot.

50

51

52

53 District Inspector of Land Records.

agricultural assessment (NAA) on land used for 

rates depending on the use of the land are 

The Code provides for issue of a demand notice 

the land revenue. Further, as per section 48 of 

land is used for NA purposes with or without the 
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Rajkot and Vadodara and DDO,

` 4.33 lakh in 24 cases. These resulted in total 

` 26.33 lakh.

3.5.23  Other points of interest

During test check 

2004-05 to 2008-09, 

we noticed that the 

entire area of one 

as falling under 

one case, we noticed 

had recovered the premium at the rate of 60 times of NAA, instead of rate 

per cent of the market value of the 

During test check of the records of the Collector, Gandhinagar we noticed 

that in two cases, the Collector had adopted the jantri

jantri effective from 1 April 

2008.

jantri rates were not 

jantri. This resulted in short 

`

jantri

is applied for all over the State and there is no separate jantri

per cent

3.5.23.1

to convert new and restricted tenure land into 

old tenure for sale, transfer for agricultural or 

non-agricultural purposes. Different rates were 

Nagarpalika,
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We recommend the Government to consider collecting database of the area 

jantri rates for that area.

During test check 

the Collector, Patan 

and Collector, Rajkot 

we noticed that in 

three cases, market 

jantri was not considered and the rate on lower side was 

`

29.16 lakh.

After this was pointed out, the Collector, Rajkot recovered the differential 

premium price of `

mandal

` 4.10 lakh.

`

3.5.24 Conclusion

Mamlatdars in removing restrictions. The Mamlatdars had removed the 

restrictions in tenure in violation of the Government instructions resulting in 

Mamlatdars. The Government had 

3.5.23.2 The Government of Gujarat decided 

restricted tenure into old tenure for sale/transfer 

for agricultural purpose or non-agricultural 

time.
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of co-ordination amongst the Revenue and Registering Authorities of the same 

poor internal control and monitoring at the apex level. 

3.5.25 Summary of recommendations

We recommend the Government to consider implementing the following 

issue suitable directions to the Department for framing the budget 

are as close to the actual receipts as possible;

consider devising a system to ensure that the Mamlatdar discharge their 

duty as per the Governments’ decision/Act/Rules. The Government may 

consider establishing a system to identify such cases of wide variation 

between DLPC rates and jantri rates and prescribe time limits for 

revision of jantri rates;

issue instructions to the registering authorities to pass on the copies of 

sale deeds to the revenue authorities in the interest of revenue;

consider strengthening the system for timely detection of unauthorised 

use of land and making inspections more effective;

consider instructing the implementing Departments to maintain category 

cases and to avoid continuous shortfall of revenue;

consider framing a policy to follow the decision of the GRT/Government 

in cases of re-establishment of new tenure occupancy and prescribing a 

system of periodical review of cases on sale of new tenure land; and

and providing the jantri rates for that area.
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3.6 Non-levy of service charges

During test check of 

Collectors (VoP)54

noticed in 7,689 cases 

that Mamlatdar55

realised ` 5.76 crore 

from the defaulters 

during the period 

2005-06 to 2008-

09 as arrears of land 

revenue. However, 

the service charges 

` 28.71 lakh.

During test check of 

the records of nine 

taxation authorities56

period 2007-08, we 

noticed that in 625 

cases, the Departmental 

`

service charges of ` 9.03 lakh.

3.6.1

penalties, interest and other dues required to 

Collector as arrears of land revenue. Further, 

Rule 117C of the Gujarat Land Revenue Rules, 

per cent

arrears of land revenue. Superintendent of Stamps 

3.6.2

that the tax due and not paid as provided in the 

Further, Rule 117C of Gujarat Land Revenue 

per cent

of service charges from the defaulters as cost of 

collections.

54

55

of a taluka.
56
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TAXES ON VEHICLES

4.1 Tax administration

Government of Gujarat in the Ports and Transport Department. He is assisted 

57 and 
three internal check-posts58 working under 10 RTOs. 

4.2 Analysis of budget preparation

4.3 Trend of receipts

to 2009-10 along with the total tax/non-tax receipts during the same period is

(` in crore)

Year Budget

estimates

Actual

receipts

Variation 

excess (+)/ 

shortfall (-)

Percentage 

of variation

Total tax/ 

non-tax

receipts of 

the State

Percentage 

of actual 

receipts 

vis-a vis 
total tax/

non-tax

receipts

2005-06 1,300.00 1,153.97 (-) 146.03 (-) 11.23 19,051.48 6.06

2006-07 1,200.00 1,191.15 (-) 8.85 (-) 0.74 23,413.41 5.09

2007-08 1,284.00 1,310.09 (+) 26.09 (+) 2.03 26,494.88 4.94

2008-09 1,412.40 1,381.66 (-) 30.74 (-) 2.18 28,656.35 4.82

2009-10 1,450.00 1,542.64  (+) 92.64 (+) 6.39 32,191.94 4.79

57

58
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and actual receipts during 2009-10 to the increase in registration of vehicles 

and upward trend of prices of the vehicles. Though there was increase in actual 

receipts for the period 2005-06 to 2009-10, the actual receipts vis-a-vis total tax/

non-tax receipts declined from 6.06 per cent to 4.79 per cent.

4.4 Analysis of arrears of revenue

` 96.06 crore of 

which `

2009-10.

(` in crore)

Year Opening balance of 

arrears

Amount collected 

during the year

Closing balance of 

arrears

2005-06 48.54 22.72 58.11

2006-07 58.11 22.15 89.54

2007-08 89.54 59.73 75.73

2008-09 75.73 24.66 80.07

2009-10 80.07 26.36 96.06

` 48.54 crore 

to ` The Department needs to take 

strict action against the defaulters for reduction of arrears.

4.5 Cost of collection

The gross collection in respect of receipts of taxes on vehicles and taxes on goods 

and passengers, expenditure incurred on its collection and the percentage of such 

the relevant all India average percentage of expenditure on collection to gross 
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(` in crore)

Heads of 

revenue

Year Collection Expendi-

ture on 

collection

of revenue

Percent- 

age of 

expendi-

ture on 

collection

All India average 

percentage of 

cost of collection 

for the preceding 

year 

Taxes on 

vehicles and 

taxes on goods 

and passengers

2007-08 1,461.71 38.57 2.64 2.47

2008-09 1,551.01 43.43 2.80 2.58

2009-10 1,549.54 54.79 3.54 2.93

India average percentage. The Government needs to take appropriate measures 

Commission.

4.6 Impact of Audit Reports - Revenue impact

assessment/loss of revenue, application of incorrect rate of tax, incorrect 

computation etc, with revenue implication of ` 337.63 crore in 20 paragraphs. 

19 paragraphs involving ̀  49.74 crore and had since recovered ̀  5.64 crore. The 

(`in crore)

Year of 

Audit

report

Paragraphs included Paragraph accepted Amount recovered

No Amount No Amount No Amount

2005-06 5 17.80 5 10.98 5 2.53

2006-07 2 9.10 2 8.95 2 0.09

2007-08 1 83.08 1 4.23 1 0.23

2008-09 4 6.29 4 6.29 4 1.28

2009-10 8 221.36 7 19.29 4 1.51

Total 20 337.63 19 49.74 16 5.64

per cent

The Government may take suitable initiative for speedy recovery. 

4.7 Working of internal audit wing 

The department has internal audit wing which has sanctioned strength of three 

two parties were operated and the functioning of the wing for period under 
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20 audit reports contained 13 paragraphs, out of which action was pending on 

all the paragraphs. This indicates that the internal audit arrangements were not 

commensurate with the size of its operations.

4.8 Results of audit 

2009-10 and noticed under assessment of tax and other irregularities involving 

`

(` in crore)

Sr.

No.

Category No. of cases Amount

1. 13 245.81

2. 58 12.52

3. Other irregularities 103 5.01

Total 174 263.34

` 78.16 crore in 89 cases, of which 28 cases involving 

`

` 97.59 lakh was realised in 26 cases during the 

` 221.36 crore are mentioned in 

the succeeding paragraphs.

4.9  Audit observations

observed several cases of non-compliance of the provisions of the Bombay Motor 

Vehicles Tax Act, 1958, (BMVT Act), the Motor Vehicles Act, 1988(MV Act), the 

Central Motor Vehicles Rules, 1989, (CMV Rules) etc., and the Government 

chapter. These cases are illustrative and are based on a test check carried out 

out in audit each year; however, not only do the irregularities persist, these 

also remain undetected till an audit is conducted in the next year. Persistence 

of irregularities despite being repeatedly pointed out by audit is indicative of 

to continued short fall in state revenues. There is need for the Government to 

improve the internal control procedures and systems.
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4.10 Recommendations

The department should increase the vigilance on the road to detect the 

proof at the time of registration of transport vehicles to ensure the 

correctness of the addresses.

4.11 Non-realisation of passenger tax, interest and penalty from 

During test check 

of records of 

C o m m i s s i o n e r 

of Transport, 

Gandhinagar in April 

2009 for the period 

2007-08, we noticed 

owners (GSRTC59 60

tax of `

`

of `

passenger tax of ` ` 10.81 crore and 

` 50.06 crore. Total non-realisation worked out to ` 260.62 crore 

Act, 1958 and rules made thereunder provide for 

59 Gujarat State Road Transport Corporation.
60
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4.12 Non/short realisation of motor vehicles tax on transport 

vehicles

During test check of 

records of 22 taxation 

authorities61

2009, we noticed that 

operators of 1,093 

their vehicles for 

contract carriage and 

779 vehicles used for 

transport of goods, 

had neither paid tax 

declarations for various 

08 and 2008-09. The 

` 8.28 crore including interest of ` ` 87.89 lakh.

` 8.28 crore in 1,872 cases and 

recovered `

except for the period where the vehicles are not 

the rate of two per cent per month and if the 

of two per cent

of 25 per cent

authorises the department to recover unpaid tax 

dues as arrears of land revenue. The Act also 

61

Surat, Surendranagar, Vadodara and Valsad.
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4.13 Flawed revenue recovery process 

During test check 
of the records of 
C o m m i s s i o n e r 
of Transport, 
Gandhinagar and nine 
taxation authorities62

for the period 2007-08, 
we noticed that in 176 

the details of which 
are mentioned in the 

(` in lakh)

Sl.

No.

No. of 

cases

Short levy Reasons recorded for non-recovery

1. 123 338.66 Postal department returned the demand notices 
due to incorrect address of the defaulters.

2. 31 1.41 Taxation authorities accepted invalid demand 
drafts of `
revalidated.

3. 19 29.67

the owners.

4. 3 8.86
action was not initiated to auction the vehicles to 
realise the amount of tax.

` 3.79 crore.

` 3.77 crore and recovered `

62

requisite to register a motor vehicle. This helps 

the Department to initiate follow up action on 

(RRC) against defaulters after one month of non-

from RTO to RTO), RTO prepares list of cases in 
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4.14 Non-renewal of national permit 

During the test check of 

records of 11 taxation 

authorities63

04 to 2008-09, we 

noticed that owners of 

491 transport vehicles 

did not renew their 

national permits. The 

taxation authorities did 

to them. There was no 

structured mechanism to record and follow up the same. This resulted in non-

realisation of authorisation fees of ` 6.38 lakh due to the State Government. 

` 1.78 crore, relating to other states was also 

` 95.42 lakh in 226 cases. 

In a few cases, the Department stated that the operators had stopped moving in 

the range of ` 1,500 to ` 5,000 per State. Gujarat 

fee of ` 500 for authorisation of national permit 

This authorisation is a continuous process unless 

the period expires or permit is surrendered. The 

` 100.

63

and Valsad.
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4.15 Short demand of motor vehicles tax and non-levy of interest 

4.15.1 D u r i n g 

test check of records 

of Commissioner 

of Transport, 

Gandhinagar for the 

period 2007-08, we 

noticed in case of two 

paid motor vehicle tax 

of ` `

did not demand interest of ` ` 1.01 crore. Taxation 

` 1.74

` 4.06 crore also remained unrealised.

After this was pointed out in April 2009, the Department stated that demand 

4.15.2 During test check of records of Commissioner of Transport, Gandhinagar 

intimated provisional assessment (HT Form) amount of ` 3.84 crore instead of 

` 3.99 crore to GSRTC. This has resulted 

in short demand of ` 14.52 lakh. Interest of ` 2.61

arrears of land revenue. The Act also provides 
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inspection fees

During test check 

of the records of 18 

taxation authorities64

2008-09, we noticed 

that 66,515 vehicle 

owners did not present 

their vehicles for 

inspection for renewal 

of the Act. The Government, therefore, could not recover `

`

minimum of ` 2,000 in each case. 

` 1.09 crore and 

recovered `

2010).

4.17 Evasion of entry tax 

During test check of the 

records of 11 taxation 

authorities65

that with respect to 59 

other states in 2007-

08 and 2008-09 into 

their jurisdiction, the 

`

` 2,000.

The Gujarat Government (Sales Tax Department) 

rate of 12 per cent

from other states in Gujarat within 15 months 

from the date of its registration. The Departmental 

64

65

Surat and Vadodara. 
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tax of ` 69.67 lakh.

`

2010).

4.18 Short levy of tax on imported vehicles 

During the test check 

of records of the 

we noticed in 10 cases 

of imported vehicles 

that tax was not levied 

` 29.05

lakh.

After this was pointed out in August 2009, the Department accepted the audit 

2010).

per cent of sales value 

authorities, universities, educational and social 

to treat certain vehicles (vide circular dated 

27.7.2004) as imported vehicles and tax them 
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STAMP DUTY AND REGISTRATION FEES

5.1 Tax administration

rests with the Revenue Department. The Inspector General of Registration (IGR) 

and Superintendent of Stamps, Gandhinagar is the head of the Department. The 

taluka level) whereas 

5.2 Analysis of budget preparation

5.3 Trend of receipts

2005-06 to 2009-10 along with the total tax/non-tax receipts during the same 

Year Budget

estimates

Actual

receipts

Variation 

excess (+)/ 

shortfall

(-)

Percentage 

of

variation

Total tax/ 

non-tax

receipts of 

the State

Percentage of 

actual receipts 

vis-a vis total

tax/non-tax

receipts

2005-06 1100.00 1153.16 (+) 53.16 (+) 4.83 19,051.48 6.05

2006-07 1200.00 1425.03 (+) 225.03 (+) 18.75 23,413.41 6.09

2007-08 1450.00 2018.44 (+) 568.44 (+) 39.20 26,494.88 7.62

2008-09 1658.00 1728.50 (+) 70.50 (+) 4.25 28,656.35 6.03

2009-10 1745.75 2556.72 (+) 890.97 (+) 46.45 32,191.94 7.94
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There was wide variation of `

` 1,745.75 crore and actual receipts of `

` 890.97

crore.

5.4 Analysis of arrears of revenue

` 308.48 crore. The 

Year Opening balance of 

arrears

Amount collected 

during the year

Closing balance of 

arrears

2005-06 447.57 59.54 442.37

2006-07 442.37 54.24 405.66

2007-08 405.66 58.43 316.46

2008-09 316.46 37.35 313.49

2009-10 313.49 37.62 308.48

per

cent ` 18.33 crore 

and `

The Department needs to take strict action for reduction of arrears.

5.5 Cost of collection

expenditure incurred on its collection and the percentage of such expenditure 

all India average percentage of expenditure on collection to gross collection of 

(` in crore)

Heads of 

revenue

Year Collection Expendi-

ture on 

collection

of revenue

Percent- 

age of 

expendi-

ture on 

collection

All India average 

percentage of 

cost of collection 

for the preceding 

year

registration fees

2007-08 2,018.44 36.23 1.79 2.33

2008-09 1,728.50 42.16 2.44 2.09

2009-10 2,556.72 53.38 2.09 2.77
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Commission and increase in expenses on sale of stamps. 

5.6 Impact of Audit Reports - Revenue impact

incorrect computation etc., with revenue implication of ` 295.02 crore in 47 

in 13 cases involving ` 11.55 crore and had since recovered ` 0.13 crore. The 

(` in crore)

Year of Audit

Report

Paragraphs included Paragraph accepted Amount recovered

No Amount No Amount No Amount

2005-06 6 52.04 1 0.01 1 0.01

2006-07 6 8.66 1 1.83 -- --

2007-08 15 148.91 7 9.63 3 0.06

2008-09 12 78.77 2 0.03 2 0.02

2009-10 8 6.64 2 0.05 1 0.04

Total 47 295.02 13 11.55 6 0.13

per cent of the accepted 

furnished within three months of presentation of the ARs to the Legislature 

We recommend that the Government may consider issuing suitable 

instructions to the Department for taking effective/speedy steps in 

recovering the amounts, at least in those cases, which have been accepted 

by the Department.

5.7 Working of internal audit wing



84

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

Additional Superintendent of Stamps. During 2009-10, 12 units were inspected. 

The details of paragraphs issued and their follow-up was not furnished.

inspections.

inspection.

inspection programme of Inspector of Registration were not furnished, who had 

5.8 Results of audit

irregularities involving ̀ 61.85 crore in 414 cases, which fall under the following 

Sl.

No.

Category No. of 

cases

Amount

(` in crore)

1 74 13.47

2 36 2.75

3 Incorrect grant of exemption 7 0.54

4

mortgage deeds

23 20.52

5

postponement of realization of Government dues

3 0.50

6 Other irregularities 271 24.07

Total 414  61.85
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` 6.07 lakh in four cases, of 

which two cases involving `

` 2,000 was realised in one 

A few illustrative cases involving ` 6.64 crore are mentioned in the following 

paragraphs.

5.9 Audit observations

the Collector of Stamp Duty (Valuation of Property (VoP) we observed several 

cases of non-compliance of the provisions of the Registration Act, 1908, the 

Bombay Stamp Act, 1958, the Bombay Stamp (Determination of Market Value 

as mentioned in the succeeding paragraphs in this chapter. These cases are 

illustrative and are based on a test check carried out by us. Such omissions on 

not only do the irregularities persist, these remain undetected till an audit is 

conducted in the next year. There is need for Government to improve the internal 

control system and internal audit so that such omissions can be detected and 

prevented in future.

5.10 Recommendations

of the reference documents mentioned in the deeds/instruments executed 

computerised.

Department should co-ordinate with Land Revenue authorities to ensure 
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5.11 Short levy of stamp duty and registration fees due to 

During test check 
of the records of 

(VoP), Gandhinagar 

66, we noticed 
that registering 

20 documents 

2000 and 2008 on the 

`

(` in crore)

Sl.

No

Location No. of 

Documents

Consider-

ation/

amount of 

loan

Short

levy

Nature of objection

1.
II and 
Vadodara IV.

3 90.37 4.37 Though agreements contain 

possession, it was treated as 

2. DC (VoP) 
Gandhinagar, 

Chanasma,

Padra and 
Santrampur

14 11.08 0.64 The executors had transferred 

as agreement to sell, partition 

deed though the possession of 

transferred.

3.
III,

and Surat III

3 5.82 0.29 Though the recitals of these 
documents indicated that these 
documents were executed for 

of the documents.

Total 20 107.27 5.30

`

Registration fees on such documents are also 

ad valorem on the amount of the 

III and Vadodara IV.
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5.12 Leakage of revenue in the form of stamp duty and registration 

fees on Sale Deeds

We noticed from the 

recitals of a document 

(Document No. 2747 

dated 25th

executed at Alkapuri 

in Vadodara registered 

Vadodara I) that 

had received full 

consideration for sale 

of the properties from 

the Developers on the same date on which an ‘Agreement for Sale’ (Document 

them. However there was no reference in the document No. 2747 whether the 

` 38.72 crore in 
67

`

2011).

We recommend the Government to issue instructions to the Department

for invariably verifying the stamping and registration of the reference 

documents mentioned in the deeds/instruments executed by the parties 

particularly in those cases where records have been computerised.

consideration stated in the document, whichever 

is higher. Further as per the explanation to the 

the execution of the agreement.

67

Vadodara II, III, IV , Wagra
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5.13 Non-realisation of stamp duty and registration fees due to 

non-registration of documents

During test check of 

68

that in 75 cases, recitals 

of the documents 

indicated the execution 

of another document, 

registration of which 

registration fees were levied on previous occasion, in one case the agreement to 

sale was not registered and in one case, the recitals of document indicated that 

Registrars did not detect the cases where execution of another document was 

` 1.25 crore.

Section 17 of the Registration Act, 1908 provides 

value of `

of his functions, if it appears that such instrument 

68
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5.14 Short levy of stamp duty and registration fees on lease deed 

due to incorrect computation

During test check of 

69

in 11 documents 
of lease deeds that 
either the recurring 

the lease holders had 

premium amount did 
not include the value 
of superstructure on 
lease hold land for 

Of these, in 10 cases, 
recurring charges such 

were not included in 
average annual rent 
and in one case, value 
of super structure was 

` 46.34 lakh.

5.15 Short levy of stamp duty due to undervaluation of properties

During test check of 

Collector (Valuation 
70, and 

71

noticed that the market 

was determined 

documents registered 

of lease for the amount or value of the average 
annual rent reserved. Further, in case where the 

or premium or advance as set forth in the lease 

under explanation II thereon, when a lessee 

Government revenue, landlord’s share of cess, or 

forth in the document presented for registration 

same to the Collector (VoP) for determining the 

69

70 Gandhinagar and Rajkot I
71

Vadodara I, III and IV
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` 82.18

(` in lakh)

Sl. No. Location No. of 

documents

Short

levy

Nature of irregularity

1. DC (VoP) 
Gandhinagar, 

III, V, 
Ankleshwar, 

Vadodara I, 
III, IV

34 48.37 jantri72

for determining market value of the 

Consideration set forth in these 
documents did not approximate the 

jantri.

2. 3 9.96 Jantri rates of agricultural land of 

referred the cases to DC (VoP), who 
ascertained the rates and forwarded 

did not take into consideration these 
rates. Non-consideration of the rates 

undervaluation.

3. DC (VoP) I 
Rajkot

1 3.62 DC (VoP) determined the market 

`

Registrar had proposed the market 
` 28.07 lakh 

jantri rates. 
Further, the receiver of gift had sold 

for consideration of `
2007.

4. Vadodara IV 4 3.33 While calculating market value of 
land, SR considered value of the 

plot and internal roads.

5.
III

6 11.78 Government of Gujarat has revised 
jantri rates from April 2007. While 

Registrar applied the market rate of 
the land at pre-revised jantri.

72
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5.16 Short levy of stamp duty due to application of incorrect rates

During test check of 

Collector (Valuation 
73 and 

74, it was noticed 

and April 2009 in nine 

` 5.55 lakh.

` 3.79 lakh in four cases and recovered ` 3.70 lakh in three cases. A report on 

determination of true market value of the 

on the date of registration of the document.

73 Gandhinagar, Surat and Vadodara I.
74 Nandod (Narmada), Palsana (Surat) and Valsad.
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5.17 Non-initiation of recovery proceeding for collection of arrears 

of revenue

During test check of 

the records of four 

(VoP)76

2008 for the period 

2007-08, we noticed in 

155 cases that CCRA 

had returned all the 

the applications were 

received late. On 

receipt of such cases, 

` 36.53 lakh. In other 

appeals in contravention of the provisions of the Act and remanded the cases. 

amount. This resulted in loss of revenue of ` 2.31 lakh.

` 18.64 lakh in 24 cases and recovered ` 9.86 lakh in seven cases. A report on 

from whom such amount is due, as arrears of land 

appeal75

(CCRA).

75

76



93

Chapter V Stamp duty and Registration fees

5.18 Non-observance of Government instructions on PoAs

Test check of the 

records of the seven 

Collectors77 and 10 

DDOs78

2008-09 revealed that 

in 70 cases, the revenue 

authorities had not 

forwarded the copies 

of PoAs presented as 

evidence in support of 

ownership of land for 

and registration fees involved in these cases worked out to the extent of ` 1.38

crore.

sale of land, receiving consideration, signing the 

77

78

Rajkot, Vadodara.
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OTHER TAX RECEIPTS

6.1 Results of audit

2009-10 and noticed short realisation of tax and other irregularities involving 

`

Sr.

No.

Category No. of cases Amount

(` in crore)

1 Entertainments tax 124 8.34

2 34 0.47

3 14 1.61

Total 172 10.42

` 37.33 lakh in 18 cases, of which two cases involving 

`

`

2009-10.

A few illustrative cases involving ` 34.21 lakh are mentioned in the following 
paragraphs.
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6.2  Audit observations

Assistant Electrical Inspector, we observed several cases of non-compliance of the 

provisions of the Gujarat Entertainments Tax Act, 1977, the Bombay Electricity 

Duty Act, 1958 (as adopted in the State of Gujarat) etc., and Government 

chapter. These cases are illustrative and are based on a test check carried out 

in audit each year; however, not only do the irregularities persist, but these also 

remain undetected till another audit is conducted in the next yea by us . There 

is need for the Government to improve the internal control system and internal 

audit so that such omissions can be detected, prevented and avoided in future.

ENTERTAINMENTS TAX

6.3 Non/short levy of entertainments tax and interest from cable 

operators

During test check of the 

records of Collectors, 

2008 for the period 

2007-08, we noticed 

had not paid tax 

connections79 and 

This resulted in non/

` 23.88 lakh includes interest of ` 3.23 lakh. 

` 23.88 lakh in 17 cases and recovered 

`

and antenna) Rules, 1993 provides that each 

operator has to register with the Department and 

challan

commencement of the succeeding quarter and 

rate of 24 per cent per annum.

79
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ELECTRICITY DUTY

6.4 Non-realisation of inspection fee

During test check 

of records of three 

Assistant Electrical 

Inspectors80

2009 we noticed that 

in 211 cases, though 

the inspections had 

inspectors, inspection 

fee for the period 

2006-07 to 2008-09 

within stipulated 

period. This resulted 

in non-realisation of 

inspection fee of ` 10.33 lakh.

` 7.47 lakh in 

170 cases and recovered `

80

According  to the provisions of the Indian 

required to inspect all high tension, extra high 

tension and medium voltage installations and 

including cinemas/theatres etc
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CHAPTER VII

NON-TAX RECEIPTS

7.1 Results of audit

and other irregularities involving ̀  1,638.42 crore in 156 cases, which fall under 

Sr.

No.

Category No. of cases Amount

(` in crore)

1. Interest Receipts (A review) 1 20.99

2. Receipts from Oil and Natural gas 3 1536.16

3. 152 81.27

Total 156 1,638.42

` 14.78 crore in 25 cases, of which three cases involving 

`

`

2009-10.

A review on the “Interest Receipts” involving ` 20.99 crore and few illustrative 

cases involving ` 19.15 crore are mentioned in the following paragraphs.
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INTEREST RECEIPTS

7.2 Interest receipts

Highlights

` 840.65 crore of loans 

` 84.03 crore were over 

due from municipalities, panchayati raj

` 586.80 crore and 

interest of `

(Paragraph 7.2.7)

`

`

(Paragraph 7.2.9)

transferred the interest of ` 28.03 crore earned on Government funds 

to the Government account. Further, in violation of the Financial Rules 

aggregating to ̀

` 3.70 crore.

 (Paragraph 7.2.10)

interest was found weak. In seven administrative Departments, we found 

Finance Department also did not ensure compliance of the instructions 

overdue interest of ` 512.45 crore from nine loanees.

(Paragraph 7.2.11)

The terms and conditions of loans aggregating to ` 315.90 crore granted 

i.e.

(Paragraph 7.2.13)
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Three cooperatives did not open escrow account in violation of the 

loan for achieving its projected goals. This resulted in non-realisation of 

interest of `

(Paragraph 7.2.15.1)

7.2.1 Introduction 

Interest receipts is an important component of non-tax revenue of the State 

(i) 81) maintained 

(ii)

etc., and

(iii)

etc.,

to time. 

7.2.2 Organisational set up

The Finance Department (FD), as the manager of the State revenues, is 

respect of transactions of State Government with Central Government and other 

Requests for loans and advances from the Departmental commercial 

81
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of the FD, administrative Departments sanction the loans and advances. The 

7.2.3 Audit objectives

whether the provisions of Gujarat Financial Rules and Departmental 

whether adequate internal control measures were in place to monitor 

7.2.4 Scope and methodology of Audit

Audit test checked records related to interest receipts for the period 

viz.,

Panchayat and Rural Housing, (vi) Ports 

and Transport (vii) Agriculture and Co-operation and (viii) Revenue 

7.2.5 Acknowledgement

The Indian Audit and Accounts Department acknowledges the co-operation 

of all the nine Departments for providing information and records to audit. 

the administrative Departments covered in review in August 2010 for their 

were discussed in the meeting and their response in the meeting and replies 

the review.

7.2.6 Financial performance 

and non-tax revenue. The comparison of interest receipts vis-a-vis total
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Interest receipts vis-a-vis State’s own receipts and non-tax revenue

 (` in crore)

Period Total revenue 

raised by the 

State

Non-tax

revenue

Interest 

receipts

Percentage of 

interest receipts 

to total revenue 

raised by the 

State

Percentage 

of interest 

receipts 

to non-tax 

receipts

2000-01 12,395.97 3,349.14 1,929.82 15.57 57.62

2001-02 13,895.12 3,760.94 1,594.30 11.47 42.39

2002-03 13,516.24 3,995.58 1,684.88 12.47 42.17

2003-04 14,445.39 3,271.96 897.12 6.21 27.42

2004-05 16,048.20 3,090.50 469.72 2.93 15.20

2005-06 19,051.48 3,353.37 130.91 0.69 3.90

2006-07 23,413.41 4,948.78 283.07 1.21 5.72

2007-08 26,494.88 4,609.31 329.88 1.24 7.16

2008-09 28,656.35 5,099.32 567.81 1.98 11.13

2009-10 32,191.94 5,451.71 419.44 1.30 7.69

Source

per cent to 57.62 per cent of non-tax revenue and 0.69 per cent 

to 15.57 per cent 

to Gujarat Urja Vikas Nigam Limited

7.2.7 Arrears of interest receipts

` 840.65 crore on loans advanced 

panchayati raj

these, principal of ` 586.80 crore and interest of ` 58.68 crore were outstanding 

Arrears of loan principal and interest

 (` in crore)

Year in which due Amount over due as on 31 March 2009

Principal Interest

586.80 58.68

2005-06 74.21 7.40

2006-07 51.87 5.18

2007-08 67.80 6.78

2008-09 59.97 5.99

Total 840.65 84.03

Source



104

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

corrective action due to which the overdue amount has accumulated further.

7.2.8 Trend of revenue

 (` in crore)

Period Budget

estimates

Actual

receipts

Variation 

(+) excess / 

(-) shortfall

Percentage variation 

(+) excess / 

(-) shortfall

2000-01 1,674.49 1,929.82 (+) 255.33 (+) 15.25

2001-02 1,837.45 1,594.30 (-) 243.15 (-) 13.23

2002-03 1,750.00 1,684.88 (-) 65.12 (-) 3.72

2003-04 1,973.84 897.12 (-) 1076.72 (-) 54.55

2004-05 2,299.90 469.72 (-) 1,830.18 (-) 79.58

2005-06 552.50 130.91 (-) 421.59 (-) 76.30

2006-07 169.95 283.07 (+) 113.12 (+) 66.56

2007-08 186.95 329.88 (+) 142.93 (+) 76.45

2008-09 207.00 567.81 (+) 360.81 (+) 174.30

2009-10 429.55 419.44 (-) 10.11 (-) 2.35

Source:

The respective administrative Departments did 

There was not much evidence of constructive interventions from the FD to 
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We recommend that the Government to get the budget estimates on interest 

receipts prepared in a more realistic method.

7.2.9  Absence of an effective mechanism for watching the credits/ 

debits given by Banks to State Government Account

records of Director of 

(DAT), Gandhinagar 
we noticed that 
the Government 
had not developed 
a mechanism for 

in the following paragraph.

`

`

` ` 111.19 
`

i.e.

Government could charge and recover interest of `

retention of Government revenue of ` 145.71 crore during different periods 
` 3.63 crore accrued 

in 206 cases.

(` in crore)

Name

of the 

defaulting

bank

Number of 

Districts

Number 

of cases

Government

receipts held 

by incorrect 

reporting and 

subsequently

adjusted

No of days 

for which the 

amount was held 

by the banks 

Interest 

chargeable

of India

17 147 100.95 1.55

9 59 44.76 2.08

Total 206 145.71 3.63
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`

` 2.75 crore, penal interest of ̀

of `

consequence of transaction so as to devise a proper mechanism. Further report 

We recommend the Government to consider development of a system for 

CAS, Nagpur. 

7.2.10 Lack of monitoring over remittance of Government money 

by Government Board/Authority

under Revenue 

Department, we 

noticed that during 

received funds from 

the State Government 

as well as from Asian 

State Government. 

These funds were 

interest of `

credited interest of ̀

account i.e.

` 2.98 crore. The notional loss of interest82 due to 

`

82 Notional loss of interest worked out at the rate of 5.5 per cent.

As per Rule 4 of the Gujarat Financial Rules 

of Government, either as dues of Government 

or for deposits, remittance or otherwise shall 

For implementation of projects and schemes, State 

Gujarat

to credit interest earned from such investments to 

Government account.
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that the loan instalments and interest are credited to Government account 

after its reconciliation with Project Implementing Agencies, which took some 

time. It was further stated that as per Section 33 (4) (c) of the Gujarat State 

transfer the funds into Government account. Further, Section 33(4) (c) authorises 

We recommend the Government to consider issuing instructions to all 

the administrative Departments to undertake a periodical review of the 

accounts of the Authority/Boards under them in order to ensure that 

7.2.11 Internal control

7.2.11.1 During test 
check of records of the 
seven Departments83

for 2004-09, we 

In respect of 

these administrative 

D e p a r t m e n t s , 

control mechanism 

and Petrochemicals 

Department) was 

not evolved to 

The Departments did not have even the minimum details regarding 

outstanding amount of loan and interest.

The loans and advances for different purposes 

etc.
As per the standard terms and conditions of 
loan sanction orders, the head of the concerned 

Departments to FD. Administrative Departments 
were also instructed to maintain a loan register.

83
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administrative Departments. While according the approval to the loans 

instructions.

7.2.11.2 For the purpose of the implementation of various social schemes, 

the terms and conditions as mentioned in the sanction order. 

During test check of records related to loans of the concerned administrative 
etc. for the period 2004-09, we noticed that 

 (` in crore)

Name of the loanee Administrative

Department

Amount

of loan 

sanctioned

Sanctioned

during

Amount

of interest 

overdue as on 

31 March 2009

Narmada, Water 
Resources, Water 

143.19 1985-86 to 
2005-06

121.22

Development

1.47

Loan)

1980 to 
1990

2.50

Gujarat Rural Industrial 3.64 1979 to 
2001

6.05

2.29 1990 to 
2009

0.65

Gujarat State Land 
Development
Corporation

Agriculture and 
Co-operation

17.16 1980 to 
2002

33.44

Agriculture Produce Agriculture and 
Co-operation

3.30 1973 to 
2009

0.84

Gujarat State 
Handloom and 
Handicraft Corporation

15.88 1976 to 
2006

14.12

Gujarat State Financial 
Corporation

592.81 2003-04 to 
2008-09

326.70

Gujarat Agro Industries 
Corporation Ltd.

Agriculture and 
Co-operation

7.00 1999-2000 6.9384

Total 512.45

84
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of GAICL valued ` 7.40 crore to Home Department and to adjust the same 

against outstanding loans of ` 7 crore. Further, Government vide Agriculture 

dated 13 August 2010 decided to waive loan of ` 7 crore alongwith interest. 

was incurring loss since inception. Gujarat State Financial Corporation could 

The FD stated (June 2010) that administrative Departments are keeping the 

records of loans and interest. As such, there is no special mechanism in Finance 

the electronic mechanism with reference to interest on loans and investments. 

We recommend the Government to develop a control mechanism for 

prompt recovery of loans and interest. Government may also review the 

performances of the loanees with reference to the achievement of goals set 

out for the Boards, Corporations.
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7.2.12 Short payment of interest on loans by the GUVNL

During test check of 

2004-09, we noticed 

State Government 

No. 1803 and 1804 of 
` 381.61 crore. The 

these loans accrued 
from the deemed 
date of release i.e.

the moratorium period 
of these loans started 
from 1 April 2005. 

from the deemed date 

of interest worked out to ` 20.99 crore. 

The administrative Department as well as FD failed to detect the omission and 
.

the deemed date of release i.e.

recovered the interest from the loanee. 

Financial Restructure Plan (FRP) to the Gujarat

Urja Vikas Nigam 

outstanding loans of ` 842 crore for a period of 

FRP, the Government converted outstanding loan 

vide
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7.2.13.1 A mention 

was made in the Report 

of the Comptroller 

and Auditor General 

(Revenue Receipts) 

Government of 

Department, i.e.

Department. Further, loan of `

issued resolution in April 2010 deciding the terms and conditions for loan of 

` 1.75 crore sanctioned from 1998-99 to 2004-05. However, terms and conditions 

for the loan of `

7.2.13.2

noticed that rate of interest in respect of loan of ` 170 crore provided to the 

The Ports and Transport Department stated (June 2010) that the Government 

of the Corporation was critical. It was further stated that conversion of loan into 

7.2.13.3

` 50 crore to Alcock Ashdown (Gujarat) Limited, 

` 2.10 crore calculated at the rate of 15 per cent per 

annum85

As per the provisions laid down under Rule 71(i) 

grant of a loan shall while sanctioning a loan, 

interest etc. in the loan sanctioning order.

85
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7.2.13.4 ` 4.50 crore to Gujarat State Handloom 

retirement scheme, of which ` 3.50 crore was released in August 2003 and 

`

11 per cent

the notional loss of interest worked out to ` 2.71 crore.

added that instructions are issued to the administrative Departments to review 

We recommend the Government to consider establishing a system for 

of loans.

7.2.14 Non-recovery of loans and interest from PSUs under 

winding up

Gujarat State Fisheries 

D e v e l o p m e n t 

Corporation Limited 

(GSFDC) and Gujarat 

State Construction 

Corporation Limited 

(GSCC) are under 

process of winding 

(` in crore)

Sl.

No.

Name of 

the PSU

Amount

in credit 

with GSFS

as on 31 

March 

2009

Outstanding

of loan 

received 

from State 

Government

by the PSU

Interest accrued on the loans 

received from the State 

accounts of the PSU)

Accounts

available

Amount of 

accrued interest 

outstanding

1 GSFDC Ltd. 2.03 2.29 1998-99 1.00

2 GSCC Ltd. 1.28 9.63 2007-08 14.72

Total 3.31 11.92 15.72

` 3.31 crore, 

The Gujarat State Financial Services Limited 

their two schemes, viz., liquid deposit scheme 

(LDS) and inter corporate deposit (ICD) scheme, 
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as management of these companies as well as that of GSFS are with the State 

Government.

7.2.15 Non-recovery of loan and interest due to irregular sanction

7.2.15.1 During

Director of Sugar 

for the period 2004-

09, we noticed that 

for the purpose of 

strengthening the 

of these sugar 

cooperatives, the State 

Government prepared 

loan of ̀ 30.11 crore to 

them. The conditions 

to the said loan inter

alia provided that the 

after a moratorium of 

per cent. It was also stipulated 

that an escrow account87

Agriculture and Co-operation Department 

operative Development Corporation (NCDC) 

sanction of a working capital loan of ` 50 

crore for three sugar co-operative societies86 in 

the State. The NCDC sanctioned and released 

`

interest rate of nine per cent. The loan was 

three equal instalments commencing from the 

` 47.60 

crore and interest of `

2006. A mention was made in the Report of the 

Comptroller and Auditor General of India for the 

86

87
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We further noticed that with respect to NCDC loan, principal of ` 42.67 crore 

and interest of `

loan, out of total ̀  9.89 crore due, principal of ̀ 3.60 crore and interest of ̀ 3.87

not open escrow account in violation of the terms and conditions of the loan. 

resulted in non-realisation of interest of `

support loans.

Agriculture and Co-operation Department is reviewing the working of all these 

7.2.15.2 During test 

check of the records of 

the District Registrar, 

Co-operative Societies 

for 2004-09, we 

paid ` 71.49 lakh 

` 1.43 crore towards 

principal and ` 1.06 

crore towards interest. 

No further amount 

was recovered from 

non-realisation of Government dues of ` 2.49 crore. 

7.2.16 Conclusion

interest receipts revealed that Government has not developed a mechanism 

NCDC sanctioned (August 1995) a loan of ` 2.15 

Taluka Gandhinagar. 

Government after State Government furnished 

instalments starting from 1999-2000. The loan 

of 17.75 per cent.
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Departments. In case of Government Companies/Corporations under winding 

up or closure, the Government did not ensure the settlement of their loans and 

7.2.17 Summary of recommendations

development of a system for day to day cross checking of daily receipts 

cash position as reported by the CAS, Nagpur;

issuing instructions to all the administrative Departments to undertake a 

periodical review of the accounts of the Authority/Boards under them in 

order to ensure that Government money is not retained by them without 

develop a control mechanism for prompt recovery of loans and interest. 

Government may also review the performances of the loanees with reference 

to the achievement of goals set out for the Boards, Corporations.

MINING RECEIPTS

7.3  Other audit observations

non-compliance of the provisions of the Mines and Minerals (Development and 

Regulation) (MMD&R) Act, 1957, the Mineral Concession (MC) Rules, 1960, 

the Mineral Conservation and Development Rules, 1988, the Gujarat Minor 

Mineral (GMM) Rules, 1966 framed by the State Government in exercise of the 

other rules as mentioned in the succeeding paragraphs in this chapter. These 

cases are illustrative and are based on a test check carried out in audit. Such 

year; however, not only do the irregularities persist, these remain undetected 

till an audit is conducted in the next year. There is need for the Government to 

improve the internal control system and internal audit so that such omissions 

can be detected and prevented in future.
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7.4 Recommendations

District Geologists should ensure that full dead rent is received 

Department should take strict action to stop illegal manufacturing 

7.5 Non/short levy of royalty and non-realisation of arrears of 

royalty

7.5.1 During test 
check of the records 
of four District 
Geologists89 for the 
period 2003-04 to 

that in 41 cases, the 

on minerals removed 
from leased area even 

returns from lease 
holders. Out of these 
cases, in case of two 

was issued without 

` 1.66 crore. 

` 1.65 crore in 39 cases and recovered 
`

7.5.2 During test check of the records of three District Geologists90

respect of each lease for major/minor mineral. 

simple interest at the rate88

assets of the lease/licence holder.

88 24 per cent per annum upto 7.10.2007 and 18 per cent per annum thereafter.
89

90 Jamnagar, Junagadh and Surat.
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minerals, machineries etc

realisation of Government dues of ` 13.16 crore. 

` 13.16 crore in 1069 cases and recovered `

7.6  Loss of revenue due to non-adherence of conditions of lease 

sanction order

Test check of the 

records of District 

the period 2007-08 in 

that Government of 

Gujarat granted a 

lease in respect of 

land admeasuring 

384.96.18 hectares 

Amod, Taluka Amod 

D e v e l o p m e n t 

Corporation Limited 

(lessee) for mining of 

lignite for a period of 

Act/Rules/Government instructions to keep watch on non-agriculture use of 

compliance of the condition of the sanction order of the lease resulted in loss 

of revenue in the form of conversion tax of ` 75.84 lakh and non-agricultural 

assessment of ` ` 77.74 lakh. 

empowers the State Government to sanction the 

lease of major minerals with prior approval of the 

the Collector for such non-agricultural (NA) use 

rate in advance. Non-agricultural assessment 

permission of the Collector.
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7.7 Non/short levy of dead rent

During test check of 

11 District Geologists92

for the period 2003-04 

that in 371 cases, the 

levied less dead rent 
resulting in non/short 

` 1.37 crore.

` 1.06 crore in 252 cases and recovered 
`

at the rate91

91 24 per cent per annum upto 7.10.2007 and 18 per cent per annum thereafter.
92

Surendranagar, Vadodara and Valsad
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7.8 Non-realisation of royalty due to non-observance of provisions 

of Act/Rules

During test check of 

records of the District 

for the period 2007-08 

noticed that Gujarat 

executed (April 2002) 

an agreement with 

lease holder of silica 

sand) to lift and sell 

silica sand excavated 

of mining on work 

after lapse of six months from the cancellation of leases. The Department did 

` 1.07 crore. 

empowers the State Government to grant lease 

approval of the Central Government. The 

Act also empowers the State Government to 

terminate the mining lease on request of the 

Central Government. The lease holder is required 

six months of sanction of lease. The conditions of 

month for its removal from leased area.
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7.9 Non-levy of royalty on illegal mining and manufacturing of 

bricks due to lack of co-ordination

During cross check of 
the records of three 
District Geologists93

with records of 
respective District 

(DDOs) for the period 
2006-07 to 2007-08, 

2009 we noticed 
that the DDOs had 
detected 208 cases 
of illegal mining and 
manufacturing of 

their jurisdiction. 
However, these cases were not transmitted to concerned District Geologists for 

such illegal mining activities to the mineral administration in the State. Lack 

` 53.44 lakh including 
` 20.80 lakh. 

93 Jamnagar, Surat and Vadodara.

required from the Collector for using agricultural 

period. Also, registration with the Geologist is 

` 10,000 for the 
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7.10 Loss of revenue due to inoperative mining leases

During test check of 

the records of District 

Geologists, Junagadh 

the period 2006-

07 to 2007-08 in 

June 2008, we noticed 

that in 106 cases, the 

leases of major and 

minor minerals were 

i n - o p e r a t i v e 

Geologists did not 

initiate action to 

regularise the non-operation or discontinuation of the mining operation. This 

indicated weak internal control mechanism in respect of inspection of leases 

leading to non-detection of inoperative leases and consequent shortfall in 

` 40.40 lakh. 

` 9.23 lakh in 35 cases. A 

Rules provides that where a lease holder fails 

to undertake mining operations for a period of 

or discontinued the operation of mining for a 

of lease deed or discontinuance of mining. As 
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7.11  Non/short levy of surface rent

During test check of 
the records of four 
District Geologists95

for the period 2006-07 

that in 39 cases, the 

had either not levied or levied short surface rent of ` 17.20 lakh. 

` 4.92 lakh in 16 cases and recovered 
`

(Dr. P. MUKHERJEE)

Ahmedabad, Principal Accountant General 

The (Commercial & Receipt Audit)

Gujarat

Countersigned

(VINOD RAI)

New Delhi, Comptroller and Auditor General of India

The

rent on the area of land leased to him for mining 

activities, at such rate not exceeding the land 

attracts simple interest at the rate94

94 24 per cent per annum upto 7.10.2007 and 18 per cent per annum thereafter.
95


	Preface
	Overview
	Chap_1
	Chap_2
	Chap_3
	Chap_4
	Chap_5
	Chap_6
	Chap_7

