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CHAPTER VII

NON-TAX RECEIPTS

7.1 Results of audit

and other irregularities involving ̀  1,638.42 crore in 156 cases, which fall under 

Sr.

No.

Category No. of cases Amount

(` in crore)

1. Interest Receipts (A review) 1 20.99

2. Receipts from Oil and Natural gas 3 1536.16

3. 152 81.27

Total 156 1,638.42

` 14.78 crore in 25 cases, of which three cases involving 

`

`

2009-10.

A review on the “Interest Receipts” involving ` 20.99 crore and few illustrative 

cases involving ` 19.15 crore are mentioned in the following paragraphs.
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INTEREST RECEIPTS

7.2 Interest receipts

Highlights

` 840.65 crore of loans 

` 84.03 crore were over 

due from municipalities, panchayati raj

` 586.80 crore and 

interest of `

(Paragraph 7.2.7)

`

`

(Paragraph 7.2.9)

transferred the interest of ` 28.03 crore earned on Government funds 

to the Government account. Further, in violation of the Financial Rules 

aggregating to ̀

` 3.70 crore.

 (Paragraph 7.2.10)

interest was found weak. In seven administrative Departments, we found 

Finance Department also did not ensure compliance of the instructions 

overdue interest of ` 512.45 crore from nine loanees.

(Paragraph 7.2.11)

The terms and conditions of loans aggregating to ` 315.90 crore granted 

i.e.

(Paragraph 7.2.13)
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Three cooperatives did not open escrow account in violation of the 

loan for achieving its projected goals. This resulted in non-realisation of 

interest of `

(Paragraph 7.2.15.1)

7.2.1 Introduction 

Interest receipts is an important component of non-tax revenue of the State 

(i) 81) maintained 

(ii)

etc., and

(iii)

etc.,

to time. 

7.2.2 Organisational set up

The Finance Department (FD), as the manager of the State revenues, is 

respect of transactions of State Government with Central Government and other 

Requests for loans and advances from the Departmental commercial 

81
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of the FD, administrative Departments sanction the loans and advances. The 

7.2.3 Audit objectives

whether the provisions of Gujarat Financial Rules and Departmental 

whether adequate internal control measures were in place to monitor 

7.2.4 Scope and methodology of Audit

Audit test checked records related to interest receipts for the period 

viz.,

Panchayat and Rural Housing, (vi) Ports 

and Transport (vii) Agriculture and Co-operation and (viii) Revenue 

7.2.5 Acknowledgement

The Indian Audit and Accounts Department acknowledges the co-operation 

of all the nine Departments for providing information and records to audit. 

the administrative Departments covered in review in August 2010 for their 

were discussed in the meeting and their response in the meeting and replies 

the review.

7.2.6 Financial performance 

and non-tax revenue. The comparison of interest receipts vis-a-vis total
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Interest receipts vis-a-vis State’s own receipts and non-tax revenue

 (` in crore)

Period Total revenue 
raised by the 

State

Non-tax
revenue

Interest 
receipts

Percentage of 
interest receipts 
to total revenue 

raised by the 
State

Percentage 
of interest 
receipts 

to non-tax 
receipts

2000-01 12,395.97 3,349.14 1,929.82 15.57 57.62

2001-02 13,895.12 3,760.94 1,594.30 11.47 42.39

2002-03 13,516.24 3,995.58 1,684.88 12.47 42.17

2003-04 14,445.39 3,271.96 897.12 6.21 27.42

2004-05 16,048.20 3,090.50 469.72 2.93 15.20

2005-06 19,051.48 3,353.37 130.91 0.69 3.90

2006-07 23,413.41 4,948.78 283.07 1.21 5.72

2007-08 26,494.88 4,609.31 329.88 1.24 7.16

2008-09 28,656.35 5,099.32 567.81 1.98 11.13

2009-10 32,191.94 5,451.71 419.44 1.30 7.69

Source

per cent to 57.62 per cent of non-tax revenue and 0.69 per cent 

to 15.57 per cent 

to Gujarat Urja Vikas Nigam Limited

7.2.7 Arrears of interest receipts

` 840.65 crore on loans advanced 

panchayati raj

these, principal of ` 586.80 crore and interest of ` 58.68 crore were outstanding 

Arrears of loan principal and interest

 (` in crore)

Year in which due Amount over due as on 31 March 2009

Principal Interest

586.80 58.68

2005-06 74.21 7.40

2006-07 51.87 5.18

2007-08 67.80 6.78

2008-09 59.97 5.99

Total 840.65 84.03

Source
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corrective action due to which the overdue amount has accumulated further.

7.2.8 Trend of revenue

 (` in crore)

Period Budget
estimates

Actual
receipts

Variation 
(+) excess / 
(-) shortfall

Percentage variation 
(+) excess / 
(-) shortfall

2000-01 1,674.49 1,929.82 (+) 255.33 (+) 15.25

2001-02 1,837.45 1,594.30 (-) 243.15 (-) 13.23

2002-03 1,750.00 1,684.88 (-) 65.12 (-) 3.72

2003-04 1,973.84 897.12 (-) 1076.72 (-) 54.55

2004-05 2,299.90 469.72 (-) 1,830.18 (-) 79.58

2005-06 552.50 130.91 (-) 421.59 (-) 76.30

2006-07 169.95 283.07 (+) 113.12 (+) 66.56

2007-08 186.95 329.88 (+) 142.93 (+) 76.45

2008-09 207.00 567.81 (+) 360.81 (+) 174.30

2009-10 429.55 419.44 (-) 10.11 (-) 2.35

Source:

The respective administrative Departments did 

There was not much evidence of constructive interventions from the FD to 
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We recommend that the Government to get the budget estimates on interest 

receipts prepared in a more realistic method.

7.2.9  Absence of an effective mechanism for watching the credits/ 
debits given by Banks to State Government Account

records of Director of 

(DAT), Gandhinagar 
we noticed that 
the Government 
had not developed 
a mechanism for 

in the following paragraph.

`

`

` ` 111.19 
`

i.e.

Government could charge and recover interest of `

retention of Government revenue of ` 145.71 crore during different periods 
` 3.63 crore accrued 

in 206 cases.

(` in crore)

Name

of the 

defaulting

bank

Number of 

Districts

Number 

of cases

Government

receipts held 

by incorrect 

reporting and 

subsequently

adjusted

No of days 

for which the 

amount was held 

by the banks 

Interest 

chargeable

of India

17 147 100.95 1.55

9 59 44.76 2.08

Total 206 145.71 3.63
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`

` 2.75 crore, penal interest of ̀

of `

consequence of transaction so as to devise a proper mechanism. Further report 

We recommend the Government to consider development of a system for 

CAS, Nagpur. 

7.2.10 Lack of monitoring over remittance of Government money 

by Government Board/Authority

under Revenue 

Department, we 

noticed that during 

received funds from 

the State Government 

as well as from Asian 

State Government. 

These funds were 

interest of `

credited interest of ̀

account i.e.

` 2.98 crore. The notional loss of interest82 due to 

`

82 Notional loss of interest worked out at the rate of 5.5 per cent.

As per Rule 4 of the Gujarat Financial Rules 

of Government, either as dues of Government 

or for deposits, remittance or otherwise shall 

For implementation of projects and schemes, State 

Gujarat

to credit interest earned from such investments to 

Government account.



107

Chapter-VII Non-Tax Receipts

that the loan instalments and interest are credited to Government account 

after its reconciliation with Project Implementing Agencies, which took some 

time. It was further stated that as per Section 33 (4) (c) of the Gujarat State 

transfer the funds into Government account. Further, Section 33(4) (c) authorises 

We recommend the Government to consider issuing instructions to all 

the administrative Departments to undertake a periodical review of the 

accounts of the Authority/Boards under them in order to ensure that 

7.2.11 Internal control

7.2.11.1 During test 
check of records of the 
seven Departments83

for 2004-09, we 

In respect of 

these administrative 

D e p a r t m e n t s , 

control mechanism 

and Petrochemicals 

Department) was 

not evolved to 

The Departments did not have even the minimum details regarding 

outstanding amount of loan and interest.

The loans and advances for different purposes 

etc.
As per the standard terms and conditions of 
loan sanction orders, the head of the concerned 

Departments to FD. Administrative Departments 
were also instructed to maintain a loan register.

83
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administrative Departments. While according the approval to the loans 

instructions.

7.2.11.2 For the purpose of the implementation of various social schemes, 

the terms and conditions as mentioned in the sanction order. 

During test check of records related to loans of the concerned administrative 
etc. for the period 2004-09, we noticed that 

 (` in crore)

Name of the loanee Administrative
Department

Amount
of loan 

sanctioned

Sanctioned
during

Amount
of interest 

overdue as on 
31 March 2009

Narmada, Water 
Resources, Water 

143.19 1985-86 to 
2005-06

121.22

Development

1.47

Loan)

1980 to 
1990

2.50

Gujarat Rural Industrial 3.64 1979 to 
2001

6.05

2.29 1990 to 
2009

0.65

Gujarat State Land 
Development
Corporation

Agriculture and 
Co-operation

17.16 1980 to 
2002

33.44

Agriculture Produce Agriculture and 
Co-operation

3.30 1973 to 
2009

0.84

Gujarat State 
Handloom and 
Handicraft Corporation

15.88 1976 to 
2006

14.12

Gujarat State Financial 
Corporation

592.81 2003-04 to 
2008-09

326.70

Gujarat Agro Industries 
Corporation Ltd.

Agriculture and 
Co-operation

7.00 1999-2000 6.9384

Total 512.45

84
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of GAICL valued ` 7.40 crore to Home Department and to adjust the same 

against outstanding loans of ` 7 crore. Further, Government vide Agriculture 

dated 13 August 2010 decided to waive loan of ` 7 crore alongwith interest. 

was incurring loss since inception. Gujarat State Financial Corporation could 

The FD stated (June 2010) that administrative Departments are keeping the 

records of loans and interest. As such, there is no special mechanism in Finance 

the electronic mechanism with reference to interest on loans and investments. 

We recommend the Government to develop a control mechanism for 

prompt recovery of loans and interest. Government may also review the 

performances of the loanees with reference to the achievement of goals set 

out for the Boards, Corporations.
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7.2.12 Short payment of interest on loans by the GUVNL

During test check of 

2004-09, we noticed 

State Government 

No. 1803 and 1804 of 
` 381.61 crore. The 

these loans accrued 
from the deemed 
date of release i.e.

the moratorium period 
of these loans started 
from 1 April 2005. 

from the deemed date 

of interest worked out to ` 20.99 crore. 

The administrative Department as well as FD failed to detect the omission and 
.

the deemed date of release i.e.

recovered the interest from the loanee. 

Financial Restructure Plan (FRP) to the Gujarat

Urja Vikas Nigam 

outstanding loans of ` 842 crore for a period of 

FRP, the Government converted outstanding loan 

vide
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7.2.13.1 A mention 

was made in the Report 

of the Comptroller 

and Auditor General 

(Revenue Receipts) 

Government of 

Department, i.e.

Department. Further, loan of `

issued resolution in April 2010 deciding the terms and conditions for loan of 

` 1.75 crore sanctioned from 1998-99 to 2004-05. However, terms and conditions 

for the loan of `

7.2.13.2

noticed that rate of interest in respect of loan of ` 170 crore provided to the 

The Ports and Transport Department stated (June 2010) that the Government 

of the Corporation was critical. It was further stated that conversion of loan into 

7.2.13.3

` 50 crore to Alcock Ashdown (Gujarat) Limited, 

` 2.10 crore calculated at the rate of 15 per cent per 

annum85

As per the provisions laid down under Rule 71(i) 

grant of a loan shall while sanctioning a loan, 

interest etc. in the loan sanctioning order.

85
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7.2.13.4 ` 4.50 crore to Gujarat State Handloom 

retirement scheme, of which ` 3.50 crore was released in August 2003 and 

`

11 per cent

the notional loss of interest worked out to ` 2.71 crore.

added that instructions are issued to the administrative Departments to review 

We recommend the Government to consider establishing a system for 

of loans.

7.2.14 Non-recovery of loans and interest from PSUs under 
winding up

Gujarat State Fisheries 

D e v e l o p m e n t 

Corporation Limited 

(GSFDC) and Gujarat 

State Construction 

Corporation Limited 

(GSCC) are under 

process of winding 

(` in crore)

Sl.
No.

Name of 
the PSU

Amount
in credit 

with GSFS
as on 31 
March 
2009

Outstanding
of loan 

received 
from State 

Government
by the PSU

Interest accrued on the loans 
received from the State 

accounts of the PSU)

Accounts
available

Amount of 
accrued interest 

outstanding

1 GSFDC Ltd. 2.03 2.29 1998-99 1.00

2 GSCC Ltd. 1.28 9.63 2007-08 14.72

Total 3.31 11.92 15.72

` 3.31 crore, 

The Gujarat State Financial Services Limited 

their two schemes, viz., liquid deposit scheme 

(LDS) and inter corporate deposit (ICD) scheme, 
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as management of these companies as well as that of GSFS are with the State 

Government.

7.2.15 Non-recovery of loan and interest due to irregular sanction

7.2.15.1 During

Director of Sugar 

for the period 2004-

09, we noticed that 

for the purpose of 

strengthening the 

of these sugar 

cooperatives, the State 

Government prepared 

loan of ̀ 30.11 crore to 

them. The conditions 

to the said loan inter

alia provided that the 

after a moratorium of 

per cent. It was also stipulated 

that an escrow account87

Agriculture and Co-operation Department 

operative Development Corporation (NCDC) 

sanction of a working capital loan of ` 50 

crore for three sugar co-operative societies86 in 

the State. The NCDC sanctioned and released 

`

interest rate of nine per cent. The loan was 

three equal instalments commencing from the 

` 47.60 

crore and interest of `

2006. A mention was made in the Report of the 

Comptroller and Auditor General of India for the 

86

87
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We further noticed that with respect to NCDC loan, principal of ` 42.67 crore 

and interest of `

loan, out of total ̀  9.89 crore due, principal of ̀ 3.60 crore and interest of ̀ 3.87

not open escrow account in violation of the terms and conditions of the loan. 

resulted in non-realisation of interest of `

support loans.

Agriculture and Co-operation Department is reviewing the working of all these 

7.2.15.2 During test 

check of the records of 

the District Registrar, 

Co-operative Societies 

for 2004-09, we 

paid ` 71.49 lakh 

` 1.43 crore towards 

principal and ` 1.06 

crore towards interest. 

No further amount 

was recovered from 

non-realisation of Government dues of ` 2.49 crore. 

7.2.16 Conclusion

interest receipts revealed that Government has not developed a mechanism 

NCDC sanctioned (August 1995) a loan of ` 2.15 

Taluka Gandhinagar. 

Government after State Government furnished 

instalments starting from 1999-2000. The loan 

of 17.75 per cent.
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Departments. In case of Government Companies/Corporations under winding 

up or closure, the Government did not ensure the settlement of their loans and 

7.2.17 Summary of recommendations

development of a system for day to day cross checking of daily receipts 

cash position as reported by the CAS, Nagpur;

issuing instructions to all the administrative Departments to undertake a 

periodical review of the accounts of the Authority/Boards under them in 

order to ensure that Government money is not retained by them without 

develop a control mechanism for prompt recovery of loans and interest. 

Government may also review the performances of the loanees with reference 

to the achievement of goals set out for the Boards, Corporations.

MINING RECEIPTS

7.3  Other audit observations

non-compliance of the provisions of the Mines and Minerals (Development and 

Regulation) (MMD&R) Act, 1957, the Mineral Concession (MC) Rules, 1960, 

the Mineral Conservation and Development Rules, 1988, the Gujarat Minor 

Mineral (GMM) Rules, 1966 framed by the State Government in exercise of the 

other rules as mentioned in the succeeding paragraphs in this chapter. These 

cases are illustrative and are based on a test check carried out in audit. Such 

year; however, not only do the irregularities persist, these remain undetected 

till an audit is conducted in the next year. There is need for the Government to 

improve the internal control system and internal audit so that such omissions 

can be detected and prevented in future.
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7.4 Recommendations

District Geologists should ensure that full dead rent is received 

Department should take strict action to stop illegal manufacturing 

7.5 Non/short levy of royalty and non-realisation of arrears of 
royalty

7.5.1 During test 
check of the records 
of four District 
Geologists89 for the 
period 2003-04 to 

that in 41 cases, the 

on minerals removed 
from leased area even 

returns from lease 
holders. Out of these 
cases, in case of two 

was issued without 

` 1.66 crore. 

` 1.65 crore in 39 cases and recovered 
`

7.5.2 During test check of the records of three District Geologists90

respect of each lease for major/minor mineral. 

simple interest at the rate88

assets of the lease/licence holder.

88 24 per cent per annum upto 7.10.2007 and 18 per cent per annum thereafter.
89

90 Jamnagar, Junagadh and Surat.
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minerals, machineries etc

realisation of Government dues of ` 13.16 crore. 

` 13.16 crore in 1069 cases and recovered `

7.6  Loss of revenue due to non-adherence of conditions of lease 
sanction order

Test check of the 

records of District 

the period 2007-08 in 

that Government of 

Gujarat granted a 

lease in respect of 

land admeasuring 

384.96.18 hectares 

Amod, Taluka Amod 

D e v e l o p m e n t 

Corporation Limited 

(lessee) for mining of 

lignite for a period of 

Act/Rules/Government instructions to keep watch on non-agriculture use of 

compliance of the condition of the sanction order of the lease resulted in loss 

of revenue in the form of conversion tax of ` 75.84 lakh and non-agricultural 

assessment of ` ` 77.74 lakh. 

empowers the State Government to sanction the 

lease of major minerals with prior approval of the 

the Collector for such non-agricultural (NA) use 

rate in advance. Non-agricultural assessment 

permission of the Collector.
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7.7 Non/short levy of dead rent

During test check of 

11 District Geologists92

for the period 2003-04 

that in 371 cases, the 

levied less dead rent 
resulting in non/short 

` 1.37 crore.

` 1.06 crore in 252 cases and recovered 
`

at the rate91

91 24 per cent per annum upto 7.10.2007 and 18 per cent per annum thereafter.
92

Surendranagar, Vadodara and Valsad
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7.8 Non-realisation of royalty due to non-observance of provisions 

of Act/Rules

During test check of 

records of the District 

for the period 2007-08 

noticed that Gujarat 

executed (April 2002) 

an agreement with 

lease holder of silica 

sand) to lift and sell 

silica sand excavated 

of mining on work 

after lapse of six months from the cancellation of leases. The Department did 

` 1.07 crore. 

empowers the State Government to grant lease 

approval of the Central Government. The 

Act also empowers the State Government to 

terminate the mining lease on request of the 

Central Government. The lease holder is required 

six months of sanction of lease. The conditions of 

month for its removal from leased area.
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7.9 Non-levy of royalty on illegal mining and manufacturing of 
bricks due to lack of co-ordination

During cross check of 
the records of three 
District Geologists93

with records of 
respective District 

(DDOs) for the period 
2006-07 to 2007-08, 

2009 we noticed 
that the DDOs had 
detected 208 cases 
of illegal mining and 
manufacturing of 

their jurisdiction. 
However, these cases were not transmitted to concerned District Geologists for 

such illegal mining activities to the mineral administration in the State. Lack 

` 53.44 lakh including 
` 20.80 lakh. 

93 Jamnagar, Surat and Vadodara.

required from the Collector for using agricultural 

period. Also, registration with the Geologist is 

` 10,000 for the 



121

Chapter-VII Non-Tax Receipts

7.10 Loss of revenue due to inoperative mining leases

During test check of 

the records of District 

Geologists, Junagadh 

the period 2006-

07 to 2007-08 in 

June 2008, we noticed 

that in 106 cases, the 

leases of major and 

minor minerals were 

i n - o p e r a t i v e 

Geologists did not 

initiate action to 

regularise the non-operation or discontinuation of the mining operation. This 

indicated weak internal control mechanism in respect of inspection of leases 

leading to non-detection of inoperative leases and consequent shortfall in 

` 40.40 lakh. 

` 9.23 lakh in 35 cases. A 

Rules provides that where a lease holder fails 

to undertake mining operations for a period of 

or discontinued the operation of mining for a 

of lease deed or discontinuance of mining. As 
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7.11  Non/short levy of surface rent

During test check of 
the records of four 
District Geologists95

for the period 2006-07 

that in 39 cases, the 

had either not levied or levied short surface rent of ` 17.20 lakh. 

` 4.92 lakh in 16 cases and recovered 
`

(Dr. P. MUKHERJEE)

Ahmedabad, Principal Accountant General 

The (Commercial & Receipt Audit)

Gujarat

Countersigned

(VINOD RAI)

New Delhi, Comptroller and Auditor General of India

The

rent on the area of land leased to him for mining 

activities, at such rate not exceeding the land 

attracts simple interest at the rate94

94 24 per cent per annum upto 7.10.2007 and 18 per cent per annum thereafter.
95


