Audit Report (Revenue Receipts) for the year ended 31 March 2002

Chapter 3 – State Excise Duties




Test-check of records of State Excise offices conducted during the year 
2001-2002 revealed non-levy of duties, fees, etc., and other losses of revenue amounting to Rs 11.48 crore in 67 cases which broadly fall under the following categories:

(Rupees in crore)

	Sl.
No.
	Nature of irregularity
	No. of cases
	Amount

	1. 
	Short levy of annual licence fee/excise duty
	10
	1.49

	2. 
	Non/Short levy of interest on arrears of excise revenue/belated payments
	19
	7.09

	3. 
	Short collection of tree tax
	8
	0.08

	4. 
	Loss of revenue due to incorrect cancellation of licences/irregular refund of licence fee
	14
	1.96

	5. 
	Non-collection of 10% of licence fee for inclusion/exclusion of partners
	2
	0.18

	6. 
	Loss due to low yield of rectified spirit
	2
	0.26

	7. 
	Loss of revenue due to excess transit/storage wastage of extra neutral alcohol/rectified spirit
	5
	0.05

	8. 
	Other irregularities
	7
	0.37

	
Total
	67
	11.48


During the year 2001-2002 the department accepted under-assessments etc., of Rs 24.15 lakh in 24 cases, of which 5 cases involving Rs 8.19 lakh were pointed out during the year 2001-2002 and the rest in earlier years.   Out of this, an amount of Rs 11.74 lakh in 19 cases was realised.

A few illustrative cases involving Rs 1.41 crore are mentioned in the following paragraphs.

Under Rule 25 of Andhra Pradesh Indian Liquor and Foreign Liquor Rules, 1970, annual licence fee payable by licencees under various categories depends upon population of the village/town/city where the licenced premises are located.

During the course of audit of two( offices of Prohibition and Excise Superintendents, it was noticed in 2 cases (February 2002), that annual licence fee in respect of 9 shops was collected at a lower rate for the years 1998-99 to 2000-2001 applicable to village areas, though the areas were termed as out-growths of a municipality and also included in municipal wards.  In another case, adoption of incorrect population figures resulted in erroneous fixation of licence fee at lesser rates in respect of a shop during 1998-99 to 2000-2001.  Thus there was short levy of licence fee of Rs 1.18 crore.

On this being pointed out in audit (February 2002) Prohibition and Excise Superintendent, Khammam replied that areas within one km from periphery of municipality were treated as part of the municipalities and for the remaining parts of the outgrowth areas, the municipal area rates were not charged.  Reply is not tenable as the villages were incorporated into the municipalities and are shown as such in the census records of 1991 and hence the rate applicable to the municipality has to be adopted.  Prohibition and Excise Superintendent, Mahaboobnagar stated (February 2002) that the licence was cancelled.

The above matter was referred to the Department (between 
January 2002 and April 2002) and to the Government (July 2002).  No response was received from them (January 2003).

Under Andhra Pradesh Indian Liquor and Foreign Liquor Rules, 1970, transfer of licence and inclusion/exclusion of partners into/from an existing licence can be allowed with the sanction of Commissioner of Prohibition and Excise on payment of fee of 10 per cent of licence fee chargeable.  It was further clarified( by the Commissioner that whenever character of a licenced entity changes due to proposed inclusion/exclusion or both of partners in an existing licence, the case is considered as transfer of licence and prior sanction of the Commissioner must be obtained.

During the course of audit of two offices( of Prohibition and Excise Superintendents, it was noticed (January/March 2002) that ten per cent of licence fee was not collected in respect of 23 licences during the year 
2000-2001 though there was change in entity of the licence as the sole "proprietorship" was changed to "partnership".  This resulted in loss of revenue of Rs 18.37 lakh.

On this being pointed out in audit (January/March 2002) it was replied that 10 per cent of licence fee was not collected in the above cases, as the said transfers had taken place prior to the issue of (September 2000) clarification by the Commissioner.   The reply is not tenable as the provision was very clear as per the extant rules.

The above matter was referred to the Department (between 
April 2002 and May 2002) and to the Government (June 2002).  No response was received from them (January 2003).


According to the approved excise policy of Government for toddy for the years 1999-2000 and 2000-2001, tree tax was to be levied and collected on actual consumption (utilization) of trees subject to the minimum of 75 per cent of ration (number of trees allotted).

During the course of audit of five( offices of Prohibition and Excise Superintendents, it was noticed (between March 2001 and February 2002) that tree tax for the years 1999-2000 and 2000-01 was collected on actual consumption of trees where it was less than 75 per cent instead of at the minimum of 75 per cent of trees rationed as prescribed.  This resulted in short collection of tax of Rs 5.12 lakh.

On this being pointed out in audit (between March 2001 and 
February 2002), the Prohibition and Excise Superintendents, Nizamabad, East Godavari and Warangal stated (between June 2002 and August 2002) that 
Rs 1.46 lakh was collected; the other Excise Superintendents replied that action would be taken to collect the amount.  Further reports have not been received (January 2003).

The above matter was referred to the Department (between December 2001 and April 2002) and to the Government (June 2002).  No response was received from them (January 2003).
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