Audit Report (Revenue Receipts) for the year ended 31 March 2004

Chapter VIII - Non-Tax Receipts



Test check of the records of the following departments conducted during the year 2003-2004 revealed under assessment and loss of revenue amounting to Rs 318.37 crore in 443 cases which broadly fall under the following categories.

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

	I.
	INDUSTRIES AND COMMERCE DEPARTMENT

Mines and Minerals

	
	1.
Non-remittance of seigniorage fee
	20
	16.06

	
	2.
Short levy of Royalty
	1
	0.15

	
	3.
Conversion of DDs into challans not accounted for
	1
	0.02

	
	4.
Non-inclusion of demands in mineral re-assessments of Coal
	1
	101.72

	
	5.
Short collection of prospecting licence fee
	2
	0.03

	
	6.
Abnormal delay in grant of renewal
	1
	0.02

	
	7.
Other irregularities
	5
	0.03

	II
	FINANCE AND PLANNING DEPARTMENT 

	
	1.
Non-recovery of interest 
	1
	46.98

	III
	REVENUE DEPARTMENT

Commercial Taxes (Rural Development Cess) 

	
	1.
Non/short levy of tax
	340
	9.54

	
	2.
Other irregularities
	7
	68.78

	IV
	AGRICULTURE AND CO-OPERATION DEPARTMENT 

	
	1.
Misappropriation cases pending finalisation
	2
	6.65

	
	2.
Arrears in collection of audit fee
	4
	3.52

	
	3.
Pending executive petitions involved
	1
	0.02

	
	4.
Non-realisation of FR & Foreign Service cost
	11
	0.82

	V
	FOOD, CIVIL SUPPLIES AND CONSUMER AFFAIRS DEPARTMENT 

	
	1.
Non-remittance of sale proceeds of seized stocks
	2
	0.53

	
	2.
Differential cost of wheat, Rice, Sugar to be remitted
	2
	0.84

	
	3.
Non-renewal of Bank Guarantee obtained for release of goods confiscated
	1
	0.08


(Rupees in crore)

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

	
	4.
Non-disposal of 6A cases
	1
	0.10

	
	5
Non-collection of differential cost of Kerosene Oil
	2
	0.01

	
	6.
Seizure of essential commodities - non-disposal and non- remittance of amounts into Government account
	1
	0.01

	
	7.
Non-remittance of amount realised on sale of ration cards
	1
	0.01

	
	8.
Non-collection of cost of ration cards
	1
	0.06

	
	9.
Traders' security deposits lapsed to be remitted to Government account
	1
	0.01

	VI
	ENVIRONMENT, FORESTS, SCIENCE AND TECHNOLOGY DEPARTMENT
Forest

	
	1.
Non-realisation of revenue in detected/undetected forest offence cases
	7
	0.27

	
	2.
Sale of beedi leaf - 2002 season
	1
	0.72

	
	3.
Non-realisation of amounts due to Timber remained unsold
	1
	0.02

	
	4.
Loss due to fire - non-realisation
	1
	0.04

	
	5.
Loss of revenue due to non-collection of Bank Guarantee on collection charges and Non-forfeiture of security deposit 
	3
	0.13

	
	6.
Un-intended benefit to the purchaser
	1
	3.15

	
	7.
Review on forest offences cases
	17
	33.07

	VII
	MUNICIPAL ADMINISTRATION AND URBAN DEVELOPMENT DEPARTMENT

	
	1.
Non-remittance of royalty towards water charges from Hyderabad Metro Water Supply & Sewerage Board
	2
	23.32

	
	2.
Non-collection of interest on water supply charges
	1
	1.66

	Total
	443
	318.37


During the year 2003-04, the department accepted under-assessments etc., of Rs 105.91 crore in 29 cases of which 25 cases involving Rs 105.52 crore were pointed out during the year 2003-04 and the rest in earlier years.  An amount of Rs 66.23 lakh in seven cases were recovered during the year.

A few illustrative cases and a review on Forest Offences involving Rs 107.44 crore are mentioned in the following paragraphs.
A.
ENVIRONMENT, FORESTS, SCIENCE AND TECHNOLOGY DEPARTMENT

(Forests)


Highlights

Increased expenditure on vigilance did not yield corresponding result towards receipt from forest offence cases.

[Paragraph 8.2.6]

Non-disposal of undetected offence cases resulted in loss of revenue of 
Rs 7.41 crore.

[Paragraph 8.2.8]

Beat inspections failed to prevent illicit felling of timber and red sanders resulted in loss of Rs 21.72 crore.

[Paragraph 8.2.9]

Irregular compounding of offences resulted in loss of revenue of Rs 1.07 crore.

[Paragraph 8.2.12]

Confiscated material valued Rs.2.06 crore was not transported to Government Timber depot leading to natural decay.

[Paragraph 8.2.15]

8.2.1
Introduction 

The protection and management of forests in Andhra Pradesh are governed under Andhra Pradesh Forest (APF) Act, 1967, Andhra Pradesh Forest Offences (Compounding and Prosecution) Rules (APFO-C&P Rules), 1969 and Andhra Pradesh (Protection of Trees and Timber in Public Premises) Rules (AP-POT&TIPP Rules), 1989.

Under the A.P - POT&TIPP Rules, no person shall do or attempt to do or cause to be done in public premises( the following acts.

· felling, girdling, lopping, tapping or burning of any trees,

· stripping of the bark or collecting leaves or otherwise damaging a tree,

· removing any produce from such trees existing in public premises,

· damaging, altering, removing any fence or live hedge fence,

· Obstruction to forest officers or his staff in preservation, reproduction and disposal of trees, timber, fuel, fodder and any other usufruct thereof.

When a forest offence is booked a preliminary offence report is prepared giving details of the seized forest produce and the same is kept in the safe custody. A report of seizure of the forest produce shall be submitted immediately to the next superior officer as well as Divisional Forest Officer (DFO).  An enquiry into a forest offence shall also be held by an officer not below the rank of ‘Deputy Range Officer’ or ‘Forester’. As a result of an inquiry, offence is compounded if the accused is willing to pay compensation and if he is not willing, prosecution is initiated. In cases where the offender is not known, the forest produce is seized and transported to Government Timber Depot (GTD) for disposal.

Under the APF Act, the forest offence is compounded at the rate of fifty rupees if it is of a trivial nature, more than five times of value of produce if it is released to accused and more than four times of value of produce if it is confiscated to State.

8.2.2
Organisational set-up

At the Government level, the general superintendence vests with the Environment, Forests, Science and Technology Department headed by the Principal Secretary.  The Principal Chief Conservator of Forests (PCCF) is the head of the Department.  He is assisted by three Additional Principal Chief Conservators of Forests (APCCF), nine Chief Conservators of Forests (CCF) and six Conservators of Forests (CF) in Administration of the APF Act. The State is divided into 12 circles.  These circles are further divided into 104 divisions comprising 53 territorial and 51 functional divisions which are headed by Deputy Conservator of Forests (DCF)/DFOs. The divisions are sub-divided into Ranges each headed by a Forest Range Officer (FRO). The Ranges are further divided into Sections each under charge of a Section Officer and Sections are further divided into Beats each looked after by a Forest (Beat) Guard. There are 15 Flying Squad Parties (FSPs) and 35 Forest Protection Parties (FPP) and 108 Check Posts under the charge of APCCF (Vigilance).

8.2.3
Audit objectives 

A test check was conducted with a view to ascertain the adequacy and efficiency of the machinery for:

· Detection,  investigation and finalisation of forest offence cases;

· Proper accounting and disposal of seized material and compounding of offences; and

· Internal control mechanism regarding forest offences.

8.2.4
 Scope of audit

A review of forest offences was conducted from August 2003 to 
March 2004 and records of 21( Forest Divisions out of 53 Divisions for the years 1998-99 to 2002-03 were test checked. The findings are given in succeeding paragraphs.

8.2.5 
Trend of receipts

The revenue realised during the years 1998-99 to 2002-03 is given below:

(Rupees in crore)

	Year
	Budget Estimates
	Actual
	Short fall

2-3
	Per centage of shortfall

	(1)
	(2)
	(3)
	(4)
	(5)

	1998-99
	129.40
	100.60
	(-) 28.80
	(-) 22.26

	1999-00
	129.15
	84.60
	(-) 44.55
	(-) 34.49

	2000-01
	129.43
	83.37
	(-) 46.06
	(-) 35.58

	2001-02
	99.75
	46.20
	(-) 53.55
	(-) 53.68

	2002-03
	117.23
	71.10
	(-) 46.13
	(-) 39.34


Short fall in actuals ranged between 22.26 per cent to 53.68 per cent during the years 1998-99 to 2002-03. The receipts during 2002-03 came down by 29.32 per cent when compared to the receipts of 1998-99. Government stated in October 2004 that the shortfall in achieving the target was due to non lifting of red sanders wood by a Japanese firm, to whom it was sold.  The extraction of bamboo and timber could not be taken up in other years due to non-approval of working plans by Government of India.

8.2.6 
Receipt from forest offences and expenditure on vigilance vis-à-vis forest receipts
(Rupees in crore)  

	Year
	Total receipts of Depart-ment
	Receipts from the Forest Offence cases
(Compounding fees, fines etc.)
	Expendi-ture on vigilance
	Per centage of Receipts
(Col.2)
	Per centage of expenditure
(Col.2)
	No. of offence cases booked during the year

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

	1998-99
	100.60
	6.04
	0.34
	6.00
	0.34
	30,205

	1999-00
	   84.60
	8.61
	0.58
	10.17
	0.68
	29,260

	2000-01
	   83.37
	6.11
	0.54
	7.33
	0.65
	30,763

	2001-02
	   46.20
	6.54
	1.13
	14.16
	2.45
	28,796

	2002-03
	   71.10
	7.26
	1.15
	10.21
	1.62
	46,532


A comparison of receipt from forest offence cases booked and expenditure on vigilance indicated that increased expenditure on vigilance by 238 per cent during the period could not reduce the forest offence cases as it grew by 
54 per cent.  Increase in vigilance expenditure did not help in reducing the forest offences.

Government stated in October 2004 that increase in expenditure on vigilance was on account of measures taken for prevention of offences such as having secret informers, increase in patrolling and strengthening of wireless and other communication systems.  Reply is not tenable as there is an increase in number of offence cases as well as illicit felling, which is highlighted in para 8.2.9.

8.2.7 
 Position of forest offence cases 
The position of number of offence cases pending in the State during the years 1998-99 to 2002-03 is given below:
	Year
	Opening Balance
	Additions during the Year
	Disposal during the year
	Closing Balance

	
	OR(
	UDOR
	OR
	UDOR
	OR
	UDOR
	OR
	UDOR

	1998-99
	12,241
	6,687
	21,698
	8,507
	20,932
	7,965
	13,007
	7,229

	1999-00
	13,007
	7,229
	23,127
	6,133
	17,646
	5,705
	18,488
	7,657

	2000-01
	18,488
	7,657
	25,849
	4,904
	24,956
	5,551
	19,381
	7,010

	2001-02
	19,381
	7,010
	21,568
	7,228
	23,639
	6,290
	17,310
	7,948

	2002-03
	17,310
	7,948
	33,659
	12,873
	*
	
	**
	

	*  Figures of disposal for the year 2002-03 are not readily available with the department.

**  Hence CB has not been struck down.


The number of offence cases booked and disposed off during the years 1998-99 to 2002-03 in 21 divisions test checked is given below:

(Rupees in crore)

	Year
	Opening balance
	Additions during the year
	Disposal
	Closing balance
(Cases pending in courts)
	Per centage of pending cases with total cases

	
	No. of cases
	value
	No of cases
	value
	No of cases
	value
	No of cases
	value
	No of cases
	value

	1998-99
	1,267
	1.18
	10,438
	6.99
	9,562
	6.04
	2,143
(1,618)
	2.13
(0.21)
	18.31
	26.07

	1999-00
	2,143
	2.13
	10,497
	6.86
	9,698
	6.02
	2,942
(1,731)
	2.97
(0.24)
	23.28
	33.04

	2000-01
	2,942
	2.97
	12,022
	9.34
	11,206
	8.53
	3,758
(1,849)
	3.78
(0.29)
	25.11
	30.71

	2001-02
	3,758
	3.78
	11,246
	8.17
	9,754
	6.22
	5,250
(1,983)
	5.73
(0.39)
	34.99
	47.95

	2002-03
	5,250
	5.73
	14,499
	11.12
	12,933
	9.27
	6,816
(2,138)
	7.58
(0.41)
	34.51
	44.99


The percentage of pending cases with respect to number of cases excluding cases pending in courts ranged between 4.49 and 23.71 per cent.

8.2.8
Non-disposal of undetected (UDOR) cases

When an undetected offence case is booked and timber or forest produce is seized by competent authority, the same is required to be ordered for confiscation and disposal after expiry of 30 days under the provisions of APF Act.

It was seen in audit of 18 Divisions that 32,161 cases involving an amount of Rs.48.28 crore were booked during the years 1998-99 to 2002-03. Out of these 4,547 cases for Rs 7.41 crore were pending disposal at the end of 2002-03 as detailed below:

	Year
	No. of  cases
	Value 
(Rupees in crore)

	1998-1999
	626
	0.90

	1999-2000
	602
	0.67

	2000-2001
	722
	0.91

	2001-2002
	1,022
	1.90

	2002-2003
	1,575
	3.03

	Total
	4,547
	7.41


Non-disposal of offence cases leads to pendency in disposal of material seized which may decay due to wear and tear resulting in loss of revenue in due course. Government stated in October 2004 that material worth Rs 6.04 crore was transported to Government Timber Depot leaving a balance of Rs 1.32 crore.  Further report on disposal of balance cases is awaited
(November 2004). 

8.2.9
Illicit felling of forest produce
According to a PCCF Circular( a forest guard shall inspect his beat thoroughly at least once in a week or 10 days.  However, vulnerable areas thereof shall be inspected more frequently.  Section Officers shall test-inspect all the beats in his section once in a month. Any felling detected during perambulation of beat shall be enumerated and recorded in the Beat Felling Enumeration Register (BFER). For material seized, cases shall be booked under undetected offence cases.

The prevention of forest offences is carried out through beat patrolling and its inspection by the Section/Forest Range Officers. The position of beats patrolled and inspected during the period from 1998-99 to 2002-03 
is as follows:

	Year
	No. of Guards
	No. of beats
	No. of beats patrolled
	Per centage of patrolling
	No. of Beats inspected
	Per centage of inspections

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

	1998-99
	1,192
	1,184
	1,261
	107
	1,304
	110

	1999-00
	1,233
	1,229
	1,287
	105
	1,337
	109


	Year
	No. of Guards
	No. of beats
	No. of beats patrolled
	Percentage of patrolling
	No. of Beats inspected
	Percentage of inspections

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

	2000-01
	1,255
	1,253
	1,356
	108
	1,418
	113

	2001-02
	1,243
	1,244
	1,404
	113
	1,470
	118

	2002-03
	1,233
	1,238
	1,401
	113
	1,445
	117


Though the Department had conducted 105 to 113 per cent of patrolling of beats and 109 to 118 per cent of inspections there was illicit felling of 14,444.952 cmt. of timber and 26,192 kgs of red sanders wood worth 
Rs 21.72 crore in 15 divisions during the period 1998-99 to 2002-03.

The Department had not examined the effectiveness of the patrolling of beats. Though the patrol covered 100 per cent beats, reporting of such large number of cases of illicit felling and smuggling and their finalisation as undetected cases shows that the patrolling was not effective.

After this was pointed out, it was stated that( illicit fellings were traced out only during inspection and two beat officers cannot prevent huge number of smugglers who are involved in the felling operation at a time and other measures being( inadequacy of staff, inadequate availability of vehicles and problem of extremists.  The PCCF also informed in October 2003 that disciplinary action would be initiated against the responsible field staff at various levels.  DFO, Rajampet stated in February 2004 that 27 officials were charge sheeted, five officials suspended and four smugglers were booked under Preventive Detection Act in view of the audit objections.  Thus there is a need for strengthening the vigilance and prevention mechanism.

Government stated in October 2004 that due to shortage of staff it is becoming very difficult for the beat officers to cover the large extents of open treasures(forests) without any lock and key.  Since large number of vacancies are existing in the Department, it had become very difficult to patrol the entire area.  It was further stated in November 2004 that though there was loss due to illicit fellings, revenue collection is more than 3 to 4 times.  The beat protection staff are not allowing wilful destruction of forests which is occurring due to certain socio-economic and conducive atmosphere prevailing in the interior areas.  The reply of the Government is not tenable since the patrolling of beats is conducted more than 100 per cent and the functions of the Department is to protect the forest.

8.2.10
Preparation of enquiry reports

When a forest offence is booked an enquiry shall be held by an officer not below the rank of a Deputy Range Officer/Forester. The position of enquiry reports (PORs) during the period 1998-99 to 2002-03 relating to 21 divisions 
test checked is as under:

	Year
	Opening Balance
	No. of New PORs
	Total
	No .of Enquiry reports finalised
	Closing Balance

	
	
	
	
	Within 15 days
	Within 3 months
	Beyond 3 months
	Total
	

	1998-1999
	3,426
	14,582
	18,008
	10,779
	1,889
	1,478
	14,146
	3,862

	1999-2000
	3,862
	14,838
	18,700
	10,851
	2,134
	1,593
	14,578
	4,122

	2000-2001
	4,122
	16,200
	20,332
	12,097
	2,243
	1,771
	16,111
	4,211

	2001-2002
	4,211
	15,176
	19,387
	11,496
	1,809
	1,445
	14,750
	4,637

	2002-2003
	4,637
	17,884
	22,521
	12,147
	3,267
	1,563
	16,977
	5,544


As could be seen from above 75 to 79 per cent of offence cases were finalised within 15 to 90 days leaving a balance of 21 to 25 per cent.

8.2.11
 Disposal of enquiry reports

On receipt of the enquiry reports from the FRO, orders are passed by the authorising officer (upto Rs.50,000 by FRO and beyond Rs 50,000 and cases of vehicles by DFO) either by compounding the offences or for confiscation.

No norms were prescribed for disposal of enquiry reports. The disposals made during the period 1998-99 to 2002-03 in respect of 21 divisions reveal that  disposal of detected cases were higher than the undetected cases whereas the monetary value involved in undisposed undetected cases was higher than detected cases (Annexure 'A').  Government stated in October 2004 that the disposal of detected cases is always higher than the undetected cases, because once the offender is known, the case can be disposed off within reasonable time either by way of collecting compounding fees or by prosecution.  Undetected offence cases occur generally in Teak Forest, Redsanders and other forest areas where the timber value is very high and some notorious smugglers' groups who are experts in felling and transport of the trees over night, take up the felling operations in the night times destroying large extents of forest areas and run away.  It is clear from the reply of the government that prevention mechanism needs to be strengthened to reduce the number of undetected forest offence cases, wherein high monetary value is involved.

8.2.12 
 Irregularities in compounding of offences
According to the APF Act, when a forest offence is detected the value of the forest produce is to be arrived at on the basis of Forest Schedule of Rates (FSRs) issued by the CF from time to time and the offence has to be compounded/finalised accordingly.

A few irregularities noticed in compounding of offences are detailed below:

· CF Adilabad while finalising the revised forest schedule of rates for the years 1998-99 to 2002-03 prescribed the rates for sand/morrum transported by Fast Moving Vehicle (FMV) at the rates of Rs 509, Rs 560, Rs 616, Rs 677.60 and Rs 678 respectively per 10 cmt instead of per cmt. It was noticed during review that in three( divisions of Adilabad Circle, 255 offence cases booked for removal of 6,937.20 cmt of sand/morrum were compounded for Rs 8.28 lakh instead of a minimum of Rs 100.56 lakh.  This resulted in loss of revenue Rs 92.28 lakh. 

After this was pointed out, PCCF has accepted the mistake in October 2003 and stated that the explanation of concerned would be called for and action taken for the lapse.  Government stated in November 2004 that the rates adopted were higher than the local market rates and hence there was no loss.  Reply of the government is not acceptable as the government is required to adopt the rates as per FSR, irrespective of the market rate.

· In six cases of four( divisions against Rs.15.31 lakh to be levied as compounding fee on 414 cmt of sand/morrum and 6.00 cmt timber only 
Rs 0.99 lakh was levied resulting in short levy of Rs 14.32 lakh during 1998-99 to 2002-03. 

Government replied in November 2004 that the morrum was not transported by the fast moving vehicles.  Forest floor is only dug for the purpose of removal of morrum and other stone metal for road lying purpose and in no case was any vehicle found or booked.  The reply of the Government is not acceptable since fast moving vehicle i.e., tippers were used and morrum was released for transportation as per panchanama.

8.2.13
 Non collection of compounding fee

Under the provisions of APFOC&P Rules, any offence case booked has to be compounded according to the value fixed in FSR and compounding fee shall be collected in full within one month.

It was noticed during review that 885 cases involving compounding fee of Rs.51.45 lakh  were pending in 18( divisions at end of March 2003. After this was pointed out Government stated in October 2004 that out of 885 cases, in 246 cases compounding fee of Rs 15.27 lakh has been collected from eight divisions( leaving 639 cases of Rs 36.18 lakh. Further reply is awaited (November 2004).

In Bhadrachalam (North) Division, 15 detected offence cases were compounded during 1998-99 to 2002-03 for Rs 5.78 lakh out of which only Rs 0.44 lakh was collected leaving a balance for Rs 5.34 lakh pending collection for one to five years. Government stated in November 2004 that action is under way for recovery of compounding fee.

8.2.14
Short levy of compounding fee

It was noticed during review that in 12 divisions there was short levy of compounding fee of Rs 7.51 lakh as detailed below:

(Rupees in lakh)

	Sl. No.
	Names of Divisions
	Period
	No. of cases
	Nature of Observation
	Short levy of compounding fee

	1.
	Karimnagar (East), Adilabad, Khammam and Paloncha 
(4 divisions)
	1998-99

to

2002-03
	35
	Value of produce was not assessed as per rates prevailing in FSRs which resulted in loss of compounding fee. 
	2.84

	2.
	Bhadrachalam (North), Karimnagar (East), Karimnagar (West), Jannaram, and Warangal (South)
 (5 divisions)
	1998-99

to

2002-03
	38
	The authorised officer compounded the offence at one time of the value of produce and released the seizures in favour of accused .
	2.82

	3.
	Karimnagar (West) and Warangal(South) 
(2 divisions)
	1998-99

to

2002-03
	19
	The value of the Forest Produce, detected in fast moving vehicles where there was no separate rate provided has to be increased by 15 per cent.  Compounding fee was levied without considering 15 per cent increase in value. 
	1.10

	4.
	Jannaram
	1998-99

to

2002-03
	9
	The compounding fee of Rs 1.22 lakh to be recovered in full only Rs 0.47 lakh was levied and realised. 
	0.75

	TOTAL
	7.51


Government stated in November 2004 in respect of Sl.No.2 of above table that in respect of certain short collection of fees, the concerned foresters who were responsible for deviations have since retired from service and notices have been issued to the individuals to recover the same from them.  It was further reported that the short collection of amounts in certain cases is under progress.  Further, in respect of Sl.No.3 it was stated that instructions were issued to the concerned to make good Rs 0.87 lakh and the recovery was under progress.  No reply was received from Government in respect of other items(November 2004).

8.2.15 
Non-transportation of seized/confiscated material to depots

Under the provisions of APF Act, where there is any forest offence committed in respect of any forest produce, such produce together with all tools and vehicles may be seized by Forest Officer or Police Officer.

The Authorised Officer may confiscate the forest produce so seized where he is satisfied that a forest offence has been committed and the order of confiscation is confirmed by the CF within thirty days. The material if confiscated to State has to be transported to Government Timber Depot immediately.

It was seen in audit that forest produce of Rs 2.06 crore was not transported to Government Timber Depot from the year 1998-99 to 2002-03 involving 1,326.6694 cmt timber, 3,351 poles, 1,424 cmt stone and 14,184 kg of red sanders wood in 18 divisions.( The material was lying on site and as such exposed to natural decay and vagaries of weather.  After this was pointed out, Government stated in October 2004 that 530.961 cmt timber, 1,525 poles, 1,424 cmt stone and 1,710 kgs red sanders wood worth Rs.94.88 lakh was transported to Government Timber Depot by nine divisions out of 18 divisions leaving a balance of material worth Rs 1.11 crore.  Further reply has not been received (November 2004).

· In Khammam Division it was observed that timber seized during the year 1998-99 to 2002-03 comprising 590 nos.of teak logs admeasuring 16.366 cmt. and 465 non-teak logs admeasuring to 19.082 cmt. valuing Rs.6.14 lakh was pending disposal. 
Government stated in October 2004 that material worth Rs 1.79 lakh was disposed off during sales held from October 2003 to March 2004. Further report on disposal of balance timber has not been received (November 2004).
8.2.16 
Conclusion/Recommendations

· Efficiency of beat inspection and vigilance may be examined in view of increasing trend of illicit fellings.

· Disposal of high value cases may be taken on priority.

· To protect revenue, disposal of confiscated goods be made without delay so that their condition is intact and fetch adequate returns.

Government accepted (October-November 2004) all the recommendations and agreed with the observations of audit.  However, practical difficulty was expressed with respect to the recommendation relating to speedy disposal of confiscated goods as it involved several statutory and legal formalities.

B.
INDUSTRIES AND COMMERCE DEPARTMENT

Mines and Minerals

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

During the course of audit of 11( offices of Assistant Directors of Mines and Geology it was noticed between September 2002 and March 2004 that seigniorage fee amounting to Rs 3.05 crore recovered between 1998 to 2002 by Municipalities, Corporations and local bodies from bills of contractors for the work done by them was not remitted to Government account.

After this was pointed out in audit, the Assistant Directors of Mines and Geology, Karimnagar, Medak and Chittoor stated between March and August 2004 that Rs 30.57 lakh was recovered.  Others replied that action would be taken to collect the seigniorage fee.  Further reports have not been received (November 2004).

The above matter was referred to Commissioner of Municipal Administration and Director of Mines and Geology between February 2004 and May 2004 and to the Government in June 2004.  No response was received from them (November 2004).

Rule 23(1) of Petroleum and Natural Gas Rules, 1959, prescribes that the royalty payable to State Government shall be increased by 10 per cent for a month or portion of a month during which it remains unpaid beyond the time specified.  According to orders of March 1992 of State Government sanctioning petroleum mining lease to Oil and Natural Gas Commission (ONGC) the royalty for a month is payable by seventh of following month.

During the course of audit of the Office of the Deputy Director of Mines and Geology, Kakinada it was noticed in February 2004 that royalty of Rs 1.54 crore for the despatches of crude oil made in August 2000 was paid by ONGC after a delay of 12 days.  Increased amount of royalty amounting to Rs 15.42 lakh chargeable at 10 per cent of the royalty on these despatches was not levied and collected.

After this was pointed out in audit, it was replied (February 2004) that the matter would be brought to the notice of Director of Mines and Geology.  Further report has not been received (November 2004).

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

C. 
MUNICIPAL ADMINISTRATION AND URBAN DEVELOPMENT DEPARTMENT

Director of Municipal Administration

According to Standing Order number 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.

During the course of audit of two( Mandal Revenue Offices (MROs) and according to the information furnished in April 2004(, by the Chief General Manager (Revenue), Hyderabad Metro Water Supply and Sewerage Board an amount of Rs 70.55 crore was collected towards sale of water for non-domestic purposes during the period 1998-99 to 2003-2004, but was not remitted to Government account.  One third of the amount payable to Government works out to Rs 23.52 crore.

After this was pointed out in audit, the MROs stated in May 2003 that action would be taken to collect the amount.  Further reply has not been received (November 2004).

The above matter was discussed with the Government in October 2004.  However, final reply as promised during discussion was not received 
(November 2004).

Irrigation and Command Area Development constructed a Summer Storage Tank between 1979 and 1981 at Samalkot for supplying water exclusively to three Industrial units.  According to the conditions of the agreement between an industrial unit( and Government, if the amount of the bill is not paid within 30 days from the date of receipts of the bill compound interest at 18 per cent on the demand is leviable.  However, Government reduced the rate of interest to 9 per cent for a part of the period i.e. 16 March 1991 to 31 July 1995 and directed that interest on belated payments during this period be levied from 21 November 1995 only as the bill for the demand upto July 1995 was issued in August 1995.

During the course of audit of office of the Executive Engineer, Public Health Division, Rajahmundry it was noticed in December 2003 that revised demand for interest payable for the period 16 March 1991 to July 1995 and demand for the period 1 August 1995 to 30 November 2003 was not raised.  The interest payable on delayed payments from April 1998 to November 2003 works out to Rs 1.34 crore.

After this was pointed out in audit, the Executive Engineer stated 
(September 2004) that the interest demand was communicated to the firm in August 2004.  Further report on collection has not been received 
(November 2004).

The above matter was discussed with the Government in October 2004.  Government confirmed the reply furnished by the Department.

D. FINANCE DEPARTMENT

Interest receipts on loans and advances granted by the State Government form a significant portion of non-tax revenue of the State.  Loans granted carry different rates of interest fixed by the sanctioning authorities and are required to be recovered within the stipulated periods along with interest.  In order to have better control and monitoring of loans, Government ordered in February 1996 that the Assistant Secretary to Government, Finance and Planning Wing shall be the Drawing and Disbursing Officer for all loans sanctioned by the Government to various Companies/Corporations/Organizations and shall maintain suitable loan and recovery ledger for watching the loan amount as well as interest.
A test-check of records of loans of Rs.177.80 crore sanctioned between April 1998 and March 2002 to various Corporations/Organisations under the control of three Departments( revealed that interest amounting to Rs 46.98 crore due 
at the end of March 2003 as detailed below was not paid by the loanee organizations. 

(Rupees in crore)

	Sl. No.
	Name of the organisation
	Year in which loan was granted
	Amount
	Rate of interest

(Per cent)
	Interest 
due

	1.
	District Co-op Central Bank Ltd. APCOB
	Between 1998 and 2001
	7.06
	Between 14.75 and 16.75
	2.54


(Rupees in crore)

	Sl. No.
	Name of the organisation
	Year in which loan was granted
	Amount
	Rate of interest

(Per cent)
	Interest 
due

	
	A.P. MARKFED
	Between 1999 and 2000
	6.00
	Between 12.5 and 16.75
	2.57

	2.
	Kadapa District Co-op Milk Producers Union Ltd. Proddutur
	During 1999
	5.55
	Between 14 and 15
	3.30

	
	A.P. State Meat and Poultry Development Corporation Ltd.
	Between 1999 and 2000
	3.64
	15
	1.46

	3
	Andhra Pradesh Urban Finance & Infrastructure Development Corporation Ltd.
	Between 1998 and 2002
	155.55
	15
	37.11

	
	
	
	177.80
	
	46.98


The Finance Department had not taken any action to monitor the repayment of principal and interest as per Government order.
After this was pointed out, the Finance Department did not give any reply.

The above matter was referred to the Government in June 2004.  No response was received (November 2004).
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	Accountant General 
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ANNEXURE - A

Refer Para 8.2.11

STATEMENT SHOWING DETAILS OF DISPOSAL OF ENQUIRY REPORTS.

















 (Rupees in lakh)

	Year
	No. of Enquiry reports received
	No. of Enquiry reports disposed
	Detected %
	Undetected %
	Closing Balance

	
	Detected
	Undetected
	Total
	Detected
	Undetected.
	
	
	
	
	

	
	No.
	Value
	No.
	Value
	No.
	Value
	No.
	Value
	No.
	Value
	No.
	Value
	No.
	Value
	

	1998-99
	11226
	201.56
	5550
	624.98
	16776
	826.54
	10326
	165.97
	4667
	528.52
	91.98
	82.34
	84.09
	84.56
	1783

	1999-00
	11854
	256.74
	5606
	837.11
	17460
	1093.85
	10870
	212.97
	4751
	733.74
	91.69
	82.95
	84.74
	87.65
	1839

	2000-01
	12886
	234.87
	6077
	952.06
	18963
	1186.93
	11877
	188.55
	5269
	867.68
	92.16
	80.27
	84.70
	91.13
	1817

	2001-02
	12109
	230.58
	5615
	827.29
	17724
	1057.87
	10997
	169.95
	4299
	599.30
	90.81
	73.70
	76.56
	72.44
	2428

	2002-03
	14207
	237.28
	6775
	1262.46
	20982
	1499.74
	12639
	177.46
	5282
	1059.21
	88.96
	74.78
	7796
	83.90
	3061
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NON-TAX RECEIPTS
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8.3	Non/short remittance of Seigniorage fee
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8.5	Non-payment of Royalty





8.6	Non-collection of interest on Water Supply Charges





8.7	Non-recovery of interest








(	Public premises means any area under the control of Government Department and includes road sides, premises of institutions and public buildings, public garden, porambokes, beroon lands, Panchayat lands, irrigation project sites and canal banks, tank bunds, tank spread and foreshores etc., and such other area as may be specified by Government in this behalf from time to time.


(	Adilabad, Ananthapur, Atmakur (WL), Bhadrachalam (North), Chittoor (East), Jannaram, Kagaznagar, Kakinada, Karimnagar (East), Karimnagar (West), Khammam, Mancherial, Nandyal, Narsipatnam, Nirmal, Nizamabad, Paloncha, Rajahmundry (F/S), Rajampet (WL) Visakhapatnam and Warangal (South)


(	Detected (OR), Undetected (UDOR)


(	No.13/95 dated 12 November 1995


(	DFO, Rajampet 


(	DFO, Jannaram





(	Jannaram, Kagaznagar and Mancherial 


(	Bhadrachalam (North), Karimnagar (East),Karimnagar (West) and Paloncha


(	Adilabad, Ananathapur, Atmakur, Chittoor(East), Jannaram, Kagaznagar, Kakinada, Karimnagar (East), Karimnagar (West), Khammam, Mancherial, Nandyal, Narsipatnam Nizamabad, Paloncha, Rajahmundry (Flying Squad), Visakhapatnam and Warangal (South)


(	Kagaznagar, Kakinada, Karimnagar (East), Mancherial, Narsipatnam. Paloncha, Visakhapatnam and Warangal (South)


(	Adilabad, Atmakur, Bhadrachalam (North) Chittoor (East), Jannaram, Kagaznagar, Kakinada, Karimnagar (East), Karimnagar (West), Khammam, Mancherial, Nandyal, Nirmal, Nizamabad, Paloncha, Rajampet, Visakhapatnam and Warangal (South)


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


( Chittoor, Guntur, Hyderabad, Karimnagar, Khammam, Mancherial, Medak, Nellore, Rangareddy, Srikakulam and Vijayawada 


(	Gudivada and Machilipatnam


(	Lr. No. HMWSSB/FW/Audit/ 03-04/ dated 21 April 2004


(	M/s Nagarjuna Fertilizers and Chemicals Ltd.


( 1) Agriculture, Co-op. and Marketing Department 2) Animal Husbandry, Dairy Development and Fisheries Department 3) Municipal Administration and Urban Development Department
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