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

Chapter 8 – Non-Tax Receipts


CHAPTER 8

NON-TAX RECEIPTS


Test-check of the records of the following departments conducted during 2001-2002 revealed under-assessments and loss of revenue as indicated below:

(Rupees in crore)
	Sl.
No.
	Nature of irregularity
	No. of cases
	Amount


	I.
	INDUSTRIES AND COMMERCE DEPARTMENT
	
	

	
	Mines and Minerals
	
	

	
	1.  Short levy of royalty
	10
	0.78

	
	2.  Non-remittance of seigniorage fee
	10
	18.14

	II.
	FINANCE AND PLANNING DEPARTMENT
	
	

	
	Non-recovery of Guarantee Commission
	1
	119.93

	III
	REVENUE DEPARTMENT
	
	

	
	Commercial Taxes
	
	

	
	1.  Short levy of cess
	67
	45.72

	
	2.  Incorrect grant of exemption
	7
	0.06

	
	3.  Other irregularities
	33
	80.73

	IV.
	AGRICULTURE AND CO-OPERATION DEPARTMENT
	
	

	
	1.  Non-collection of Fundamental Rule (FR) costs
	24
	2.23

	
	2.  Non-collection of audit fee
	18
	18.18

	
	3.  Short collection of centage charges
	1
	0.26

	
	4.  Arbitration cases/execution petitions 
	8
	44.71

	
	5.  Non-realisation of assets of liquidated societies 
	3
	0.53

	
	6.  Mis-appropriation cases 
	3
	1.42

	
	7.  Other irregularities
	4
	1.39

	V.
	FOOD, CIVIL SUPPLIES AND CONSUMER AFFAIRS DEPARTMENT
	
	

	
	1.  Receipts relating to civil supplies department 
	1
	25.35

	
	2.  Loss of revenue due to non-observance of general procedure
	32
	1.16

	VI.
	ENVIRONMENT, FORESTS, SCIENCE AND TECHNOLOGY DEPARTMENT
	
	

	
	Forests 
	
	

	
	Injudicious fixation of assessed quantity of abnus leaves
	3
	0.12

	
Total
	225
	    360.71


During the year 2001-2002, the department accepted under-assessments etc., of Rs 80.88 crore in 33 cases of which 17 cases involving Rs 77.88 crore were pointed out in audit during the year 2001-2002 and the rest in earlier years.  Out of this an amount of Rs 63.90 crore in 12 cases was collected.

A few illustrative cases involving Rs 224.68 crore are mentioned in the following paragraphs.

A.        
FOOD, CIVIL SUPPLIES AND CONSUMER AFFAIRS DEPARTMENT


Keeping in view the requirement of food security, availability at fair price and proper distribution conditions of essential commodities, Government of India brought out the Essential Commodities Act, 1955, as amended from time to time and the State Government issued the Andhra Pradesh Control Orders with a view to curb profiteering in scarce resources/commodities and secure their equitable distribution and availability at fair prices.

(a)
Non-realisation of expenditure on salaries of staff deputed to A.P. State Civil Supplies Corporation

Government by an order( dated 3 June 1982 accorded sanction for creation of one post of Deputy Tahsildar and one post of attender for each of the 304 taluks in the State in connection with extension of Public Distribution System to village level.  Expenditure on these posts was to be initially debited to the Consolidated Fund and later to be reimbursed by the Corporation.  The Corporation paid the expenditure incurred upto 1994-95 only.  From 1995-96 onwards no payments were made by the Corporation towards these establishment charges.  When the fact was brought to the notice of the department, it was stated that they were collecting the details of expenditure incurred on salaries from the Corporation.  However, when contacted, Corporation stated that they had called for details from the Civil Supplies department.  It was also intimated that the Corporation was making a provision on the base figures of 1994-95 (Rs 1.20 crore) every year in their account.  For want of detailed demand from the department, the payment could not be made.  As a result, an amount of Rs 7.20 crore remained to be realised from the Corporation for the period 1995-96 to 2000-2001, calculated at the rate of provision made by the Corporation, the actual amount to be demanded not being known to department.

When this was brought to notice (January 2002), the department replied that the details of demand and payments would be obtained from the corporation and the result intimated to audit.

(b)
Non-collection of differential cost of sugar, rice, wheat etc.

Under the Essential Commodities Act, 1955, Government is empowered to revise the price of essential commodities from time to time.  Whenever prices  of essential commodities like sugar, rice and wheat are increased by Government, concerned Revenue Mandal Inspector/Village Administrative Officer is required to take inventory of stock held by the fair price shop dealers and send the inventory report to the District Collector/Joint Collector and the differential cost of the stock held by the fair price shops shall be collected by the concerned officials and amounts remitted to Civil Supplies Department.

It was seen (May 2000 to January 2002) from the records of seven( District Supply Officers that an amount of Rs 32.16 lakh was pending realisation from 1996-97 to 2000-2001 on account of differential cost of essential commodities.  The department had not taken any action to realise these amounts.

On this being pointed out (between May 2000 and January 2002) two District Supply Officers, stated (May 2002) that an amount of Rs.5.35 lakh was collected and other District Supply Officers replied that action would be taken to collect the amount.

(c) 
Security Deposits collected not forfeited to Government Account

Under Andhra Pradesh Schedule Commodities Dealers (Licensing and Distribution) Orders, 1982, every dealer in order to carry on business shall procure licences on payment of prescribed fee and security deposits.  These licences shall be valid till the date of expiry and fresh licence shall be obtained before its expiry.

Licences may be renewed if application for renewal is received within one month of its expiry subject to payment of prescribed fee.  However, if an application for renewal of licence is made after one month, the licence ceases to be valid and entire security deposit made under shall be forfeited.

Test-check of records of one( Chief Rationing Officer and 5( District Supply Officers (between October 2000 and December 2001) revealed that an amount of Rs 49.44 lakh received in the shape of National Savings Certificates and National Defence Certificates from 9331 licensees during the period from 1976 to 2001 were not realised though the licences were not got renewed and these Certificates had matured during the period 1976 to 2001.  

On this being pointed out (December 2000 to February 2002), the District Supply Officers and Chief Rationing Officer, replied that action would be taken to forfeit the amount in respect of dealers who had not got their licences renewed.  However, Chief Rationing Officer, Secunderabad replied that NSC( bonds valued Rs 1.02 lakh were submitted to the Post Master, General Post Office, Hyderabad in November, 1999 but the amount was not realised so far.  The Postal Department expressed its difficulty in processing the bulky work belonging to very old period due to shortage of staff.  The department did not take timely action for encashment of these certificates.  As such the revenue due could not be realised. 

(d)
Non-realisation of administrative charges 

As per Government of India, Ministry of Food, New Delhi, letter No.167(22)/90-PYI dated 22 October 1992, Food Corporation of India, has to pay Administrative charges @ Rs 1.60 per quintal to State Government on procurement of rice for central pool with effect from 1 November 1992.

Test check of the records of Commissioner of Civil Supplies revealed that an amount of Rs 3.80 crore was due to be collected from the Food Corporation of India for the year 1995-96 towards administrative charges.  The FCI informed the Commissioner (October 2001) that these charges may be adjusted with M/s. AP Civil Supplies Corporation as some amount is recoverable from them by the FCI.  However, the Department had not accepted (August 2002) the contention of Food Corporation of India and requested Food Corporation of India to pay the amount to the Department and the Civil Supplies Corporation would pay their dues direct to Food Corporation of India.  However, the fact remains that this amount still stands unrealised by the State Government.

The matter was reported to Government in May 2002 and their reply is awaited (January 2003).

B.       
INDUSTRIES AND COMMERCE DEPARTMENT
Director of Mines and Geology

Mines and Minerals


The Industries and Commerce department ordered( in October 1994 that seigniorage fee collected on minerals under the provisions of Mines and Mineral (Regulation and Development) Act, 1957 be credited to the Consolidated Fund of the State and then transferred to local bodies separately at the rates prescribed.

During the course of audit of three( offices of Assistant Directors of Mines and Geology and office of Executive Engineer, Tribal Welfare, Eturunagaram (Warangal district) it was noticed (between August 2001 and March 2002) that Rs 2.15 crore recovered from bills of contractors by local bodies and Government departments towards seigniorage fee in respect of material used in the works, was not remitted to Government account.

On this being pointed out in audit (between August 2001 and March 2002), 
Rs 13.68 lakh was remitted by one Municipality (Madanapalle) and Executive Engineer, Tribal Welfare, Eturunagaram.  In respect of other cases it was stated by the concerned Assistant Directors that the matter would be pursued with Municipal authorities to remit the amount.  Further report has not been received (January 2003).

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


Under Rule 64-A of Mineral Concession Rules, 1960, belated payments of royalty beyond sixtieth day from the due date attract interest at 24 per cent per annum.

During the course of audit of offices of Director of Mines and Geology, Hyderabad and Assistant Director of Mines and Geology, Nalgonda, it was noticed (July and December 2001) that interest amounting to Rs.5.20 lakh was short levied on account of belated payment of royalty which ranged between 
7 months to 1 year.

On this being pointed out in audit (July/December 2001), Assistant Director of Mines and Geology, Nalgonda, replied that lessee had paid Rs 11.46 lakh on 26 June 2000 which was adjusted towards royalty arrears of Rs 11.07 lakh first although Rs.11.09 lakh was pending on account of interest arrears also.  Interest was calculated only till 25 June 2000, since thereafter, the entire amount of royalty dues were taken as adjusted.  This incorrect adjustment resulted in loss of interest of Rs.1.96 lakh till March 2001. In the other case, the department included the short demand in the assessment for the year 
2000-2001.

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

C.        FINANCE AND PLANNING DEPARTMENT

(Finance Wing)

Government of Andhra Pradesh accords guarantees for loans raised by Government companies, corporations, cooperative institutions and other public enterprises.  Government have prescribed( rate of guarantee commission chargeable at half percent per annum or two percent for the entire guarantee period.

(i)
Non-collection of guarantee commission

A test check (between April and June 2001) of the records revealed that guarantee commission of Rs.112.92 crore on principal amount was not recovered from the following institutions.

(Rupees in crore)

	Sl. No.
	Name of the Institution
	Guaranteed amount
	Guarantee commission to be recovered

	1.
	Energy Department
	
	

	(a)
	A.P. Generation Corporation (APGENCO) (with effect from 1 February 1999) 
	815.62
	16.32

	(b)
	A.P. Transmission Corporation (APTRANSCO) (with effect from 1 February 1999)
	2335.88
	46.72

	2
	Agriculture and Cooperation Department
	
	

	
	A.P. State Co-operative Bank(APCOB) block guarantee to NABARD
	2300.00
	46.00

	3
	Municipal Administration and Urban Development Department
	
	

	(a) 
	Municipal Corporation of Hyderabad (MCH)
	13.87
	0.28

	(b)
	Municipal Corporation of Vijayawada
	32.87
	0.66

	(c)
	Tirupati Municipality 
	48.12
	0.96

	4
	Industries and Commerce Department
	
	

	
	A.P. Industrial Development Corporation, Hyderabad 
	55.00
	1.10

	5
	Social Welfare Department
	
	

	(a)
	A.P. Scheduled Caste Co-operative Finance Corporation (APSCCFC)
	30.15
	0.60

	(b)
	A.P. Scheduled Tribe Co-operative Finance Corporation(APSTCFC)
	7.00
	0.14

	6
	Revenue Department
	
	

	
	A.P. Geetha Parisramika Sahakara Arthika Sangam (APGPSAS)
	6.97
	0.14

	
Total
	5645.48
	112.92


On this being pointed out, in three cases Government recovered a total sum of (Rs.63.71 crore in the case of AP GENCO/AP TRANSCO in energy department, Municipal Corporation of Hyderabad in Municipal Administration and Urban Development Department and AP Scheduled Caste Co-operative Finance Corporation in Social Welfare Department during 2001-2002. The Municipal Administration and Urban Development Department in the case of Tirupathi Municipality and Industries and Commerce Department in the case of AP Industrial Development Corporation raised a total demand of (Rs 2.06 crore.  Reply in other cases is awaited.

(ii)
Short collection of guarantee commission

According to the guidelines(, guarantee to be stood by Government should cover only principal portion of loan and not interest that may accrue for an unspecified period.  It will be for the financing institution to safeguard the interest portion by arrangement with the borrower.  It was, however, observed that in contravention of the guidelines, guarantees were issued for principal and interest even in case of block guarantees for unspecified period, and as such the commission was chargeable on entire amount, for which guarantees were given.

During test check of the records of Industries and Commerce department and Environment, Forests, Science and Technology Department (between 
April and June 2001), it was seen that the Government stood guarantee for an amount of Rs.472.02 crore in favour of AP State Finance Corporation and AP Forest Development Corporation but charged the guarantee commission of Rs.4.16 crore on the principle amount of Rs.252.36 crore only.  This resulted in a short realisation of guarantee commission of Rs.4.73 crore.

(iii)
Absence of provisions relating to time frame for payment of guarantee commission

As per the guidelines, administrative departments of Secretariat were made responsible for prompt recovery of prescribed guarantee commission, but no time frame for collection was prescribed.

(iv)
Non-maintenance of records

As per the guidelines, each administrative department should maintain a separate register showing details of guarantees given and a separate file for each institution to which guarantee has been given should be maintained.

It was observed that administrative departments had not maintained any record except files relating to issue of Government orders to stand guarantees.  Finance Department is yet to prescribe proforma and records to be maintained in administrative departments to assist in exercising proper checks over guarantees issued and guarantee commission due.  Non-maintenance of records/files for each of the guarantees given indicates lack of required control over performance of the institutions and lack of effective measures at government level for recovery of guarantee commission.

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

D.
REVENUE DEPARTMENT

      Commissioner of Commercial Taxes

Under Andhra Pradesh Rural Development Act, 1996, a cess at the rate of 5 per cent is to be levied on purchase of paddy and cashewnuts for crediting into a fund constituted under the Act to enable Government to provide financial assistance for development of rural areas in the State.

(i) 
The cess payable by millers to the State was, to be reimbursed by the Food Corporation of India (FCI).  However, from October 1996 onwards FCI while procuring rice has been including the element of R.D. cess in their purchase price for eventual realisation of it by Government from millers.  Commissioner of Commercial Taxes, A.P., had accordingly issued instructions in 1997 to all CTOs to obtain information from FCI fortnightly and take necessary steps to collect R.D. cess from millers.

From the information furnished (January 2002) by FCI it was noticed that as against an amount of Rs.259.46 crore paid by FCI  as RD cess to millers during the year 2000-01, an amount of Rs.210.36 crore only was paid to the Government.  Thus the millers had evaded the payment of cess of Rs.49.10 crore and the department failed to enforce collection.

On this being pointed out to Government (February 2002) Government called for (March 2002) report from the Commissioner of Commercial Taxes.  Further report has not been received (January 2003).

(ii) 
During the course of audit of 50( circles, it was noticed (between July 2000 and February 2002) in 1296 cases, that instead of levying and collecting cess on the total purchase of paddy by millers, the department limited it to the value of paddy corresponding to levy rice sold to FCI.  The cess payable on the balance paddy corresponding to sale of levy free rice within and outside the state was either exempted or was adjusted towards subsidy, which was not provided for in the Act.  Even then, Government had prescribed( procedure for payment of subsidy through budgetary allocation.  Due to violation of the Act and adoption of incorrect procedure for assessment, there was a short levy of RD cess of Rs 43.90 crore.

On this being pointed out in audit (between July 2000 and February 2002), the Commissioner of Commercial Taxes replied (April 2002) that no budgetary allocation was made by Government for payment of subsidy on value of paddy involved in levy free sale of rice.  It was further stated that millers were not willing to pay cess on quantum of paddy involved in levy free sale of rice since they were not receiving any subsidy.   Hence, the matter was referred to Government to take a decision on subsidy component.

The reply of the Commissioner is not tenable since there is no provision in the Act to adjust subsidy payable to assessee from the tax due from them.  As such adjustment towards subsidy does not have approval of the Legislature.  Hence it is not valid.

The above matter was referred to the Department (February/April 2002) and to the Government (June 2002).  No response was received from them 
(January 2003)
E.
AGRICULTURE AND CO-OPERATION DEPARTMENT

Commissioner of Co-operation


Commissioner of Co-operation and Registrar of Co-operative Societies, Andhra Pradesh issued instructions( in January1996 prescribing levy of centage charges at the rate of 3.5 per cent of the value of civil works carried out under the jurisdiction of the Co-operative Department towards cost of preliminary survey, technical approval, scrutiny of bills, final valuation etc.  The charges were to be included in the estimated value of construction/acquisition of buildings.

During the course of audit of Registrar of Co-operative Societies, Andhra Pradesh, Hyderabad it was noticed (October 2001) that civil works valued Rs.11.86 crore were carried out under the supervision of engineering branch during the years 1999-2000 and 2000-2001.  As against Rs.41.92 lakh due to be collected towards centage charges, only an amount of Rs.19.60 lakh was collected and Rs.22.32 lakh is pending collection.

On this being pointed out in audit (October 2001), Commissioner of Co-operation and Registrar of Co-operative Societies stated (March 2002) that the matter is being pursued.

The above matter was referred to the Government (June 2002).  No response was received from them (January 2003).
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( G.O.Ms. No.250 Food and Agriculture (CST-II) department dated 3 June 1982


(  Chittoor, Eluru, Kakinada, Khammam, Karimnagar, Nellore and Nizamabad


(   Secunderabad


( Karimnagar, Krishna, Mahaboobnagar, Prakasam and Vizag


( National Savings Certificate


( G.O.Ms.No.404 Industries and Commerce Department dated 5 October 1994


(  Chittoor, Rajahmundry and Vijayawada


(  G.O.M.S. No.17 Finance & Planning(Finance wing-W&MI) Dept. dt. 22 January 1981


( AP TRANSO/AP GENCO Rs.63.04 crore + Municipal Corporation of Hyderabad, Hyderabad Rs.0.07 crore + APSCCFC Rs.0.60 crore


( Tirupathi Municipality Rs.0.96 crore + APIDC Rs 1.10 crore 


( G.O.Ms No.17 Finance and Planning (Finance wing W & MI) Dept., dated �      22 January 1981


(	Akividu; Ambajipeta; Bhimavaram; Bhongir; Chirala; Eluru; Gudivada; Lalapet, Patnam Bazar -Guntur; Charminar, Rajendranagar, Saroornagar -Hyderabad; Jadcherla; Kamareddy; Kasibugga; Kurnool-I; Machilipatnam; Mandapeta; Mangalagiri; Miryalaguda;   Nandyal I; Narasannapeta; Narsapuram; Narasaraopeta;  Nellore-II & III; Nidadavole; �Nizamabad I & III;  Parchuru; Parvathipuram; Peddapally; Peddapuram; Piduguralla; Ramachandrapuram; Sangareddy;  Siddipeta; Suryapeta; Tadepalligudem; Tanuku I & II; Gandhi chowk, Morrispet -Tenali; Krishna lanka, Sivalayam Street-Vijayawada; Vinukonda; Vuyyuru;  Vizianagaram (South);  Fort Road-Warangal;  Warangal   


( G.O.Ms.No.734 Revenue (CT II) Dept. dated 6 September 1997


( RC No.22744/95 C3 dated 9 January 1996
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