CHAPTER-I: GENERAL

Trend of Revenue Receipts

1.1.1 The tax and non-tax revenue raised by the Government of Assam
during the year 2009-10, the State’s share of net proceeds of divisible Union
taxes and duties assigned to States and grants-in-aid received from the
Government of India during the year and the corresponding figures for the
preceding four years are mentioned below:

Particulars 20E-0G 26-07 2007-08 2OOE-09 -1

Iotal A9 .44 o 2l 5,404,009 042211

I otal

The above table indicates that during the year 2009-10, the revenue raised by
the State Government (¥ 7,739.67 crore) was 39 per cent of the total revenue
receipts against 36 per cent in the preceding year. The balance 61 per cent of
receipts during 2009-10 was from the Government of India.

! Note: For details, please see statement No. 11 : Detailed accounts of revenue by minor
heads in the Finance Accounts (Volume-2) of Government of Assam for 2009-10. Figures
under the “share of net proceeds assigned to States™ under the major heads — 0020 -
corporation tax, 0021 - taxes on income and expenditure, (032-taxes on wealth, 0037 -
customs, (038 - union excise duties, 0044 - service taxes and 004 5-other taxes and duties on
commodities and services booked in the Finance Accounts under "A - tax revenue’ have
been excluded from revenue raised by the State Government and included in *States” share
of divisible LInion taxes® in the above table.
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1.1.2 The following table presents the details of tax revenue raised
during the period from 2005-06 to 2009-10:

The following reasons for variation were reported by the concerned
departments:

State Excise: The increase was due to issue of more IMFL “ON” licence® and
newly imposed availability fees.

Taxes on Vehicles: The increase was due to increase in movement of motor
vehicles and special drive for collection of fees in respect of registration mark.
Taxes on Goods & Passengers: The increase was due to collection of arrears
of entry tax during the year.

Taxes on Agricultural income: The increase was due to increase in
profitability of tea business.

* Sale of foreign liquor to the public for consumption ‘on’ the premises except in hotels,
restaurants, theatres, cinemas or other permanent places of amusement.
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Stamp Duty: The decrease was due to slashing of stamp duty on conveyance
documents and imposition of restrictions on transfer of land.

The other departments did not inform (November 2010) the reasons for
variation, despite being requested (June 2010).

1.1.3 The following table presents the details of non-tax revenue raised
during the period from 2005-06 to 2009-10:

Head of MU= HuG-07 MHHIT-0IR -1 {pE-p il

revenuc

in 2 1l

over 2IR-09

The following reasons for variation were reported by the concerned
department:

Petroleum: The increase was due to increase in production and revision of
price of crude and gas.

Coal and lignite: The increase was due to increase in despatch and revision of
rate of royalty.

Major and Medium Irrigation projects: The increase was due to collection
of arrears of water charges.

* Others included 29 major head of accounts.
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Forestry and Wildlife: The increase was due to increased sale of mahal
materials.

The other departments did not inform (November 2010) the reasons for
variation, despite being requested (June 2010).

1.2 Response of the departments/Government towards audit

The succeeding paragraphs 1.2.1 to 1.2.5 discuss the response of the
departments/Government towards audit.

1.2.1 Failure of senior officials to enforce accountability and

protect the interest of the State Government

The Principal Accountant General (Audit), Assam (PAG) conducts periodical
inspection of the Government departments to test check the transactions and
verify the maintenance of important accounts and other records as prescribed
in the rules and procedures. These inspections are followed up with the
inspection reports (IRs) incorporating irregularities detected during the
inspection and not settled on the spot, which are issued to the heads of offices
inspected with copies to the next higher authorities for taking prompt
corrective action. The heads of the offices/Government are required to
promptly comply with the observations contained in the IRs, rectify the
defects and omissions and report compliance through initial reply to the PAG
within one month from the date of issue of the IRs. Serious financial
irregularities are reported to the heads of the departments and the Government.

Our review of inspection reports issued upto December 2009 disclosed that
4,033 paragraphs involving ¥ 767.23 crore relating to 1,518 IRs remained
outstanding at the end of June 2010 as mentioned below along with the
corresponding figures for the preceding two years.

June 2009 June 2000

June 2008

1364 1518
ng 3685 4033
“Athodat favalved (F ictore) 683,71 711,53 767.23

The department-wise details of the [Rs and audit observations outstanding as
on 30 June 2010 and the amounts involved are mentioned below:

MName of the Mature of receipts MNumber of Number of Muoney
Department outstanding  outstanding vitlue
IR annd it involved
ohservatins T in

crore)

2. | Excise Stﬂp.mqq_ 61 167 11
3. | Revenue Land revenue 605 1442 | 20897
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Even the first replies required to be received from the heads of offices within
one month from the date of issue of the IRs were not received for 654 IRs
issued upto December 2009, This large pendency of the IRs due to non-receipt
of the replies is indicative of the fact that the heads of offices and heads of the
departments failed to initiate action to rectify the defects, omissions and
irregularities pointed out by the PAG (Audit) in the IRs.

We recommend that the Government takes suitable steps to install an
effective procedure for prompt and appropriate respense to audit
observations as well as take action against officials/officers who do not
send replies to the IRs/paragraphs as per the prescribed time schedules
and also fail to take action io recover loss/outstanding demand in a time
bound manner.

1.2.2 Departmental audit committee meetings

The Government set up audit committees to monitor and expedite the progress
of settlement of IRs and paragraphs contained in the IRs. The details of the
audit objection committee (AOC) meetings held during the year 2009-10 and
the paragraphs settled are mentioned below:

% in crore
Head of revenue Number of Number of St
meetings held paragraphs setthed

The table above is indicative of the fact that the Audit Committees of the
respective departments are not concerned about the huge accumulation of
audit objections contained in the IRs. Though we took up the matter of holding
AOCs on a regular basis with the concerned department/Government, we did
not get a positive response (except for Taxation Department).

Though the Finance Department had issued an instruction (May 1994) to all
the departments for expeditious disposal of the audit objections through
AQCs, it had neither reviewed the position nor taken follow up action,

We recommend that the Government may consider holding AOC
meetings periodically in respect of each department every year.
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1.2.3 Response  of the departments to the draft audit

paragraphs

As per the instruction issued (March 1986) by the Finance Department, all the
departments are required to furnish replies to the audit objections within two
months. The PAG’s office forwards draft paragraphs prepared on the basis of
audit objections to the Secretaries of the concerned departments through demi-
official letters drawing their attention to audit findings with the request to send
their response within six weeks. The fact of non-receipt of replies from the
Government is indicated at the end of each paragraph included in this Audit
Report.

Draft paragraphs/reviews included in the Report of the Comptroller and
Auditor General of India (Revenue Receipts) for the year ended 31 March
2010 were forwarded to the Secretaries of the departments between March and
June 2010 through demi-official letters with the request to furnish their
replies/comments within six weeks. Out of 35 draft paragraphs including two
reviews incorporated in this report, replies either part or full, of the
departmental officers in respect of 26 draft paragraph had been received
(November 2010). Replies to the reviews were fumished by the
departments/Government in the exit conferences held in July 2010.

1.2.4 Follow up on Audit Reports — summarised position

As per the instruction issued (May 1994) by the Finance Department, the
departments are required to furnish explanatory notes indicating action taken
or proposed to be taken and submit action taken note (ATN) to the Assembly
Secretariat with a copy to the PACG, in respect of paragraphs and reviews
included in the Audit Reports within 20 days from the date of receipt of the
Audit Report.

The Audit Report (Revenue Receipts) for the year ended 31 March 2009 was
tabled in the Legislative Assembly on 2 March 2010. Though the time limit
for furnishing ATNs had elapsed, no ATNs in respect of any Department had
been furnished. We took up the matter regarding non-furnishing of ATNs by
the departments through a demi-official letter with the Principal Secretary to
the Government of Assam, Finance Department, and await his reply
{Movember 2010).

1.2.5 Compliance with the earlier Audit Reports

During the years from 1999-2000 to 2008-09, the departments/Government
accepted audit observations involving ¥ 95.71 crore (out of the total money
value of ¥ 3,335.56 crore) of which only ¥ 15 crore had been recovered till
March 2010 as mentioned below:

Year of Audit Report  Total money vialuge Lecepted money Recovery made
Vi |:|m

mm 97.60 5154 034
2003-2004 JIEXY 335 02
2004-2005 7189 7L == 124
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The above table indicates that the amount recovered was only 15.67 per cent
of the accepted amount while the Government/departments have accepted only
2.87 per cent of the cases included in the Audit Reports. However, an analysis
of accepted cases and recovery made in respect of Audit Reports for the years
1999-2000 to 2008-09 reveals that both the position remains almost static as
compared to those included in the Audit Report of the preceding
year (2008-09).

Analysis of the mechanism ftor dealing with the 1ssoes

raised by Audit

In order to analyse the system of addressing the issues highlighted in the
Inspection Reports/Audit Reports by the departments/Government, the action
taken on the paragraphs and reviews included in the Audit Reports of the last
10 years in respect of one department is evaluated and included in this Audit
Report.

The succeeding paragraphs 1.3.1 to 1.3.2.2 discuss the performance of the
Finance (Taxation) Department to deal with the cases detected in the course
of local audit conducted during the last 10 years and also the cases included in
the Audit Reports for the years 1999-2000 to 2008-09.

1.3.1 Position of Inspection Reports

The summarised position of inspection reports issued during the last 10 years,
paragraphs included in these reports and their status as on March 2010 are
tabulated below:

I.:I|'--.'||:||:' lia st vildition durine (e vear Clearance during the Closine halance diieing the
YEAr Veur

THs Para- Vianey IR rara- Muoney [« Pars Maones 1R Para- Vioney

During 2009-10, only one Audit Committee meeting in respect of Finance
{Taxation) Department was held wherein 287 paragraphs involving ¥ 69.90
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crore were settled”. Apart from this, 75 paragraphs involving money value of
22,113.75 crore were settled/disposed of by the PAG (Audit) on the basis of
replies received from the DDOs/departments as well as by conducting reviews
of the old IRs. The position of receipt of replies to the outstanding IRs has not
improved though regular reminders were issued to the the DDOs/departments.

1.3.2 Assurances given by the Department/Government on the
issues highlighted in the Audit Reports

1.3.2.1 Recovery of accepied cases

The position of paragraphs pertaining to the Finance (Taxation) Department
included in the Audit Reports of the last 10 years, those accepted by the
Department and the amount recovered are mentioned below:

Year of Somber of Muoney “umher of Mioney Aot Comulartive
Sudit paragraphs  value of the  paragraphs vilue of recovered position of

Hepaort imcluded parageaphs aceepied aceepled during the recovery of
paragraphs vear o
Rl ]

- 5:
F7) 5

6 13
14 13
12 g
7 6
13 9
18 5
20 1
15 3

{The paragraphs mentioned above relate to VAT/Sales tax, Agricultural Income tax,
Professional tax, Specified Land tax, Entry tax and Hotel & Luxury tax ete.)

The Assessing Officers raise demands on completion of the assessments of
dealers. If the demands are not paid during the year of assessment, they
become arrears and are forwarded to the respective Superintendent of Taxes
(Recovery) for realisation as arrears of land revenue. The Superintendent of
Taxes (Recovery) are vested with the powers for recovery under the Bengal
Public Demand Recovery Act, 1913, Though this system is in place, the
Department/Government had not monitored the progress of recovery of dues
effectively and as a result recovery pertaining to the cases pointed out in the
earlier Audit Reports was nil during the year 2009-10.

The Government of Assam, Finance (Taxation) Department may consider
adoption of the following measures to strengthem the system for
compliance leading to streamlining the process of speedy recovery of the
dues:

. Issuing suitable instructions to the assessing officers for prompt
identification of arrear cases and issue of requisitions for
certificate cases;

* Due to late receipt of minutes of the AOC, adjustment of the paragraphs was made in May

2010,
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. Making the process of admittance of certificate cases time
bound to lessen the scope of undue delay at various stages
thereby causing blocking/non-realisation/loss of revenue; and

° Prescribing specific targets for disposal of certificate cases and
installing a mechanism to effectively monitor the overall

position of pendency of certificate cases at various stages.

Action taken on the recommendations accepted by the

deparimenis/Government

The performance reviews conducted by the PAG are forwarded to the
concerned departments/Government for their information with a request to
furnish their replies. These reviews are also discussed in the exit conference
and the department’s/Government’s views are included while finalising the
reviews for the Audit Reports.

The following paragraphs discuss the issues highlighted in the reviews on the
Finance (Taxation) Department featured in the last 10 Audit Reports including
the recommendations and action taken by the Department on the
recommendations accepted by it as well as the Government.

Name of the review Number ol Betails of the

FECTHITHTIE - recommendat-

dations ions accepied

We remain unaware of the position regarding acceptance of the
recommendations included in the reviews till we receive the ATN from the
concerned Department. Though the Finance (Taxation) Department made it
mandatory for all the departments to furnish ATN replies to the PAG within
20 days from the date of receipt of the Audit Report, it was not adhered by the
department. As a result no ATN against the recommendations included in the
eight reviews conducted during the last 10 years was received.




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

1.4 Audit planning

The unit offices under various departments are categorised into high, medium
and low risk units according to their revenue position, past trends of audit
observations and other parameters. The annual audit plan is prepared on the
basis of risk analysis which inter-alia include critical issues in Government
revenues and tax administration i.e., budget speech, White Paper on State
finances, reports of the Finance Commission (State and Central),
recommendations of the Taxation Reforms Committee; statistical analysis of
the revenue earning during the past five years, features of the tax
administration, audit coverage and its impact during past five years etc.

During the year 2009-10, the audit universe comprised of 613 auditable units,
of which 205 units were audited during the year 2009-10 which is 33 per cent
of the total auditable units. The details are shown in Annexure-1.

Besides the compliance audit mentioned above, two performance reviews
were also taken up to examine the efficacy of the tax administration of these
receipts.

Results of audit

Position of local audit conducted during the vear

We test checked the records of 205 units of VAT/sales tax, state excise, motor
vehicles, forest and other departmental offices during the year 2009-10 and
found underassessment/short levy/loss of revenue aggregating T 466.58 crore
in 573 cases. During the course of the year, the departments concerned
accepted underassessments and other deficiencies of ¥ 301.82 crore involved
in 129 cases of which 15 cases involving T 291.94 crore were pointed out by
us during 2009-10 and the rest in earlier years. The departments collected
T 60.16 crore in 116 cases during 2009-10.

This Repori

This report contains 33 paragraphs (selected from the audit detections made
during the local audit referred to above and during earlier vears which could
not be included in earlier reports) and two performance reviews on
(i) Mining Receipts - assessment, levy and collection of royalty, fees and rent
and (ii) Recovery of dues treated as arrears of land revenue relating to
short/non-levy of tax, duty and interest, penalty etc., involving financial effect
of ¥ 385.66 crore. The Departments/Government have accepted audit
observations involving T 299.39 crore out of which ¥ 1.41 crore has been
recovered. The replies in the remaining cases have not been received
(November 2010). These cases are discussed in the succeeding Chapters 1 to
VL.
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