Audit Report (Revenue Receipts) for the year ended 31 March 2003
Chapter VII - Other Tax and Non-Tax Receipts


Test check of the records of the following Departments conducted during 2002-2003 revealed under-assessments and loss of revenue as indicated below:

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


	1
	REVENUE DEPARTMENT
	
	

	
	Commercial Taxes
	
	

	
	A. Profession Tax
	
	

	
	1.  Non/short levy of tax
	99
	0.75

	
	B.  Entertainments Tax and Betting Tax
	
	

	
	1.  Non/short levy of show tax and entertainments tax
	35
	1.11

	
	2.  Non-levy of interest/penalty
	6
	0.25

	
	3.  Short collection of security deposit
	36
	0.43

	
	4.  Other irregularities
	12
	0.30

	
	C.  Rural Development Cess
	
	

	
	1.  Incorrect grant of exemption/application of rate of tax
	4
	0.04

	
	2.  Non/short levy of tax
	75
	62.45

	
	3.  Non-levy of Penalty
	12
	0.32

	
	4.  Other irregularities
	17
	5.28

	2
	INDUSTRIES AND COMMERCE DEPARTMENT
	
	

	
	A.  Director of Sugar and Cane Commissioner
	
	

	
	1.  Non-collection of Purchase Tax
	2
	3.64

	
	2.  Non-levy of Penalty
	3
	0.66

	
	B.  Mines and Minerals
	
	

	
	1.  Short levy of royalty
	3
	3.92

	
	2.  Non-remittance of seigniorage fee
	18
	10.20

	
	3.  Non-forfeiture of security deposit
	3
	0.03

	
	4.  Non/short levy of dead rent/Stamp duty
	4
	0.31

	
	5.  Short levy of interest and penalty on dispatch of minerals
	5
	0.11

	
	6.  Incorrect grant of refund in quarry lease
	1
	0.01

	
	7.  Non-action on seized quarries
	1
	0.27


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


	3
	ENERGY DEPARTMENT
	
	

	
	Chief Electrical Inspector to Government
	
	

	
	Non-collection of Electricity duty, interest and fee for inspection
	2
	1.30

	4
	AGRICULTURE AND CO-OPERATION DEPARTMENT
	
	

	
	1.  Non-collection of Fundamental Rules (FR) cost
	14
	2.14

	
	2.  Non-collection of audit fee
	14
	13.11

	
	3.  Non-realisation of assets of liquidated societies 
	3
	2.75

	
	4.  Misappropriation cases 
	2
	2.98

	5
	FOOD, CIVIL SUPPLIES AND CONSUMER AFFAIRS DEPARTMENT
	
	

	
	1.  Non-renewal of bank guarantee
	2
	0.05

	
	2. Loss of revenue due to non-observance of general procedure
	13
	1.05

	6
	ENVIRONMENT, FORESTS, SCIENCE AND TECHNOLOGY DEPARTMENT
	
	

	
	Forests 
	
	

	
	1. Injudicious fixation of assessed quantity of abnus leaves
	1
	0.01

	
	2.  Loss of revenue due to reauction of beedi leaves
	1
	0.24

	
	3.  Short collection of Income tax/Sales tax
	1
	0.03

	
	4.  Loss of revenue due to non-extraction 
	1
	1.93

	
	5.  Loss of forest produce due to fire
	2
	0.03

	
	6.  Non-disposal of bamboo cuts
	2
	0.06

	
	7.  Detected/Un-detected forest offence cases
	7
	1.03

	7
	MUNICIPAL ADMINISTRATION AND URBAN DEVELOPMENT DEPARTMENT
	
	

	
	Non-payment of royalty charges by local bodies
	1
	59.86

	Total
	402
	176.65


During the year 2002-2003, Departments accepted under-assessments etc., of Rs.2.90 crore in 101 cases, of which nine cases involving Rs.0.60 crore were pointed out in audit during the year 2002-2003 and the rest in earlier years.  Out of this, an amount of Rs.0.21 crore in 10 cases was realised.

A few illustrative cases involving Rs 115.39 crore are mentioned in the following paragraphs.

A.   REVENUE DEPARTMENT

Commissioner of Commercial Taxes

Entertainments tax and Betting tax

Under Section 10(1) of Andhra Pradesh Entertainments Tax Act, 1939, if tax payable is not paid within the time specified, proprietor of a theatre shall pay in addition to such tax, interest at the prescribed rate.

During the course of audit of six Entertainments Tax Offices,( it was noticed that tax of Rs.1.06 crore was either not paid within the specified dates or not paid at all by nine assessees.  However, interest of Rs.6.22 lakh was not levied by the Assessing Authority.

On this being pointed out, the Department recovered between May 1999 and April 2002 an amount of Rs.1.59 lakh in four cases.  Balance of Rs.4.63 lakh is yet to be collected (January 2004).

The above matter was referred to the department between March 2000 and December 2002 and to the Government in June 2003. No response was received from them (January 2004).

In order to generate funds for creating infrastructure facilities in rural areas, Andhra Pradesh Rural Development Act, 1996 (R D Act) was enacted with effect from 31 December 1995.

Under Section 7 of the Act, cess shall be levied and collected at the rate of five per cent advolerem on the quantum of first point purchase of paddy and cashew nuts.  Collections so made are to be constituted under Section 8 ibid as Andhra Pradesh Rural Development Fund (RD Fund) which shall vest in a Board and be spent for the purposes specified under Section 9 of RD Act exclusively.

Cess is payable by millers/dealers on paddy purchases made from them.  However, on value of paddy involved in levy sales of rice to Food Corporation of India (FCI) as per advice of Government of India (GOI) FCI paid the cess component to Commercial Taxes Department from 30 December 1995 to 
30 September 1996 and to dealers from 1 October 1996 for being paid to Commercial Taxes Department in turn.

7.3.1
Non-creation of Rural Development Fund for achieving objectives under RD Act

Out of Rs.1112.61 crore paid by FCI from 31 December 1995 to 
31 March 2002 the department realised only Rs.1004.62 crore.  Evasion by dealers of the amount received from FCI was commented upon in the report of the Comptroller and Auditor General of India for the years 2000-01 and 
2001-02.  As of March 2002 the Department was still to realise the balance of 
Rs.107.99 crore.  

Moreover, RD Fund as envisaged under RD Act was not constituted as of 
31 March 2002, although Rs.1004.62 crore was collected, despite a comment on this lapse in the report of Comptroller and Auditor General of India for the year 2000-01.

Evidently, inspite of collection of Rs.1004.62 crore, non-creation of RD Fund defeated the objective of enactment of RD Act.

The above matter was referred to the Government in June 2003. No response was received from them (January 2004).

7.3.2
Short levy of rural development cess

During the course of audit of 41( circles it was noticed that in 1,213 cases, instead of levying and collecting cess on the total purchase value of paddy by millers, the department limited it to levy rice sold to FCI only.  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.  Due to violation of the Act and adoption of incorrect procedure for assessment there was a short levy of Rs.50.81 crore.

On this being pointed out in audit, the Commissioner of Commercial Taxes stated that millers were not willing to pay the 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. 

The above matter was referred to the Government in June 2003.  No response was received from them (January 2004).

B. MUNICIPAL ADMINISTRATION AND URBAN DEVELOPMENT DEPARTMENT

Director of Municipal Administration

According to standing order 11-A of erstwhile Board of Revenue, if a local body getting its supply of water free of charge from a government source, sells such water for non-domestic purposes, it should pay to the Government 
one-third of the total amount realised by it every year from such sale.

Mandal Revenue Officers are required to watch the collection and remittances of such revenue into government account and watch recoveries through Demand Collection and Balance registers.

A test check of records of two mandal revenue offices and information obtained from six Municipal Corporations revealed that water valued at Rs.179.99 crore was sold for non-domestic purposes.  A sum of Rs.59.99 crore due to government though collected was not remitted to government account as detailed below.

(Rupees in crore)

	Sl.
No.
	Name of the Local body
	Period
	Amount of water charges realised for non-domestic purposes 
	Amount to be paid by the Local body towards Royalty (1/3rd of the total amount realised) 

	1
	Municipal Corporation, Guntur
	1 April 1999 to 
31 January 2003
	2.01
	0.67

	2
	Municipal Corporation, Hyderabad 
(M/s HMWSSB
)
	1 April 1999 to 
31 December 2002
	172.81
	57.60

	3
	Municipal Corporation, Rajahmundry
	1 April 1999 to 
30 September 2002
	0.24
	0.08

	4
	Municipal Corporation, Vijayawada
	-do-
	2.57
	0.86

	5
	Municipal Corporation, Warangal
	1 April 1999 to 
31 December 2002
	1.80
	0.60

	6
	Municipal Corporation, Kurnool
	1 April 1999 to 
31 December 2002
	0.16
	0.05

	7
	Municipalty, Eluru
	1 April 1999 to 2001-02
	0.04
	0.01

	8
	Municipalty, Khammam
	1 April 1998 to 
2001-02
	0.36
	0.12

	Total
	179.99
	59.99


The Mandal Revenue Officers, Eluru and Khammam stated that the matter would be pursued with the Municipalities concerned.  Final reply has not been received in respect of other cases (January 2004).

The above matter was referred to the Government in June 2003.  No response was received from them (January 2004).

C. INDUSTRIES AND COMMERCE DEPARTMENT

DIRECTOR OF MINES AND GEOLOGY

Mines and Minerals


7.5.1
According to the Petroleum and Natural Gas Rules, 1959, and orders issued thereunder, a lessee shall pay royalty at the rate prescribed per metric tonne of crude oil obtained.

During the course of audit of Deputy Director, Mines and Geology, Kakinada, it was noticed from the monthly returns filed by M/s Oil & Natural Gas Commission (ONGC), a lessee for mining oil and natural gas, that a quantity of 248276.244 MTS was taken for assessment as against a quantity of 265751.525 MTS of oil actually despatched during the year 2000-2001 resulting in short levy of royalty of Rs.1.49 crore on a quantity of 
17475.281 MTS of crude oil not taken to assessment.

On this being pointed out in audit, it was replied that the matter would be examined.  Further report has not been received (January 2004).

The above matter was referred to the Government in June 2003.  No response was received from them (January 2004).

7.5.2
During the course of audit of the same office it was also noticed from the assessment for the year 1999-2000 in respect of M/s ONGC that royalty was realised at pre-revised rate.  The assessment was not revised subsequently resulting in short levy of Rs.1.00 crore.

On this being pointed out in audit, the Deputy Director stated that amount would be recovered after revising the assessment for 1999-2000.

The above matter was referred to the Department in March 2003 and to the Government in June 2003.  No response was received from them 
(January 2004).


The Industries and Commerce Department ordered in October 1994 that seigniorage fee
 collected on minerals under the provisions of Mines and Minerals (Development and Regulation) 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 five( offices of Assistant Directors, one( office of Deputy Director of Mines and Geology and A.P. State Police Housing Corporation, Hyderabad it was noticed that Rs.2.04 crore recovered by local bodies etc., from work bills of contractors towards seigniorage fee in respect of material used in the works was not remitted to government account.

On this being pointed out in audit, A.P. State Police Housing Corporation stated in October 2002 that an amount of Rs.2.25 lakh was recovered.  The other officers stated, between November 2001 and November 2002 that the matter would be pursued with municipal authorities.  Further reports have not been received (January 2004).

The above matter was referred to the Department between July 2002 and March 2003 and to the Government in June 2003.  No response was received from them (January 2004).
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7.5	Short levy of royalty on crude oil





7.6	Non-remittance of seigniorage fee








(	Guntur (Sambasivapet), Hyderabad (Ashoknagar, M.J.Market, Musheerabad), Kothagudem and Visakhapatnam (Autonagar)


(	Adoni-II, Akividu, Ambajipet, Bhimavaram, Bhongir, Chittoor-II, Eluru, Gudivada, Guntur(Kothapeta), Hyderabad (Nacharam, Saroornagar), Janagaon, Kakinada, Kamareddy, Karimnagar-I, Kurnool-II, Machilipatnam, Mancherial, Madanapalli, Medak, Miryalaguda,  Nalgonda-II, Nellore, Nidadavole, Nirmal, Nizamabad-I, Nizamabad-III, Palkole, Parchoor, Peddapalli, Piduguralla, Rajahmundry (Alcotgardens), Sangareddy, Sattenapally, Secunderabad (Malkajgiri), Siddipet, Tanuku-II,  Tenali (Morrispet), Vijayawada(Benz circle and Krishnalanka) and Vuyyur


�	Hyderabad Metro Water Supply and Sewerage Board


�	Seigniorage fee is a fee charged by the owner of minor minerals from those to whom he gives the concession to remove them


(	Ananthapur, Karimnagar, Mancherial, Nellore and Ongole


(	Kakinada
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