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PREFATO RY REMARKS 

T he Aud iL Report on Re\ en ue R eceip Ls of the 
Governmen t of Utta r Pradd 1 for Lhe year 1976-77 is 
p resented in a separate volu 111e as \\'as done last year. 
The material in the Report has been arranged in the 
following order : 

(i) Chapter 1 deals with trend · of revenue 
receipts classifying them broadly under tax revenue 
and non-tax revenue. T he variations between 
Budget estimates and acLuals in respect of principal 
heads of revenue. the position or arrears of revenue, 
etc., are also discus ed in this chap ter . 

(ii) Chapters II to XI set om cer tain cases and 
• points of interest wh ich came Lo notice during the 

audit of Sales T ax, T ax on the Purchase of Sugar­
cane, State Excise, Stamp Dm ies and R egistration 
Fees, T axes on Vehicle ' , Good and Passengers. 
Land R evenue, E lectr icity D u ty, Other Tax 
Receipts and Non-T ax Receipts. 

') T he cases mentioned in th is R epor t arc tl~o!>e 

which came to notice in the course of test audit. The 
points brough t ou t in this Repor t are not in tended to 
convey an y general reflection on the financial adminis­
tration of the departments/ authori Lies concerned. 

(iii) 
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CHAPTER T 

GE. E.RAL 

1.1. Trend of Revenue Receipts 

• 

• 
• 

The total recei pts o [ the Co,·crnmcm of Uttar Pradesh for 

Lite vcar 1976-77 wereo R s.11 .05.3 L crorcs against the anticipated 
receipts o[ R s.9.50.42 crores. The total receipts during the 
year registered an increase by 54 per cen t over those in 1974-75 
(R s.7,17.20 crcres) a nd 16 per cent over those in 1975-76 
(Rs.9,51.06 crores). Of the total receipts of R s.11,05.3 1 crores, 
revenue rai~ed by the State Government amounted to R s.6,6 1.26 
CJ'Ores. o[ \\'hich R ..1 ,5·l ·G6 crores 1cpresented tax revenue and 
the balance Rs.2,06.GO cro n:s. non-Lax revenu e. R eceipts from 
the Governmen t of lnd ia ~11nou n tcd tO R s. 4,44.05 crores. 

1.2. Analysis of R evenue Receipts. 

(a) An anal ys!s of the receipts during 1976·77 along with 
the conesponding figures for the preceding two years is given 
below: 

I . R evenue raisocl hy the State 
GovornmoJJt-

(a) Tax r evenue 

(b) Non-tox r ovo11uc 

Tote.I 

n . Receipts from tho GovElrn ­
m en t of L idia-

( a) States' share of divisibl<' 
Union taxes 

(b) Grants-in-aid 

• Total 

m . 1'otal receipts ol t he State 
(I f- II) 

I V. P orcontage of I to III 

1014-75 1975-76 L976 -77 

(I n crorea of rupec11) 

~ .76 .03 3,93 .37 

1,57.05 1,70 .96 2,06 .60 
----- -----·- - -

4,33 .08 5,64.33 6, 61 .26 

l ,97 .23 2,56 .84 2,73 .45 

86.89 1,29 .89 l,70 .60 

2,84 .12 3,86 .73 4.,44.05 

7, 17 .20 9,51 .06 11,05.31 

60 59 60 

• 

• 

• 
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(b) Tax revenu.e raised by the State-R eceipts from tax 
revenue• constituted 69 per cent of the State's own revenue 
receipts d uring 1976-77. An a1ialysis of tax revenue for the 
year 1976-77 and for the preceding two years is given below : 

l . T o.xss on Agriou l hu·fl l 
t ncom e 

~. Ot her Tax.cs on Im· 11n•1 

!lnd E-..::;:ion <lituro 

19H -7.5 1975-76 1976-i7 (+) In­
crease or 

(fo crores of rnpees) 

0.03 0.01 

0 .16 0.54 0 .16 

(-) do-
crag,s') 

with r <>· 
foronco 

to 
1975-7f\ 

-0.01 

-0.38 

:t L <J.nd R en•nnC\ 31. l l 40.37 39 .55 - -0 .82 

4. Sta.mps lmd H. ·5is1 ra.t.itin 27 .65 25.96 37 .75 + l I .79 
Foos 

:>. Trix~s cm Imm'.lYa.blo 
P roperty other than 
Ag1·ict11t ura.I Lantl 

6. Stt'.te Excise 

7. Sal es Tax 

8. Taxes on Vehicles 

9. Ta xes on Goods a.nrl 
P ,issenger·s 

10. T11.xes and Duties on 
Electricity 

0 .02 0 . 2.~ 0 .IH -0.<l l 

38 .!J6 48 .78 64 .06 + 15 .28 

l ,35 .42 2,08 .26 2 ,43 .17 + 34 .9 l 

13.42 17. 23 17 .51 + 0 .28 

l4 .26 n .au 26 :~5 + 2 .99 

2.U9 10 .94 5 .8:3 -5.l.I 

11. Other T axes l\nd Duties 12 .9 1 17 .67 20 .24 +z ::>7 
on C.irnmocti t ios a nd 
Services 

Totul 2,713.03 3 .9:3 .37 ·1. S-L66 + 61.29 

(c) No11·/ a:< 1·evcn11e of !he Stale-Intc1est, Forest and I rriga­
tion, Navigation . Drainage and Flood C()ntrol Projects were 
the principal sources of non-tax reYenue of lhe Slate. R eceipts 
from non·lax revenu e constituted 31 per cen t of the• revenue 
ra ised by the State during 1976·77 . An analysis of non-tax 

• 

• 

• 
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• revenue under the principal heads for the year 1976-77 and -the preceding two years is given below: 

1974-75 1975-76 1976 -77 (+) In-
orease Ol' 
(-) d e-
or ease 
with r e -
ference 

to 
( In croreB of rupees) 1975 -76 

1. Inter est 34.98 59.59 71 .47 +11.88 

2. F or ests 17.83 37.02 39.04 +2.02 

'3. Irrigation, Nav igation , 14 .62 16.39 31 .77 + 15.38 
Drainage a nd Flood 
Contro l P i·ojeots 

4 . Ot hers 89 .62 57 .96 64. 32 +6.36 

Total 1,57 .05 1,70 .96 2,06 .60 +35 .64 

1.3.. Variations between Budget estimates and actuals 

(a) The comparative figures of var iations between Budget 
e-stimates and actuals of tax revenue and non-tax revenue 

• during the three years ending 1976-77 are given below: 

A. Tax 

R ovenuo 

B. )lon-tax 

R even ue 

41 A.C .- 2 

Year Budget Actua ls Variations Poroont -

1974-75 

1975-76 

1976-77 

1974-75 

1975-76 . 
1976-77 

estim ates age of 

2 3 
I 

(+)Increa se f viu· iation 
(-)decrease 

4 5 

(In croreB of r1'p eeB) 

2,23 .89 2,76 .03 +52. 14 23 

:J, 18 .98 3,93 .37 + 74.39 

3,61 .55 4,54 .66 + 93. ll 26 

1,77 .70 l ,57 .05 -20 .65 

1,71.71 1,70 .96 - 0.75 

1,89 .04 2, 06 .60 + 17 .56 9 

• 

• 

• 

• 

• • 
• I • 



• 
• ( 4 

• (b) The br~ak·up of the variations under the principal heads - . . of revenue is given below: 

H 9ad s o f rovonue Yeat· Budget Actua ls Variations Percen t · 
estimates age of 

(+ )Increase/ 
(-)shot·tfa.1 l 

variation 

(In erores of rupees) 

l 2 3 4 5 6 

l. Land R evenue 1974-75 22.91 31.11 +8 .20 3() 
1975-76 44.52 40.37 - 4.15 9-
1976-77 40.00 39.55 - 0.45 1 

2. Stamps and 1974-75 18.50 27.65 +9.15 49· 
Registrati on 1975-76 26 .12 25.96 - 0.lG 1 
F ees 1976-77 33.50 37 .75 +4.25 13 

3. State Excise 19 74-75 32.36 38 .96 +6 .60 20 
1975-76 52.74 48.78 - 3.96 8 
1976-77 50.63 64.06 +13.43 27 

4. Sa les Tax J 974.75 1,10 .92 1 .35 .42 +24.50 22 
1975-76 1,48.30 2,08 .26 +59 .96 40 
1976-77 1,80 .25 2,43 .17 + 62.92 35 

5. Taxes on 1974-75 11.09 13.42 +2.33 21 • Vehicles 1975-76 13.70 17 .23 +3 .53 26 
1976-77 18.01 17 .51 - 0.50 3 

6. Taxes on 1974-75 12.04 14.26 +2.22 18 
Goods and 1975-76 13.20 23.36 +10.16 77 
Passe:?ger s 1976-77 17 .25 26.35 +9 .10 53 

7. Other Taxes 1974-75 12.05 12.91 +0.86 7 
and Duties 1975-76 16 .57 17.67 + 1 .10 'f 
on Comm o- 1976-77 17 .40 20.24 + 2.84 16 
di tics and 
Services 

"' 8. Interest 1974-75 71 .42 34.98 - 36.44 51· 
1975-76 61 .26 59.59 - 1.67 3 
1976-77 68 .67 71.47 +2 .80 4-

9. Forests 1974-75 26.34 17 .83 -8.51 32 
1975-76 33.24 37.02 +3.78 11 
1976-77 31 .36 39.04 +7 .68 24-

• 10. Irriga t ion, 1974-75 14 .63 14.62 -0.01 
Navigation, ] 975-76 16 .02 16.39 +0.37 2 
Drainage 1976-77 22.69 31 .77 +9.08 40-
and Flood 
Control Pro-
jects 

• • 
~ • • • 
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Variations between Budget estimates and actuals. for 1976-77 • 

in respect of all principal sources except "La~d Revenue" 
(I per cent). "Interest" (4 per cen t) and "Taxes on Vehicles" 
(3 per cent) ranged between 13 per cent and 53 per cent. 
Reasons for variations, as reported by Government, are given 
below: 

P;incipa l sourco Variation R ee.sons 

( + )Increaso/ 
(- )shortfall 
(In crorea 
of rup3eB) 

l. Sta'YloJ a::id R)gis~ra- + 4 .25 
tion ·Fees 

2. State Exciso + 13 .4'.I 

3. Sales Te.x 

4. Taxes on <foods a nd 
P assengers 

+62.92 

+9.10 

5. O~her To.:cos and Dutios +2 .84 
on ComTQoditios and 
Sorvices 

6. Forosts 

7. Inig~tion, Naviga tion, 
D :ainage and Flood 
Control Projects 

+7 .68 

+9-08 

l\Ioro r;:iceipts duo to larger salo 
of non-j udicial stamps and 
c:msequential incroase in tho 
rogistration fees of tho docu­
monts. 

)[ore receipts duo to tho adop­
tion o f auction syRtem in 
I ieu of foe syatem in r espect 
oi' i'ot·eign liquor shops and 
incroase in tho auction money 
uf country liquor shops . 

Moro receipts duo to special 
drive launched for realisation 
of s\\ los tax and moro rccoipts 
under tax on purchase o f 

· !<ugarcano and sale of petrol. 

More r ecei pts duo to increase in 
traffic and oar riage of goods. 

1-Ioro receipts under ontortain­
mont and betting tax. 

:'lforo r eceip ts mainly due to 
str iot r ealisation of out­
standing for est dues of pre­
vious YJ'.\rs' lot s imd increase 
in slle of tendu leaves under 
State trading. 

Moro reoei pts due to better uti Ii. 
s\\tion of irrigation poten­
t ial. 

• 

• 

• • . , 
• 
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1.4. Conce111ions and their financial impact 

Certain concessions not contemplated in the Budget estimates 
were announced by the State Governmen t between January 
and :March 1977· The estimated impact of these concessions 
fur one year is as under: 

Items Amount 
( i ll crores of rupees) 

A. R9liof in land rov<inU9 (including land develop­
ment tax) 

H. Conferment of B /u,midhaf'i r ights on Sirdars 

C. Ch11.nges in irrigat ion r etes 

Tota.I 

25.50 

4.00 

3.00 

32.50 

T he details of the aforementioned concessions are as follows : 

A. Relief in land revenue 

Ann ual land revenue rece·ipts including land development 
tax (which is levied for the purpose of developmen t o[ rural 
areas on holdings exceeding 3- l 25 acres) according to rates 
.applica ble prior to l st J uly 1976 were estimated at Rs.41.77 
crores (R s.20.99 crores from land revenue and R s.20.78 crores 
from land developmen t tax). T he rates of land revenue and 
land developmen t tax were rationalised with effect from the 
agricu ltural year commencing· from lst July 1976. under the 
Uttar Pradesh Land Laws (Amendment) Act, 1976. The amoun t 
<>f land revenue payable by a 'Bhumidhar' or 'Sirdar' under 
this Act was to be computed at double the: hered itary rates 
applicable to the respective plots of land comprised in his 
holdings, subject to a minimum of rupees five and a maximum 
of rupees ten per acre for unirrigated land and a minimum 
of rupees ten and a maximum of rupees twenty per acre [or 
irrigated land. The resul t was an anticipated annual 
increase in land revenue from R s. 20.99 crores to R s. 46 
a-ores- The reduction in the rates of lan'tl development tax 
in respect of holdings exceeding 3. 125 acres resulted in an 
antici pated fall in the annual yield in land developmen t lax 
from R s. 20.78 crores to R s. 17 crores. Thus, the overall 

• 

• 
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• • monetary effect of the rationalisation wa> an anticipated 
increase in annual land revenue receipts from Rs. 41 .77 crores 
to Rs· 63 crores. 

However, a concession was announced in February 1977 
through the Uttar Prade'Sh Zamindari Abolition an d Land 
Reforms (Second Amendment) Ordinance, 1977. Though the 
rates of land development tax remained unchanged, tbe land 
revenue ra tes specified in the Land Laws (Amendment) Act. 
1976, were reduced by 50 per cen t retrospectively with effect 
from I st July 1976. Subsequently, the aforesaid Ordinance 
was repealed in April 1977 by the Uttar Pradesh Land Laws 
Amendment Ordinance, 1977 whereby, while the land revenue 
rates were pitched at the pre-rationalised rates as were existent 
on 30th June: 1976, the land development tax rates were reduc­
ed as compared with those existen t on 30th J une 1976· 
Though the Uttar Pradesh Land Laws Amendment Ordinance. 
1977, ceased 10 be operative after July 1977 because it had not 
been replaced by an Act of the Legislature, i t would still hold 
rhe field (or the levy and collection o( land revenue and land 
development tax for the agricul tural year commencing from 
! st July 1976 and ending on 30th June 1977. The rates pres­
cribed in this Ordinance•, as assessed by the State Government, 
were to yield Rs.25.50 crores less than what was anticipated 
(R s.63 crom;\ as a result of the rationalised ra tes as laid down 
in the Land Laws (Amendment) Act of 1976. 

B. Conferment of Bhumidhari rights on Sirdars 

In terms of the Uttar Pradesh Land Laws (Amend ment) 
Act, 1976, 'Sirdars' could be declared as ' Bhurnidhars' in re-spect 
of a holding on payment of an amount equal to ten times 
the land reven ue deemed to be payable [or such a holding on 
the date of application. 

In J anuary 1977, the State Government by the Uttar Pradesh 
Lamindari Abolition and Land Reforms (Amendment) Ordi­
nance, 1977, declared all 'Sirdars' as 'Bh11midhars' and it was n<f 
longer necessary for them to pay ten times of land revenue for 
their holdings for becoming 'Bhumidhars'. The financial im­
pact of th is concession was estimated by the State Government 
to be of the order of R s. 1 crores. 

• • 
• . , 

• 
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C. Change in irrigation rates 

In terms of the Government orders issued in September 
1976, a fixed charge of R s.21 per acre per annum was payable 
b)' each cultivator whose fields fell in the command• area of a 
State tube-well irrespective of whether he drew any water 
from the State tube-well or not. T hese orders were subse" 
quently modified in February 1977, applicable from hharif of 

1384 fasli (1976-77)- Under the revised orders, the fixed charge 
was payable only in respect of the area actually irrigated 
by the water from the• State tube-wells. T he yearly impact of 
the aforesaid concession is estimated at R s.3 crores by the 
State Government. 

1.5. Arrears in assessment of sales tax 

(a) The nu mber of assessments finalised by the Sales T ax 
Departmen t and the assessments pending finalisation at the 
end of 31 St March as reported by the department are indicated 
below: 

Yer.r 

(1) 

1975-i6 

1976-77 

NumbJr of essassmants for disposa l 

Arroe.r oo,qes Ctirrant O!\':IBS R '3m!\nd c?.s:Js Total 

(2) 

4,21,203 

4,75,755(a) 

(3) 

2,24',94:3 

2,17,736 

Numb:ir of e.s3essmonts oompletod 

(4) 

l 7' 259 

12, 194 

(5) 

6,63,4)7 

Arrear o!'.ses Cut·re nt oases R emand oasos TotP.l 

7,05,685 

Number of 
i>.ssessments 

pending e.t the 
encl of t !:i9 yea r 

(6) (7) 

1,03.784 4l,745 

2,40,543 34,040 

(8) 

8,08 t 

6,516 

(9) 

2,43,610 

2,81,099 

(LO) 

4 , l9, 797(a) 

4,24,586 

• * Command area means the farthest area upto which the Sta te tube-
well can irrigate. , 

(a) Increase of 55,958 cases in the opening balance of 1976-77 as com­
pared with the closing balance of 1975-76 is stated to be owing to inclu­
sion of certain cases as a resul t of scrut iny of records . 

\ . • • 

• -
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The total number of assessments compkted and net demand 
raised monthwise during 1976-77 was as under: 

April 

May 

June 

July 

August 

September 

October 

November 

December 

January 

Februe.1·y 

Mar oh 

TotP.l 

Numbat· of 
assessmonts 
oomploted in 

1976-77 

130 

6,HI 

L4,5l 7 

18,7 10 

21,553 

21,966 

20,247 

24,015 

28,084 

28,584 

35, 160 

62,3.U 

Not demand 
raised 

(In crorea of 
rupeea) 

0.02 

0 :20 

0.9 1 

l.24 

a.48 

2.47 

2.29 

2.05 

2.30 

4.03 

3.83 

15.32 

-----------
2,8 1,099 38 . 14 

The number of assessments completed in the month of 
March l 977 was 62,342 which constituted 22 per cent of the 
total number of assessments don e during the year. Similarly, 
ne t demand raised in March 1977 was Rs. 15.32 crores which 
consti tuted 40 per cent of the total net demand raised during 
the year. 

• 

• 

• 

• 

• 
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The following is the yearwise break-up of the pending cases 
as o n 31st March 1977 : 

Year 

Up to 1973-74 

1974-75 

1975-76 

Cases remanded by courts for reassessment 

Total 

Number o f oasos 

98,288 

l,36,924 

1,83,696 

5,678 

4,24,586 

(b) The following Lables show the p rogress of appeal and 
revision cases (Sales Tax) during the l ast th ree years: 

Al'l·oar 
ca sos 

(1) (2) 

1974-75 59,054 

1975-76 67,662 

1976-77 79, 719 

1974-75 28, 161 

1975-76 31,275 

1976-77 33,888 

PROGRESS OF APPEAL CASES 

Current 
cases 

Total 

(3) (4) 

7-1,656 1,33,710 

8 1,066 1,48,728 

84,247 1,63,966 

Number 
of ceses 
dooided 

(5) 

66,048 

69,009 

64',039 

Number 
of cases 
pending 
at tho 
end of 

tho year 

(6) 

67,662 

79, 719 

99,927 

PROGRESS OF REVISION CASES 

18,554 46, 715 15,440 3 1,275 

19,458 50,733 16,845 33,888 

18,852 52,740 22,430 30,310 

(Figures a.re as furnished by the 
0
department) 

l.6.1. Uncollected revenue 

Porcen t ­
ago of 

pendency 

(7) 

50 

54 

6 1 

67 

6T 

57 

Tbe total revenue collected and arrears of revenue pending 
collection in respect of some of the departments (figures of total 

• 

• -
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arrears of revenue for the State as a whole are not available) 
are given below: 

Serial 
no. 

(1) 

Source of rovenue 

(2) 

l. Sales Ta x-

Amount Amount P or centage 
of r evenue pending of arrears 
C'>lleoted collection to revenue 

dur ing on 31s t collected 
1976-77 March 

1977 

(3) (4) (5) 

(bi croreB of rupees) 

(i) R-)c~ipts under the Se.las Ta s Acts 2,08 .04 73.16 35 

(ii ) Tax on Purchase of Sugarcane 18.98 7 .06 

(ii i) Tax; on Sale of Motor Spir it s 
and Lubricants 

16 .15 0.03 

2 . Electricity Duty 5.83 7 Al 

3. LJ.nd R ovenuo (a ) 39.55 6 .16 

4. Te.x os on 
Passon ger s 

Vehicles, Goods and 43.86 0 .61 

5. For est s 39.04 3.69 

6. Sta te Exciso 64.06 2 .78 

7. Irrigation, Ne.vig atio n, Draine.go 3 1 .76 10 .46 
imd .Flood Contro l Prnjects 

(Figuros a r e as furni shod by t 0he departmonts ) 

1.6.2. Analysis of arrears 

37 

12 7 

16 

1 

9 

4 

33 

An analysis o f arrears of revenue pending· collection as on 
31 t r. larch 1977 in respect of some of the departments is 
given below: 

(a j Sa.Les Tax- (i) Sales tax demand raised but not collect· 
ed as on 31st March 1977 amounted LO R s.73- 16 crores as 

• 
• 

(a) This comprises L 'l.nd R evonue, L and Develo pmon t Tax e.nd Vribat 
J ot M'". The amount p ending coll ection on 31st March 1977 was R s .l .02 
crores (Land Revenu e ), R s .4 .68 cro res (Land Development Tax) and 
Rs.O .46 crore (Vrihat J ot K a r). 

41 A.G.-3 
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against Rs. 67.12 crores outstanding at the end of March 
1976. Yearwise analysis of the ou tstanding amount is given 
below:J 

Year Anoe.rs as on 

31st March 
1976 

:{1st March 
1977 

( In crores of rupees) 

TT.o to 1970-71 14 .27 12 .04 

1971-72 3.45 2.36 

l!l72-73 4.75 2.75 

ll\73-74 6.90 3.99 

1!174-75 [ l .3:3 6.74 

1!)75-76 26.42 14. 19 

1976-77 3 1 .09 

'l'otal 67 .12 73.16 

The amount o f arrears as on 31st March 1977 was in the 
following stages of action: 

Sta.go of action 

(i) A!Il:>unt covarod by recovary cert ificates 

(i i) Amount stayed by H igh Cour t and other .Tudicisl 
authorities 

(iii) Amount stayed by Governreent 

Amount of 
arrears 

(In crores of 
rupees) 

42 .24 

10 .3i5 

1.38 

• (iv) Amnunt likely to be written off (due to deale rs becom­
ing insolvent) 

5.85 

• 
(v) Of;her steges 13 .34 

Tot al 73 .1 6 

'. • • 

• 
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(ii) Tax on Purchase of Sugarcane 

Yearwise anal ysis of the outstanding amoun t as on 31st 
.March 1977 is given below: 

Yoe.1· 

.Upto Hl67-68 
J968-69 
l!J69 -70 
1970-71 
197 1-72 
1072-73 
1973-74 
l!J74-75 
1975-?6 
1976-77 

Tote I 

Arrears due from 

Sugai· faot ories Khandsr,l'i units 

(In c;·ores of rupeea) 

2.75 
0.55 
1.00 
0.73 

0.72 

5.75 

O.O l 
0.01 
0.02 
0.02 
0.03 
0.03 
0.06 
0 .40 
0.51 
0.22 

1.3 1 

Total 

2 .76 
0.56 
1.02 
0.75 
0.03 
0.03 
0.06 
0.40 
1.23 
0.22 

7 .06 

(b) Electricil')' Duty-Section 3 of the Uttar Pradesh Electri­
-city (Duty) Act. 1952. prescribes levy of electricity duty at 

• varying rates on sale and consumption of elecu·!city. The 
l icensees, the State Electrici ty Board, other appointed autho­
ri ties and persons consuming energy from their own sources 
of generation h ave been entrusted with the levy, collection and 
payment of duty to Government. 

The arrears of electricity duty to be realised 
said licemsces/ authorities as on 31st March 
b elow: 

from the afore­
] 977 arc given 

L iconseo/Authorit y 

1. Messrs Ronusage. r E!ootrioity P owe r Co. Ltd ., R onu­
koot 

'2 . Stato Eloctricit y B oe.rd 

3 . P ersons consuming energy from the ir own sources of 
gonorat ion 

4 . E x-Liconsoes (Loce.l B odies) 
.5 . Ex-Private Liconsces 
~- Othor e.ppointed authorities 

Tote.I 

AreGm1 t o f 
duty due 

(In croreB of 
ru.p ee&) 

5.57 

1.18 
0.28 

0 .18 
0 .13 
0.07 

7 .41 

• 

• 

• 

• 

• 
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Yearwise analysis of the amount of outstanding dues was 
not available with the department. 

(c) Land Development Tax-Demand of land development 
lax raised but not collected as on 3 lst March 1977 amounted 
to R s. 4.68 crores as against Rs· 2.60 crores outstan ding on 
31st March J 976. The recovery of the amount of Rs. 0.77 
crore was stayed by the competent authorities as on 31st March 
1977. 

(d) Forests-Of R s. 3.60 crores pending collection as on 31st 
March 1977, R s. 2.87 crores were due from private parties 
and the balance of R s. 0.73 crore from the Central Govern­
ment (Railways: R s. 0.54 crore~ D. G· S. D: R s. 0.19 crore). 

(e) Sta~e Excise~State Excise duties levied but not collected 
as on 31st March 1977 amounted to Rs. 2.78 crores as 
against R s. 0. 72 crore outstanding on 31 st March 1976. Year­
wise anal ysis of the• ou tstanding amoun t is given below: 

Year Ar rears as on 
31st l\'Iaroh 

1977 

(In crores of 
rupees) 

Upto 1970-71 0.40 

1971-72 0.04 

1972-73 0 .04 

1973-74 0.02 

1974-75 0.12 

1975-76 0 .15 

1976-77 2.01 

• 

To ta l 2.78 

• 

• 
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The amount of arrears as on ~ I st March 197' was m the 
following stages of action: • 

Stage o f e.ction 

r( l ) Amount oovared by rooovery oertifica.te 

{2) Amount s tayed by cour ts 

Amount of 
arrears 

(In crorea of 
rupees) 

(3) Amount hold up due to dealers becoming insolvent 
(4) Amount likely t o be written off 

2 .35 
0.33 
0.05 
0.05 

Total 2 .78 
(Figures in pa ragra ph 1.6 .2 are a s furmshed by the departments) 

1.7. Non-recovery of the cost of police guards 

In terms of paragraph 198 of the Police Regu lations, armed 
guards can be supplied to commercial departments of the 
Central and State Governments, autonomous bodies and pri· 
vate parties on payment of the prescribed charges. During 
audi t of the offices of the• Superintendents of Police o f a num­
ber of districts during 1976-77, it was noticed that ch arges 
aggregating Rs. !'i.97 lakhs were due from various commercial 
departments/ local boilies/ public sector undertakings at whose 

• request armed guards were supplied, as shown below: 
D )partment/Institut ion 

1. Stato B .\nk of Ind ia (Branches in Mu­
zaffarnaga r, Ma inpuri and Hardoi 
d ist ricts) 

2. Government Ro:i.dways Central Work­
shop, K anpur 

3 . P .:>•t s and Talegra phs D epartment 
(D3hradun, Gha.zipur, B !!.raba nki, 
Pa.uri and :.\fuza.ffe.rnagar) 

4 . ~agar :llahapa.l ika , Kanpur 

5 . C:m t ra.l B:lnk of India, K <1npur 

6 . F ood C:>rpo1·aLion o f India (La.litpu r) 

Amount to 
be rooovorod 
(In ltilcha of 

rupees) 
l.57 

2.32 

0.93 

0 .67 

0.06 

0 .18 

7. K <J.npur Electric Supply Administrat ion 0 .15 

8. Narcotics (Opium) Dopa i· trr.ont (Gha-
zi1 1u· and Bare.l~nki ) 

0 .09 

Total 5.97 

P er iod t o 
which r o­

oove1·y per­
t a ins 

Aug ust 1972 LO 

l\1ay 1977 

January 1972 to 
March 197(:1 

March 1966 to 
December 1976 

Upto 
1976 

)for ch 

December 19i5 
to March 1976 
J anua ry to 
Juno 1977 

December 1975 
to ~forch 1976 
September l 970 
t o March 1972 
and 1974-75 to 
1975-76 

• 

• 

• 

• 

• 
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• The matLer was reported to Government rn September 1977; . 
reply is• awaited (November l 977)· 

l.8. Non-1·ecovery of cost of repairs of roads 

The• Butler Road. Birbal Sahni Road and Tagore Road 
with in the jurisdiction of the Nagar Mahapalika, Lucknow, 
arc being maintained by the Public Works Department since 
April 1960. Under Government Orders of March 1962, 50 
per cent of the .:ost of maintenance of these roads is recover­
able from the Nagar Mahapalika, Lucknow. 

T he department incurred an expenditure of R s. 5.20 lakh S­
on maintaining these roads from April 1960 to March 1976. 
It was no ticed during audit (October 1976) that R s. 2·60 lakhs 
recoverable from the Nagar Mahapalika, Lu cknow, had not 
been collected. No action h ad also been taken to recover the 
amount by way of adjustment or otherwise from the am oun t 
payable by Government to t11e Nagar Mahapalika. 

T he matter was reported to Government in November 1976; 
reply is awaited (November 1977). 

l.9. Writes off and remissions of revenue 

Details of demands written off and remitted during 1976-77, 
as furni shed by some of the departmen ts without indicating 
the number of items. are given below: 

D .>p.'\1°tmont Wd te off of 
lossos, 

ir reooverablo 
rovonue, 
dut ios 

R emissions 

(AmmM in erores of rup3es). 

1. Sales Tax 

2. (a) L'lnd Revenue 

(b) L:md D ;,valopment Tax 

3. Stat e Excise 

4. Irr igation, Navigation, Drainage and 
Flood Control Projects 

• 

l.OS 

0 .83· 

0.91 

• 0.06 

0.01: 

• 
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A typical case of write·off of excise refenµ e is given here· 

under: • • 

13y a notification of 20th November J 974, the excise duty 
on r um issued to Indian troops for consumption in Uttar 
Pradesh from any distillery or bonde.d warehouse was raised 
from R s. 12.50 to R s. 30 per l itre with effect from 25th Novem· 
bcr 1974· 

In the cow-se of a udi t (March 1976) of the accounts of a 
foreign liquor bonded warehouse at Lucknow, it was noticed 
that 33,771-9 litres of rum were issued during the period 25th 
Novem ber 1974 ro 28th November 1974 for consumption of 
Indian troops ·w ithin Uttar Pradesh. Duty on these supplies 
was. however, collected at the pre-revised rate of R s. 12.50 in· 
stead of R s. 30 per litre resulting in short collection of duty 
of R s.5.91,008-

The• matler was reported to Government in April 1976. 
Government issued orders in Septem ber 1976 that the short 
collection of duty of Rs. 5,9 J .008 might be written off on the 
grounds that the notificat ion of 20th November 1974, raising 
the duty to R s. 30 per li tre, came to the knowledge of the 
excise officer of the concerned bonded warehouse on 29th 
November 1974 only and that there was difficulty in realising 
thi s amount from the various uni ts to whom rum had been 
supplied during the period in question. 

I . JO. Cost of collection 

Expenditure incurred in collecting the recei pts under the 
principal head of revenue during the three years from 1974-75 
to 1976-77 is given in the Appendix. 

• 
• 

• • 
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• CHAPTER II 

FINANCE DEPARTMENT 

SALES TAX 

2.1. Results of test audit in general 

During the year 1976-77, test audit of the documents of 
the sales tax offices revealed under-assessment of tax of R s.74.04 
lakbs in l,203 cases. The reasons for under-assessment arc 
broadly categorised below: 

Nature of undor-assessment 

1. IrrogulDr ex:omptions 

2. Turnover escaping assessment and 
incorrect dotormination of turnover 

3. Incorrect cle.s~ifioation of goods 

4 . Non -levy/shor t levy of penalty e.nd 
intorest 

[-. Application of incorrect rates of tax 

6. Undor-assossment due to e.ri thme­
t ioa l mi stakes 

7. Non-levy of additional tax 

8. Under-assessmont under the Central 
Sa.los Tax Act 

9. M iscell aneous 

Total 

Number 
of 

i tems 

157 

151 

47 

73 

280 

167 

147 

13 

168 

1,203 

Amount 
(fo lakhs of 

rupees) 

20.04 

11.65 

8 .21 

5.50 

4.35 

1.89 

1 .83 

5.09 

14.88 

74.04 

Par ticulars of some of the important cases are given m the 
following paragraphs. 

2.2. Irregular exemption from purchase/sales tax 

U nder the U. P. Sales Tax Act, J 948, the first purchases of 
foodgrains (including cereals and pul ses) were taxable at 1·5 
f>er cent from 1st October I 964. From 15th November 1971, 
foodgrains were made taxable at I per cen t at all poin ts of 

18 
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purchases. From 19th M ay 1973, foodg.-a ins wer e aga m m ade 
Laxable at first purchase point. 

I n the course of aud it of the Sa les T ax C ir cle, Etah. it was 
11oticed ( ' ep tember 197:)) thaL even though the purchases of 
the (oodgrains were taxable at all purchase poin ts during the 
per iod l5th November 1971 to 18th ~Ia }' 1971, some assessing 
.tuthoriLies continued to a llow exemptions from ptLrchasl' / sa les 
Lax on second and su bsequent pu rchases o( foodg-ra ins. 

W hen this was pointed o u t in a udit (Sep tember 197.J), the 
exemptions all01ved in .> cases on intra-Sta te pu rcha~e 'Lu rnover 

of R s.7,32.134 a nd i n tcr-State sales turnover o f R s.47,86,2 13 
were w ithdrawn and addit ional demands of Rs. I 0.983 and 
Rs..!/.862. respcct i,·el)· were ra ised (J u ly-Augu t 197Ci\ a nd 
Rs.33,8·19 collected (Aug ust-Sep tember 1976). Particu lars of 
the recover y of th e balance are awa ited ( Tovcmher 1977). 

T he matter was reported to G overnmen t in October 1975; 
rep ly is awaited (November 1977). 

2.3. Und er-assessment due to irregular exemption 

Jn the cou rse o[ au d it o f the Sales Tax Circle. Gorakh pur, 
11 was not iced (A ugust I 97G) that a deale r in confectionery, bis­
( 11i ts. medicines, soap , etc., purchased in/er alin bisrnits o ( 
Rs.9,:>8.779 in 1972-73 from dealers within the State. But the 
sales LU rn over of these biscuit · was ex.empt ed from tax (Sep­
tember 1975) by the as5es:.ing officer. 

According to a judgmen t (O ctober 197-1) or the .\llahahad 
High Court, biscuits cann ot be inclndecl in the itc ni " con fec­
t ionen"' which is one o( the specified goods uncle1 1hc U. P. 
Sa les. T ax Act. 1948. As bi cuits also did not rail in an y other 
category o[ specifi ed good~ durin).!; 1972-7 3. thei r t llrnO\ er was 
taxable as unclass ified i rcm s a t the then general ia tc of :l~ per 
cent. 

On this be ing po inted 011t in allCli t <Aug ust I 07Ci), the a:.sess­
mutt order \\,l~ 1c, J -,ccl :\memlier 197fi) ;n1cl aclclition al 

demand or Rs.10.000 was ra ised lt he wrnm·cr of bi~rnits was 
de termined at R -;. l0,00.000 and assessed to lax at ~ j per cen t 
pins ~· per r en t as ad d i tion al tax). 

11 A. G.-1078---i 
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• 
T he matter was reported to Government 1n September 1976. 

Government stated (May I977y that recovery of the addit ional 
tax levied was in progress. 

2.4. Irregular exempt.ion on cement 

Under the U. P. Sa les Tax Act, 1948, cemen t is taxable at 
the p oint of sale by a manufacturer or impor ter. A Central 
Governmen t undertaking at H ardwar (Saharanpur d istrict) 
purchased cement for u se in the construction of i ts factory 
buildings from a cement m anufacturing concern of Satn a 
(Madhya P radesh) during the year 1974-75. The U ndertaking 
returned the defective cement. of R s.4,3 1,425 to the two stock­
ists of the supplier at Saharanpur in 1974-75. 

In the course 0£ audit 0£ the Sales T ax Circle, Saharanpur, 
it was noticed (April 1976) that the assessing officer, while 
finalising the 1974-75 assessment cases of the aforementioned 
two stockists, granted exemption Quly 1975) in respect of sales 
of cement received by them on transfer from the Government 
Undertaking at Hardwar, on the ground that i t was purchased 
from within Uttar Pradesh. 

When Audit pointed out (April 1976) tha t these stockists of 
Saharanpur received cement on account of their Satna suppliers 
and that the sales thereof were l iable to sales tax, being sales 
in the hands of the importers. the assessment cases were re­
opened and tax of R s.39,71 3 was levied in November 1976 on 
sales turno\•er of Rs.4,96,413 of the aforesaid cement. 

The matter was reported to Government in April 1976. 
Government stated (Jul y 1977) that ou t of R s.39,713, R s.32.294 
had been recovered and the b alance was in the process of re· 
covery. 

2.5. Non-levy of tax on sales of maps 

Under the U. P. Sales T ax Act, 1948, •any department of the 
State or Central Governmen t which carries on the business of 
buying or selling goods in Uttar Pradesh, whether for commis­
iion, remuneration or otherwise, is a dealer liable to tax . 

• 

• 
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• In lhe aud it o( the Sales Tax Circle, Dchradun, it was. 

noticed (May l 976) that a department of the Central Govern­
ment, lucaced at Dehradun, sold maps to departments and 
corporate bod ies of various State Governments and was allow­
ed exemption (May 1975) from payment of sales tax on these 
sales on the ground that the sales were made by a Government 
depar tment. 

vVhen it was pointed o u t in aud it (May 1976) that such a 
department was also liable to sales tax, tax of R s.20,240 was 
levied (November 1976) on in tra-State sales of R s.19,129 and 
inter-State sales of R s. l ,94, 751 (not supported by p rescr ibed 
declarations) made to other State Governments and corporate 
bodies d uring the years 1972-73 and 1973-74. Particu lars of 
co!Jection are awaited (November 1977). 

The matter was r eported to Government in J une 1976; repl y 
is awaited (November 1977). 

2.6. Turnover of coal escaping assessment 

Under section 3E of the U. P. Sales Tax Act, J 948, as amend· 
ed from 21st May 1974, ir a deale1 makes tax.-frce purchases of 

• taxable goods, he must either pay sales tax on the sales of such 
goods, or if the goods are u sed or deal t with in a man ner so 
as to avoid payment of suc.h tax, he must pay purchase tax on 
his purch ases at the same rate at which h e might h ave been 
required to pay the sales tax. 

In the course of audit of the Sales Tax Circle, R ae Bareli, it 
was noticed <July 1976) that 24 brick dealers purchased coal 
of R s.4,22,348 from unregistered dealers d uring the period 21st 
May 1974 to 31st March 1975 and consu med it in the manu ­
facture of bricks at their brick ki lns. Since coal was taxable 
at 3 per cen t at Lhe point of sale to the consumer and the 
sellers being unregistered dealers could not be taxed, the brick 
dealers were l iable to pay tax on the purchase price of coal. 
No tax h ad, however, been assessed on the turnover of coal of 
R s.4,22,348. • 

On this being pointed out in audi t <July 1976), the dealers 
were :re-assessed to addjtional tax of Rs.1 2,670 which was 
deposited by them in full (O ctober 1976). 

• 

• 

• 
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2.7. i ncorrect compu tation of sales tu r nover 

ln Lhe course c~ audit of the Sales T ax Circle, Jhansi, it was 
noLiced (August If176) that the Cen tral R ailwa) (registered as 
a dealer) d i sclo~ed safos turnover~ of iron scrap amounting to 
R s. 1,43,36,368 an cl R s. I. 79,3 I, 76:1 for the a ses men t years 
197:3·7'1 and l!J7·1·75. respective!). ~.11cl the assessments were 

m ade accord ingly in December 1975. It was, however. noticed 
in a udi t that the assessee had auctioned iron scraps in lots and 
the sales turnovers for lhe aforesaid years, on the basis of the 
rates offered for eac:h lot and the q uantity con ta ined in each 
lot. actually worked out to Rs- l.'1 fi,80,304 a ncl R s.1,90.54, 132, 
respectively: Sa les turnovers o f Rs.3,4 '.1,93G :rnd R s. 11 ,22,369 
att racting tax of R s.43,989 (in the aggregate ;H 3 p er cent) had 
t hus escaped assessment. 

T he matte r 1n1s reported to Gm·cnir11e11t in August 1976. 
Governmen t slated (July IU771 that add itional demand of 
Rs.4 3,989 had since been raised. R eport regarding its r ecovery 
is awaited ( 1ovember 1977). 

2.8. Incorrect classifa.ation of absorbent cotton wool as cotton 

Cotton is one o( the " declarecl goods" under the Central 
Sales Tax Act, 1956. B ut absorben t cotton wool, commonl y 
known as su rgica l cotton, prepared b~ d eani ng, boiling, 
') leaching, drying an<l carding gi nned cot ton and made an ti­
scptk , terile and fi t for surgical u.;e is 1101 1cgarcled as cotton. 
IL is a different commercial co111 n1odiLy and held to be so judi · 
ciall y. Since no specific rat e of sales tax ha s been prescribed 
Lor it u nder the U. P. Sales T<1:-.. Act, 1918. it is taxable ~t the 
gen eral r ate of 3 per cent u p to I Ith O\'em ber 197 1 and 3k 
p er cent up to 30th November l fl7 ~ at all po in ts of sale and 
a t i per cent from l st December 1m:: in th e hands of the ma nu­
facturer or importer. Its inter-State sales turnover. not cover­
ed by declaration forms, is taxable at 10 per cent under the 
Central Sales Tax Acr, 195G. 

• 
rn the course of audit of the Sales Tax C ircle, Kan pur, i t 

wa\ noticed (February 1977) tha t the in tra-State sa les turnover 
of Rs.18.22A66 and the inter-State ales t11rno\'cr of R s. 15.46,474 
not covered by clcc.laration forms) of ab orbent cotton wool 

• 
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of a manufacturer-dealer for the assessment years H~ 1-72 Eo 

1973-74 was assessed (February and March 1976) at 3 per cent 
or exempted from sales tax treating it as couon. Consequently, 
there was u nder-assessment of tax lo the extent of Rs. l,49,568 
in the aggregate. 

The matter was reported to Government m March 1977. 
Government sla ted (Mar 1977) that instructions had been 
issued by them in October 1969 to the effect that surgical 
cotton was in fact cotton and assessmen ts were made accord­
ingly. Governmen t further stated that on receip t of advice 
from the Governrnen t of I ndia in September 1975 tha·t surgical 
cotton could not be treated as cotton which is one of the dec­
lared goods under section 14(2) of the Central Sales Tax Act, 
I 956, revised instructions were issued by them in April 1976. 
Th us, owing to issue of inconect instructions of October 
1969. revenue of R s.1 ,49,568 had be~n forgxm e by Govern men r. 

2.9. Under-assessment of tax on zinc dross 

Under the U. P. Sales Tax Act, 1948, copper , tin, zinc, 
nickel or alloy or scrap conta ining any of these metals only 
is taxable at l per cen t and all other kinds of metals and 
alloys were taxable at 3~ per cent from 15th NoYember 197 1 
till 3rd November 1974 at all points of sale. 

In the course of audit of the Sales Tax Circle, Kanpur, ic 
was noticed (May 1977) in one case that sales turnover of 
R . 19,03,558 of zinc dross for the assess111e11 t years 1972-73 and 
1973-7 ~ ·was asses ed (Jul y 1976 and October 1976) to tax at 
1/2 to 1 per cen t as 1inc. The chemical composition o f 1inc 
dross. as given in th e manufacturer's Reference Book, was 
approximately: zinc 93.33 per cent, iron 4.5 per cent. alumi­
n ium 0·83 per cen t and lead 0·81 per cent. Thus, zinc and 
Linc c.":ross are t11·0 cliITerent commercial commodities as the 
forme r is a metal whi le the la tter is an alloy mainly of zinc 
and iron. Since the en try 'copper, tin. zi nc. nickel or alloy 
or scrap containing• any of these metals onl y" is confined to 
alloy of copper, tin, zinc a nd nickel only as per a decision 
(1974) of the Allahabad High Court, zinc dross was taxable 
at 3! per cent as an alloy of other metals in the instant case. 
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Whel\ this was pointed out in audi t (Ju ne 1977), the assess· 
jng authority revised the assessment orders and raised (May 
I 977) additional demand of R s.53,946, the recovery of which 
is in progress (November 1977). 

T he matter was reported to Govern ment in June 1977; 
Teply is awaited (November 1977). 

2. 10. Under-assessment of tax on vulcanising solution 

Under the U. P. Sales Tax Act, 1948, chemicals of all kinds 
including fuel gases such as Bursbane and Jndane but exclud· 
ing soda ash and caustic soda are taxable at the rate o[ 7 per 
cent in the hands of the manufacturer or importer sin ce 1st 
April 1966. 

In the course of a udit of the Sales Tax Circle, Lucknow, it 
was noticed (Apri l·M ay 1976) tha t the sales turnover o[ vul­
<a nising solution of one dealer amounting to R s.3, 11 ,392 for 
1 he assessmen t year 1969-70 and of another d ealer amounting 
to Rs.7,18,339 for the assessment year 1971-72 was assessed 
(J une 1973 and J anu ary 1976) at the general rate (for unspeci­
fied i tems). But vulcanising solution is a product of sulphur 
used ma inly in treating rubber at a high temperature to in­
crease its elasticity and strength. Since tbe process of vulca­
ni at ion acts by chemical means, vulcan ising solution hould 
have been appropriately taxed as a chemical. 

When this was pointed out in aud it (May 1976), the depart­
m ent sough t (May 1976) clarificat ion from Government who. 
in consulta tion with th e Law Depa rtment , advised (June 1976) 
that vulcanising solution is a chemica l. Thereupon, the 
as'iessing authorities revised the assessment orders and raised 
(August 1976 an d February 1977) additional demands of 
R s.14,655 and R s.27,467 ;igaimt the two dealers. Part iculars 
of recovery of the amount are awa ited ( ·o,ember 1977). 

2.11. Incorrect trc;itmcn t of biscuits as cooked food 

Under the U. P. Sales Tax Ao, HM 8, :t ), amended from 22nd 
J.1nuarv 1973, the turnover of bi rnits . old in sca led or tinn· 
cd containers, for wh ich no separate rate of ale. lax h a~ 
been specified. was t<txable at ~~ per cent at all poin ts of sale 
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up to 30th N ovember 1973 and at 7 per cen t in the ~ands of 
the manufacturer or importer from 1st December 1973. 

I n the cou1se o( audit of Lhe Sales Tax. C ircle, Meerut, it 
was noticed (July 1976) that th e sales turno,·cr of R s.8,26.044 
of imponed biscui ts sold in sealed con tainers of a dealer p er­
La in ing to the assessmen t years 1973-74 and 1974-75 was assess­
ed <J uly 1975 and N ove mber 1975) to tax at 2 per cen t as 
cooked food. When iL w as po inted ou t in audi t that biscui ts, 

accord ing to a jud icial decision, do not fall in the category 
o f cooked food, the assessment orders were revised and addi­
tiona l clc mancl of R s-!l3,423 was ra i ~cd (December 1976) 

Government stated (August 1977) th at the addi t ion al demand 
of R s.33,423 was recovered in full <Janu ary 1977). 

2.12. Incorrect application of rate of tax in resp ect of rubber 
solution r 

The turnove·r i11 respect of goods o'.her than those specified 
in any no tificatio 11 u nder the U. P. Sales Tax Act, 1948, has 
been made taxable at the poi n t o f sale by the m anufacturer 
01 im porter at the .rate o f seven per cen t with effect from 1st 
December 1973 . 

In the cou rse of aud it of the Sales T ax Circle, Aligarh, i t 
,,·as noticed (August 1976) that an asscssee manu factured rub­
ber solu t ion and also effected sales o f rubber solution in U ttar 
Pradesh in his comm ission agency on behal f of his ex-U. P. 
principals. T he assessee's turnover of sales of self-manufac­
tmed rubber sol ution of R s.5 ,17,952 and in respect o[ com ­
m ission agency sales amou nting to Rs.87.829 for the period 
ht December 1973 to 3 1st M arch 1971 was assessed to tax at 
'.l~ pet cent only. A the commodity 'rubber olution ' was 
not specified in any notification is ued under the U. P. Sales 
I .ix \ ct l!l18. ih tu1n0\cr \\"a~ t <• xable at 7 per cen 1 in the 
hand~ of the as cssee with effect from 1 t December 1973. 
·1 hen.: "a\, th us. under-assessmen L of tax of R s.22,252 on the 
t tirno' er of Rs.6,35, 781. • 

On this bei ng poin ted out in audi t (August 1976), the 
dcpanment revised the assessmen t order and raised add itional 
demand of Rs.22,252. 

• 
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• Government stated (August 1977) that the recovery of the 
addition:l demand raised was in progress. 

2.13. Taxal>ility of acrylic fibre 

Under the U. P. Sales Tax Act, 1948, staple fibre yarn is 
taxable at the rate of 2 per cent. However, acrylic fibre or 
acrylic yarn which is an unspun synthetic fibre used for kni t­
ting is not the same commodity as staple fibre yarn. Yarn i 
a Lcxiilc fibre produced through the process of spinning and 
used in weaving but acrylic fibre has very little tensile strength 
and cannot stand the strain of spinning and weaving. T hu s. 
acrylic fibre cannot be treated as staple fibre yarn and taxed 
at the rate of 2 per cent. The commodity is to be treated a 
an unclas ified item and taxed at the general rate of 7 per 
cent. 

In the (Ourse of aud it of the Sales Tax Circle, Meernt, i t 
was noticed (April 1977) that sales turnovers of R s.1, 10.000 
and R s.1,37,850 of imported acr ylic yarn o( two dealers per­
ta ining to •the assessment years 1974-75 and 1975-76, respecti vel y. 
were assessed (September 1976) to tax at 2 per cent as staple 
fibre yarn instead of at 7 per cent as an unclassified ite111. • 
T his resul ted in under-assessmen t of tax of Rs.12,392 in the 
aggregate. 

The matter was reported to Government 111 :\fay 1977 ; 
final reply is awaited (November 1977). 

2.14. Non-imposition of p enalty on concealed turnover 

Under the Uttar Pradesh Sales Tax Act. 1948, if the a ses~­
ing a uthori ty is sa tisfied that any dealer or other person has 
concealed the particulars of his turnover or b as deli berately 
furni shed inaccurate particulars of such turnover, it ma). 
:.l r LC r such enqu iry as iL ma y dec111 nc.·(.essar} . direcr that such 
dealer or person shall pay, by way of penalty. in add ition to 
the tax payable by him, a sum not less than 50 per cent bu-t 
no t exceeding 150 per cent of the amount of tax " ·hich "·oul d 
thereby have been avoided. • 

In the course of aud it of the Sales Tax Circle. Varana i, it 
was noticed (October 1975) tha t an assessee firm was soJ-e sell­
ing agent for Uttar Pradesh for vanaspati and wash ing soap 
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manufactured by a concern of Maharashtra. The \ ales turn · 
over of vanaspati and washing soap disclosed by the assessee, 
as comm1ss1on agent, was Rs.9,37,973, Rs.16,73,148 and 
Rs.14,59,5 19 for the years 1969-70, 1970-71 and 1971-72, respec­
tively. On an enquiry made from the concerned Commercial 
Tax Officer, Maharashtra and the assessee's principals by the 
assessing officer, it transpired that the principals bad actually 
supplied goods of Rs. 16,81,717, R s.37,19,359 and Rs.34,97,495 
during the respective years. The returned turnover of the 
dealer for all the three years was not, therefore, accepted and 
he was assessed (March 1975) on best judgment basis on turn­
over of R s.18,50,00CJ, R s.39,75,000 and R s.40,20,000 for the 
Years 1969-70. 1970-7 1 and 197 1-72. respectively. The dealer 
had, thus, concealed h is turnover by deliberately furnishing 
inaccurate particulars and was liable to penalt y of not less 
than R s.2.00,642 and not exceeding R s.6.01,926. No penal 
proceedings were, however, in itiated by the department. 

O n this being pointed out in audit (October 1975), penalty 
of R s.5,40,000 was imposed on the dealer (November 1976). 
Report regarding recovery is awaited (November 1977) . 

The matter was reported to Government in December 
J 975; reply is awaited (November J 977). 

2.15. Non-levy of penalty for belated submission of retur ns 

Every dealer who is l iable to pay tax under the U. P. Sales 
Tax Act, 1948, is required to submi t such return or returns of 
his turnover at such interval . within such pP.riod, as may be 
prescribed . Before submitting the return or ,1Jong with the 
return the deia ler is al so required to deposit the amount of Lax 
due on the turn over shown in such return. If the assessing 
authori ty is satisfied that any dealer has, without reasonable 
cause. failed lo furnish the rel urn of his turn over or to fur­
nish it within the time allowed or to deposit the tax due 
under the Act before furni shing the return or along with the 
retl11 n , it may dii;ect that such dealer shall pay hy way of 
penally, in add ition to the tax, if any, payable by h im, a 
sum not less than JO per cent but not exceeding 50 per cent 
of the tax due if the tax due is above Rs.10,000. 

H A. G.-)978-5 
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In the Shies Tax Circle, Ghaziabad, 
(August 197 5) that a dealer in cycles 
turns of his turnover as follows: 

Duo da te for sub­
mission of re­

turn and doposit 
of tax 

it was noticed in audit 
furnished quarterly re-

Amount 
of 

tax duo 

Rs . 

Aotua l dato on 
wh ich r oturn 

was submitted 
a long with re­

c9iptod chal lans 

Quar ter ending June 1970 31st July_- 1970 2 ,42,869 21 sL SepLomber 

Qua1 ter ending September ::llst October 
1970 1970 

Quarter ending December 31s t J anuary 
1970 1971 

1970 

2,22,681 5Lh D ecember 
1970 

1,56,865 8th September 
1972 

The dealer was, 1thus, liable to penalty o[ not less than 
Rs.62,241 and not exceeding R s.3.I J ,205 for belated submission 
of returns. No penal action was, however, initi ated by the 
department. 

On this being pointed out in audi·t (August 1975), penal ty 
o f R s.2,51,208 was levied in May 1976. R eport regarding re­
covery is awaited (November l 977). 

The matter was reported to Government in J anuary 1977; 
final repl y is awaited (November 1977). 

2. I 6. Recognition certificates 

Sect ion 4-B of the U. P. Sales T ax Act, 1948. provides a 
sd1 eme of ~pec i al relief to the manufacturer~ of goods notified 
under th at sect ion under speci fied conditions. J[ a manufac­
tu1 e r o( the no '. ifi ed goods wants to aya il of lhe special relief. 
he will ha,·e to obta in from his assessing offi cer a 'recognition 
cer t ificate· whereu pon lie will not ha \'c to pay or will have to 
pay a1 a concessional ra te sales tax or purcha~c tax on h is pur· 
chase• or raw maLcrials for n e in the man ufact ure of the no ti· 

• fi ccl good . piovidcd he i>clls his man ufac[tn ed prod uct• 111 

Lhe Sta •e of U tlar Pradesh or either in the cliurse of inter- talc 
trade or CGmmerce or in Lhe course of export ou~ of India . Jf 
a dealt:•r. in who c f;nour a recogni tion certificate has been 
granted. uses the raw maLeri als for a purpose other than that 
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for which the recognition certificate was granled to' him, such 
deale1· shall be liable te pay as minimum penalty an amount 
l'qual LO the amount of relief in tax secu red by him in pur­
c. ltases of Lhose raw ma terials. There is no pro,·ision in the 
AcL for le\'y of any tax in addi !ion to penalt) 

(a) In the course of aud it of the Saks Tax ('ii-cle. Kanpur, 
iL " ·as noticed (May 1977) that a dealer was grt1n te d (1969) a 
1 ecog11i t ion cenificate for the purchase of raw materials for 
11 se in the manufacture of vanaspati and soa p. During the 
>utr 197'3-74, he purchased mustard oil of R s 65 lakhs free 
of lax from the oil manufacturers of Uttar Pradesh and u ti­
lised mustard oil of Rs. 21 lakhs in the manufacture of vanas­
/mti and soa p and consumed mustard oi l worth Rs- 44· lakhs 
i11 the manufacture of refined mustard oil. Alt ho ugh 'refined 
oils' a re also notified goods, yet the brnefiL of tax·free pur­
chases of r aw m aterials for refined oil s could not be availed 
of by the assessee as he was noL granted <1 recogni tion certi · 
ficate for refi ned oi ls. Notwithstanding Lhe fact thaL the asscssee 
paid the tax due on the sale of refined mustard oil in Uttar 
Pradesh, he was liable to pay minimum p e:nally of R s. 1-32 
lak hs at the rate of '.l per cent on his pu rchases of mustard oil 
of Rs.44 lakhs which were not used for the purpose specified 
in th e recogn ition cerdlcate. 

·when tl1is was po inted out in audi t (May 1977), th e dc.part­
mem ini t iated penal ty proceedi ngs ;1ga inst the· assessce. Fur­
ther report is awaited (November l fl77)· 

The matter was reported to Go,·e rnment 111 June 1977; 
1 cpl~ i ;n,·a ited (November 1977). 

(Ii ' 111 the cou rse of audit of the ~a le~ Tax Circle, Lucknow, 
11 was noticed (May 1976\ that a dealer in ty1es and tubes had 
1,ce11 allowed <Januair 1976) exemption from payn cnL of sales 
t,1x vn hi s tumo\'er of R s. 25,40,81 i d uri ng the as<es~ment 

'ca1 1971 -72 o n t!ie basis of certificates of the purchasers to 
the cIToct that they were be'.ng purchased for use as raw ma!e-
1 ial in the manufac ture of bicycles- The m ain purchacer was 
a bi<..yd e manufacturer of Ghaziabacl whose purchases were 
worth R s- J 5,22, I 00. To Y<:>rify the correctness of the certifi-
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Cales, the '1ssessmcnt fi le of Lhe Ghaziabad dealer for the relc­
vanl year was verified in audit (July 1976) and it was found 
that the dealer had transferred tyres and tubes worth Rs.93,000 
to his Bombay head office and had uti l ised tyres and 
tubes woT>Lh R s.3,92·100 in 1he manufacLUre of rickshaws. 
Since the dealer should not have, under the sales tax law, 
transferred his stocks of raw materials to Bombay or util ised 
lhem in lhe man ufac :u re of rickshaws, he wa:. lia ble to pa} 
minimum penally o[ Rs. (i,500 and R s. 27,417 for the two 
offences. Bu t the department had no t taken any penal action 
against th e dealer for these offences. 

On the omissions being pointed out in aud it (May 1976), 
Governmen t stated (Odtober 1977) that penal ties of R s.8,500 
and R s.30 ,000 were imposed upon the deale1 for the aforesaid 
offences. Of this, R s.8,500 were recovered in December 1976 
and the recovery of the balance is in progr ess (November 

1977). 

(c) In the course of audit of the Sales Tax Circle, Etawab, 
it was noticed (June 1976) that 3 commission agents made 
first purchases of oilseeds of R s- 23.61.587 during the asses -
ment years 1971·72 and 1!)72·73 on behalf of oilmillers h old ing 
recogni t ion certificates. The purchase turnover of R s.23,61.587 
was assessed ( 'eptember 1975-February 1976) al tho 
hands of the commi sion agents at the concessional rate of ~-} 
per cen t .(incl uding add it ional tax at {· per cent.). T his was 
irregu lar because the commi.sion agents had no recognition 
certi fi cates. 

On th i being pointed out in audi t (July 1976). the a scs -
men [ orders were re vi ed :lnd additional demands of Rs. I 1,798 
1ai ed (January 1977\ the recoverv of wh i:h is in progre-;s 
( !O\·cmbc·r 1977). 

fh c m atter was reported to Govcrnmen1 in J uly 
repl y is awa ited (Novem ber 1977). 

• 
2. 17. Non-levy of penalty in evasion cases 

1976: 

In the course o( audi t.. o( the Sales Tax Circles, Moradabad 
(February 1976) and Barauc (June 1976), i t was no ticed that 
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during surprise raids (1970 and 1973) of the busin• ss premises 
of th ree regis:ered dealers, doubl e sets of account books were 
recO\·ered which d isdosed l>U ppressio n o f turnover o[ R s. 34 
lakh s approxi male h . On the ba sis or illc riminaLing· docu­
menLs sei7ed in .,ut p r ise raids. a best j udgm ent as~essm.:n·: 

·was m ade in cadt c. ase a nd ;1clditional de mand o( tax of 
R s.l.00.12.J in the .1gg1egale was raised (February 197.J, March 
l~l75 and Marth l !l'iG) -

Since the de~1k1, had accep:cd the fact of concealment o E 
1 he part icu lars of their turnover at the t ime of Gnal hearing 
o f the ir cases peort:i ining to the assessmen t years 1970·71 and 
1073-74- they wt.n: liable lo pa). by \\'ay of penal ty, a sum 
not less than !iO per cem but not exceeding one and one-ha lf 
ti mes of the amount of tax which had been avoided. The 
imposition or penalty wa ' however. not considered by the 
department. 

. On t ltis o n1i -.s ion being po inted ou t m aud it (r.ebrua.ry 
1!176 and J11ly l!l7G). pen alt)' o ( R s. 8 1.00-0 in the< aggrega te 
was imposed 0 11 the a foresaid Lhree d ealers . 

Governmen t ->' 1ted ' J une 1977) that the rec.o,·e ry of the 
penalty impo!>ed wa~ in progress. 

'.?.18. Non-levy o f in terest for belaLed payments 

Under the lJ - I' - Sale Tax All. I !N 8. a~ amended from 
~Ci th May 1975. tlt e tax payab le by a dealer on the basis o f 
his return is required LO be deposited within the t ime pres­
n ibed or In the thirty· first day of Aug 11st 1973, wh ichever i s 
la ter, fa iling 1d1id1 ,imple in Lercsr at the ra te of two pc•r cent 
!or every month 01 part thereof ~ h all become due and be 
p,1yable on the u npaid amo11n1 with effect from Lhe day im-
1nediately following· the last date prescribed or with effect 
fro m the first d ,1} or June 1!)7,-,, whichever i~ Ja1er -

ln the cour~ 1>f a udit or the Sales Tax C ircle. i\llalu1bad , • 
i1 was noticed ( ~member 1976) that a manufacturer o r wbcat 
p1oducts and o il adm i tted in his ret urns for the \ Car 1971-72 
the purchase~ of foodgrains and o il eeds o f R s. I .'1 ~-2.i.953 in 

• 
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The deale~should h ave deposited this· tax latest by 3 lst August 
1975 but he depooited it in March 1976. The dealer was 
thus li able to in terest of R s.36.685 at the rate of 2 per cem 
per month For the· period 1st June 1975 to 31st March 1976. 
The depanmenL however, did not le\'y and reali e the 
inte rest due. 

On this being pointed out in audi t (November 1976). 
in terest of Rs.36.685 was realised from the dealer (Rs. 17,446 
by adj ustment agai nst the d ues payable to the dealer by the 
departmen t and Rs.19.239 in cash) in November 1976. 

2.19. Short levy due to application of incorrect rates 

U nder the U. p . Sales Tax Act, 1948, prior to J5tli 
November 197 1. agricultural implemen ts and tractors includ ­
ing the ir parts and accessories were taxa ble. under a single 
entry. at 3 per cen t at the poin t of sale by the manufacture r 
or importer. From 1 5~h r ovember 1971, tractors and parts 
and accessories thereo[ were notified separately and were 
m ade taxable at 5 per cen t, while other agricul tural imple­
m en ts and pans and accessories continued to be taxed at ~ 
per cent. upto 30th September 1972 

In the course of audi t of the ·Sales T ax Circle, Kanpur, i t 
was noticed (February 1977) that the sales turnover of a 
dealer of tractors and parts and accessoric , amounting to 
R s.17,62.910 fo r the period 15th Novem ber 1971 to 30th 
September 1972, was assessed (J anuary 1976) to tax at 3 
per cen t only under the original en tr y. This resulted in 
shon levy of tax of R s.35.258· O n thi being pointed ou t 
in aud it (Febr uary J 977), addi tional demand of R s· 35.258 
was raised in 1\Iarch 1977. R eport regard ing recovery i 
awai ted (November 1977)· 

The m atLer was reported to Government 1n Februa1y 1977; 
reply is awaited (November 1977) . 

2.20. U nder-assessm en t of tax due to arithm~tical euor 

,(a) In the course of audit of the Sales Tax Office, Sitapur, 
it was noticed Qune 1976) that a dealer in oil and oilseeds 
was assessed on a turnover of Rs.'39.30.182 for the year 
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• 1974·75. But owing to a mistake in calculation, tjX on the 

turnover was worked out at R s- l ,0'7,567 instead of Rs.1.17.567-
This resulted in short levy of tax of R s-10,000. Besides. 
there was short levy o f additional tax of R s.1 85. 

On th is being pointed ou L in audit O une 1976), the assess­
men t order was revised raising add ition al demand of Rs. 10,185. 

(b) In the course of audit of another Sales Tax Office 
(Ghaziabad), it was noticed (November 1976) that a dealer was 
assessed (March 1976) on his inter-State sales of pumps and 
machinery amounting to Rs.29,05,554 a t 3 per cent (covered by 
declaration forms) and Rs.25,67,030 at IO per cent (not covered 
by declaration forms) for the year 1971-72. The correct amount 
of tax on the aforesaid sales worked out to R s.3,43,869, whereas 
it was computed at Rs.3,33 ,869 only by the assessing officer. 
This resulted in under -assessment of tax of Rs.10,000. 

On this being pointed ou t in audit (November 1976), the 
assessment was revised and addit ional demand of Rs. 10,000 
was raised . 

Both the cases were reported to Government in April 1977 · 
Government stated (August 1977) that the additional demands 
of R s. I0,1 85 and R s. 10,000 had been recovered in Ju ne 1976 
and January 1977 . re.ispectively. 

2.21. Non-levy of addi tional tax on certain dealers 

Under the U- P. Sales Tax Act. 1948, every dealer whose 
total turnover of sales or of pu rchases or of both in any 
assessment year exceeds rupees two lakhs shall pay for that 
assessment year an additional tax '.1t the rate of quarter per 
cent upto .1 4th November Hl71, half per cen t from 15th 

Tovcmbcr 1971 to 3rd ·ovembcr 1974 and one per cent 
thereafter. 

In the course ~r audit, it was noticed (April -1976 to Sep­
tember 1976) that in 11 sales tax circles, additional tax 
amounting Lo R s.36,23 0 had not been levied at all on an 
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• aggregate pxable turnover of Rs.89.2 1 lakhs pertammg to 
the period l st October 1970 to 31st March 1975. 

On this being pointed out in audit, the department rectified 
the assessments in re pect of 7 circles and raised additional 
demand o( R s.24,739· Report regarding rectifica tion in 
respect of other circles as well as the coll ection of addi­
tional demand already rai ·ed is awaited (No\·ember 1977). 

The ma tte r wa s reponcd to Government in J anuary 1977; 
1-cply is awa ited (November 1977). 

2.22. Omission to assesa additional tax 

Jn a surpri se- raid (November 1975) of the busines premises 
or a Tlfll/.{ISpnti dealer O[ Saharanpur, the Special Jn\-estigation 
.Branch of the Sales Tax Department seized some incriminat­
ing documents showing huge evasion of tax and passed on 
i t~ fi nal report to the.• a sse~sing officer for utili sa tion. On the 
b;i i ~ of that report. the assessing officer rejected the dealer's 
boc ks of accoun ts for the assessment year 1973-76 and assessed 
<December 1976) him to tax of R s.2,02,560. on best judgement 
basis, on an estimated sales turnover of Rs.25,32,000. But • 
he omitted to levy the addi tional tax on this turnover. 

On the om ission bein g pointed ou t in audit (April 1977), 
the department revised the assessment order and raised (June 
1977) add itional d c.: manct of R s.25.320. Paniculars of recovery 
a1c awa ited (Novem ber 1977)· 

The matter was reported to Go\'ern1tlC'11L 111 May 1977: 
1cply is awai ted (November 1977)-

2.23. Inter-State s<t Ies treated as sales in the couxse of export 

Under the Central Sales Tax Act, 1936. no tax is kviablc 
on sale or purchase of goods in Lhe course- of their ex port. ou t 
of the terr itory of Ind ia. A sale or purchase of goods sh;ill 
he deemed LO take pl ace in the course of ex port of the goocl~ 

• out of the• terrilory o f 1ndia only if the • <1le or pu rcha•c 
l·ither occasions such export or is effccLecl by a transfer of 
doc uments of Lille to the• goods after the goo~ls ha\ e cros ed 
1he customs frontier of India . 
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By virtue o( an amondment to the Central Sales 4ax Act, • 

1956, effective from Jst April 1976, the last sale or purchase 
of any goods preceding the sale or purchase occasioni ng the 
export of those goods ou t of the terri tory of India shall also 
Ix• deerned to be in the co urse o f such ex port. if such last 
sale or purchase took place after, and was for the purpose 
of complyi ng with, the agreement or order for or in relation 
lo such export. 

(a) In the course of audit of the Sales Tax Circle, Kanpur, 
it was noticed (October 1976) that a dealer sold upper portions 
o f footwear for R s.83,73,737 to lhc State Trading Corporation 
during the assessmen t years 1972-73 to 1974-75 which, in turn, 
supplied them to foreign buyers as per contracts of sale executed 
between the State Trading Corporation and the foreign 
bu)ers. These sales were c·xempted from tax Quly-September 
1975) considering them as sales in the course of export out of 

India. 

When it was poi nted out in audi t (December 1976} tha t• 
the last sales preceding the sales occasioning the export of 
those goods out of the te rritory of Jnd ia could not be deemed 
to be• sales in the course of export out 06 India till the amend­
ment of the Central Sales T ax Act with effect from Isl April 
I 976. the department ra ised tax demand of Rs.8,37.374 (Apri l 
1977) on in ter-State turnover of Rs.S-3,73,737 (not supported 
by prescribed declaration s). Report regarding recovery is 
awaited (November I 977). 

T he matter was reported to Go\·ernment in December J 976; 
rep ly is a\,·aited (Novembe'I" 1977). 

(b) Jn the course of audit o( the Sales T ax. Circle, Lucknow, 
i t was noticed (June 1976) th at the u. ]>. Sta te Agro Industrial 
Corporation Ltd., Lucknow, supplied tinned fru i t preparations 
of Rs.3,62,:'5 10 during 197 1·72 to the State T rading Corporation 
of India, wh ich had entered into con tracts with the fore ign 
buyers, and deliven!d the goods on board the ships for export 
out of the terri tory o( India. These sales for export were 
treated as sales in the course of export by the assessing officer 
and exempted from levy of tax (March l 976). Actually, only 
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• ~he sal~ m ade by the Slate T rad ing Co1poration of Iudia to 
the foreign buyers were sales in the· cou 1 <e of export. ' Vhen 
it was pointed out in audit (J uly 1976) tha t in th e absence of 
privi ty of contract be tween the dealer and the foreign bu yers 
the exempti on was not in order, the a ~essmen t order was 
revised (November 1976) and tax o( Rs.'.\6.25 1 was imposed 
on the aforemen tioned sales. Report regard ing recovery is 
awai ted (November 1977)· 

• 

•• 

---

The matter was reported to Governme nt 111 J ul y 1976; fi nal 
reply is awaited (l\'ovember 1_977) 

2.24. Incorrect exempt ion of inter-Sta te sales 

U nder the Central Sales Tax Act, 19.)6, a sale or purchase 
of goods shall be deemed to take place in th e co urse of inter· 
Sta te trade or commerce if the sale or purchase occasions Lhe 
m ovement or goods from one State to another. IL has been 
j udicia ll y held that a sale wi ll be deemed to have occasioned 
the niovement o f the goods from one State to an other onl y 
when the movement is the result of a covenant or incident or 
the contract of sale. 

In the cou rse of au dit of the Sales Tax Circle, Meerut, i t 
was noLi<:ed (October 197.'I) that a dealer in silver bull ion was 
exempted from pa) mem of sales tax on sales turnoYer or 
Rs. 10.99.0 ln du ri ng the asse ·sment year 1972·73 on the ground 
that the sa le were effected in person a l Delh i. T he modus 

OjJerand i o r his businc'SS was that the dealer yisited Delhi, 
secured orders for supply of silver bulli on from one particular 
dealer of Delh i, came back to Meeru t, purchased the goods, 
t ran sported them Lo Delhi and delivered the goods to the 
dealer at Del hi. As the rnove111ent o( goods from the State of 
U u ar P radesh to the U n ion Terri tory of Delh i was as a rc'Sul t 
of suppl y orders prornred by the Uttar P radesh dealer, the 
transaction is in the nature of inter ·State sale. I t is immaterial 
when the p roper ty in the goods passes. When this was pointed 
out in aud it (October 1975), the depanmoot revised the assess­
m ent o rder and raised (f ebr uar r 1977) additional demand of 
'R s.10,990 (at one per cent), the recovery of which is in progress 
,( N1 )vember 1977) . 

• 

• 



• 

• 

37 ) • 
The malter was reported to Government in 

reply is awaited (November 1977). 

• 
ovember 1975; 

2.25. Over-assessmen i'. clue to application of incorrect rate of 
tax 

Under lhe Central Sales Tax 
which arc not supported by the 
taxed as under: 

Act, I 95G, inter-State sales 
prescribed declarat ions arc 

(i) If the Sta te nlle or tax on th e commod iLy is lower 
than three per cent (4 per cen t wi th effect from Jul y 
197!1\ at the Late rate; 

(i i) If the Stale rate is three- per cen t (4 per cent with 
effect from July 197 3) an d ,1bo ,·e bm does not exceed ten 
p er cent, a t ten per cen t ; 

(ii i) If the State rate exceed s ten per cent, a t the State 
rate. 

Thus, staple fibte· yarn wh ich is taxa ble a t the rate o( 2 
per ccnl unde r the U. P. Sales Tax Act . 1948, is also taxable 
at the same rate under Lhc Central Sales Tax Act, 1956, ir­
respective of whc•ther it is cove1 cd b y declarations in the 
prescribed fo1 ms. 

ln the cour~e of audit o f the Sales Tax Circle, Kanpur, it 
,,ras no ticed ( February 1977) that the in te r-State sales turnover 
of stapk· fibre yarn o( a dealer not covered by prescribed 
declaration amou nting to Rs.3.00,000 for the assessm ent year 
197 1-72 was taxed at the rate of 10 per cent ,instead of 2 per 
cen t resulting in over-assessment o f tax o ( R s-24.000. On this 
being pointed o ut in a udi t ( March 1977), the case was reope•1ed 
and the assessment o rder was rev ised in May l 977. The 
o bjection had been acceplcd by Government (August 1977). 

EXCISE DEPARTMENT 

TAX ON SALE OF MOTOR SPIRITS AND LUBRIC.~NTS 
• 

2.26. R esults of test audit in general 

During the year 1976-77, test audil of the documen ts in the 
District Excise Offices r evealed n on-levy/ sho rt levy o[ tax on 
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• sales of motor spirit, diesel oil and alcohol, non-levy/ short 
levy of fee for registering motor spirit and diesel oil dealers, 
etc., to the ex tent of Rs.6·94 lakhs detailed as under: 

Nature o f irregula rity Nurr.b~r Arr:ount. 
of (fo lakhs 

items of rupus) 

J . )l"on levy/short levy of tax on Katos nf motor 9 4 .93 
spiri t , diosol o i I and a lcohol 

2 . Non-lovy/short levy of foo for r egistering m oto1· 
spi rit and diesel o i 1 dealers 

3. Misco l laneous 

T oti\ I 

.14 (J .fi9 

11 I .12 

G.94 

A typical case is mentioned in the succeeding paragraph. 

2.27. Non-levy of purchase tax on rectified spirit 

U nder the U. P. Sa le · or Purchase of Motor Spirit. Diesel 
Oil and Alcohol Taxation Act. I 939. a tax at th e point of first 
purchase of alcohol in th e State at the rate o( 40 paise per 
litre for the first million li tres and at tile rate of 20 paise per 
l itre th ereafter is payable by the purchaser of alcohol (which 
includes rectified, clenalurecl and special denatured spirit/. 
T he State Excise Officer in-charge of each distillery, before 
permit·Ling issue of alcohol for first sale in the Stale, has to 
ascerta in that the tax due has been paid into Government 
accoun t . 

In the course o[ audit <June 1976) of a dist illery a t Raja-ka­
Sahaspur (district Moradabad), it was noticed that l ,75,373 
litres of rectified spirit were purcha~ed by a company in May 
1976 but purchase tax amounting to R s.70.149 was noL levied 
on th is purchase. 

The matter was reponed to Governmen t in July 1976; final 
repl y is awaited (November 1977) . 
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CHAPTER III • 

SUGAR INDUSTRY AN D CANE DEVELOPMENT 

DEPART MENT 

TAx ON T HE P URCH ASE OF SuG.~RCANi:: 

3.1. R esults of test audit in gener al 

During Lhe year 1976-77, tesl a udit or Ll1e docu men ls of 
sugar faclories and klwndsari units revealed non·levy/ shorl levy 
of tax Lo Lhe exte11t of R s.2,02·44 la khs broadly ca legori ~ed as 
under: 

~\turc· of irregularity 

I. R •,.nov!'I of iJ1tg.1t' wi Lhout payinon l of pur­
chase Lax 

2. Nm.te .. -y of lic~ nce foo nt t ho pre~cribcd rates 

:J. ~ rn -levy of into rnst e.)1d pono.lt y 

4 . f n ·cg11 IP.r r.cr.e p tanco of opt i o ns 

:;. Irregular oxomptio11 

(). :\Iisoollm1ou us 

Xumbo r Amount 
of (l 1i lal.:IM 

items of rupees) 

37 l ,45 .48 

47 29.03 

4;3 12.20 

0 ti.SS 

JG 1.06 

5•l 7 .19 

20G 2,02.44 

Some typical cases ha,·e l>eLn g iven in Lhe foll owing para­
g-raphs. 

~l.2 . Removal of sug .t r wiLhoul paym en l of pu rchase tax 

Under the U . P. Sugarcane (Purch ase T axy Act, 196 1, no 
owner· of a sugar factor y shou ld remove any sugar outside the 
factory un til the tax on the purchase of sugarcane appropriate 
to the sugar bags soug·h t to be cleared is paid by debi t LO his 
Person al Ledger Accoun t. Any contraven tion of this provi­
:.ion renders the owner of Lhe factory liable to pay. in acltl i­
tion t.o the tax, by way of penalty a further sum not exceed­
ing one h undred per cen t o f the tax payable. 
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• (a) In the course o[ audit (April 1975). it was 11otic.ecl that 
• a <ugar fallory in Deoria district removed 16,566 bags ·of sugar 

upto IGth April 1975 withou t paymen t of tax amounting to 

R~ . 1,86.368. Whe n this was pointed o ut in audiL to the de­
pa1;tment on 17th April 197.:>. penalty o[ Hs 83,931, being 50 
per cen t of the tax due on removals of 14,921 bags of sugar 
upto 31st March 1975, was imposed by th e asse sing authority 
on 19th Apri l 197;). The ta.x had since been recovered buC 
the report of recovery of this pemalty is awaited (November 
1977). 

In a subsequent aud it (May 1976\ i t was noticed that in 
spite of the fa ct that penalty was imposed as aforesaid, the 
factory continued lo remove the sugar with out payment of tax 
an d actually removed 9,219 bags from 1st Apri l 1975 Lo 31st 
Augmt 197.> ill\·olving tax amounting to R s. 1,03,967.Although 
this tax had s in~ been re~overed, no act ion for impositi on 
of penalty for non -paymen t of tax in time had been taken. 

The matter was reported to Government in Jul y 1976; re.p ly 
is awa ited (November 1977). 

(b) Tn the course of audi t (October/ N ovember 1975\, it was 
noticed that another sugar factory in Sit apur di strict r emoved 
sugar in volving purchaw tax to th(' extent of Rs. 80, 128 either 
aga inst insufficien t credit balance in th e Persona l Ledger Account 
or aga in st ni l balance during the mon •h of January 1975. )3u t 
no penalty proceedings against the factory for conlra\'en­
ti o11 o f the a l'ores;:i id prov isions were in it iarcd by Lhe assessi ng 
authoritv. 

O n the 
1975), the 
(Februa ry 
1977' · 

irregularity being pointed out 111 audiL (Decem ber 
assessing a uthority levied penalty of R s.80,128 

1977). Re port of rccO\·ery is awa ilcd (Novernber 

• 
T he matter was reported lo Governmcm i11 December 1975; 

reply is awaited (November 1977) . 

• 
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• 3.3. Deferment of tax on purchase of sugarcane . during 
1974-75 season 

Under the u. p. Sugarcane ( Purchase Tax) Act. 1961. no 
0\\'11e1 of a fa cto1 y can remove any sugar pi oduccd in the fac­
t 0 1 y un ti! he has paid Lhe tax leviable on the purchase oE 
sugarcane so con!>umcd in the manufacl ure of sugar. For this 
purpose, Lhe a:-sessi ng au thority is req ui1 ed to work o ut a nd 
:,peci fy the ral<.1 of tax per bag o( sugar by con ela ti ng the quan­
tity of sugarcan e purchased and the sugar produced. The tax 
is paid at this rate al the t ime of removal o( the sug·ar. The 

owner o f' a factor)' who removes any sugar in contravention of 
~he aforC'.,ai d provisions is liable to pay, in additio n to the Lax, 
penaltv not exceedi ng one h und red per cent of the tax pay­
able. The ;\ct as amend ed with e!Tcct f'rom 1st October 1971 
docs not prmidci for levy o f any in terest foi belated payment 
of tax. 

Under ~cn ion 14 of the Act ibid. the State Government may, 
nowe,·er. by notification in the Gazette. remit the tax, in whole 

or in pan, for an ) o f the following p u1 poses: 

0 ) to encourage or regulate the su p pl y o( sugarcane to, 
or its purchase by sugar factories; or 

(2) Lo encourage the establish ment of new factories; or 

(3) to ass ist factories establi~hed arter the crushing season 
19:">7-58 and purchasing- ~u3arcane } ieldi ng low sugar re­
cover)'. 

T he Sta to Go1·ern men t issued four execui i,·e orders between 

Sqxcmber and ovemhcr 1 ~:75 in which payment of tax on 
sugarcane purcha5cd during the 1 ~174-7 .) season was deferred 
in respecL or 50 suga r factorie. Lill 15!lt December 1975 and 
in respect o f o ne factory till 3 1st Deccn1ber 1975- The dcfer­
m en t of tax was in con tra,·ention of the provision s of the Act 
Inasm uch as it was auth orised ow111g to financial difficulties 
c:-.per iencecl by sugar factories on accou nt of higher cane price 
than the minimum fixed b y the Centra l Government and not 
for any or the reaso'h a pro1·iclcd for in the Act· ·Moreover, 
the concession was nor a ll owed lo a ll faCLorie~ but only to those 
factories which requested for deferment. The orders exempt­

ed Lhe sugar factories from paymen t of any penalty and pro-
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vidcd fl¥· payment of inlerest at lhc rale Lo be fixed by Gov­
ernmen t subsequently· On l st J an uary 1976, Government 
fi xed the rate of interest at 12 per cent per annum and also 
ordered recovery of the deferred tax in three equal instalments 
payable on l .Jth January, J;i lh Februa1y and 15th Ma rch 1976. 

Some other points n oticed in audi t are discussed below: 

(i) I t was noticed th at fourteen factories had stopped pa y­
me n t of tax on l'emovals of sugar made eve n before the issue 
o f the orde rs and four factor ies (includ ing three factories wh ich 
slopped payment of tax before the issue of Lhe orders) continu­
ed lo remove sugar without payment of tax even after the 
per iod upto which defermen t h ad been allowed. Since such 
removals of sugar without payment of tax were unauthor ised, 
penalty upto one hu ndred per cen t of the tax involved became 
leviable. 

Wh en this was pointed out to Government between J anuary 
1976 and Sep tember 1976, Govern ment stated (December 1976) 
tha t the assessing authorities had been direclecl 10 take act ion in 
accorda nce with the provisions of the Act. I t was, however, 
noticed tha t in the case of one factory on ly penal ty of R s. 4. 15 
lakhs. \\"as levied (Octobe r 1976). recovery par ticulars of wh ich 
are awaited (November 1977). In the case of the remaining 
fo ur teen factories, re ports regarding levy of penal ty and re­
covery of tax are awaited (Novem ber J 977). 

(ii) It was noticed that ou t ·of the a forementioned 51 sugar 
fac tories, only 48 sugar factories availed of the benefit of relaxa­
tion by not paying tax amounting· to R s. 1,64. 38 lakh s at the 
time o f removal of sugar. Out of these 48 factor ies, only 18 
factor ies pa id the full amount o f tax. 11 factor ies paid the 
tax in part only and the remaini ng 19 factories did not pay 
any instalment o f lax ti ll 31st l\farch 1976- The unco llected 
de ferred tax as on 31st March 1976 amounted to R s. 82.42 
lakhs-

On th is being pointed, out in aud i t (JanL.Pary 1976 to Septem­
b er 1976), Government sta ted (December 1976) that the bafance 
of dden ed tax of R s.82-42 lakhs cou ld not be paid by sugar 
factories by 31st March 1976 owing to their fin ancial d ifficul ties 
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• Accordingly, order was issued on l 9Lh Augusl 1976 for the re· 
covery of the amount along with the purchase ta~ for the 
1976-77 season at the Lime of re10oval of suga1· for that season. 
However. onl y Rs. 22.42 lakhs ou t o( the deferred tax o( 
Rs- 82.42 Jakhs could be reCO\'ered up•o March 1977· Parti­
cu lars of the reco\'ery of balance arc awaited (No\ember 1977). 

(iii) It was noticed (March 1977) that only four factories paid 
interest amounting Lo R s. l.06 lakhs on the amount of deferred 
tax- Report in respect o( levy and collecticn o[ interest in 
respect of the remaining forty four factories is awaited ( ov· 

ember 1977)· 
3.4. Non-imposition of penalty on removal of sugar against 

irregular credit in Personal Ledger Account 

Under lhe U. P. Sugarcane (Purch ase Tax) Act. 196 1, tax 
on the purchase o[ sugarcane is payabl e by 1 he owner o f a 
sugar factory at the time of removal of rngar from lhe facL01y 
The tax is paid at a provisional rate until a revised rate is 
finally fixed . The provisional rate is calcula1ed by di viding 
the total tax payable on the basis of the q11 allli ty o( sugwcane 
purchased tluiing the last season by the n umbc1· of sugar bags 
produced in that eason. T he re\' ised rate is ca lculated at the 
encl of the crushing season by divid ing the b;dance Lax payable 
by the number of bags perta ining to the ~<:<:son remain ing in 
stock. Where the revised rate is lower than the prov isional 
rate, the excess paymen t is to be ~ pread over Lhe rema ining 
st-Ock of the sugar so LhaL afler removal of all sugar from the 
fa ctory no Lax remains unpaid . The rnles (u rth c r provide for 
payment of Lax by debiL in a Per onal Ledger Acco1111t which 
should always have a cred iL balance by replenishing· it through 
deposits of sufficient amoun t in Government Lreasury. Re· 
moval o f sugar in contravention of Lhe aforc.o.;aid provisions 
altracts pen alty not exce~ding JOO per cent of Lh e Lax. 

It was noticed in audit ( ovember 1.976) th::il for the 1974-75 
season, out of tax amoun ting to R s.72,63,008 due from a sugar 
factory in Lakhim~ur·Kheri district, a sum of Rs. 65,98,754-
was pa id b)' the factory on removals o[ !).92.880 bags o[ sugar 
a1 the provi ional rate of Rs· 11 . J 3 per bag. A re\'ised rate 
of R s. 10.87 per bag was fL'Ced in November 1975 in respect of 
41 AG-l!l7S-7 
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• 64.090 bags, remaining in stock on th at date Th i:- sugar was 
• subsequently removed from the factory by 20th May 1976 on 

payment of tax of R s. 6,96,658 at the revi sed rate. The fac­
tory, however, also took a credit of Rs. I ,54, 149 (representing 
the difference of tax of 26 paise per bag between the ptovisional 
rate a nd the revised rate on j,92.880 bags alrrncly removed) 
in its Perrnnal Ledger Acco un t in April Jg?G. 

This cred it in Person al Ledger Accoun t rc.:s ultecl in short 
paym ent of purchase tax of Rs· 1,21,74'1 after adjusting 
R s. ~32.40:) paid by the factory in excess on the total purchase 
of sugarcane made fo r the 1974-7.i ·eason. T he shon payment 
of tax of Rs. J,21,744 was made good by the factory by paying 
the amount in cash in October 1976, i.e., afte r a lapse of 5 
months. The factory owners were, there[ore, l iable to penal ty 
upto R s. l.2 1, 744. bei ng 100 per cen t o f the unpaid tax for a 
period of 5 months. No penaltv proceedings were. however, 
initi ated by the departmen t. 

The matter was reponed to Governm en t in December 1976; 
reply is awaited (No,·ember 1977). 

3.5. Short collection o( tax owing to non-fixation of revised 
rates 

As already stated in paragraph 3.4, a revised rate of pur­
chase tax per bag of ~ugar is to be fix ed al ~he end of each crush­
ing season in respect of each factory. 

fn the ca•·c· o f a sugar faclorr in C orakhpur distri ct, it was 

110Liced in audi t (May 197:1) th aL the assessing auLhorily d id 
noL specify Lh c revised raLc of payme nt of pm chasc tax [or the 
1973·74 season alLhough the crushing for the :-ca~on ended in 
l\farch l 974. The sugar factory cleared lhc emire stocks o[ 
sugar of the 197'.l ·74 cason by l\fm ch 197.i by pa~ing tax at 
the provisiona l r ate. Thi s resulted in short payment of pur­
chase tax o( R s.35,675 computed on the basis of the pre crib­
ed rate of tax of R e. 0.60 per quin tal of ~1garcane p urchased 
during 1973·74 season. Wh en Lhis " ·as pointed ouL in a udit 
(i\fay rn7:1). theo sugar factory paid the aforesaid amo unt of tax 
in May 1975 . 
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3.6. Non-levy of interest ancl penalty on belated pay~nent o[ 
tax 

Under the U. p . Sugarca ne (Purchase Tax) Acl. 19Gl , if 
pu1 ch ase tax is not paid by the d ate prescribed for payment 
th6reof, inte1 est at the prescribed rate is leviablc from such 
date till the date of payment. In addition to interest, penalty 
at the prescribed rates has also to be paid under the Act, if 
purchase tax or in terc.st or boih re main un paid for a period 
exceeding 15 days. 

In the cour e of audit, it was noticed (November 1975 to 

January l976) that Khandsari units under the ch arge o( six 
Khandsari Inspectors did not pay th e instalments of purchase 
tax on the due d ates· T hey were, therefore. liable to pay in­
terest and penalty which . howevc~- . were not levied by the 
department. This resul ted in non-levy of interest (R s. 29,359) 
and penalty (Rs. !i0.667\ to the extent of Rs. 80 .026 during 
the assessment yea rs 1973-74 and 1974-75. 

On the omissions being pointed out in audi t to the depart­
ment/ Governmen t <January to March 1976), Rs. 8,673 were 
recovered <July J 977). R epor t of the recovery of the balance 
amount is awaited (November 1977). The reply from Gov­
ernment is also awaited (No\·ember 1977). 

3.7. Non-realisation of interest and penalty owing to irre­
gular remission of tax 

U nder the U. p . Sugarcane (Purcha~e Tax) Act, 196 1. as 
applicable upto the 1970-71 season. th e owner o( a sugar fac­
tory wa l iable lo pay interest at the rate· of 12 per cent per 
annum if the purcha e tax was not pa id by the due date. Jn 
addition. he \\'as also li a ble to pay. by way of penalty. a sum 
not exceeding 1 O pe r cent of thee total su m payable (purchase 
tax and interest). 

Tt was n oticed in aud it (May 197,i) th at the assessing officer 
of a sugar factory in Gonda district erroneou ·ly allowed a re­
mission of tax of lls. 77 ,378 in August 1072 and au thorised 
the factory to p ay the arrears of purcha e tax upto J 970-7 1 
season after deducting the said amount. Subsequentl y, when 
the mistake was detected by the department, the aforesaid 
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• rem1ss10n was withdrawn by an o rder dated L3th September • 1973. Th is resu l ted in purchase tax amoun ting to R s. 77,378 
fer the J 970-7 1 season fd.lling into arrears which was recovered 
b y adjustment against another rem1ss1on al!O\\·ed to the fac. 
tory under orders of 16th J anuary 1974. Thus. the pu rchase 
tax amounting to R s. 77,378 remain ed unpaid upto 15th Janu­
ary 1974 for which the fact0ry was liable to pay in terest .rnd 

p enalty but these were not realised. 

When the omission was pointed out in audit (Jul r l!'Ji5). 
Governmen t stated (December 197:i) that interest an<l penalty 
in thi s case would be duly rea lised . Orders were issued (June 
1976) for recovery o( in terest and penal ty amounting to 
R s.22,877 and R s. I0,025. respect ively. Report of recovery is 
awaited (Novem ber 1977). 

3.8. ·Loss of purch<ise tax due to irregular acceptance of op· 
tions 

According to th e U. P. Sugarcane (Purchase Tax)' Act. 196 1, 
the purchase tax on the actual quantities of sugarcan e purchas­
ed is to ue paid by owners of (i) sugai· factor ies and (ii) units 
engaged in the manufacture of gur. rab or llhandsari sugar from 

sugarcane juice produced with the aid of power crushers. The 
un it owners h ave, however. been given the option to pay pur­
chase tax on the basis o f q uan ti t ies of sugarcane assumed lO 

have been purchased in accordance with Sched ule-I to the 
lJ · p . Sugarcane (Pmcha~e T ax) Rules, l % I . with regard to 
d ifferent categories of units. crushing capacity of power crush· 
ers and other relevan L factors. F or availing of the benefit 
of opt ion, a u nit owner has to send a declaration in the pres­
cr ibed form to the Sugar Commissioner :ind the assessing 
authority so as to reach them on or bdorco 3 l sl J anuary each 
year or l.i days before the star t of working of the' unit, which­
ever is earlier. \rhereafter no such declaration shall be accept· 
ed . 

(a) In the course of audit (Decc m her • 976\ it was noticed 
that in a hha11dsori circle undC'r Si1Lapu r Range. ,the cleclara· 
tions of options in respect of 5 units were not submitted l:i 
days before the start of the un its but these were accepted by 
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Lhc assessing auLhori ty and asscssmenLs were made on l~e basis 
of assumed quantities o( sugarcane. These assumed quantities 
were much less than Lhe act ual quantities o( sugarcane pur­
chased by them as disclosed in their returns. Since the declara­
tions of options were no t submi tted in time, these should not 
have been accepted and assessments should have been made 
on the basis of actual quantities of sugarcane purchased. The 
acceptance of th e op tion s and assessments on the basis of assum­
ed quantities fe tched tax of R s.78.558 only as against the tax 
o ( R s. 1,44,588 clue on th e actua l quan tity of sugarcane pur­
chased. Thi s resulted in l oss of purchase tax of R s. 66,030. 

The m atter was reported to Government in J anu ary l 977; 
repl y is awaited (Novembe r 1977). 

(b) In the course of audit <J anuary 1977) of another hhand­
sari circle in Bijnor Range, it was noticed that a unit owner 
did not speci fy in b is declaration the date from which his unit 
1ro uld sLan working but se paratel y sta ted to the assessing offi­
cer on 24th N ovember 1975 that Lhe uni t would be started on 
8th December 197:"i. Since in the in stan t case the da te of 
commencemelll o f the working or the unit was not stated 15 
days before the said d ate, the option should not have been 
accepted and assessment should have been m ade on the basis 
of actual quantity of suga rcane purchased. However. the assess­
ing officer accepted the option and completed the assess­
ment on the basis of assumed quantity of sugarcane. As a 
r esult, the unit owner paid purchase tax amounting to 
Rs.47,009 a t th e rates applicable to optional units as against 
the tax of R s. 76, 142 leviable on the basis of actual quantity of 
sugarcane purchased . Thi s resul ted in loss o f r evenue 0£ 

R s. 29, 133. 

The matter was reported to Governmen t 111 March I 977; 
reply is awaited (Nctvember 1977). 

3.9. Irregular exemption from payment of purchase tax 

Under the U_ p . Sugarcane (Purchase- T ax) Act, 1961, pur­
c;hase tax is leviable on the ' purchase' of sugarcane by sugar 
factories as well as gur, rab or khandsari sugar manufacturing 
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units . • Sugarcane obtained by a un iL from its own farm would, 
therefore, be exempt from the levy of purchase tax. Tax is, 
however, leviable if the (arm has a separa te legal en tity even 
though the proprietorship of the farm and Lhe uni t may be 
Lhe same-

(a) It was noticed in audit (December 1974) that a co-opera­
Live sugarcane socieLy (a khrm'.lsari sugar manu fact uring unit) 
in Pilibhit distr ict obtained 71 ,408 quin tals o( sugarcane dur­
ing the assessment years 1972-73 and 1973-74 from Lhe farms 
owne d by the in dividual members of the society. P urchase 
tax amounting to R s. 35.704 was lev iable thereon as the farms 
were distinct legal entities but the purchase was erroneously 
exempted from tax by the depar tmen t. 

T he 1oa tter was repor ted Lo Govern men t 111 February 1975· 
Government, while accepting the objection, stated (SepLember 
1976) th at Lhc Sugar Commi ssioner. Ultar Pradesh . h ad been 

directed to recover the amount. Report regarding reco,·ery is 
awaited (Novem ber 1977)· 

(lJ ). Jn Lhe course of audi t, it was noticed (August 1976) that 
anothe r sugar factory in Etah d i ·trict brough t 21,804' quintals 
of sugarca,ne dur ing th e crushing season 197 1-72 to 1974-75 
from a farm owned by a private ind ivid ual. AgTicultural 
opera tion on Lhe said farm were ca rried ou t by the factory 
along with its own farm. Thd to tal produce of sugarcane• from 
the factory's own farm as well as from Lhe farm of the private 
indi vidual was brought to the facLory for crush ing. The net 
profit on this accounL was shared hy the pa1 ties in proportion 
to the area of the land owned by them. T he sugarcane ob­
ta ined from th e factory's own farm not be ing 1cviable to tax, 
purchase tax leviable on 21,804 quin tals of sugarcane obtain­
ed from the farm owned by the private ind ividual was also 
not paid treating i t as "own farm cane·'. T his resulted in 
erroneous exemption from payment of pu,cbase tax amoun ting 
to Rs. l 3,33 1. 

The matter was reported to Govern ment 111 O ctober 1976; 
reply is awaited (November 1977) . 
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3.10. Ndnrpaiyment of purchase tax due to availing ef excess 

remission 

Under lhe U. P . Sugarcane (Purchase T ax) Act, 1961 pur­
chase.• ta x. was pa yable at Lhe rate o r :i i paise per quintal o( 
sugarcane purchased by sugar factories during the 1970-71 
season . .By a no tillcation dated l 8th March rn71, the State 
Government remiLted, in whole, the purchase tax payable on 
the sugarcane• of Lhe 1969-70 easo11 purchased by sugar fac· 
lOr ies during the 1970·71 season. 

In the course of aud it, it was noticed (July 1973) that a 
. ugar factory in MuzaITarnagar district availed of a remission 
o[ Rs. 1,84,226 al th e rate of 51 paise per q uintal in respect 
o[ 3.61.228 q uintals of sugarcane o[ Lhe 1969-70 season stated 
lo ha,•e been purchased by it d uri ng the 1970·71 season. The 
records of pu1 chases o[ sugarcane m ainta ined by the factory. 
however, revea led that only 74 ,227 quintals of sugarcane of 
the I 969-70 sea on were purchased on which remission o[ o nl y 
R s. 37,856 was adm issible. This resulted in excess remission 
of Rs. J,46,370 and consequen tial non ·payment of purchase tax 
to tha t extent as the factory had paid Lhe purchase tax due 
for the year 1970-71 after deducting the amount of r emission. 

When the irregularity was pointed 
I !174 \, the a~scssing authori ty ordered 
to deposi t the amoun t of R s. l ,46,370. 
a wa i tcd (November 1977)-

out in audit <January 
(!\fay 1976) the (actory 

Repon of recovery is 

Thci m at te r wa reponed to Government Ill J anuary 1974; 
reply is awa ited ( Tovember 1977)-

3.11. Non-paym ent of tax on su garcane purchased from cane­
growers of Ha1yana 

Under Che U. P. Sugarcane (Purchase Tax) Act, 196 1, the 
owner of a sugar factory is requ ired LO pay purchase tax on the 
q uant ity of sugarcane p urchased at the raLc of R e. 1 per qu in· 
Lal. This tax is pa9able a t the tim e of remcval of sugar from 
the factory. 

Jt ·was noticed in audi t (August 1976) that a sugar factory of 
Sah aranpur distr ict purchased at its gate 38,025 q uintals of 
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• sugarcan• b1 ought by canegrowers of Haryana Stale during 
Apri l 1976 bu L did not pay Lhe purcha e tax due thereQn 
amounting LO Rs· 38,025. Since the purchase of this sugarcane 
was not pursuant Lo contractual obligations between the cane­
growers of Haryana and the sugar factory but was made at the 
factory gate on cash payment, the transaction could not be 
treated as occurring in the course o( inter-State trade. Conse· 
quently, appropriate tax was payable. 

• 

. .. 

When the irregularity was pointed out in au di t to the depart­
ment in October 1976, th e assessing authority levied (November 
1976) purchase lax o[ R s. 38,025 on the aforesaid quantity of 
sugarcane. R eport of recovery is awaited ( · ovember 1977). 

The matter was reported to Go\'ernment in October 1976; 

reply is awaited (November 1977). 

OTHER TOPIC OF I NTEREST 

3.12. Sugarcane grown in U. P. but purchased at a centre in 
Bibar 

Uuder th e U. P. Sugarcane (Purchase Tax) Act, 1961, the 
ow11er o( a sugar factory is required to pay purchase Lax on 
the quantity o[ sugarcane purchased by the factory. Purchase.s 
of sugarcane in the course of inter·Sta te trade are, however, 
not l iable LO tax under the said Act. 

IL was noticed in aud it (April 1!l71) that a sugar factory in 
Deoria district purchased 2, 75,522 q uintals of sugarcane grown 
in Uttar Pradesh at i ts purchasing centre located in the State 
of Bihar during the cru~hing seasons 1970-71 to 1973·74. The 
sugarcane so purchased escaped levy o ( purchase tax. 

When the rnatte1· was pointed out in aud it (May 1974), Gov· 
ernment directed (~larch 1976) the factory to open a new pur­
cbasi~1g centre from the 1975-76 crush ing season to enable the 
factory to purchase sugarcane• within Lhe territory of Uttar 
Pradesh itself. Timely action for openin~· the new purchas· 
ing centre would have resulted in additional revenue of 
Rs.l ,90,618 on 3,21,500 quintals of U. P. sugarcane purchased 
at the previous centre during the seasons 1970-71 to 1974-75 . 

• 
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CHAPTER IV 

EXCISE DEPARTME r T 

S TATE E XCISE 

•1.1. Results of Lest audit in general 

• 

• 
• 

During· the year 1976-77, test a udit of the account records 
o( the Stale Excise Offices revealed non-levy/ shor t levy of 
du ties and fees lo the exten t o[ Rs. 1,33· 14 lakhs, broadly cate­
gorised as under: 

N~tur..: vf irreg11Ja.1·ity 

I . DoficiPncy in sp iril •>Ut-tm·n 

2. 

3. 

4. 

!>. 

6. 

Xnn-lovy/short lovy of duty on wnstag1•H o f 
spirit 

XJn-collPct.ion 1md Rhor t collection of !fro.net> 
fees 

Shon lo\ry o f duty nn<l expori pnss foo 

Loss of ttxciso duty <Luo t.o foilurCI of c<JJHL'l\c­
tors to tittpply country s pir it./bhan9 

i\Iisce llaneous 

'l'nt1~ I 

Xumbor Amount 
of (111 lakhs 

i tems of 1·wpeea) 

6 GG.57 

49 27 .31 

56 18 .9!) 

I :J G .!l4' 

29 5.59 

22 7 .74 

~~--~~~~~ 

17;) 1,:13 .14 

A few important cases are menti oned in the following 
paragraphs. 

4.2. Loss of revenue clue to leakage of spirit from vats 
[n terms of paragra p h 708 of the Excise Manua l. U. P .. 

Volume I, Government shall not be liable for the destruction, 
loss or damage of an y spm L swrcd in distilleries by fire, 
thelL or by all) o ther cause whahoc\'er and it shall be Lhe 
rcsponsibili L) of Lhc dist illers Lo make good any loss of 
revenue caused to Governmenl on such account. 

In the course of a udi t (Ju ne 1976) of a distillery al Rosa 
(district Shah jahan pur), it was noticed that 541 ·3 litres of 
spirit were losL on I Ith Apr il 1976 owing to leakage o[ a 
storage m t. Th is •in\'olvcd excise duly of Rs.2 1.652 al the 
rate o( R s.40 per li tre. But the amount was not recovered 
from the dist illers. 

H A.G.-1978-8 
51 ) 

• 

• 

• 

• 

ti • 



• 

• 

• 

. .. 

• 

• ( 52 ) 

The rttaLter was reported Lo Go,·ern melll in J uly I97G. 
Government stated (~lay 197 7) Lhal the case was under exam i­
na tion. 

4.3. Short levy of duty on rum 

Stale excise dut)' on ruru issued Lo Ind ian Lroops was levied 
at a fla t ra te oi R s. 12.:JO per li tre of alcohol up to 24th 
N o,·ember 1974. With effect from 25t h O\·ember 1974, this 
r ate was enhanced to R s.30 per liLre of alcohol on all rum 
issued to Indian troops for consumption in Uttar Pradesh ex­
cept to the extent of l ,80, 100 litres per annum for troops 
stationed in certain specified areas of Lhis Stale. In the latter 
case, the rate of duty remained at R s. l 2.50 per Ii tre of alcohol. 

l n the co urse of audi t (December 1975) of the District 
Excise Office, Agra, i t was ,noticed Lhat 2,696 .4 liLres of rum 
were purch ased by Lhe Canteen Stores Department, Agra, on 
8th December 1974 from a d istillery at Daurala (Meeru t 
distric t) for issue to Indian troops not stationed in the speci­
fi ed areas. Duty amonnting to R.s.80,892 al the rate of Rs.30 
per litre of alcohol was, therefore, payable, whereas R s.33,705 
onl y (at Rs. 12.:JO per l itre) were realised, resulling in short 

collection of duty of R s.47,187. 

The matter was reported to Governme nt in J anuary 1976. 
GO\·ernment staled (May 1977) that the cle fi cienl amount o[ 
duty had since been recovered. 

4.4. Sh ort levy of excise duty on r ectified spirit 

Manufacturers of medicinal and toilet preparations are liable 
Lo pay excise du ty on rect ifi ed spiri t before receiving such 
spirit from the distilleries unless they have executed bonds 
for paying the d uty on the basis o[ the alcoholic conten t of 
their finished products a[tcrwa rds. T he rates o ( excise duly 
were Rs.3.85 and R s- 1.10 per London proof l itre. respect ive!)', 
up LO l 51 h March 1976, depend ing on \\'hether the prepara· 
Lions, for which the rectified spir it was i~suecl, could be used 
as ordinary alcoholic beverages or not. T hese ra tes were 
reyised to R s.7-50 and R s.3-75 per London proof l itre, res­
pectively, with effect from 16th March 1976 . 
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In the course of audit Quly 1076) of. ~1e accounts of a 
di sti llery al Hargaon (Sitapur district). il was noLited that on 
5,409 London proof l itres of rectilied spirit issued Lo various 
manu[acture•rs beLween 23rd larch 1976 and 3 lst March 
1976, exc i ~e du ty amounting to Rs.12, 733 wa levied at the 
pre- re\'ised ra tes- The amount o[ dutr Le\'iabl e at the co1Tect 
raLes worked oul to Rs -29.426. Consequently, there was 
sbon levy of duty to the extent of R s.1 6,693. 

O n this being pointed ouL in audit (August 1976), Govern­
rnem sla ted (Mar 1977) that the du ly short levied had sjnce 
bcc•n recovered. 

11.:J. Destruction of Indian made foreign liquor resulting in 
loss of duty 

Under the U. P. Excise Act, 19.10 and the rules made there­
under. rcdi stillation , filtrati on and ror1jf·ication may be 
carried 0 11i. on <1ccount of the manu factu red sp ir it not con­
fo1ming to the prescr ibed speci fications or owing LO bad and 
defective storage conditions result ing in d iscoloura tion of 
spiri t, [all in strength or such other defects. 

The Excise Commissioner, u. P-, dircocted (September 1974) 
a d istillery aL Mcerut that certain qu antities of Indian made 
foreign liquor which were sta ted by the distillers to have 
become• sedimem ecl might be got examined by the Chemical 
Examiner with a vie\\' to ascerta ining whether these were fi t 
for hulllan consumption ·or not. Even though no such exami­
nation was goL conducted, the Excise Commissioner permitred 
Uuly 1976) Lhe destruction of l L0-30 litres of Indian made 
foreign liquor which were stated 10 have been destroyed in 
August 1976. In the absence of any chelllical examination, 
it cannot be said that the aloreruentioned quan tity of Indian 
made foreign liquor could no t be used for redistillation, 
filtration or fortification. Had thi~ been done, Government 
could have earned excise revenue of Rs-4.34 lakhs after allow-
ing the maximum wastage that wou ld 
in red istillation . • 

have been adm issible 

The maller was reported Lo Go,·ernment in J anuary 1977, 
Government stated (September 1977) Lhat action against the 
defaulting officers was being taken. 
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• 4. li. Short levy of duty on alcohol issued for m edicinal pre-
para~ons 

With effect f! o111 Hi lh !\ larch 197(i. Go\'e rnrnenL enh anced 
the r ate o[ excise du l) from R.~. I· 1 () per Lon<lon proof Ii t re 
to R s.'.\ ./[i per Lo ndon proof litre i n respect or all is>ues of 
alcohol for medicinal preparations which \\'ere not capable of 
i>ci 11g consumed a ~ ord inary alcoholic bc,·crnges. 

l n Lhe course of aucli L of two distilleries (di stricts Lakhim­

pur Kheri an d itapur). it \ras noticed ( \fo rch 1977 and April 
l ~l77) th a t !)}. LiO London p roof li tres o f ~pirit were issued to 

an o pium facto rr at Cha1ipur bt:twecn 1\pril 1976 and March 
1977 for manufacture of m ed ici na l prepara tio ns. O n these 
issues, chny was ]e,·ied at the pre-rcY ised rate o r Rs. J. 10 per 
London p1oof li tre imtcad of at the rt:,ised rate of R s. 3.75 
per London p roof litre result ing in ~hon lc\'y of duty o f 
Rs.2.s2. 147. 

The matter \\'aS reported to Gon:rn mc.11L in A pril J 977 and 
;\b1y 1977: final rep!) is awa ited (NovL' rnber 1977). 

11.7. Short levy of e>..cise duty on excess wastage of beer 

Under the Uuar Pradesh Excise Act. 19 10 and the rules 
made then:u ndcr. an a llowance for the ~l< tu al loss of beer i n 

bottl ing and sto1 age is permi ssible subject lo maxi mum o l' 
Ollt; per cent On the LOLal quan lity Of IJt:c~· stored during a 
month. If the botlli ng and torage wastage exceeds this limit. 
d u Ly is le' ia blc 011 the excess ll':tstagc. 

In the course o f andi l of a brewery at Ghaziabacl, i t was 
noticed ( i\l ay 1977) LhaL dur ing the month of January 197G 
there was boll Ii ng and storage wa t age of 54.248 hulk lit re · 
o[ beer in excess p f the permi ssible limit. E xcise d u ty of 
R . l,2.; .!1 13 1ra~ le\' iable on this execs wastage at the ra te of 
R s.2.3 1 p er bulk li tre. T he depa1 t111e1H. however. passed 
orders to TCCover Rs. 1 2, :)~ I on I y frorn the brewer resulting in 
sho rt lc\'y of excise d uty o[ Rs· 1.1 2.782 . 

On thi be ing· pointed out in aud it (~Tay 1977). Govern­
men t sta ted (August 1977) that addit ional du ty o f R s. J. 12.782 
had been levied in July 1977. R eport regarding its recovery 

awa ited (November 1977)· 
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4.8. Loss in licen ce lees in r espect o( country spirit•shops 

Under the U. P . Excise .-\ct, 191 0 and the rules made 

thereunder, the JicerH:e fees lo r the re ta il vend of country 
spiri t under the a uctio n S) s tem i · fixed by public auctio n 

period ica lly and :1 sum eq u al to o ne-sixth o l the accepted bid 
is payable im111e diaLcl y on the conclusion o[ the sales. The 

balance o[ th e amount is paya ble in Len equ a l monthly instal­

lllents. Ln case of dela ul t o l P" >'menl of' licen ce fees '" i t h in 
1 he prescribed p e riod the shop is rcq u ir eod to be r eso ld and 

ir the price fi n a ll y o ffered al the resale i ~ le ·s t han the bid 
a t the first sa le, the d iffere nce is recoverable from the defaulter. 

Jn the cou1 .. e of aud it o r tir e District E xcise Office. A lla habad, 

it " ·as n oticed (r\priJ 1977\ th :1t fiH! shops o f r\ ll ahabacl 
d istrict for the reta il \·encl o r cou n try sp iri t for the year 

Hl76·77 were auct ion eel I or Rs-2.4 !l.000 in ~farch I !l76. The• 

licensee defa ul ted in time ! ~· pay111c nts and d e posited up Lo 

J an u ary 1977 l icence fee a m oun t ing to Rs. l ,6 1.57:i on account 

of in s1a lme 11 t s due up to Scp 'e111 bcr ! O n obe1 l !l7Ci an d failed 
to deposit rec~ ror the su b· equent pe riod. T he licence was. 

• h owever, ~u spended on l\' on 1s t February 1977 in rc:s peoi:t o f' 
011e shop and 011 1.it li February 1977 for the re m ain ing ro ur 
·hops. . \rrangement~ for the \·end or coumry ~pi ri t on daily 
i)as is were m ade 0 111 ~ on ;\rd i\ l arch 1!!77 in respect of o ne 
)hop a nd on IOLl1 i\fa rch 1!177 ror th e re ma '. ni ng fo ur shop~, 

wh ich re1ch ed R s. 1:),2'.?0. .\rte r the lice nce was SU ·pended, 
addit io ·1al a 1110 11 11t of R s. l(i.:Hi8 wa ~ real ised from tile orig inal 

l icen see le:l\·ing a bal a nce or R . :'i!> . 8~7 recoverable from him. 

'the mat ter was reported lo G o,·e rnmcnt in i\fa v 1077. 

Cm·ern111en 1 state d (i\'c1\e111ber 1977) that n ecessary rcc_O\Cr~ 

ce r t ificate· hacl b een is~ ued 0 11 :\0 1h ;\ Ja y 1 ~177 for reali sing the 

bala nce a 11101m t. 

4.9. Indi a n m ade foreign liquo r issu ed w ithout paym en t of 
duty 

Under tire U tt~r Prade sh Exti~e Ac t, 1910 and til e rule~ 

made 1hcre11 11d e r . 110 \ pirit ca n be re nrm c.d f'1 o m a di ·ti ll er y 
exc.ept under a pass g ranted by th e Excise Officer in -charge of 

th e dis tillery. The pass is issue d on ly e ither on proof oC full 
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payment or duty or on execution of a bond by persons per­
mitted to r emove spir it under bond. 

In the course of audi t of the accounts oE a distillery in 
district Moradabad, i t " ·as noticed (May 19/7) that 5,387 
li tres of rum were issued to the Canteen Stores Department. 
Meeru t, in J anuary 1977 without paymen t of duty o r execu­
t ion of a bond. Such removal of r um in volved excise duty 

of Rs.1.62 lakhs. 

The matter was repor ted to Govern ment 111 J une 1977; 
repl y is awaited ( rovember 1977). 

4.10. Failure to supply country spirit 

Under the con tract supply system , the exclusive privilege 
of suppty:ng coun try spi r it in a part icular area al a fixed 
price is g ranted to a particu lar distiller for a certain period 
(usuall y a year) on the basi o f com petitive tenders. The 
suppl y contractors o f any contract a1ea h ave to main tain at 
al l times a pre cribed minimum stock of cou ntry spirit a t 
each bonded warehouse for supply to l icensed retail vendors. 
A l icensed retail vendor is enti tled to be supplied promptly 
wi th the quantity of spirit for wh ich excise duty and cost 
price the reof have been deposited by him . Jn case the suppl y 
contractor fa ils to supply the spirit demanded owing to in · 
wfficienl stocks in the bonded wa rehouse. he is liable to make 
good any loss of excise duty to Government on th is accoun t. 
In addition , penal ty not exceeding- R s.5 per proof gallon of 
~pirit demanded bul not suppli ed may also be imposed on 
the con tractor. 

In the course of audi t, it was noticed (july ]!)76 lo March 
1977) tha t at four bond ed warehouses (Ball ia, Lali1pur, 
Kan pur an d Anmgarh\. the cont ractors fa iled to maintain 
the prescribed minimum £Lock of spirit during the period 

• No,·cmber 1975 to August 1976 and the liccn ·ecl retail ,·endors 
could n r: t he supplied, on dem an d . 1 6.2~ bulk li tres of 
c-oun try spiri t (1.540 li tres plain , 9.988 Ji1rcs spiced and 4.680 
litres special spicecl) for which they h ad deposited. besides 
the cost pri ce, eoxcise duty amounting lo Rs. J .47 lakhs. The 
supply contractors were, therefore. l iable to pay to Govern-
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• ment R s.1.47 lakhs for loss of excise du ty for the realisation 
of which no acLion was taken. o penal ty was also• imposed 
on the defaulting conlractors. 

The matter \\'as reported to Government beLween August 
1976 and l\Iarch 1977; reply is awa ited (November 1977). 

4.1 1. Loss due to non-supply of bhang 

Bhang is stored at bonded warehouses by supply contrac­
Lors for issue 10 lice11sed retai l vendors and in terms of the 
U. P . Excise Act, J910 and the rul es framed thereunder, the 
5upply con1ractors arc required to maintain at all limes a 
minimum stock prescribed for each bonded warehouse. On 
proof o f payment of excise duty and cost price of bha11g. 
licensed reta il vendo rs are enti tled to receive bhang from 
bonded warehouses. I n case a supply con tractor fai ls to 
maintain the minimum prescr ibed stock. the demands ot 
l icensed retail ven dors cannot be met and there is loss of 
revenue to Government. In such circu mstances. the Collec­
tor may procu re /Jhnng from o th er sources. the cost of which 
and any loss to Government owing to non-suppl y of bhang 
in time is recoverable from the defaulting supplv contractor . 
In additio n, penalty of double the amount of du ty on the 
quantity of blumg demanded but not suppl ied may be im­
posed on the suppl)' contractor. 

Tn the course of audi t (June 197(). Jul y Hl76 and October 
ID76) or three bonded warehouses (Shahjahanpur, Lucknow 
ancl Kanpu r), it was noticed that owing to ll1c stocks being 
insufficient. 5. 172 ki logrammes of /Jhong demanded by licen­
sed retai l ,·enclors betwee n April 1975 ;rnd May 1976 could 
not be issued to them. Supply from alternative sources was 
not also an an!!cd and there were deht)'S rano·ino- from 7 clavs 

" 0 0 ' 

to 72 clay~ on the part of the defaulting ' npply contractors in 
meeting these demand s. The du :5, in rnlved in these cases 
was Rs. ·11-'.17G. For this l o~s of excise d 11 t,·. the m ax imum 
penal ty which co ul~l b e le,·ied " ·orked ~lit to Rs.82,752. 
Im position of penal ty was. howe,·e r, not considered by the 
department. 

• 
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T h e m a tLer ~vas reporled to Covernmcn L between July 
a nd Novl!mber 1976; fin al reply is awaited (November 1977) . 

On1E R TOPIC O f" L -.:T EREST 

1.12. Duty on wastage of spiri t in bottling 

U nder the U Llar Pradesh Excise Act, 1910 and the rules 
m ade Lber<.'undcr, a11 a lloll'ance upto one pe1 cent is admi ssi· 
ble o n Lh e to tal rl'1an ti1 y of spiri t sto red during a month [or 

aclual loss in bottling and storage. T he l icensee is. bow· 
ever. liable for paymen t of du ly o n " ·astage in excess thereof. 

In Lh c course o f audi t ot dist illeries. it was n oticed that 
bottli ng and storage wastage occurri ng d uring a particular 
m o nth wa~ being wo rked o u t on the basis o[ the tota l stock 
or sp iri t stored bo Lh in vats a nd in sea led bottles. As there 
is hardJy a ny scope fo r wastage of spiri t kept in sealed bottles 
by way of leakage or evaporation during the period o f sw rage, 
th e allowa nce of wastage o n bottled ~tock of spiri L, excepL 
for breakage, sho uld not be admissible. 

(i) In lhc course of a ud it o f the accounts o ( two d ist illeries 
(Simbhaoli and M cerut), it was noticed (February 1973) that 
sLOrage ll'astage o f 898 litres o f spi ri L pert am mg to the 
period April 1972 to J anu ar y 1 ~17':~ was allowed wh ich wo uld 
have.• been in excess o r the prescribed lim it of o ne per cent 
a nd li abl e lo d u ty of R s. 0-22 lak h. if the bot tled sLock had 
11 o t been take n inLo ;1n :ount fo r calcu la ting the permissible 
\\' astage. 

(ii ' Duri ng test check of th e accoun • o f three ot.her dist il · 
!c r ies (in d ist ri cts 1\loradabad , ,\ 'feeru t and C ba7iabad ). it wa~ 
no t iced (Max 1!17:"1 to i\f a~· 1977) th at wa~tagc of 21.061 l itres 
o f sp irit w:t '> a llowed in boll ling opc1aci ons on sLoragc o f 
l.i, I o.:)2 1 li tres o r spi r it S! Orecl in va ts and 5.95,579 litres o r 
spiriL stored in scaled bou leos during th e period May 1974 LO 

Apri l 1977. H ad the percen tage of wastage been confined 
LO the spiri t sLored in \'a Ls (i. t' .• ex clud ing. the spi r it stored in 
sealed bottles), duty or R s.2.38 lak hs would ha\'C been le\'i able 
0 11 :J,956 li Lres of spi r it be ing loss in c>.cess of the ceiling 
limi t of one per cen t . 

• 

.. 
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When this was po in ted o ut 111 aud it (.\ ugust 19.77), the 
d epartmrnt stated (October I 977, that Liv~ month 1 y wastage 

would now be calcula ted after exclud ing the bouletl stock 
and necessary amen dmen t 1ras being proposed in the ru les. 

The ca cs were reported to Go\'ern111e11 t in \l a rch 1973 and 
A ug·ust 1977; fina l repl y is awaited (:\'ovcm ber J977). 

4 .1 3. W orking of the Molasses Control Order 

4. J 3. l. inl roductory 

T he most popul a r base for a lcoholi c dist illa ti on in Uttar 
J'radesh is molasses wh ich is a b y-product in the manufacture 
of sugar . ll is mainly used for distillatio n of rectifwd spiri t. 
some of its o the r u ses being fo r ma nu fact ure of yeast or 
g lycerine for use in soaps or of casti ngs or moulds in fou ndr ies 
and as cal! lc or pou ltry feed. 

4.13.2. Control over clis1rib11tio11 of molasses 

T he State Go\'el'l' m'.! n t enacted the U u ar Prade:.h Shcera 
N iyantran Adhiniyam, J964 a nd ha · made the Uuar Pradesh 

• Sheera N iyan tran Niya ma, ·ali . 19711, for exercising con1rol 

O\'er the storage, su p ply, d ist r ibu t ion, gradation and pr icing 
of molasses produced by sugar factories work ing o n vacuum• 
pan sys tem in th is State. T he Excise Com m issioner acts 
as 1:ontroller of M olasses for regulat ing l ite su ppl ies o f such 
m o l lSSes to d ist il le ries for purposes of di still ation and a lso 
to industri a l uni ts req um ng m olasses for ind ustria l u~e. 

Duri ng the year 197ti·i7, there wer e 7!l sug·a r factories i n 
Utt.t r Pradesh whicb an anged supply of molasses to 24 d istil · 
lcri es of the State. 

The Uuar Pradesh Shecra :-\i)'antran Adhin iyam and 1hc 
N iya mavali do not, hcwc,·er. ap ply to m olasse5 p roduc<'.'d by 
klM11dsari un its worki ng o n the open.. pan ~yste 111. The 
qw•ntit )' of mola. ses prod uced by llha11dsari u ni ts d ur ing the 

* Varnum pan i., u,c:I in sugar mills for final boi l ing of the prurc"ccl 
j11irc to eli111i11att• the rc,idn ;tl 111oi,1urc and 10 proclucc gra im of ~ 11gar. 

0 Open pa 11 is used by .,mall hhr111du1ri 1111 it., for boi l ing o f juice to 
e ' a poratc the water contc11ts and to prod111 c /1hr111d.1an '> t1ga r . 

.11 A.G.-l\l78--U 
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• m olasses years (November-October) 1974·75 and 1975·76 was 
Lo the• e\Lent of 146.7 and 136.0 thousand tonnes, respectively. 

The large q uan ti ty of molasses produced by khandsari units 
could, in t he absence of any control. find i ts way lo illicit di s­
tillers. 

Government stated (October 1977\ that introduction of con ­
trol in respect of such u nits whose number was about 5,000. 
spread over the entire State. was under consideration . 

4.13.3. Production and distribu tion of molasses 

The figures of production of molasses by suga r factories and 
their distribLl'lion amongst distilleries, industrial units and 
other consumers for the last three molasses years were as under: 

Mo lasses C'a1·ry ovor Production Tota l ' Vnst 11.ge Tot a l 
year frorn last during t.he qua n t it.y 

yoa1· year ava ilable 
fo r d is -
tr ibut.j on 

1 2 3 4 5 6 
(ln thousctnd to mies ) 

l !)73-74 19.9 649.4 660. 3 2 1 .4 647 .9 

. 1974-75 11 5 .9 654. l 770.0 23.8 746.2 

1975-76 99 .0 :) 18 .7 61 8.6 13.3 605 .3 
Distribution (actual lif ting) 

Di~t i lJ e. Out -sti ll F ou n clries Catt IC' / E~qwrts l o Tot e.I 
l'ios liconseos poul t.ry fr N L ot her .t ist.1·ibu· 

rn~.nufo.oturors States ti on 

7 8 0 10 II 12 

472 .0 I .7 18 . I 0 .8 4.3 496.9 

5:!6 .3 0 .4 10 .0 :LI 23 .4 573. I 

486 .6 $. I I .2 19 .0 514 .9 

Quanti ty o f unfi t J3 \ lll llCU l~e rco n tago of 
•n '">IMses clrai11od JofL produrt io11 

out, ro loasod, a l looatod for 
removed, etc. distillation 

13 14 15 
35 .1 115 .9 • 73 

73 .2 99 .9 82 

66.6 23.8 93 

(F igures aro as furnished by tho department) 

• 

• 
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T h us, molasses to the ex ten t of 73 to 93 per cent pr<lduced 
by sugar factories in this State were used in the man ufacture 
o( spir it and alcohol d uri ng the aforementi oned years. 

4. 13.4. Wastage of mo/ass('s i'll sto rage 

4· 13.4 . 1. U nder the· Utlar P radesh Sheera tiyan tran Adhi­
niyarn. 1964 and the m k s made there under, c,·cry sugar fac­
tory is respomible for the sale preservation of molas es produced 
in it a nd to provide adeq ua te safeg uards against leakage, see­
page and mixing u p of water with molas es. The Act an d 
the r ules also do n o t provide an ~· allowance for loss owing lo 
leak age, evaporation or deter ioration of molasses during stor­
age. There is also no prov ision for levy of an y pen alty or 
fine in the event o( such lo sc . 

Tn the cou rse of audi t of the office of th e Excise Commission­
cr. Uttar Pradesh. it was noticed (M ay 1077) that 58·:l th ou­
sand tonnes o f molasses were wasted during storage in sugar 
factorie d uring the molasses years 1973-74, 1974-75 and 1975-76. 
J o anal)•s!s of the rC.'asons fo r this wastage was avai lable 

• in th e office of the Excise Comm issioner. T hese molasses. if 
uti lised in th e manufac tu re of spir it, could ha\'e prod uced 
21 3·52 Jakh proof l itres of spirit (on the basis of average yield 
of %5 proof l itres per tonne of molasses) yieldi ng revenue of 
R s.23·66 crores at the lowest ra te of duty of R s. l l ·08 pe r proof 
li tre. 

Governme nt staled (October 1977) that necessary amend-
men t in th e Ad hin iyam and the ru les wa~ under consideration. 

4.13.4.2. I n one case, it was no ti ced tha1 689·6 q ui ntals of 
molasses got contaminated wi th rai n water in a 5uga r [aclorv 
at Deoria d uring the molasses year 1975-76 owing to fault y 
roof of storage tanks. Con ·eq uently, the molasses beca me un­
fi t fo r d ist ill at ion. H owever, no penal act ion was in it ia te.cl 
aga inst 1he sugar factory under :he pro,·isions of the Adhin i­
ya m for its fa il ure to properl y oresen e the molasses. 

• 
4. l :J.4. '.l. In a nother case. it was no ticed (Nfay 1977) that 

7.092 tonnes o f molasses had heen hown as lost in the storage 
o( 7,78~ tonnes d ur ing the molasses yea r 1074-7!) in a suga r 
factory in Mu rn[ arnagar d istrict. T heo storage loss o( 91 per 

• 
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• cen t o f rhe q u an Lity of molasses !>Loree.I 1ras abno1 m all y high . 
In th i~ case also no re;ison s for this lo!>s were im·e·t iga ted a nd 
recorded. 

Government sLa ted <O cto ber I 077) Lha t no actio n was 

possible 1111de r th e ex ist ing p ro1 is io ns of the Adh in iya111, neces· 
sary a mendment to ,,·h ich was unde r consid era t ion. 

tf . 13.4·1. Wostaw' o( 111 0 /asses i11 t1aw;il . 

Unde r th e Uttar P radc h Shccra "Niya nt ran .\clh i11i ya111 , 1961 
a nd the rul es m ad e Lh cre u nd cr, Lhe re is no pro1·ision for any 
a llowance for loss of mo la ses in Lr;insit from ~ ug-ar factor ies to 

dist ille ries. T he Act and the r ules a lso d o no t provide (or 

levy o f any pe n a lty o r fi ne o n such trans iL wastage. 

l n the course o f aud it o f t he acco u nt o f molasses in tl1e 

Excise Commissio n er's Office. it was noticed (1\fay 1977) that 

o u t of mo lasses despa tch ed fro m th e 1·a rio us sugar fac tories to 
d is ti lle1·ies d uring the m olasses years 1 97 ~-74 10 1975-76, 0·13 
lakh ton n es were los t in t ran sit. This was ad equate to pro· 

d uce 47.4) la kh proof l i t re~ of ~ piri ~ inl'Ohing <:xcisc d uty of 

Rs .. ) ·26 crores. 

Govern men t stated (O ctobe r I !177) tha t 110 penal act ion was • 
p ossible in the absence o f pro1·ision of ceil in'1, lim it of transit 

was tage in th e Ad hin i\'am and tile rul e~. a me ndmcnl lo wh ich 

was u nder con sidera t io n. 
4.13.4.5. l\lofassf's F 1111d for n w 1t i o11 of f/rl<•q11alc .1·/oma;i· f oci -

Ii I ies • 
Un d er t he Utta r P r;1clcsh Sh ee ra i\' i1·a11Lran .\dhin iva1 n . 

19(-iLI. as ame n d ed with efftct from 2-:lth .\p1il 197,1. c1·er1· sugar 
fac ton · was req u ired to µla ce in a separa te fund :lte aniou n t 

m entioned bcl o ll' o r ~ 11d 1 o ther a 1110 1111 l. a s th e Sta te Go1·ern -

111ent ma" noti fy in th <1 ! be half. 0 11 1 of th l' ~a l e proceeds for 
di ffe re n t ~rad es o[ 111ol a~ses fo1 prO\ iding ad equa te storage 

faci l i t i e~ . 

Gi·aclJ o f 
m o fe.sses 

Gra do I 

Gra de• IC 

G•r.• lc Cl.£ 

• 

H.~LC' offeotiv.1 from 
24-4 -1974 

.Re .O .33 por q11 in ta f 

T'.e.O .27 poi· quin tu.I 
R 'l.0.20 per every 40 kilo­

g ra mmes of reduoin~ 
sngar content therom 

R 0 .t<' e ffoot i vo from 
t -1- 1!176 

.Rt.2 .00 per quinu tl 

Rs.1 .60 pe r quinlnl 
R s.l .20 p er every 40 kil o­
g rammes of 1·e tluci11g sugar 

conten t t h erein 
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T he Excise Commissio ner. U. I' .. being Lhe ConLrolJ cr o f 

Molasses, also exercises conLrol O\'er Lhis Fund. o amount 
depo~i Led unde r Lhc ~l olasses Fund could be withdrawn 1riLh· 
OuL obtaining Lhe permission of the Con trolle r of Mobsses. 

111 the course o( audiL of the E xcise Comm issioner·s Office, 

the fo llowing fac ts came LO not ice ( ~ l ay ]!)77) regard ing the 
mai11tenance of the Molasses fund : 

(i) T he Excise Commissioner im 1ed orden in Apri l 197:) 

requiring a ll the sugar facwries to deposit the amou nL towards 
the Molasses Fund in any sched id ecl bank in respect of all 
sales o( mo la~~es mad<.: lrom 21th Apri l 197'1 onwards. But 
Rs.8·86 lakhs ll'hich became due for real isat ion Lowards the 
J\ lo lasses Fu nd during the period 24th April 1071 Lo :H sL 

December 197:) f'rom 19 sugar f'actori es were not deposiled by 

them ti ll M ay JD77. 

(ii) The LOLal clepos iL in th e \ folasses Fund made hy the 
\'Cl rious sugar fac tories in Lile State dming the peri od 24th 
April 1971 to 31st March 1977 amoun ted Lo Rs.1·02 crorcs, 
o u t of wh ich R s.0. 18 crore on ly were uti lised till M ay 1977 on 
main tenance and creat ing add it ional storage facilities for 
molasses. 

As a resu lt of in adequ ate storage faci li ties owing to no n­
uti l is;nion of the full amo unt ara ilable in the l\ [o lasscs Fund, 
J .7r, lakh tonnes of m ohmes were rendered unfi t fo r d ist illation 
a nd h ad t.o be dra ined out during the molasses ) car_ 1974-7 ;) 
and 1975-76. This had re,·enue potential of R s.70·73 crores. 
Owing to improper storage condition s, the q uality of molasses 
supplied to distill a tion a lso suffe red which had a direct im­
pact on the out-turn of spirit produced by the disti lleries. 

4 . 13.4.6. Short jnod11ctio11 of sj1irit from molnsses 

A min imum spirit ou t-lurn is presa-i bed in rela tion to the 
wash used for d istill!lion. In no case, the o ut- turn of spirit 
should be below the prescribed minimum of 365 proof litres 
per tonne o f m olasses, as provided in the U. P. E xcise Act an d 

the Rules. 

• 

• 

• 

• 
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• 
In Lhe course of audit of the accounts of six distilleries <J anu-

ary 1977 Lo J une 1977)' shortfall in t.he ou L-Lurn of spirit 'With 
iefcrcnce w the prescribed minimum in respect of certain 
baLches of wash sent in for disLi lla1 ion was noticed, as per 
de ta ils given below: 

Name of Period of Wash ~Cini mum Actual Short-
cli~·i I lo1·y tlisti llat io11 disti I led out-tun1 011 t-lurn fol I 

(B .L .) of of in 
s pirit spirit out-tur n 
(A.L. ) (.\ .L.) (A.L.) 

2 a 4 :) G 

I. (fa \zinbacl J .rnuary 1976 1,02,25,i'i20 4 , l 9,l35 4.08,578 10,85i 
to 

~ovombo" 1976 

2. l3ahor i April 197G In 
April 1977 

:1. R~j1i-kn- Apri l 1977 to 
Sahaspur .May l!Ji7 

4 . N .-Mbganj :\Cay l 97G 
to 

Jul y 1977 

5. D ;ilu·adun J-Lnun1·y 1977 
to 

?.fay 1!)77 

6. 1-c1~1·gaon July 1976 
to 

l\Caroh 1977 

·1-1. , 18,824 2.:ll . GOO 2,:21,:lGR 10. 241 

19,99,978 I , l !l,081 1, 14,724 4,357 

78.92, I G!' :l.$2 , 12() :~.OG,669 75,4:>7 

2G.70,7 l6 1,!J:J,719 J ,29,602 4, 117 

2,d3, 1:;,:l36 JJ,:l:?,8~!) 13,78,041 54,798 

5,61,22,!i:H 27,18,809 25,58,982 1,59,827 

(B. L . drn>~es b~ lk litres and A. L . don otos a lcoh olic litres) 

The short production of 1,59,827 alcoholic lilres of spiri t in 
the aforemen tioned case involved excise duty of R s.3 1-07 lakhs 
at the minimum rate of R s.19-44 per alcoholic litre. 

Mention was made in paragraphs 48, 43 and 50-7 of the 
Reports of the Comptroller and Audi to,. General of India on 
Revenue Receipts for the years 1973-74, 1974-75 and 1975-76, 
respectively, about shortfall in Lhe out-turn of spirit with re­
ference to the prescribed minimum . 

• 

• 

• 
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• Government stated «?ctober 1977) that the m atter was en· 
gaging· their auention and necessa ry amendment w tti.e wles 
was under consideration. 

4.13.4.7. Short accounlal of mo/(1sses 

In the cow-se of audi t, i t was noticed (May 1977) that" t.he 
accounts of molasses were not properly main tained in the Ex­
ci~e Commissio11e 1"~ Ollicc. Agai nst the do~111g sLock. of l6,741 
tonnes of molasses in the case of 9 sugai- factories at the end 
of the molasses year 1973-74, on ly 9,177 tonnes were brought 
forward as opening stock. at the bcgi11ning of the moiasses ye<u-
1974-75· Similarly, in the case of 5 other sugar factories, 
whereas the closing stock. of molasses at the end of the molasses 
year 1974-75 was 12,640 tonnes, only 3,000 LO nnes were carried 
forward as open ing stock. in the beginning of the molasses year 
1975-76. Thus, 17,204 tonnes of molasses rema ined unaccount­
ed which, if converted into dutiable spiri t, would have pro­
duced ()2.80 lakh p roof li tres of spirit involving revenue of 
Rs.6·96 crores at the min imum rate of excise duty. 

4.13.4.8. Removal of unadubterated molasses 

Molasses having sugar content of 40 per cent and above and 
of 80° .Brix or more is considered fit for use in distillation of 
spirit. Molasses below these specifications is considered as 
adulterated under the U. P. Sheern 1iyantran Adhiniyam, 
1964 and is requ ired lo be removed from the factor y premises 
to ensure proper storage and preservation of unadulterated 
molasses. 

In the course of audit o f the office of the Excise Commission· 
er, Ultar Pradesh, it was noticed (May 1977) that a sugar fac­
tory in Saharanpur district was permitted to remove 85 1·8 
quintals of even unadulterated molasses having 40 per cen t 
sugar contents and of 90° Brix during the molasses year 1974-75 
which was otherwise fit for distillation. The aforesaid quan­
tity of molasses could have produced 31,090 proof li tres of 
spirit on the basis Qf the average yield of 365 proof litres per 
tonne of molasses and yielded excise duty of R s.3·44 lakhs (at 
t.he lowest rate). 

• 

• 

• 
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• T he points referred LO in th e foregoing paragraphs were 
reponed' LO Governmen t in August 1977 . Governmen t, while 
endorsing the commen ts of the de panmcnl , stated (OcLOber 
1977) that the loss pointed out in audi t was ma inly d ue to rhe 
absence of necessary prov isions in the Adhini yam and the rules, 
suita ble amendmen t to which was under consideration . 

• 

I 

• 
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STAMP D UTIES AND REGISTRATION FEES 

5. 1. R esults of test audit in general 

Test aud it of the offices of District Registrars and Sub-Regis­
trars during 1976-77 revealed short levy of stamp duty and 
registration fee amoun ting to R s.13-03 lakhs broadly categoris­
ed as follows: 

Am')unt 
(In laklu of 

rupses) 

l, Short levy of stamp duty and registration fee du'l 7 _oo 
to und~rva.luation of properties 

2. Irregul ;r exempt ion from levy o f stamp duty 2 .9:? 

;3, Short levy of stamp duty and regist ration fee due to 1 .31 
m isola.ssification of documents 

4 . Snort levy of stamp duty and registration fee due to 1 .74 
othe r r easons ----

Tota.I 13 .03 

• A few important cases are mentioned in the following para-
graphs. 

5.2. Grant of unauthorised exemp tions 

In terms of notifications issued by the State Government in 
June 1963 and March 1964 under the Indian Stamp Act, 1899, 
the following classes of instruments are exempt from payment 
-0f stamp duty: 

(i) instruments executed by or on behalf o( co-operative 
societies and 

(ii) instrumen ts executed by members of any co-opera­
tive society and relating to the business of such society, 
where the amount or value speci fied in it does not exceed 
R s.5,000. (Where, however, such amou nt or value ex­
ceeds Rs.5,000, the stamp duty otherwise chargeable is to 
be reduced by 50 p~r cent only.) 

-11 A. C.-1978--10 
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Thus, the instruments which are executed in favour of any . . . 
co-operative sooety by any person who is noL a member of such 
society- are not covered by the aforementioned notifications and 
attract full stamp duty payable under the Indian Stamp Act, 
as applicable to Uttar Pradesh. This point was also clari fied 
in a circular issued to all Sub-Registrars and Inspectors of 
Stamps by the Inspector General of R egistration, Uttar Pradesh, 
in June 1976. 

(a) 111 the cour ·e of aud it cf the offi ces of four Sub-Regis­
trars (Allahabad, Agra, Moradabad and Dehradun), it was 
noticed <June 1976, August 1976 and Apri l 1977) that full 
exemption from stamp duty was allowed in the case of 67 
documents of sale of lands registered during the period January 
1975 to May 1976 although these deeds in respect of sale of 
lands were execu ted in favour of various co-operative housi ng 
societies by persons who were not members of those societies. 

T he total consideration set for th in the aforementioned 67 
documents for all the properties transferred to the co-operative 
societies was R s.9,49,747. In 2 documents, the market value 
of the landed property was not shown correctly. These pro­
perties were situated in the area adjacent to a city for which 
market rates, as ILxed by the Coliecwr in October 1974, were • 
Rs.10 to R s.200 per square ya rd. On the basis of the mini­
mum rate of R .10 per square yard. the va luaticn of 16.186 

square yards of land transferred by these two documents work­
ed out to R s.1,64.860 against which Rs.60,000 only were set 
forth as consideration in the documents thereby lead ing to 
unde1Taluation of R s. 1,04.860. T he undervaluat ion of pro­
perty as well as the incorrect exemption resulted in short levy 
of stamp duty, addition al stamp duty and registr at ion fee of 
R s.1.00,984 in the aggregate. 

The cases were reported to Government in July 1976, Sep­
tember 1976, October 1976 and May 1977; reply is awaited 
(November 1977). 

(b) In the course of aud it of the offices of two Sub-Regrstrars 
(Kanpur and Bahraich), it was not'.ced (December 1976 and 
J anuary 1977) that full exemption frorfl stamp duty was allow­
ed in respect of 14 instrumen ts of simple mortgage executed 
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by members of two co-operative societies tra~sferr'ing their 
properties in favour of the socie ties for the purposes of secur­
ing loans aggregating R s.3,39,100 taken by them from• the so­
c1et1es. The instruments were registered during the per iod 
between J anuary 1976 and Aug ust 1976. Since the valµe of 
the proper ty in each instrume'n r was more than R s.5,000, stamp 
du ty at half the normal rates was liable to be levied on them. 
T he instrumen ts were also liable to additional stamp duty in 
terms of the U. P. Avas Evam Vikas Parishad Adhiniyam, 
1965. 

Grant of irregular exemption in these cases resul ted in shor t 
collection of revenue of Rs.1 3,148 by way of stamp duty and 
additional stamp dmy. 

T he matter was reported to Government in February 1977; 
reply is awaited (1 ovember 1977). 

5.3. Short levy of stamp du ty and registration fee due to mis­
classification of deeds of sale 

Under the Ind ian Stamp Act, 1899, stamp d u ty on a deed of 
usufructuary mortgage is charged on the amount of considera· 
tion eq ual to the amount secu red by such deed, whereas in the 
case of an instru men t of sale i t is levied on the market value 
o( the property as on the da te of execution of the deed. A 
transaction transfening an interest in and creating a charge 
over the property for the purpose of securi ng the payment of 
any loan or debt is called mortgage whereas the essence of a 
sale is the compk,e transfer of ownersh ip of property in ex­
change for an agreed pr ice. 

In the course of audit of the offices of the Sub-Registrars, 
Etawah and Konch (d istrict J alaun), it was noticed (May 1976 
and December 1976) that in 20 deeds of sale executed and 
registered between J anuary 1975 and October 1975 complete 
ownersh ip of agricultural lands measuring 88 acres was tr ans­
ferred with a condition to repurchase the lands. These deeds 
of sale were treated as instruments 0£ possessory mortgage and 
stamp d uty and registration fee were levied on the considera· 
tion of R s. 1-07 lakhs ~s set forth in the deeds. Since the trans­
fer of lands was not m ade to secure the payment of any loan 
or debt and the demised lan ds did not stand charged, these 
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instruments were not deeds of mortgage but were of sale 
attracting sta~p duty and registration fee on the market value 
of the •demised lands . 

The market value of lands forming the ubject matter in the 
aforementioned 20 instruments worked out to R s.2·71 lakhs 
(calculated on the basis of the rates fixed by the Collector for 
appropriate class of land in 3 cases and in the remaininCT 17 

0 

cases at the minimum rates fixed by tbe Collector). Incorrect 
classiricaLion of the instruments resu lted in short levy of stam p 
du ty and registration fee amoun ting to Rs.14,171. 

The matter was r~ported to Government in June 1976 and 
January 1977; reply is awaited (November 1977). 

5.4. D eeds of gift misclassified as deeds of release 

In the course of audit of the office oE the Sub-Registrar, 
Dehrad un, it was noticed (March 1974) that a document exe­
cuted by 'A' was registered in September 1973, whereby he 
transferred his property \'alued a~ Rs. 12,000 in farn ur of 'B', 
his father. Another document executed by 'B' was registered 
on the same date whereby 'B' transferred his property valued 
at R s. l ,22,000 to 'A'. Both the transfers were effected without 
any consideration. The two properties were situated on a 
piece of land purchased jointly by 'A' and 'B' in March 195 . 
H owever, the properties were constructed by -the respective 
executants at their own cost on separate portions of •the land 
which were separately assessed to municipal tax, bore separate 
house numbers and on wh ich municipa l taxes were be ing pa id 
separately by them. I t was also ~entioned categorically in 
both the documents that 'A' and 'B' had been exercising com­
plete right o[ ownersh ip over the properties in their possession. 
Therefore, the two documents under consideration should ha,·e 
been treated as deed of gift for the purpose of levy of stamp 
duty. Stamp duty was, however, levied on these documents by 
treating them as deeds of release and this led to short levy of 
stamp duty and addit ional stamp duty amounting to Rs.8,610 . 

The matter was reported to Governme1~t in May 1974; reply 
is awaited (November 1977) . 
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5.5. Short levy of stmmp duty ancl registration fee on instru­
ment of lease-cum-sale 

Under the Indian Stamp Act, 1899, as amended in its appli­
cation to Uttar Pradesh, any instrumenl comprising or relating 
to several distinct matters is chargeable wi th the aggregate 
amoun t of the stamp duLies with which separate instruments 
each comprising or re lating to one of such matters would be 
chargeable. The expression 'distinct matter' connotes distinct 
1ransactions and if they happen to be embodied in one docu­
ment that document should be treated for the purpose of levy 
•)f stamp duty as comprising several clocumen Ls. 

r\ fixed stamp duty of Rs.5 is levied on an instrurnent of 
agreement to sale whereas in the case o[ a deed of lease not 
purporting for any definiLe term, stamp duty is payable on che 
consideration equal to three times the amount or value of 
1he average an nu al rent which would be paid or deliver ed for 
the first ten years if the lease continued so long. On a deea 
of conveyance of immovable property, stamp du ty is leviable 
on the market value of the property as on the date of execu­
tion of instrument. 

In the course of audit of the Sub-Registrar's Office, Muzaffar­
nagar, it was noticed (May 1976 and May 1977} that 12 mem· 
bers ot a fami ly of M uzaffiarnagar were equal co-owners of 
urban properties comprising (1) three bu ildings covering an 
area o f l.554 square yards and (2) open lands measur ing J0,000 
guan~ yards. These co-owners executed in October 1974 an 

agreement to sell the aforementioned properties to an educa­
tional society for the total consideration of R s.4 lakhs, the 
break-up of which was as under : 

Jh. 
(i) 3 buildings 50,000 

• 
(ii) Open land 3,25,000 

( i ii) Cost of stamp du ty and rogistro.tion fee to 25,000 
lie bor11e by the ven dors -----

Total 4.,00, 000 

' 
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. Since the sale of the urban properties was contingent upon 
the gran ting of permission by the State Government under fhe 
provisions of the Uttar Pradesh Ceil ing on Property (Tempo­
rary Restrictions on Transfer) Act, J 972, the in tending sellers 
through the same deed of agreement transferred the properties 
mentioned above to the society by way o( lease [or an indefi­
nite period. 

O n rece ipt of the perm ission of C ovcrn1nent in !\la rch 1976. 
the actual sale of the properties \\"as effected by a deed of con· 
vcyance exccut<:.d in Ap ril 1976 [or the ccnside ration of R s.4 
lakhs- T he m inimum ntl ue of 3 buildi ngs al 20 t imes the 
actual rental va lue of R s.3.74:).80 as mc11tionccl in the d eed ot 
October 1974 and the market value o( open land measuring 
10,000 square yards at the prevail ing lowest rate o( Rs.50 
per square yard v:orked out to Rs.75,000 :111d R s.:J lak hs as 
against R s-50,000 and R s.3.25 lakh . re11 pecti,cly. a set forth 
in the document. Consequently, stamp duty of R s.57,000 
(inclusive o[ additional stamp du ty of 2 per ce nt leviable 
under the Avas E va m Vikas Parishacl Adhiniyam, 1965) and 
registra tion fee of R s.6, 132 hould have been levied. But the 
departmen t lev ied stamp duty 0 [ Rs.38.000 and registration 
fee of Rs.4,011 only. The short collection of reven ue in this 
case worked out to R s-2 1,121. 

T he malter was reported to Govern ment in .J une 1976 a11d 
J une 1977; reply is awaited (November 1977). 

5.6. Incorrect d etermination of stamp duty on partition deed 

An instru ment of parti t ion is chargeable under the Indian 
Stamp Act. 1899, with ad 11alo1em dut) en the value of the 
separated share or shares of the proper ty a(tcr excluding the 
largest share remain ing after the property i parti t ioned. ' .Yhere 
all the shares are of equal value, the value o[ one such share 
is to be excluded in ca lcu la ting tamp duty· Thi~ also holds 
good for charging registration fee under 1.1.ie provi ions of the 
Indi an Regi stra tion Act. 1908. The Uuar Pradesh Stamp 
(Amendmcm) Rules, 1970, as amended by the Utta r Pradesh 
Stamp (First Amendment) R ules, 1976, st ipulate that the ,·a\ue 
of the non-agricultural land situa ted witl1 in the municipal 
limi ts should be equal to the val11e worked ou t on the basis ot 
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• the average p rice prevai li ng in the locali ty on lhe date oE 

execution of the instrument. In the case of a building which 
i s assessed lo house tax. the value should be equal to 25 times 
the actual or assessed annual rental value whichever is higher. 

In the course of audit of the Sub·Registrar·s Office, Dehra­
dun, i t was noticed (March-April 1977) that four m embers of 
a Hindu undivided family were declared by the Ci\'il Court, 
Dehradun, in August 1972 as equal co-owners in the joint 
fami ly properties situated within the municipal Limits of 
Dehraduu. These properties comprise.d (i) three buildings 
covering an approximate area of 15,000 square feet, (ii) ap­
purtenant lands measuring 1,38,810 square feet and (iii) trees 
(number not given). The co-owners by a deed executed and 
registered in August 1976 partitioned their aforementioned 
properties in four equal shares. Stamp du ty and registration 
fee were collected on three equal shares of R s.60,000 each. 

Since the assessed annual rental value of these buildings as 
disclosed in the deed was R s. 13,800, their value at 25 times 

• the aforementioned amount worked out to R s.3.45 lakhs· 
The minimum m arket rate of the lands in the same localities 
registered for sale pr ior to the execu tion of this deed was 
found to be Rs. 5 per square feet. Based on this rate, the 
value of the aforemen tioned appurtenan t lands wo1ked out to 
R s.6.95 lakhs (approximately). T be aggregate value of these 
properties (excluding the value of trees) . thus, worked ou t to 
R s.10.40 lakhs (approximately) and stamp duty of R s.29,250 
andi registration fee of R s.7,833 on three equal shares of 
Rs.2.60 Jakhs each should have been leviecl. Bu l the depart­
men t levied sta mp duty of Rs.10,350 and regist rat ion fee of 
R s.l ,81 l. This resulted in short levy of stam p duty and 
registration fee aggregating R s.24.922. 

The matter was reported to Go,·einment in M ay 1977: reply 
is awaited (November 1977). • 

• 
5.7. Collection oE stamp duty at lower rate 

In part ial modification of the rates for sta mp duty payable 
on simple mortgage deeds as la id down in Schedule I B of 
the Indian Stamp Act, 1899 (Rs.22.50 per thousand and 
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R s. l I.!!5 for every R s. 500 or part Lhereof in excess of R s.1,000), 
the State Government by a notification dated 30th September 
1969 reduc<0d Lhe duty pa yable on such instrumen ts executed 
by industrialists in favou r of certa in financial corporations 
and b anks including the Stale Bank of India for obtaining 
loans for industrial purposes to Rs. l;i per thousand a nd Rs.7.50 
for every Rs.500 o r parl Lhereo[ in excess of rupees one 
thousand. By an amen dment Act of 1974 which came in to 
effect from 25th May 1974, stamp duty ch argeable on instru· 
ments of simple lllortgage was, however , enhanced to 

Rs.37·50 per thousand and R s.18·75 for every R s.500 or part 
thereof in excess of rupees one thousand. H owever, by a 
further notification issued on 29th June 1974, Lhe stamp duty 
on in struments of simple mortgage executed by industrialists 
in favour of certain financial institutions and ban ks (including 
State Bank of India) for obtaining loans for industrial pur­
poses was redu ced with e ffect from 25th M ay 1974 to R s.25 
per thousand and R s. 12.50 for every Rs.500 or part Lhereof in 
excess of rupees one thou sand. 

Jn the course of audiL of three Sub-Registrar's Offices, Najib­
abad (Bijnor d istrict), Khal ilabad mast i disLrict) and Firoz­
abad (Agra disLrict), it was not iced (A ugust 1974. December 
1974 and June 197:)) that stamp duty on 13 instruments, of 
si mpl e mortgage executed between 28th May 1974 and 28th 
June 1974 by industrialists for securing repayment of loans 
aggregating R s.6.60 lakhs obtained from the State Bank of 
India for industrial purposes was levied at rates prescribed in 
the n otificat ion issued in Sep tember 1969. Consequently. 
stamp duty of Rs.8,560 was short levied on these instruments. 

On this bei ng poin ted out in aud it (August 1974. J anuary 
197:} and July 197:)), recovery of R s.4,150 a long with an equ i­
valen t penalty in respect of 10 cases was effected. Paniculars 
of recovery of the balance of R s.4,410 in respect of 3 cases are 
awai ted (November 1977). • 

5.8. Valuation of agric.ultmal land below the prescribed 
minimum 

Under the l ndian Stamp Act, 1899, as applicable Lo Uttar 
Pradesh, an instrumenL of conveyance of immovable property 
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is chargeable with an ad valore111 duty on the prevailing 
market value of the property as on the date of execution of 
the instrument. In accordance wi th the Uttar Pradesh Stamp 
(First Amendment) Rules, 1976 (effective from 1st July 1976), 
the minimum valuation for purposes of levy of stamp duty 
in the case of blwmidlwri land shall not be less than thaL deter­
mined at 800 times the annual land revenue payable therefor. 
The minimum rate of land revenue of unirrigate<l land was 
fixed from 1st July 1976 at R s.5 per acre by the Uttar Pradesh 
Land Laws (Amendment) Ordinance, 1976. 

In the course of audit of the Sub-Registrar's Office, Nan­
par a (Bahraich district\ it was noticed (February 1977) that 
bhwnidhari land (unirrigated) measuring 48-945 acres situated 
in the tahsil Nanpara was sold in two equal parts for Rs.80,000 
through two deeds of conveyance executed and registered in 
July J 976 in the District Registrar's Office, Bahraich. Stamp 
duty of Rs.6,000 and registration fee of R s.822 were levied 
on the amount of the consideration set forth in the docu­
ments. The minimum valuation of 48.945 acres of unirri­
gated land at 800 times the annual land revenue of R s.244-75 
worked o ut to Rs.l,95,800 on which stamp duty of R s.14,700 
and registration fee of R s. l ,982 should have been realised . 
Thus, there was sh ort levy of stamp duty and registration fee 
of Rs.9,860. 

The matter was reported tO Government in March 1977; 
reply is awaited (November 1977). 
5.9. Non-adherence to the market rates of lands determined 

by the Collector 
In compliance• with the orders of Go,·crnmen t issued in July 

1974, the Collector. Pratapgarh, fixed the rates for valuation 
of various categories of lands of Pratapgarh district iri February 
1976_ The rates fixed by the Collect0r for agricultural lands 
situated adjacent to tahsil headquarters or in market or mela 
areas or in urban areas or by the side of metalled roads were 
cons'.derably high~r than the rates of lands situated clsewbere-

(a) In the course of audit of the office ol the Sub-Registrar, 
Pratapgarh, it was noticed (October 1976) that 9 plots of land 
measuring 3 /Jighas ::; /;iswas and 17 biswnnsi~ were transferred 
through a document executed and registered in April 1976 

H A. G.-1078-11 
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for a consideration of R s.24,694 as indicated in tbe deed. The 
village in which this property was located was a market a rea 
i tself and the prop erty was a lso situated adj acent to a high­
way. The market r ate fixed by the Collector for such lands 
was R s.35,000 per bigha. 

Simila rly, in the office of the Sub-R egistrar, Kunda 
(Pratapgarh district), it was no ticed (October l 97G) that 3,274 
square yards of land were transferred through 8 documents 
executed and registered in May 1976 for consideration of 
R s.45,010 in Lhe aggregate as exhibited in the deeds. The 
l and in question was situated near Lhe tnlisil headquarters and 
as such sh ould have been valued at the rate of Rs.26.25 per 
square yard fixed by th e Collector. Applying this rate. the 
tolal value o f a ll the la nd u·ansferred by these 8 documents 
workc::I c u l Lo R~.86. S84 . 

Non-adherence l o the market rates fi xed b) the Coll ector 
led to short l evy of stamp duly, additional stamp duty and 
registra tio n fee amoun t ing LO R s. 12.99 1 in r espect o( the 
aforemention ed 9 docum en ts. 

The matter was reported to G overnment m No,·e mber an d 
December_ 1976; r eply is awaited (November 1977). 

(b) The ColleCLor, Agra, had determined Lhe m arket rates 
of all kinds o f l ands in D ecember 1974 withi n his jurisdict ion 
to guide the registering a uthorities in the district in assessing 
the valua t ion of properties for the purpose o f levy of stam p 
duty and registrat io n fee. The rat es fixed for agr icuhural 
lands were lower than the rates fixed for lands used for ind u · 
tria l / resident ial purposes. 

I n the cou rse of aud it of the Su h-R egistnll_.s O ffice. Etmad­
pur (Agra district), it was noticed (Sep tem be r 1976) that land 
m easuring 12,100 square yards was sold in two parts by one 
individ ual through 2 sale deeds executed and regisLcred in 

June 1975. The property -ll'as situated in . village Naraich 
falling w ith in the municipal limits of Agra a nd had an iron 
found ry on iL as slated in the documen ts. Thus. the pro perlv 
was evidently in tended for industrial use and attracted h igher 
rates which ranged between R s.15 and R s.50 per sq uare yard. 
The lower rales, prescribed by th e Coll ecLor for agricultural 
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lands were, however, applied for Lhe pu rpose of levy of stamp 
duty and registration fee on the documen ts and the entire 
property was valued at R s.32,000. 

Calculated on Lhe basis of the min imu m rale of R s.15 per 
square yard, the value of 12, 100 square yards of land would 
work ou L to R s. l ,81,500. On the market value lhus computed, 
slamp d ul)' and registration fee oE R s.13,6 12 and R s.1,826 
were levi able against wh ich the departmen t levied R s.2,400 
and R s.331 only resulting in short levy of R s. ll.212 and 
R s. l,495. respectivel y. 

On this being pointed out in audil (October 1976), the 
department st ated (No\·ember 1976) tha t copies o( the t\\·o 
documenls had been sent to the CollecLOr for realisation of 
deficil amou nt. 

T he maller was reported Lo Covernmen l in OcLOber 1976: 
reply is awaited (November 1977). 
5.10. Non-application of revised rates 

In the course of aud it of 3 Sub-R egistrars' offices at H ar­
d war (Sah aran pur d istr ict), Shahj ahanpur and J alalabad 
( hah jahan p ur c.l istrict), i t was noticed (O cwber 197 6 and 
November 1976) that the circle-wise and category-wise rates 
o[ marke t values of lands in itially fi xed (December 1974 and 
J anua ry 1975) by the concerned Collectors in pursuance o f 
the' Government order of July 1974 were revised upwards in 
May 197.i (Saharanpur district) and August 1976 (Shabja han· 
pur d istrict). H owever, in the a foremen tione<l o ffices, stamp 
duty and registration fee were con tinu ed LO be le\·ied on the 
basis of Lh e unrevised ra tes. T his led to un dcrva\ualion o[ 
propcnies by R s. 2.82,550 in 40 sale deeds execu ted and re­
gi Lerccl in lhese offices between M ay 197.i and October 1976 
and resulted in short le\'y of stamp d uly, add itional stamp 
duty and registra tion fee amou nting to Rs. 26,383. 

On th is being ps>inted ou l in audi t ( 1ovcmber 1975 and 
December 1976). i:hc copies of the dcods were sent LO the Collec­
lors concerned and in one case the defi cien t stamp d u ty and 
registra Lion fee amo un ting to Rs. 577.50 along with penalty of 
R s. 700 wc: re recovered. R eport of action take n in the re­
m ain ing '.l9 cases is awaited (No1•ember 1977)· 
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• The matter was reported to Government in November 1976 
an d December 1976; reply is awaited (November 1977). 

OTHER TOPIC OF I NTEREST 

5.l J. Non-prescription of filing fee 
Loans to agricuituri sts under the Land Improvemen t Loans 

Act, 1883, and the AgTiculturists' Loans Act, J 884, and the 
mortgage deeds connected therewith are n ot required to be 
compulsorily registered under the Indian Registration Act, 
l 908. Copies of such orders and documen ts are, however, re· 
quired to be filed with the Sub-Registrar with in whose juris­
d iction the concerned properties are situated. The table of 
fees prescribed by the State Government under the Indian Re­
gistra tion Act, 1908, provides for the levy of a fixed fee of R s. 4 
by the Sub· Registrar on the copy of each such document or 
order filed. 

Deeds of simple mortgage executed by agriculturists for ob­
tain ing loans for agricu ltural purposes from certain specified 
banks in terms of the Agricultural Credit Act. 1973, also do 
not require regis.tration under the R egistration Act provided 
that after the acceptance of such documents by the banks, true 
copies ther<:Qf are sent to the concerned Sub-R egistrar for 
filing within one month of their execution . No filing fee has, 
however, been prescribed by the State Government for filing 
copies of such documents. 

In the co9rse of audit of the offices of thirtee n Sub-R egistrars, 
it was n oticed (February 1975 to March 1977) that 4.902 copies 
of deeds of mortgage received at these offices from various 
banks in respect of loans advanced under the Aghcultural 
Credit Act. 1973, were fi led during the period J anu ary 1975 
to March 1977 without charging any filing fee. H ad the same 
filing fee as obtaining in the case of copies of documents / orders 
under the Land Improvement Loans Act, 1883 and the Agri· 

• cul turists' Loans Act. 1884, been prescribed in these cases, 
Government would have earned additi~na l reven ue of 
R s.19,608. 

The matter was reported to Government (between March 
1976 and May 1977). Government stated in July 1977 that 
the question of im posing such [eoc was under consideration . 
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CHAPTER VI 
• 

TRANSPORT DEPARTMENT • 
TAX-Es ON V E HICLES, G ooos AND P ASSENGERS 

6.1. Results of test audit in general 

Short levy of tax amounting to Rs. 1, 13.98 lakhs was brough t 
out in ·the courSe of test audit o [ the offices of the T ransport 
Department during 1976-77. Category-wise break-up thereof 
is given below: 

1. Short l evy o f passenger tax 

2. Short levy of goods te.x 

3. Short levy of road tax 

4. Shor t levy o f fees 

Total 

A-u Jun t 
(In lakhs of 

r up ees) 

52 .31 

43 .11 

17 .29 

l.27 

1,13 .98 

A few important cases are· men tioned m the following p ara· 

graphs of this chapter. 

6.2. Non•levy of passenger tax on mini buses 

In the course of audit of the Regional Transport Office, 
Lucknow, it was noticed (N ovember 1976)1 th at the U ttar 
Pradesh State Road Tra nsport Corporation started plying 15 
"ma tador" and 35 " mini queen" buses in L ucknow ci ty since 
June 1976. T he matador bus had the seating capacity of 16 
while• the seating capaci ty of a mini q ueen bus ranged between 
21 and 42. T he m inimum and max imum fares were 25 paise 
and 50 paise. No p assenger tax had been realised t ill 
i oveomber 1976 in respect of these 50 rn in i buses. T he 
amoun t of p assenger tax not Je,·ied on these min i buses worked 
out to Rs· 1.76,460 for the period June 1976 Lo November 
1976 at the monthly rate of Rs. 339 and R s.695 per matador 
and mini q ueen . • respectively. 
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On this being pointed out in aud it (No\·ember 1976), the 
department sta~d (August 1977) that out of the short levy of 
passenger tax of R s. 1,76,460, Rs. 11 ,000 h ad been recovered 

• and notices for the recovery of the balance had been issued. 

The matter was reported to Government in J anuary 1977; 
fina l reply is awa ited (November 1977'. 

6.3. Inconect detennination of passenger tax 

By a notification issued on 3rd :\lay 1975 under section 43(1) 
of the Motor Vehicles Act, 1939, Government au thorised the 
operators of th e stage carriages to collect from each passenger 
additio nal (are at the rate of 5 paise per rupee er part tbereot 
on the total amoun t o( toll tax collected frcm such stage 
carriages whenever they passed through the bridges controlled 
by the Public Works Department. By a subsequent notifica­
tion issued on 4th October 1976, this element of add iti onal 
fare was exempted from being treated as a part of tlie fare for 
the purpose of determining the amount of passenger. tax. 

(a) In the course of audit of the office of the Regional Trans· 
port Officer, Kanpur, it was noticed (February 1976) that while 
calculating· the passenger tax in respect of 300 stage carriages 
for the p eriod 15th May 1975 to 14th February 1976, the addi­
tional fare ch arged by the operators from passengers in lieu 
of paymen t o( toll / barrier tax imposed by the local bodies on 
these vehicles was ignored. This resul ted in short leYy of 
passenger tax of Rs. 56,000. 

The matter was reported to Government in April 1976; 
reply is awaited (November 1977). 

(b) In subsequent audit of this office, it was noticed (Febru­
ary and March I 977) that auditional fare in lieu of toll tax 
collected from passengers by the operators of 8 stage carriages 
from December 1975 to September 1976 was not considered 
while assessing the amount of passenger tax payable by the 
operators. As the passenger tax was levied at the rate of 15 
per cent of the fare actually charged, thi; resul ted in short 
levy of passenger tax of R s. 24,320 . 
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The malter was reported to Governmen t in Apri l J 977; 
reply is awaited (November 1977}. • 

• • 
6.4. Incorrect calculation of lump sum passenger tax 

Under the U. P. i\Iolor Gadi (Yatri-Kar) r\dhiniyam, 1962, 
Lhe lump sum passe nger tax paya ble in respect of any stage 
carriage on a particular route depends inter alia on Lbe num­
ber of single (one way} Lrips the stage carriage is a uthorised to 
make on Ll1a t rou te d uring a pan 'cular period and the [are 
charged by the operaLOrs. 

(a) In the R egional Transport Office at Varanasi (audit con­
ducted in August l 976), the Passenger T ax Superintendent had 
rcµorrecl in September 197.) that the fare st i pu larccl in Lhe 

l ump sum agreement was Jess than the fare actuaily charged 
on Hall ia- urm anpur route bu t the departmen t revised the 
agreement from J anuary 1976 only. resulting in short le\'y of 
passenger tax am oun ting to Rs.13,600 for the period Septem­
ber 1975 LO December 1975. 

The matter was reported to Govern ment in September 1976; 
repl y is awaited (November 1977) . 

fl\ Jn the course o f audi1 of the Regiona l T ran ·por t Office, 
Fa izabad, it was noticed (October 1976) that despite the report 
of the Passenger Tax Superintendent in March 1976 that the 
fares charged by the operators on three routes were more than 
the fares slated by them for entering in to lump sum agreements. 
the depart ment did not revise the agreemen ts. This resul ted in 
loss of passenger tax amounting to Rs.44.682 fo r the period 
March 1976 to Decem ber I 976. 

T he matter was reported to Government in J anuary 1977; 
reply is awaited (November 1977). 

(c) In 1the course of audi t of the Regional Transport Office, 
Lucknow, it was noticed (November 1976) Lhat 15 stage carri­
ages were operati ng on the Lucknow--Shahj ahanpur route o n 
the basis of J6 single trips per day. '\!\Then 5 additional stage • 
carriages of the U ttar Pradesh State Road Transport Corpora­
tion were also given temporar y permits in March 1975 to ply 

• 
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on that route UJi to July 1975, the number of single trips 
undertaken by the 15 stage carriages of the pr ivate operators 

• was reducea to 12 single trips per day. T he stage carriages 
of the Uttar Pradesh State R oad Transport Corporat ion stop­
ped plying on the rou te from August 197;j o n the expiry ol 
their permi ts. The lump sum passenger tax payable by the 
private operators, however, continued to be calculated on the 
b asis of 12 sing le trips per day d uring the period Aug ust 1975 
to Novembe r 1975, whereas they had , as per the report 
o f the Passenger T ax Officer, actuall y under taken 16 single 
trips per d ay during this period. Besides, the fare for the 
aforementioned rou te had also been increased from 10th June 
1975 which had not been taken into acco unt for the calcula­
tion of lump sum passenger tax payable by these stage carr iage 
operators. Calcula tion of passenger tax on the basis of in ­
correct fare as well as lower nu mber of trips resul ted in shor t 
levy or passenger Lax of R s.48. 16 1 d uri ng the per '.od 10th Jun e 
1975 to 30th November 1975. 

• 

• • 

• 

T he matter was reported to Governmen t in J anu ary 1977; 
1eply is awaited (November 1977}. 

(d) In the course of audit of the R egional Transpor t Office, 
Faizabad, i t was noticed (October 1976) tha t the lump sum 
passr.nger tax payable by two stage carriages plying on the 
Sul ta npur-Durgapur-Amethi route and two stage carr iages 
plying on the Durgapur-Ameth i ro ute was calculated for the 
period May 1975 to February 1977 on the basis o r 45 single 
tri ps per month pcT stage carriage and Rs. 1.31 and R e. 0.90 as 
fares [or the distances between Sul tanpur an d Amethi and 
Durgapur and Amethi . respectively. H owever. all these stage 
carriages were actua l! )' perform ing 60 single tr ips per month 
and chargi ng R s. 1.65 as fare in the case of the former ro ute. 
This resul ted in short levy of passenger Lax or R s.1 6.364 
(includi ng additional tax and surcharge of Rs.2.6 14) during 
the period May 1975 to Februar \' 1977 . 

On this being pointed out in aud it (J anuar,, 1977), demand 
o f R s.16,364 was raised (February and August 1977). Parti­
culars of collection are awaited ( 1ovember 1977) . 

• 
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The matter was reported to Government m J a1,uary 1977; 
repl y is awai ted (r ovcmber 1977). • 

(e) In the c.o urse of audit of the Assistan t Regional Tram­
port Office, Muzaliarnagar, it was noticed (May 1977) that the 
Regional T1ansport Authority increased the number of return 
trips from j to u per day (i.e-, from 10 one way u; ps to 12 
per day) wi th effect from 23-9-1976 011 Shamli-Chasnara 
route in respect of six stage carriages plying on that rou te 
and paying tax on lump sum basis. The· operators, how­
ever, paid passenger tax on 5 re turn trips instead of six at a 
fare cha:rged for the paH route (viz., Shamli Lo Oon, a place 
beyond which the road uplo Chasnara was closed to traffic 
during the period 17-6-1976 to 14-9-1!176 0 11 account of ra iny 
season) and not for the fu ll route (viz., Sha111li to Chasnara) 
even af.ter the entire route was opened Lo traffi c. T his result­
ed in shon levy of passeuger tax o [ Rs.3(i,09 I for the period 
23-9-1976 to 22-6-1977. 

On this being pointed out in audit (May 
taut Regional Transport Officer staled (May 

• Passenger Tax Officer had been directed LO 

tion and reassess the passenger tax. 

1977), the Assis­
i 977) that the 

review the posi-

The maLter was reported •LO Government in July 1977; reply 
is awaited (November 1977). 

6.5. Non-assessment of passenger tax on standing capacity 

The Uttar Pradesh Motor Gad i (\'a tri ·Kar) Niyamawali, 1962. 
provides oLhat 50 per cent of the authorised standing capacity 
in a stage carriag·e should be take11 into accoum for the pur­
pose of calculation of passenger tax payable under lu mp sum 
agTeements. 

In the course of audit of the Regional Transport Office, 
Bareilly, iL was noticed (September 1975) that 47 stage carriages 
were authorised by the department LO carry standing pas­
sengers to the extent of 25 per cent of their seating capacities. 

• But passenger tax was not assessed on 50 per cent of such 
authorised standing capacity for two quarters (April 1975 to 
September 1975)' resulting in short levy of tax of R s.43,978. 

41 A.G.-12 
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On Lhis 9being pointed out 
Gove1mment stated (May 1977) 
had since been recovered. 

m audi t (November 1975), 
that the short amount of tax 

6.6. Under-assessment o( road tax and passenger tax on pri-
vate stage carriages 

Under the U:ttar Pradesh Motor Vehicles Taxation Act, 1935, 
road cax on private motor veh icles is assessed on Lhe basis of 
unladen weight of the vehicle under Article Ill of First 
Schedule lO the Act whereas a transport veh icle plying for hire 
is assessed to tax on the basis of the authorised load of passen­
gers at the rates presCTibed under Anicle IV ibicl. Where a 
transport vehicle is intended for use on a special route, a fur­
ther tax equal to 25 p er cenl o( Lhe road tax is also levied. 
Under the Uttar Pradesh Motor Vehicles Rules, 1940, a pri­
vale slage carriage permit is gran lecl to a motor vehicle adapt-
ed lo carry m ore than 9 persons excludi ng the driver provided 
such vehicle is exclusively used for trade, business or private 
purposes and not for hire. ·where a transpor t vehicle plies for 
hire, passenger tax is levied under the Uttar Pradesh Motor 
Gadi (Yatri·Kar) i\dhiniyam, 1962, at a rate• equivalent LO 15 

per cen l o( the fare payable by every passenger. When a pas- • 
senger is cauied by such a vehicle at a concessional ra te or 
without be ing· charged any fare, the fare normally payable for 
the journey is deemed to be th e fare payable by such passenger 

.for purposes of determining the pa~senger tax. 

In •the course of audit of the Regional Transport Office, 
Kanpur, it was noticed (February and March 1977) that 17 
m otor vehicles owned by three undertakings were gTanted 
permanent permits as private stage carri ages for ·Lhe convey­
ance of their employees residing within 16 to 20 kilometers of 
Kanpur to the factories and vice versa. Since these under­
•takings charged from t heir employees fare a>t subsidised rate 
to cover the operational expenses, road tax for special class 
route and passenger tax at the rate of 15 per cent of the norm­
al fare were leviable on these vehicles. The department, how­
ever, did not levy any passenger tax, '~bile the road tax on 
'these vehicles was recovered at the lower r ates. For determin­
ing the road tax, 4 vehicles were treated as goods vehicles, 11 
vehicles as private vehicles instead of stage carriages and only 

,, 
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2 vehicles were classified as transport vehicles pitying for hire. 
Th is resulted in non-levy of passenger tax of R s.3.37 · l~hs and 
short levy of road tax of R s. l.21 Jakhs during the period January 
1973 to December 1977. 

The mat:ter was reported to Government in Apri l 1977; repl y 
is awaited (November 1977). 

6.7. Shol't levy of road tax oni motor vehicles 

Section 4 of the Uttar Pradesh MoLOr Vehicles T axation 
Act, 1935, provides for the levy of road tax on motor veh icles 
a t the appropriate rate specified in the First Schedule to the 
Act. According to section 6 ibid when the tax on any motor 
vehicle becomes payable for the fi rst time after the commence­
ment of a calendar year, the tax payable for each calendar 
month or part of a calendar month, in respeCL o[ which the 
tax has become payable, shall be one-twelfth of the appropriate 
annu al tax· T h us, i[ the raite of lax is enhanced at any time 
after the commencement of a calendar year, the tax at the en­
hanced r ate becomes payable for the firs t time from the calen­
dar mon th in which such enhancement takes place . 

The State Government, th rough an Ordinance issued on 
30th September 1974·, enhanced by 2!'i per cent the road tax on 
all moLOr veh icles from 1st October 1974. T his Ordinance 
'"as replaced in March 1975 by lhe Uttar Pradesh Taxation 
and Land R evenue Laws Act, 1975. According to section 
39(2) o[ this amending Act . the revised rate3 of road tax men· 
tioned in the Ordinance were made appli cable from 30th 
Sep tember 1974, i.e., the tax at the revised rate was to be 
ch arged at the rate of 1/ 12th of the annual tax from Septem· 
ber 1974. 

In the course of aud it of three R egional Transport Offices, 
Kanpu r. Aligarh and Jhansi, it was noticed (February 1976. 
June 1976 and December 1976) that the difference between 
the tax payable and the tax already pa id had been recovered 
from October 1974 i11stead of from September 1974. T his 
resul·led in short levy of road tax of R s.4:45,699. 

The matter wa · rc•por ted to Governmen t be'lween April 
1976 a nd J anuary 1977. GovernmenL stated (Sep tember 1977) 

• 
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that road tax•at the enha ncE'CI r ates was made applicable from 
J st Oct~ber J 974- on the basis o[ the Ordinance. .But as the 
enha11ced rates were g ive•n effect from 30th September 1974 
in the a mending Act, the prov1s1ons of the Ordinance b ad 
teased to be operative a nd th e revised rates were applicable 
from September 1974. 

6.8. Non-realisation of road tax for special class route 

µ ndcr rhe Uuar Pradesh Mowr Vehicles Taxation Act, 1935, 
the amount oI road tax pa)•able by a transport vehicle hired 
ror the con veyan ce o( passengers inter alia depends upon the 
class oI route on which the vehicle plies. All routes in Uttar 
Pradesh are divided imo fou r classes- ·special', 'A ', ".B' and 
"C'. Vehicles intended for use 011 'special ' class of routes 
a t tract the highest rate of road tax and the rates for 'A', 'B' 
and 'C" class routes are progressively lower. If a vehicle plies 
on more than one class of route. the road tax [or the h ighest 
class of rou te is to be charged. Where a fleet owner such as 
the U Llar Pradesh State R oad Transpon Corporation runs a 
regular service of stage carriages on all classes of routes, since 
these stage• carriages can be put on any route as and when re­
q ui1·ed, road tax for the highest class is chargeable on these 
vehicles. 

I n the course of audit o( the R egional Transp ort Offices, 
Gorakhpur and Varanasi, it was noticed <July 1975 and 
September 1975) that the Uuar Pradesh State Road Transport 
Corporation had 750 stage carriage~ out of which only 26 
carriages p aid road tax prescribed for 'special' class route. 
~incc any one of these ca n-iages could be put on ·special' class 
route, tax in respect of all these carriages should have been 
levied at the rate applica ble to the 'special' class route. How­
ever, tax in respect of a ll these 724 carriages was levied at the 
rate prescribed for ' A' class route. T hi s resulted in short levy 
of road tax of Rs.7,33,050 from the Uttar Pradesh State R oad 
Transport Corporation for 'special' class roule (Rs.3,54,375 in 
respect of 3:i 0 carri ages during the .period 1-10-1974 to 
'.l0-9-197.J in Varana i region and Rs. 3.78.675 in respect of 374 
carriages during the period l -1·1975 LO 31-12·1975 in Gorakh­
pur region) . 
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W hen the matter was pointed ou t 111 audit (, ovember 1975). 
the department stated (August 1977) that the demand of 
Rs.3.78,675 had been raisc-d (August I !177) in respect of Gorakk 
p ur region; report of action taken in respect of Varanasi 

... r egion is awaited (November 1977). Governmen t endorsed 
(November 1977) the reply of the depar tment. 

• 

6.9. Short levy of road tax on a route upgraded by Trans­
port Authority 

As al ready staled in paragraph 6.8 abO\·ei. 1 he rale of road 
tax is the h igh est in the case of '-pecial' class and progressive­
ly lower in respect o f 'f\', 'B' and 'C' classes. 

I n the course of audil of the R egional Tramporl Office. 
Faizabad, i t was noticed (Decem ber 1975) that lhe Bahraich­
Bhinga route origi nall y classified as 'C class rou te was extend · 
eel upto Sirs ia a nd the ent ire roule was cl assified as ' R' class l)\' 
the R egional Transport Authori ty in 1969 an d subsequently 
approved by the State Transport Authori ty in September 1970 . 
T h e department, however. con t in ued to real ise road tax at 
the rate appl icable to 'C' class route from 14 stage carriages 
plying from Bahraich to B hinga. Th is resul ted in sh or t collec­
tion of road tax amounting to Rs.57,939 for the period 
October 1970 to December 197:"). 

The matter was reported to Government 111 J anuary 1976; 
reply is awa ited (November 1977). 

6. IO. Short levy of road tax in resp ect of "Ambassador" taxis 

U nder t11e Ullar Pradesh Molor Veh icl es Taxation Act. 
193:1, road tax leviable on Yehicles plying for h ire for the con­
veyanw of passengers depends c:n th e seating capacity of sn ch 
vehicles. Owi ng to increase in L he cost of petrol. the Transport • 
Com missioner co1wey~d on 8th 1ovem ber 1973 Government's 
decision to a llow one more seat in the "Ambassador" taxis. 
"Ambassador" cars ply ing as taxis h ave eating capacity for 
five perso ·is excl usive of the d river and road tax on them is 
being levied accordingly. 

• 
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In the course of audit of the Regional Transpon Offices, 
Allahabad and Varanasi, it was. however, noticed (May 1975 
a nd September 1975) that road tax in respect 0£ "Ambassador" 
taxis was being levied on the basis of scaling capaci ty for four 
persons exclud ing the driver. Consequentlv. there was short 
levy of road tax amounting to Rs. l 7,2 13 in respect of 62 taxis 
in Lhesc two regions for the period Isl J an uary 1972 to 31st 
December 1975. 

The matter was reported to Government in Aug ust 1975 and 
November 1975; reply is awaited (November 1977) . 

6.11. Non-realisation of fee for trade certificate 

Vehicles in the possession of manufacturers or dealers are 
exempted from the payment o( registration (cc under the 
Uttar Pradesh Motor Vehicles Taxation Act, 1935 and lhe rules 
m ade thereunder, as long as these are uS<'Cl under the au thorisa· 
lion of a lrade certificate granted by the registering authority 
within wh ose area the manufacturer or dealer has his place of 
business. The trade cer tifi cate is, however, granted on payment 
l)f a prescribed fee annually in advance. 

In lhe course of audit of the Regional Transport Offices at 
Varanasi, Agra, Gora khpur an d Bare ill y (between J uly 1976 
and November 1976), it was noticed that the fee amou nting to 
R s.54,20!) for trade certificates was not deposited bv 63 manu · 
fa cturers/ dealers either for the en tire period of their business 
or for broken periods rano-ino· between Ja11 u<1rv 195 1 and " " . 
October 1976 for the motor vehicles kept and sold by them. 
The resultant loss of revenue was Rs.54,205. 

The matter was reported to Government (between Septem­
ber 1976 and J anuary 1977): fin al reply is awaited (November 

J977). • 

6.1 2. Non-realisation o{ transfer fee [rom veh icles 0£ R oad 
T ransport Corporation 

Where the ownership of any motor vehicle registered under 
the Motor Vehicles Act, 1939, is transferred, it is obligatory for 
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the transferee to forward the certificate of registration to the 
I egistering authori ty, within 30 days of tne transfer, together 
with the prescribed fee for gett ing the par~iculars of the trans­
fer of ownership entered in the certificate of registration. 
Consequent on the conversion of the U. P. Government Road· 
ways (a departmental undertaking·) into the Utt ar Pradesh Stale 
Road Transport C:orporation from 1st J une 1972, the owner­
ship of the vehicles was transferred to the Corporation from 
the same date. 

In the course of audit, it was noticed (August 1976 'lo March 
1977) that the transfer fee of R s.20 per vehicle was not realised 
in respect of 892 vehicles of 3 regions (Varanasi, Kanjn 1r and 
Kathgodam) on account of the transfer of ownership to the 
Corporation. The revenue forgone worked out to Rs.17,840. 

The matter was reported lo Government between September 
1976 and April 1977; reply is awaited (November 1977). 

6.13. Non-recovery of Government dues 

The Regional Transport Officer. Allahabad, issued (December 
1972) two recovery certificates to the Collector, Al lahabad, for 
recovery of the arrears of passenger lax. for the pe·riod Decem· 
ber 1968 to August 1972, amounting to Rs.0.11 lakh Erom a 
defaulter. The Tabsildar, Chail, who was to recover the dues. 
attached a passenger bus belongi ng to the defaulter and placed 
it in the custody of a "su/111rddar'' (custodian) in June 1973 in 
terms of paragraph 261 (B) o f the U. P. Zamindari Abolition 
and Land R eforms Rules, 1952. I t was noticed in audit 
(August 1977) that the name of the "rn/mradar" was suggested 
bv the defaulter himself. 

The auction of the bus. due to take place in June 1973. 
could not be held as the ".m /nir(M n r'' did not return the bu . 
Consequently, a report was lodged with the Police by the 
Tahsildar in March 1974 but the report was stated to have 
been lost and a fresh rt!port was lodged in Jnne 1975. 

Meanwhile, four more recovery certificates for R s. 0.1 2 lakh 
on account of anears of passenger and road taxes for the 
period September l 972 to December 1974 were also issued by 
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• 
the Regional Transport Officer lo the Coll ector, Allahabad. in 
November 1973, Decem ber 1973 and Decem ber 1974 aga inst the 
same defaul ter bring·ing the total amount out stand ing aga inst 
h im to R s.0.23 lakh . 

T he Tahsildar , Chail. stated (August 197:!) to th r Police that 
the bus was being- used by the "supurrTdar" without a utl10rity 
and the Police was requested to take necessary act ion . The 
bus was brought to the T ahsil by th e Pol ice in October 1975. 
T he Ta hsilda r repor ted to the Coll ector (December 197!1) that 
the eng·ine an d other parts of 1he h us were stolen and unless 
the vehicle was thoroughl y repa ired it would retch n o val ue in 
auction- H owever. in September 1976. the Tahsildar sough t 
a techn ical report on the valuation of the vehicle from the 
R egional T ransport Officer. T he report rrom the R egional 
Transport Offi cer is awaited hy the T ahsildar (Aucrm t 1977). 

The matter was reportc<l to Govern ment in Septe n1bcr 1977. 
Government stated ( Tovemher 1977\ th at R s. 0.02 lakh were 
deposited bv the defa ul ter and that the clelav in the realisat ion 
of 1h e remt1i n in ~ clues (R~. 0.2 1 lakh) wa s d ue 10 non-receipt of 
Yaluat ion report from the Dem.i t" T ransnort Commis~ioner 

n:echnical\ L uckn ow. Th" bus wonlcl he auctioned 0n receipt 
or val uat ion report which wa s he i n ~ called for. 

O T H ER T oPrr. OF TNTF.REST 

fi .14. Sh ortfall in passenger tax due to belated enha•nccmcn t 
of fares of contrnct carriages 

By a not ification dated 29th l'vfarch 1976. Govern ment en· 
han ced h v 40 per cen t the rates o r fares lo be charged by con· 
tract carr iag-c operators from their nassenger . .; with e ffect from 
the datP of the notificat ion . Since in terms of the U· P. Motor 
Gacli (Yatri-Ka r\ Adhinivam. 1962 . 0'1ssen1re-r tax is leviable '1t 
the rat e of l !J per cen t of thr f;i re~ paid bv th e pa<srngers . 
en han cemen t of fares ;rn tomaticalh · rn·•!ih i ncrca~ed lcvv nf 
n:issenger tax hv the same percentage hy which fares are 
in<Teased . 

Tn the course or audit oP 6 R eg·ional Transport Offices. it was 
noticed (December 1976 to M ay 1977) that the enhan cement of 
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fares by 40 per <.:ent in respect of contract carriai,l'ts was made 
on various d ates between 7th Aprjl 1976 and 9th September 
1976. During the aforesaid period , passenger tax amounting 
Lo Rs. 1.08,610 was levied in these regions on the.· basis of the 
old fares. If Lhe fares bad been enhanced by 40 per crnt 
with effect from 29th March J 976. as notified by the Stale 
Governmen t, the department woulcl ha ve 1.•;1rnecl ,m addil ional 
revenue of Rs. 43,441 by way ol: passenger tax during the period 
29th March 1976 to 8th September 1976. 

The matter was reponed to Govem 1rn.m between J anuary 
1977 and June 1977; reply is awaited (November 1977) . 

• 
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CHAPTER VII 

REVEl UE DEPARTME 1T 

LAND REVENUE 

7.1. Results of test audit in general 

Test a udi t of the offices of the Revenue Dcpartmclll du ring 
I 976-77 disclosed under·::issessment and short coll ection of land 
revenue amou nling to R s. 94:26 Jakhs. Ca tegory·w isc clclails 
arc given bdow: 

A.mount 

(fo lakhs of rupees) 

1. Non- levy and short levy of land revr nue and land deve- 29 .74 
lopmonttax 

2. Non-rooovery of land revenuo f1om unauthorised occu- 25 .64 
pants ofle.nds 

3. S:nrt t"Ocovary of execution expenses and oompe1U1aLion 
from unauthorised occupants of lands 

4 . S!'nrt reoovary o f o"lllec~ion charges 

5. Miscol len oous 

T o Lal 

23 .55 

9.60 

5 .73 

94.26 

Some in leresting cases ;ire mentioned in the follc" ·ing para­
graphs of this chapter. 

7.'!.. Non-assessment of land revenue on agricultural lands 

in urban areas 

By a notification issued in Jnne 1964 under the U. P. Urban 
Areas Zamindari Aboli tion and Land Reforms J\ c:t , 1956, the 
State Go,·ernmt:m abolished zami11rfari in respect of agTicul· 
Lural lands wi th in the urban areas of Kanpu r and Meerut 
di tricts with e·ffecl from 1st July 1964. All rights of all in ter· 

• mcdiaries in such areas, therefore, vested in • ·th e St::ite with 
effect from 1st July 1964 and the State Governmen t was to 
assess and real ise land revenue in respect of such agr icu l tural 
lands . 
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ln Lhe course of a udit of Lhe Land Records Offic~. Kanpur 

and MeeruL, iL was noLiced ( ovember J 976) Lh at Lil1 30Lh J une 
1976 (Lhe end o[ Lhe f asli year 1383). the intermediaries con1ti­
n ued to realise rent in respect of 1,052 acres of agricultural l and 
held by them prior lo J964. T hey collecL<:d rent at the rate 
of R s. 20,717 per annum and cl cpo~ited with the Govern men t 
an amount of Rs. 9,350 every year. There was, thus, annua l 
Joss of revenue of Rs. [ L.%7 Lo Go,·ernment between l ~t July 
I !)64 and 30th J une 1976- Besides, in 1 espect of l.942 acres 
of land, the intermediaries h ad not collected any ren t but 
these· areas were nlso liable to lan d revenue alter Lhe aboli tion 
of za111i11dari- The annual land revenue as e·sable on these 
I 942 acres of land worked out w Rs. l'},035 on the basis of the 
average rate of land reven ue prerniling in the concerned areas. 
Thus, owing to non·fixation of land ren :nue on 1,912 acres of 
Janel and non-re<l lisaLion of land reven ue from the tenants jnl 
respect of 1,052 acres of land, Government had forg0ne revenue 
to the extent of Rs. 2. 16i lakhs from 1st July 1964 to 30th June 
1976 (excluding lhc period Isl June 1971 to 30th June 1974 
during which individu al holdings up to 6.2:) acres were exempt 
from payment o[ land revenue). 

The matter was reported to Governmen t 111 Februar 1977; 
reply is awaited ( lovember 1977). 

7.3. N'on-1·ealisation of rent ancl other clues 0111 Government 
b~ I 

After the abol it ion of zaniindnri in Pithoragarh district with 

effect from 1st July 1966, the unauthorised occupation in res­
pecL of cul tivable lands was Lo be regularised by granting Gov­
ernment leases in favour of the Lrespassers. For having their 
cases regularised , Lh e tre~passcrs were requ ired to p<1y annu al 
ren t, cess and 111nlilw11a {owner~hip charges) al three and a 
h alf t imes of the land revenue payable bv Klrnilwrs~ on such 
lands since Ist J~l y 1961 (begi nning o f the first agricultural • 
year after the compleLio n of the last seLtlcment). 

*Khaikar is a permanent tenant with a heritable but non-transferable 
r ight in h is holding and paying a 1·e111 fixed at a settlement which can-
not be altered d uring the currency of the settlement. K /1aikars existed • 
prior co abolition of zamindari in Kumaon and Uttarakhand Divisions of 
U. P. 
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• In the • coursc or audit or t he C ha111pa wa 1 Tnl1.1if Office 

• 

• 

( Pitho ragarh distri cL), i L was n o: iced ( e p tember 1976) th al 

I 02 07 7 unlis or culti vable land werC' under una u th ori sed posses· 

s io 11 in Lh is trif1,il sin ce the l ast seti kment o p eration in th e ana 

in 1%0. Lcaseswercgra11tcd in l!'l7 1 in rcspcrto[ 08.8q!'i1io/is 

of lan d a 11 d G o , ernmen t clt1c~ for the pe r icd Isl Jul y 196 1 to 

30th Jun e 197 1 were dul y r eal i ·eel rrom th e tresp asse rs. 
Thereafter . nei ther aiu d1a l 1cn- no r o t her Govern111cnt dt1CS 

such as cess an d 111aliluma were (Ollectcd from the l essee~. The 

average r ate o f land re,·::n11c payable bv /\hai/.-or.1 in the ta/1.1i l 
wa s Re . 0-fi:i per 20 nnlis. Th11 ~. rc·1·c 11uc of R s. 56-24!'1 inclt1d­

ing ces5 an d mali!w11n charge~ for the per iod 1s t Jul y 1971 LO 

!!0th Jun e 1976 for these lca~e~ h ad ; ot bec11 rea li ed from the 

lessees since 1971. 

The matter was re po n ed Lo Govern111e1ll in Ol tober 197G; 

t epl y is awai ted (• ove111bPr l ~l77 \ . 

'/.4. Non-assessment of land revenue on grove l ands brough t 
under cultivation 

Unde r th e Uuar Pr::idc~h Za minclari ;\ ho li t io n and L a nd 

R e for m s Act 1950 a nd :he rules framed th ere11nclcr. gTove 

lands are e\:empt fron' paym e n t o f lan d revenue so l o ng a~ th ere 

a re enoug h trees on <,uch lands to pred 11d c them rrom being 

cu l t iva ted. H a n y g rove land is hroug h t und e r cul ti \ at ion or 

heccm cs cul t ivable. tho ug·h n ot ac lt1 a ll y cu l •:iya ·ecl i1 is a~sess:ib l.e 

to Janel 1·eve nue. T o ascerta in the cases in \,·Jii ch l ;in cl rc\'cnue 

sho11ld b e imposed . the ol'li< ers or the R C\ C ll ttC De p art1 11e n t :ire 

re q ui red to ach ise the Collector abou t th e con tinued ex isten ce 

and th e conditio n of grov...: land s thro ug h a11n 11 a l re ports ha~ed 

o n a <un e~ or s uch la nds. 

ln 1 h e c·o urse o f aud i t of 4 lnf11il o ffi ces in the cli st r icLs o f 

Ra(' Ba1·cl i. Pilihh it. PratapQarh a nd l\. a n pu • . it wa~ noticed 

( lx: t Ncen .-\pr il 1976 .111d : oven1 ber 197(j , that a~ pe 1 1ecords of 

t h e L ekh /)(/ ls gro\'e lan ds in man \· \'i ll agcs (hnd rn c·as111·ing 111 

acres in tnhsil Salon o f cfotrict Rae 'Barel i. 502 acres in inhsil 
B.is;dpu r or di strict l' il ibltit, 1 , 01 ~ a - re . ., in tohsil P ra •a pgar h 

Sadar and ranging from 246 acres to 2, 112 acres in di fferen t 

years in lahsil Ka npur Sad ar) were brought under cul tivatio n 

• 
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b ill no land revenue was asses~cd and realised thereon for vary· 
• i ng periods between 1370 f asli and 1'383 f asli (1st July 1962 Lo 

30th Ju ne 1976). The land revenu e assessable in these cases 
worked o u t to Rs. 52.000 (a pproximately) al the prevailing 
circle r ates.• Besides, land development tax ll"h ich became Jevi ­
ahle with effect from rabi season of 1379 fasli under the U . P. 
Land Developmc-m Tax Act. 1972, was alsc not le ived in these 
cases. 

On this being· poin ted out in audit between Mar I V76 and 
December 1976, Government sta ted (Aug ust 1·:177i th at the 
demand in respect of a ll the four tahsils had since been 1aised . 

7 .5. Non-assessment o{ land revenue on Rhoodan land 

In Ull tar Pradesh land donated throug h Bhoodtlt! Yagna 
vests in a corporate body called the Bhooda11 Yngna amili 
formed under the U Ltar Pradesh Bhoodau Yagn a Act, 1952, for 
the p urpose of adminiMering and distributing all lands "ested 
in it. 

In the co u.rse of audit of o ne Lnhsil oflice ( adar, Kanpur), it 
• "·as noticed (Octobe r-1 ovem be.•r 1976) 1hat 1,482.35 bighas of 

land in a village o( the tahsil which vested in the Bhoodan 
Yagna Samiti were alloued by i t to l 13 culli vators and proper 
mutations m ade in their names during the year t 36?. f asli (July 
I 9:i 5 to June l 9:i6)· Land revenue am oullling to R s. 2,223.56 
was fixed by the departm ent on the land so allotted but 
de mand for the year 1384 fasli Quly 1976 to Junr 1977) only 
was raised in the de111ancl register instead of for the entire 
per!od from 1363 fasli to JB84 fnsli (July 1955 to June 1977). 

On th is being pointed o uL in audit (December 1976), the 
department stated Quly 19'77) that demand of R s. 46,7 17 for 
the fasli years 1363 to 1383 (Jul r 1935 to June 1976) had since 
been ra ised . This was exd usive of the land dcveloplllCnt tax 
lcviablc fo r the per iod 1379 fasli to 1383 fasli (July 1971 to 
June 1976) for whic.h action was being taken by the department 
(November 1977). 
----·---- ------- --------
•Circle rate means the hereditary rate fixed in respect of a particular 

circle of a lahsil at Lhe t ime ·of seu lemem of land revenue. 

• 
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The reply of the deparLment was endorsed by Governmen t 
in Sep tem ber 1977. 

7.6. U nder-assessment of land development tax on lancl hold­
ings exceeding 12.5 acres 

Under the U. P. L and Development Tax Act, 1972, l and 
de,·elopment tax \,·as levied from the agricul tural year commene­
ing on 1st July J97J. Jn respccL of the agriculLural year 1379 
f asli (] uly 197 1 to J une 197'2), however, onl y hal( of the annu al 
Lax was to be levied . The rate of tax leviable on bhumidhars 
an d sirdars who held land in Ut ta r Podcsh in excess of l 2.5 
acres was 150 per cent of Lhc land revenue up to 30th June 
1974. 

In the comse of audit of five tahsil offices in 3 d isLricts 
(Barei lly, Azamgarh and De01 ia), iL was noticed (November 
197:) to J anuary 1976) thar the dema nd of land developm<::nt 
tax raised by the depat tment on culti vators whose land hold­
ings exceeded 12.5 ao·es fell short of 150 !Jer cent of the demand 
oE land revenue ra ised on such cultivaLOrs i11 respcu uf 1379 
fasli (rnbi) and 1380 fasli (1st J anuary 1972 to 30Lh Jun e 1973). 

On Lhis being reported to Government (December 1975 to 
February 1976), Governmen t slated (Novem ber 1977) that 
add itional demand of R ,. 2,7:1,502 had been raised, out of which 
Rs. 1 ,62,00:') had been recovered. Report r<'gard ing reeovery 
of the balance amou nt is awaited (Decem ber 1977). 

7.7. Non-levy of land development tax on inte1·mediaries 

U nder the ULtar Pradesh L and Dcvelopmenl Tax Art, Hl72, 
land development tax is inter alia Jeviable on lands held by 
in term ediaries in their personal cul tivation. 

ln 1he course of aud it o[ 3 tahsil offices in Lhe districts of 
R ampur, Kanpur and Agra , it was, however, noticed (August 

• 1976 to December 1976) that the l and developmen t tax levi­
able on in termediaries in respect o( lands hefd in their persona) 
cu lt ivation was not levied for the years B79 fas li to 1383 fasli 
(July 197 1 to June 1976). T he amoun t o( tax invol ved is 
estimated at R s. 41,000 (on the b:-isis of the average Lircle ra te) . 

I 
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• On this being pointed out in audit (October 1976 to J anu· 
ary I !J77), the department stated (January 1977 and August 1977) 
that dem and of Rs. 27,643 had since been ra ised in respect of. 
two /nhsils. 

The matter was reported to Governmem in October 1976 
to J an uary 1977. Covernmem enqorsed (April 1977 and Sep­
tember 1977) the reply of the department in respect of the two 
tnhsils. Reply in respect or Agra Sadar tahsil is awaited 
(• ovember 1977). 

7.8. Non-recovery of revenue from u nauthorised occupants o[ 
Government lands 

ln the course or audit o[ H aldwani Tan ii Office ( ainital 
district), it was noticed (June 1976) that an area o[ J,28,647 
square yards o f land situated in Lalk.u:i was dcfo1csted and 
tran sfened by the Forest Depar tment to the Revenue Depart· 
ment in 1927. T his land suitable [or residential and com mer. 
ciaJ purpos.es was to be leased out to private individuals. Part 
of the area measuring •17,857 square yards was also allotted 
to 46 persons during the years 1927 to 1968. The remaining 
a1·ea of 80,790 square yards was stated Lo be under unauthorised 
occu pation (14,844 square yards occupied prior LO the year J947, 
19,252 square yards between 1947 and 1967 :rnd 16,694 square 
yards thereafter). 

R egularisation of the cases of unauthori sed occupation of the 
aforementioned area by granting leases Lo the occupants \\Ould 
fetch Government premium of at least R s.8,07,900 calculated at 
the rate of Rs. l 0 per square yard, the rate at which leases 
were gran ted in 1968. The premium would be higher if the 
propos1al of the department to levy premi um at the rate of 
Rs. JO per square yard for land situated beyond JOO metres 
of the road and Rs. 22.50 per square yard for landE situated 
within 100 metres of the 1oad is accepted by Government. Jn 
add ii ion to this, ground rent at the rate of R e. 0.25 per square 
yard per annum would work. out to R s. '20,197 per ann um for 
the emire period of unauthorised occupation. In spite of 
repeated instructions issued by Government/ Board of Revenue 

• 
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from time to time and memorand um submitted by the un-
authorised occupan ts to the Slate Government in December 
1974 for earl y settlement of the matter, these ca es had not 
been finalised (November 1977). 

On this being pointed out in audi t (July 1976), Governmen t 
stated (Apri l 1977) that on regular isation th e prescribed pre­
mium and ground ren t from the date of unauthorised occu­
pa tion would be realised. 

7.9. Non-levy of land revenue due to no°"regularisation of 
cases of unauthorised occupation 

In the course of audit of the Didi hat Tah sil Office (Pithora· 
garb district), it was noticed (May 1976) that an area of 86,353 
nalis was under unaulh ori Cd occupation ~ ince 1370 fasli . Jn 
terms or a Govern men t order of 20th Sep tember 1965, such 
cases of un authorised occupation were to be reg·ularised by ad­
mitting the persons to tenancy by granting them leases with 
e ffect from the date of unauthorised occupation. o action to 

regularise these cases and to assess land revenue on the afore­
mentioned lands was taken till the date of audi t. 

On Lhis being pointed out in audit (Jun e 1976), th e depart. 
ment slated ·(September 1976) that land revenue on the afore· 
mentioned lands for Lhe period 1370 fosli to I 377 fasli (July 
1962 to June 1970) had since been assessed at R s. 62.550, out 
of which Rs. 46,912 bad been realised and ~ha t land revenue 
for the period 1378 fa sli to 1383 fas li (July 1970 Lo June 1976), 
which worked out LO Rs.5 1, 134, wou ld also be levied . 

T he matler was repo1 ted to Govcrnn:ent in June !976. 
Governme nt, while acc..epting tlw objeuion. endorsed (No vem· 
ber 1976) the reply of the dcpanrnenl. 

7.10. Non-recovery of execution expenses from unauthorised 
occupants 

Under the U ttar Pradesh Zamindari Abolition and Land 
Reform s Act, 1950 and the• rules framed the,.eunder, the ex­
penses incurred by Governmen t in executing the orders of 
ejectmen t of unauthorised occupants of lands vested in Gaon 
Sabhas ar e to be recovereJ h orn such unau thorised occupants 

• 
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for credi t to Government acco unt. T hese orders • are usually 
executed by an A min whose minimum fee for execut1on is 
prescribed as Rs. 3 per case in the R evenue Court Manual. 

In the course of audit of three tahsils, Dataganj (d istrict 
Budaun), Nanpara (district Bahra ich ~ and Farrukhabad (Sadar), 
it was noticed (May J 976 to November 1976) that cjectment 
orders were issued in 13.009 cases during the period 1969-70 to 

1975-76 but the execu1tion expenses amounting to Rs. 39,027 
were not recovered from the unauthorised occupants. 

T he matter was rePorted to Governmem be tween June 1976 
and Janu ary 1977. Government stated (Scplcmber 1977) that 
R s. 18,972 h ad since been recovered and the balanc~ was await­
ing recovery . 

• 
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CHAPTER VI II 

OTHER TAX RECEIPTS 

SECTION - A 

POWER OEPARTMEWI 

ELECTRI CITY D UTY 

8. 1. Results of test audit in general 

During the period 1976-77, test audi t of the documents of 
the departmental officers and electricity supply licensees re'Veal· 
ed short levy of electricity dnty and inspection fees amounting 
10 Rs.23·47 lakhs in 92 cases. 

The cases are broadly categorised as under: 

Nature of irregularity Number Amount 
of (In lakha 

items of mpee1) 

1. Non-levy/short levy of interest 20 7 .99 

2. Noa-payiment of oleotrioity duty by persons 4 G .14 
oonsuming eno1gy from their own sources 
of generation 

3. Non-realisation/short rea lisntion of inspection 27 5.08 
and testing foes of eleotrioal installations 

4 . Non-payment of eleotrioity duty on supp ly 14 2 .64 
of e!eotrioal energy 

5. Short levy of electricity duty duo to applioa- 10 0.57 
t ion of inoorreot rates 

6. Miscellaneous 17 1.05 

----
Total 92 23 .47 

• 

A few important cases are men tioned in the following para· 
graphs of this chapter. • 
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8.2. Short levy of interest • 
The U. P. Electricity (Duty) Act. 1% 2 and the rules made 

thc1cunde1 w<.•re a111cnded with effccL lrolll h L Sep :e111ber 1970. 
Prior LO the amt ndmcnt, electricity du ty was payable by the 
licensee or Lhc U . P. tate ElectriciLy Board to the S1ate Gov­
ernmen t within 30 da) S of the ex piry of the month in which 
duty b ad been reali eel by the lice11see o r the Board. After 
1st Sep tember 1970, elcctr icit)' dut~ becau1c paya ble to the 
Sl ate• G ove rnment wi thin two ca le11dar month ~ follo wing the 
close of Lhe month in whi ch meter read ings were recorded. 
However, in respect o f the duty levied o n o r before 3 lst Aug ust 
I ~!70, it h as been pro vided that o n na I isat io n from the con­
s11 mers, such dut y is pa yable in G o, ernme11t treasury by the 
licensee or the U. P. Late l ~ lec tri city Board within 30 days o( 
1hc expiry o( th e month in wh ich it is realised. Failure to 
de posit the amo11i1t of du y withi n the speci fied period entai ls 
p.i~ ll\Clll Of intere~t Oil 1he amount Of duty remaining unpaid 
at the ra te of 18 per (en t per annum. 

In the cour-,c : f audi t (Ju ne l~l7(i "i o( the accounts of clectr i-
• ci ty duty in the office of the Chic( Electrical Inspector to Gov­

ernmen t, U. P., Lu cknow, it was not icl d that in respect o f the 
Lucknow Electric Supply Undertaking-a unic o ( the U. P. 
State ElectriciL) Board-i nterest amo un '.ing to Rs.J5.31.7G9 was 

leviable al Lhe rate of 18 per cent per ann um from October 
1970 to February J976 Cor belated paymen t o( electr ici t) duty 
o f Rs.15,71.045 wh ich was lev ied by the undertaking prior to 

Isl September 1970 and \\"(IS reco,·ered thereafter and not 
deposited till Fe bruary 1976. T he department, however, levi­
ed and collected Rs. l 0.30.998 only by way of interest. T his 
resu l ted in short levy of interes t of R s.5.00.771. 

The matter was reported to Go, ·c inmen t in July 1976; fin al 
re ply is awaited (November 1917). 

8.3. Non-p ayment o( t!lectrici ty duty on energy consumed by 
a person from his own source of generation 

Under the U. P. E lectrici1 y (D11ty) ,\ ct, 1952, electricity duty 
is leviable on energy consumed by a person from h is own source 
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of generation ac the rate of one paisa per unit with effect from 
Isl September 1970. 

ln the course of audit of the oflice of the Assistant Electrical 
Inspector, Roorkee, i t was noticed (August 1976) that electri­
city duty amounting LO R s.84,786 for the period February 1975 
lo May I 976 was not paid by a sugar mill consuming energy 
from its own source of generation. The mill is also liab le to 
pay interest at the rate of 18 per cent per ann um (or tne 
period of non-payment of electricity duty. 

On this being pointed out in aud it (September 1976), Gov­
ernmen t stated (October 1977) that electricity dU'ly actually 
fou nd recoverable was Rs.97,924 wh ich had been recovered 
from the sugar mill in J anuary 1977 and the recover)' of inter­
P.st of R s. 17,506 was being ar ranged. 

8.4. Omission to levy electricity duty 

Under the U. P. Electricity (Duty) Act, 1952. electricity duty • 
was Jeviable at 2 paise per uni t if the energy charges ranged 
between 38 paise and 48 paise per un i'l. Duty was, however, 
not leviable if the unic charge of energy (inclusive of duty) 
exceeded 50 paise per unit. Wi th effect from 12th October 
1974, the aforesa id limit of 50 paise was removed and duty 
was prescribed at 2 pa ise per unit on energy supplied at rates 
of 38 paise or more per unit. 

It was noticed in audit U ul y 1976) that a supplier of energy 
sold 24, 75,550 units of electrical energy ar the ra te of 55 pa ise 
per unit but did not levy and pay electricity duty amounting 
t<? Rs.49,51 l during the period J anuary 1975 to July 1975. 
On th is being pointed out in audit (July 1976), Government 
stated (October 1977) that the supplier's undertaking had been 
caken over by the U. P. State Electricity Board in August 1975 
and that the electricity duty of R s.49,:) 11 would be ad justed 
from the amount of compensation payable to the licensee . 
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8.5. Non-levy of electricity duty 

• 

Under the U. P. Electricity CDuty) Act, 1952. the rate of 
electricit y duty chargeable from the consumers for consumption 
of energy for purposes other than industrial was 25 per cent 
of the energy charges subject to a maximum of 6 paise per 
unit. This duty was, however. not leviable if the unit charge 
of energy (inclusive of duty) exceeded 50 paise per unit. With 
effect from 12th October 1974, the aforesaid li mH of 50 paise 
was removed and du ty was prescribed at a Aat rate of Z paise 
per unit where the energy charge was 38 paise or more per 
unit. 

I t was noticed in au dit (October 1976) that a licensee sold 
electrical energy for light a nd fan purposes at 50 paise per 
unit up to March 1975 and 55 paise per uni t thereafter and at 
50 paise per unit (for domesric power\ with effect from April 
1975. According to the revised rates of electricity duty effec­
tive from 12th October 1974, electricity duty at 2 paise per 
unit was leviable on the afore aid suppl y of electricity. The 
licensee. however, did not levy a nd pay electricity duty amount· 
ing to Rs.3 1,650 on sale of 1!>, 12,063 units of electrical energy 
for light and fan purposes and 70.463 units of energy for 
domes·tic power during the period 12th October 1974 to 31st 
December 1975 and l st Apri l 1975 to 31st December 1975, res­
pectively. 

For non-payment of electricitv duty within 
period, the licensee was also liable to in te rest 
18 per cent per annum ti ll the date of payment. 

the prescribed 
at the rate of 

The matter was reported to Government in November 1976. 
Government stated ( ovember 1977) that the amo unt of duty 
of R s.3 1.650 and interest oE R s. l ,339 was being recovered from 
the licensee out of th<! amount payable to it on account of the 
licensee's undertaking having been taken over by tbc U . P. 
State Electricity Board from 1st January 1976. 

• 
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8.G. Non-levy of duty on energy consumed for slreet lighting 

• 
Under lhe Uttar Pradesh Electrici ty (Duty) Act, 1952 and 

the rules made thereunder, elcctrici ty d ll l y is leviable on energy 
consumed by a l icensee in or upon any premises except in the 
construction . maime11ance or operation of ils works (con11ected 
with the generalion of eleclricit)') . 

fn the course of aud it, il was noliced (i\Carch 1974 to OcLOber 
1976) lhal electricity duty amounting to R s.ll ,773 was not 
levied and paid to GoYernmcnt by a licensee on 2, 18,465 uni ts 
of electrical energy consumed in slrcct lighting du ring the 
period Ap1il 1972 LO December 1975. 

On Lh is being pointed out in audit ( pril 1974 to Novem­
ber 1976), Government staled (NMcmber 1977) that the licen­
see's undertaking had been taken over bv the U. P. State Elec­
tricity Board in J anltary l97G a nd that the amoum of electri­
city duly (amount found recoverable Rs. 13,636} together with 
interest o l Rs.5.016 was being adjusted from the amoun t of 
comp ensat ion payable to i t. 

8.7. Non-levy of duty on industrial consumption of energy 

Un der section 3 of the U. P. Elect1 icily <Duty) Act, 1952, 
dccu·icity du l~· i:. le' iablc at th e rate or one paisa per uni t on 
consumption of energy for industrial or motive power pur­
poses at medium, high or extra high voltage wi th effect from 
ht Sep te rn ber 1970. 

In the course of aud it, it was noticed (J\farch Hl7 6) that elec­
tricity duty amounting to R s. 10,917 w as not levied ' and paid 
by a licensee on 10,91.76'.? units of dcc:trical en ergy supplied 
for consumption in waler works during Lhe period J une 1975 
to December 1975. 

On this being· pointed out in audit (April 1976), the depart­
ment stated (Au~ust 1977) that Lhc· aldksaid duty would be 
adj usted from the compensation payable to the licensee's 
undcrlaking which had been taken over br the Uttar Pradesh 

talc Elcclrici ty Board on 1st J a11ua1·y 1976 . 

• 
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The matter was reported to Govern men t in April 1976; reply 
is awaited (November 1977). 

8.8. Inspection/ testing (ees not realised 

Under the Indian Electrici ty Rules, 1956. the · Electr-iE:~l Ins­
pector to Government is req uired to inspeCL the electric supply 
lin es or apparatus belonging to the supp liers before commen ce­
ment of supply of energ~· at h igh or e xlra high voltage to any 
per:son. T h P.se rules further require the Electrical Inspecto_r 
to inspect and test r eriodically the consumers' eleclrical instal: 
lat ions connected to the sup pl y system of lhe suppliers (other 
than those in mines, oil fields and rail ways). Such inspections 
are Lo be carried out on paymen t, in advan~e, of fees by the 
suppliers/ consume rs of energy at such rates as may be pre.s­
cribed by the State Governmen t [ro rn time to t ime. 

Tt was noticed in a udi t <July I97G to J anuary 1977) tha t in 
[our zones (Varan asi, Rae Bareli, J hansi and Shahjahanpur) 
inspection and testing fees amounting to R s.2·20 lakhs were 

• not paid by th e suppl iers/ consu mers o [ energy. Consequently, 
inspection / tes ting o[ their insta llations due· for the years 1974 
to 1976 could not be carried out. 

The matter was reported to Governmen t between April 1976 
and F<bruary 1977; reply is awa ited (November 1Y77). 

• 
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• SECTION-B 

REVENUE DEPARTMENT 

VR'IHAT JOT KAR 

\ 

8.9. R esults of test audit in general 

In the course of test audit of the records of vrihat jot kar 
during the year 1976-77. under·assessmen1 of Lax of Rs. 2·73 
lakhs was noticed. The under-assessmenl may be broadly cate­
gorised under the following heads: 

1. LosB of r evenue due to time barring of oases 

2. Under-assossment. due t.o other reasons 

Amount 

(fo lakhlf of ru.poaa ) 

l.89 

0.84 

2.73 

Some cases of in terest are mentioned in the following para­
graph . 

8.10. Loss of vrihat jot kar 

Under the Uttar Pradesh Vrihat Jot Kar Adhiniyam, 1963. 
vrihat jot kar is levied for each agricultural year on the annual 
value of an ind ividual 's landholdings, if hi holdings exceed 
30 acres, at the rates specified in the Schedule to the Adhini­
yam. For the purpose of levy of this cax, revenue authorities 
of the various tahsils / districts are required to send a report of 
landholdings, if any, held by any non-resident landholder in 
that tahsil / district to the revenue authority of the tahsil where 
the landholder ordinarily ·resides. The latter is then required 
to prepare a consolidated statemen t of landholdings of each 
assessec and send it to the concerned assessing officer for assess­
ment of vrihat jot kar. 

All assessments pertaining to a particular agricultural year 
become time barred after the expiry of. 3 years thereafter un­
less a notiee £or' the purpose of assessment has been issued to 
the concerned assessee within the said period of 3 years . 
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(i) In the course of audit (April 1976, September 1976 and • 

January 1977) of lh e offices of the Vrihar Jot Kar Adhikaris ol 
three districts (Dehradun, Rampur and Etawah) , it was notic-
ed that Lhe consolidaLe'() statements o( all holdings wiLh valua-
tion thereof were not received from other tahsils in time. 
Consequently, notices under the Act could be served upon the 
assessees for the preceding three years only. Owin~ to belated 
receipt of the statements, the assessments for Lhe years 1370 
fasli to 1378 fasli (1st Jul y 1962 to 30th June 1971) in 8 cases 
and for the years 1370 fas li to 1379 fns/i (July 1962 to June 
l 972) in 5 cases could not be made by the assessin g officers on 
account of the cases having become time barred. This involv-
ed loss of revenue of R s.99,335. 

The matter was reported to Government between M"ay 1976 
and February 1977; final reply is awa ited (November 1977). 

(ii) Jn the course of audit of Lhe offices of the Vrihat Jot Kar 
Adhikaris of four districts (Gonda, Shah jahanpur, Balli a and 
Banda). it was noticed (between January 1976 and December 
1976) that 57 cases for different agricultural years between 1371 
fasli and 1 ~80 fasli (July 1963 to Jun e )973) were not assessed 
and notices under section 7(2) of the Adhiniyam were not also 
served in ti me. Ow!ng Lo the expiry of the limitation period 
of three years under section 15 of th e Adhiniyam. no remedial 
action was possible and the escaped assessments had resul ted 
in loss of revenue of Rs.73,372. 

The matter was reported to Government between February 
1976 and January 1977. Government. while accepting the 
loss of R s.1 5,95!1 perta ining to Gonda and Shahjahanpur dis­
tricts, stated (October 1977) that in respect of Ballia and Banda 
districts the matter was under investigat ion . 

• 
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SECTION-C 

FINANCE DEPARTMENT 

ENTERTAINMENT TAX 

8. 11. Loss of revenue due to belated publicaction o( notifica­
tion in the G azette 

By a notification issued in J t•ly 1971. Governmen t enhanced 
rhc rates of licence foe pavable bv the lirem ees for the grant/ 
renewal of pennanent and temporary l icences under the U. P. 
Cinernatograph Rules. 195 l, h orn th(' date of publication of 
the notification in the official Gazelle. T he notificati on was. 
hoi.vever, published in th e Gazell e on 81h :'\oyember 1975. i.e., 
after the expiry of more than 3 mon ths from its issue. 

Belated publ ication of the notificalion in the Gazette result­
ed in loss of licence fee of Rs.10,912 in respect of licences 
granted / rcn :!wed betwee n the date of issue of the notification 
and its publication in the Gazelle b} 17 Entertain111en t ;md 
Betti11g- T ax Offices. the records of which were tc-st checked in 

audit. 

On this being pointed ou t in audit (be tween J an uary 1976 
and September 1976)'. Go,·ernmcnt sta ted (September 1976) 
that departmental action was be i n~ taken against the officers 
responsible for the delay in publicat ion of the aforementioned 
notification . 

• 
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CHAPTER IX • 

R E\'ENUE AN D I Nous·1 R1r.s DFPARnTENTS 

MINES A ND M 1NERAl.S 

9.1. In troductory-The extraction of mi ner;ils in the country 
is governed by the Mines and 1V1inerals (R egul aLion and Deve­
lopment) Act, 1957 and the rules framed thereunder. 

Minerals ;ire o ( two types- major minc~·;ils and min or m ine­
rals. The term 'minor minernh' me;ins building stone. gravel. 
ordinary clay. brick earth, ordinary s;ind other than sand used 
for prescribed purposes and ;inv other min era l which th e 
Central Governmen t may, by noti fic;it ion in the official Gazette, 
declare to be a minor mineral. The rest of the minerals are 
major mi nerals. 

The Mineral Concession Rules. 1 %0. framed by the Central 
Government, govern the prospect i n ~. mining. winning. etc., of 
major minerals whereas mining of minor minerals is regulated 
under the Uttar Pradesh Minor Mi neral (Con cession) Rules . 
1963, framed bv the State Govern ment. R ovaltv an d fees 
realised for both the m ajor and minor min erals are collected 
and appropriatecl by th e State Government. 

Mining operat ions for major min erals arc undertaken 
through a mining lease gran ted by the State Government (ex­
cepting minerals specified in the First Schedul e to the Act. in 
respect of " ·hich prior approval of the Central Government is 
necessary). The period for such min ing leases should not ex­
ceed twen ty years (thirty years in th e c1sc of coal. iron ore or 
bauXite). A person who is gnintcd a min ing lea~c is required 
to pay ei ther the royal ty at the prescribed rate or the dead 
rent which ever is greater. 

Mining operatiQns for minor minerals arc undertaken 
through a min ing lease. an auction lease or a mining permit. 
Leases for minor minerals are granted by the State Govern­
n1cnt on the recom mendations o( the Colkctors of the dist ricts 
for periods not exceeding 15 years. Auction leases and mining 
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~ermit.s ar~ granted by the Collectors for periods not exceed-
mg 3 years and 6 mon ths, respectively. Royally at prescribed 
rates in Lhe case of the mining lease f pcrmi t and auction money 
in the case of auction is payable by the Jessee / permi t holder. 

Under r ule 64-A (introduced with effect from 71h August 
1976) of the Mineral Concession Rules, 1960, si mple interest 
at the rale of I 0 per cen t is chargeable on an y rent, royalty or 
fee or other sum due to Government under the 1957 Act or 
the Min eral Concession Rules, 1960. from the sixtieLh day of 
the expiry of the date fixed for payment thereof. No such 
provision . however, exis1s in the U. P. Mineral (Concession) 
Rules, 1963. 

The records relating; to the mining 1auc• ion leases and per­
mits are maintained in the Collectorates. The following points 
were noticed in the course of audit of the Directora le of Geo­
logy and Mining and the mines sections of Mirzapur. Allah ­
aba d. Agra. Banda. Dehradun, Lucknow. Jhansi and Lalitpur 
Collectorates (April 10 August 1977) and the T ahsil Office, 
Naj ibabad (district Bijnor} (May 1976). 

M AJOR M INERALS 

9.2.l. Non-payment of roynlt·y l i11/eresl- The Uttar Pradesh 
Cement Corporal ion is extracting limesLone. a major mineral, 
with e ffect from April 1972 from an area of l 2·fi6 square kilo­
metres in Mirzapur district. The royaltv on major minerals 
is payable b y 15th Ju lv. 15th October. 15th J anu ary and 31st 
March in respect of the quarters ending on 30th June. 30th 
September, 31st December and 31 t March . respecLively. 

In the course of audit of the office of Lhe Collector. Mirza­
pur, it was noticed (May 1977) that the Corporation had not 
paid Lhe royal ty in respect of limestone extracted hv it during 
any of the qu ar ters of 1976-77 till May 1977. T he Collcctorate 
was not also aware ei ther about the q11an t iLv of l imestone ex­
tracted b y the Corporation d uril'lg these ci11 a.-Lers or the royalty 

payable lw the Corporation on it. 

(ii) The Corporation deposited the rovaltv of R s. 11 -20 lakbs 
payable for limestone extracted by it durin g the year 1975-76 on 

• 
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10th December 1976. For belaLed payment o( , ·oyalty, interest 
a[ the rate of 10 per cen t was leviable from 7th August 1976. 
The quantum of inLerest lcviable in this case worked om to 
Rs.0·38 lakh. .Bu t no action wal> Laken by the depanmelll Lo 
recover the amount. 

Government staled (1 ovember 1977) 1 hat action for recovery 
o( interest was in progress and thaL [or recovery of royalty 
would be taken on receipt of informat ion from the Corpora­
tion about the quanLity o( limestone cxLracted by iL during 
1976-77 which was being called for. 

9.2.2. Short levy of royally / dead rent on dolomite-For the 
extraction o( dolomite, an area of l.656-32 acres in Mirzapur 
district was leased ou t to Lhe U. P. Slate Mineral Development 
Corporation on I 8th May 1967. 

ln the course of audi t of the Mirzapu1 Collectorate, it 
was noticed (May 1977) that the lessee paid royally of R s.0·28 
lakh for extraction ·Of 15·781 tonnes of dolomite for the period 
April 1973 to March 1975. The dead rent (or this period, 
however, worked out to R s.0-34 lakh which should have been 
collected, being higher. There was, 1 h us, short collection o( 
revenue o( R s.0·06 Jakh. 

The lessee had neither £u1 nished an y return nor paid royal­
ty for the quantity of dolomite removed, if any, during the 
period Jul y 1975 to December 1975. 11 no quantity of dolo­
mite h ad been removed during this period, th e lessee was 
liable to pay dead rent of Rs.0-17 lakh for the year against 
which only R s.0-1 1 lakh were paid by iL Consequently, the 
minimum short colleCLion of revenue d uring· the year was 

Rs.0-06 lakh. 
For the year 1976-77, the lessee paid royalty on the extractio n 

of 11,455 tonnes of dolomite against 19,685 tonnes actually ex­
tracted by il. There was, th us, short collection of royal ty of 
Rs.0.25 lakh during the year. 

Government st~ ted (November 1977) that the matter was 
being looked inLo and any amount of royall) payable by the 
Corporation would be realised. 

; 
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9.2.3. Revenu~ forgone owing to dela)' in disposal of applica­
tions for uiining leases- Under the Mineral Con cession R ules, 
1960, an application for Lhe gran t of a mining lease should be 
d isp osed of wi th in 12 mo nths from the date of its receip t a11d 
if not di~p0sed of wi thin this per iod, · it should be deemed to 
have been refused. 

I n the course of a udi t of the Col lcctora tes or Allaha bad, 
Banda and J hansi. i t was noLiccd (July and Aug ust 1977) that 
o uL of 59 such applica tions received between June 1959 ar:d 
J uly 1976 (A llahabad 36, Banda 20 and Jh ansi 3) for the gran t 
of mining leases for the extract ion or major m inerals. 2.1 were 
d isposed of wi th delays rangi ng from one lo nine years a nd 
the rema ining 34 (Allahabad 19, Ban da 12 an d J hansi 3)1 were 
awai l!ill!J, disposal though period~ rangi ng between more than 
c,ne to fi fteen years h ad alread y elapsed. Ow ing LO delay in 
the d isposal of the•c appl ications. Governmen t h ad rorgone 
reven ue amounting to at least R s.3- 13 lakhs i n the form of 
dead ren t, calculated a t the mi nim um ra te o( Rs.5 per acre 
per annum 011 the area applied [or / sa nctioned for the extrac­
tion of variou s major minerals e,·en after exclud ing a period 
of 2 years, i.e .. 1 year prescri bed for disposal o( applications 
and another for wh ich dead ren t is not payable. 

Governmen t sta led (November 1977) that the delay in finali ­
sation of applicaions for the grant of min ing lea es was due to 
various factors like ad min istrative problems and consul tations 
with var ious o ther Govern ment de pa1 t rnen ts but th e delay so 
caused did not in1pl y any loss of revenue a~ the minerals re· 
main u nextracted a nd the deposits rema in sare. Government, 
however, stated (N ovember 1977) that reasons for delay in the 
d isposal of applicat ions in Banda dist rict were be ing called 
for from the Distr ict O fficer. Re~arding Jh ansi. it was sta ted 
that the ap plica tions could not he d isposed of as the establ ish­
ment of Utta r Pradesh Min eral Development Corpora tion was 

• under consideration at tha t time and a pol icl decision was to 
be taken. 

• 

9.2.4. Short levy of royalty on bauxitf'-l n the course of audit 
o [ the CollecLOrate, Band a (August 1977), i t was n oticed that 
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14,250 tonnes of bauxite were extrac:Le<l and removed by a 
lessee during the year 1976-77 (excluding Augus~ 1976 for which 

I 

the relevanL momhly retmn was noL avai lable) for- which he c 
was required Lo pay royal ly of Rs.O·:J7 lakh (al the raLe of 
Rs.4·00 per tonne). The lessee, however, deposi Led Rs.0·22 
lakh only in Marth 1977. )Jo further de)uand had been raised 
by Lhe department Lill the dare of a udit. 

InteresL aL the rate of 10 per tent per ann11111 is also recover­
able from the lessee from 7tb August 197G, i11 terms of rule 
G4-A of the Mineral Concession Ru les, 1960. T he interest 
levia ble in this case worked out Lo ·Rs.2,500. 

Government stated (No1 em bcr 1977) di al action [or recovery 
ol outsLandi11g amou nt of royal t)' / in terest from the lessee was 
in progress. 

9.2.5. Short deposit of royally on silica sand- The raLe of 
royalty on silica sand was revised from Re. l per tonne Lo 
1h.l·SO per tonne with effecL f1om !st April 1975. 

ln the course of audit of the Colleuorate, Allahabad, iL was 
noticed (July 1977) that in the case ol three lessees who were 
in li tigation wiLh the State GO\ em men t, Lhe Ci 1·il Court, while 
1~surng 11d-m1c11111 mjunction~. bad 01 de• eJ \between 196!l and 
1973) Lhat Lhe plaint iffs should pay the iequisitc royally on the 
qua1lliLy of silica sand exLratted b) them. l t was, however. 
noticed thaL Lwo of these lessec.:s had deposited royalty at 
Lhe pre·re,·iscu raLe, resul ting 111 ~hoi t coJleuion oE Rs.0. 19 
lakh whe reas Lhc third less<::c had noL paid 1 oyalLy amouming 
to Rs.0. 14 lakh. lor the si lica ~;.ml c. u ancd by h im a[Ler 
~tlt h March 197!> and h ad also deposiLed less royally to the 
exten t of R s.0·01 lakh for the period prior LO 28th March 
1975. 

On this being poinLcd o 1t in audit (Jul) 1977)· Go\'ernmenl 
stated (Novembe~ 1977) that the Court had been moved • 
through the District Government Counsel for getLing the royal-
ty deposited by the lessees at the increased rates. 

• 
• 

• 



• 
• 

• 

• 114 ) 

9.2.6. Non-fixation/realisation of surface rent and water rate­
Vnder the Mine~al Concession Rules, 1960, a lessee is required 
to pay for •the surface area used by him for lhe purpose of 
mining operalions surface rem and water rate at such rates 
as may be specified by the State Government in the lease. 

In the course of audil of the Collectorates, Jhansi and Lalit­
pur, it was not iced (August 1977) that in 5 lease deeds (Jhansi: 
2; Lalitpur: 3) executed for periods ranging from 10 to 20 
years for the extraction of diaspore and pyrophyllite from an 
area of 448·40 acres <Jhansi: 290·23 acres; Lal itpur: 158· l 7 
acres), wherein tbe Collectors were required to determine the 
surface rent and water rate, the rates were ne ither fixed by the 
Collectors nor were theSe realised from the lessees for periods 
ranging from 4 to 1'.I years Lill the date of audit. 

The matter was reported to Govcrn-m.en t in September 1977; 
reply is awaited (November 1977). 

MINOR M 'INERALS 

9.3. 1. Short levy of royalty on bou.!ders-In Mirzapur district, 
the extraction of bu ild ing and other stones is governed by the 
Mirzapur Stone Mahal Act, 1886 and the rules made there- • 
under. The royalty payable on the quanti ty of boulders ex-
tracted in the district under the Mirzapur Stone Mahal Rules, 
1889, is Re.0·75 per cub ic metre. During the year 1974-75, 
5,68,3 13 cubic metres of boulders were extracled. The royalty 
assessed and collected by the department was, however, Rs.4·06 
lakhs against Rs.4·26 l akhs due. This resulted in short collec-
tion of royalty of Rs.0·20 lakh . 

The matter was reported to Government 1n August 1977; 
reply is awaited (November 1977). 

9.3.2. Short deposit of royalty on brick earth-In June 1976, 
Government fixed the rate of royalty on 'brick earth' for the 
year 1974-75 ranging between R s.800 and R s. 1,600 per kiln . 
The rates of royalty. as per the OTCler, for the year 1975·76 

• were w be arrived al by increa ing the ra\es for the year 
1974.75, hy 5 per cent- and those for the year 1976-77, by in ­
creasing the rates of 197 :5·76 by another 5 per cent. The rates 
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o fixed for the d islricts of Allahabad and Agra were a~ per the 
Lable given below : 

Name of t he 
district 

Allahaba d 

Agra 

F or kilns Jocutctl m 
rur a l a.reas 

F or kilns located in 
urbnn areas 

HJ74-75 1915-16 1976.i7 19i4- 7J 1!175.7 6 1976-17 

(Per ki'r• in rupees) (Per kiln in 1"1.tpees) 

1,100 l,155 J ,212 ·7 5 1, 400 1,470 1,543 .50 

l ,35U 1,417 ·50 1,488.37 1,000 1,080 1,764. 

Governmen t also directed in Ju ne 197G thal royalty for the 
)tars 1974-75 and 1975-76 was LO be realisc:d in 1975-76 and 
lor 1he year 1976-77, it was to be realised in advance. 

ln the course of audit of the Collectorates at _ \Jlahabail 
<July 1977) and Agra (August 1977), the follO\i' ing poi nts weff. 
noticed: 

(i) A comparison of the iist of b rick-kiln owners in Allah­
abad district, supp lied by Tahsildars/D istrict Supply Officer, 
with Lhat of the kiln owners who had deposited royally reveal­
ed that 64 kiln owners had not deposited royaltr for the years 
1074-75 and 1975-76 and 68 kiln owners fo r 1hc year 1976-77. 
rl1is had resu lted in short coll ection of royally of Rs. 2.27 

lakhs (calculated at Lhe lower rate applicable to rural .areas as 
break-up of kil ns r ura l /u 1 ban area-wise was noL a\·ai lablc). 

<ii) As per a departmen tal survey. the numbn of brick ki ln s 
in the Agra district in l 970 wa~ 150. T he number of brick 
ki lns in the dist r ict during the yea r 1976-77 was l 6l'l. as stated 
b, the District Supply Officer. But roya l t~· had bc:en realised 
o~l y from 82, 92 and 91 kiln owners for 1h~· years 1974-75, 
1975-76 and 1976-77, respect i ,el~. T aking the number of 
kilns in the di strict dur ing the yea rs 197 1-75 ancl 197.1-76 at 
].')() and (or the year J 976-77 at 168, the roya lL y short dcposi led 
b,· kiln owners for the vears 1974·7:J to 1976-77 worked out to 

Rs.2.89 Iakhs (ca lcul ated at the lower ra te applicable to rural 
a reas) on 203 kilns in the aggregate. 

41 A. G.-197S-1G 
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Government stated (November 1977) that Lhe position abou L 

the recovery of royally in Allahabad distr ict would be inti­
mated on receipt of relevant information from the District 
Officer of Allahabad which had be.en called for. As regarrls 
short deposi t of royally by kiln owners in Agra d istrict, it was 
staled that Rs.1·77 lakhs still remained to be recovered for 
which efforts were being made. 

9.3.3. Non-realisatio.n of royally/ dead rent-Under the U. P. 
Zamindari Abofition and Land Reforms Act, 1950, all mines 
comprised in the estate or estates acquired under the Act as 
were being worked directly by an inte rmediary on tlie date of 
vesting were deemed to have been leased by the State Govern­
ment to the intermediary, the• royalty/ dead . ren t being levied 
at agreed rates. T he Act provides that cases of disagreemeill 
on royalty / dead rent are to be referred to a Mines Tribunal 
consti tu ted under the Act. The Tribunal was constituted in I 
;February 1965. 

In the course of audit of the Collectorate, Agra, it was notic-
ed (August l 977Y that out of the 41 cases refe rred lO the Tri - • 
bunal in 1966, 11 cases were decided in OcLOber 1974. The 
Tribunal ordered (October 1974) th at the ex-intermediaries 
conce rned ~hould be deemed to be lessees of the State Govern­
ment with effect from l st July 1952 for 15 years and the royal -
ty / dead ren t should be levied at the m aximum rates prescrib-
ed under the U ttar Pradesh Minor Minerals (Concession) Rules. 
1963. No royalty had, however, been real ised (August 1977). 
T he Collector. while referring th e matte r to the Director, Geo­
logy a nd Mining, stated (March 1977) th at the peri od of leases, 
as ordered by lhe Tribunal. had already ex pired on 30th June 
1967 and solicited fur th~r instruct ions. Bu t no such instruc 
l ions were issued (July 1977). 

No details of minerals ex tracted b) th e ex-intermediaries 
fr --m Julv 1932 onwards and the amount or royalty recover-, . 
able were a\'ailable with the Collectora te. 

On the basis of to tal area leased ou t in n :spect of 11 cases 
already decided by the Tribunal, the ex-in termediaries were 
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• liable to pay dead rent at the rate of Rs.0·1 3 lakh per ann um 

from July J953 to 14th September 1976 and at the rate or 
R s. 1·35 Jakhs per annum from 1:3 th Sep tember 1976 (the rate~ 
were revised with effect from this date). T he mm1111um 
amount recoverable u p to March 1977 worked o ut to R s.3.86 
lakhs in respect of the cases already de<"ided. But no action 
was taken by the de panment to real ise the amount (Novem· 
ber 1977). 

The inatter was reported to Government in September 1977. 
Government stated (November 1977) that notices for recovery 
of royalty/dead rem p ayable up to June 1967 and execution 
of leases in 11 cases decided (ex parte) by the Tribunal had 
been issued and any further action in the mat ter would be 
taken in consultat ion with the Law Department. It was fu r­
ther stated that as no leases were awarded after .June 1967. no 
royalty could be recovered . 

9.3.4. Short realisa,/ ion of royalty-The U. P. Minor Mine1als 
(Concession) Rules. I !Hi3, provide that the successful bidder ol 
any auction lease shall immediately depo~it 25 per cent of the 
amount of bid for 011e year as sec urity for execution of the 
lease and due observance of its terms and conditions, and a11 
equ;1l amount as first instalment of rova h }. The balance 
amount of roya l t~ i paya ble during the pcndcncy o f the l ca~c. 

In the course of audit of the Collectoratc, Allahabad, it "a~ 

noticed (j1tly 197/\ tltat 1oyaltr arnou 11 ting- to R s.1.35 lak.JJ'> 
Imel been realised ~lto1 L in respect of '19 ca ~cs (sand 13, s~ 
ballast 36) thouoh the lea•es had e~1)i tcd between October 

~ ·~ 

1969 and June ]!)77. 

Government stated (November 1977) that action for reccYery 
of royally short 1caliscd was in pro~n: s. 

9.3.5. No1i-payme11t/ ~ho1 i pay111c11 t OJ s1a111 jJ r/uty-Uncl('t 
the U. P . Minor Mi~erals (Concession) Rules, 1963, after the 
fin al acceptance o( a bid, a lease deed is required to be execut­
ed on the prescribed fonn within one month of the receipt by 
the bidder of the order abou t the acceptance of th e bid, or 
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within s1Jch further period as the au tho1 ity competent to grant 
the lease may allow in this behalf. If n o snch deed is e•xecut· 

'ed within the aforesaid period owing to an y defa ult on the 
part of th e bidder . the said authority may revoke the ordeir 
accepting the bid and in tha t e vent. th e: securi ty deposited by 
the bidder is to be forfe ited. 

In the course of audi t of the Collectorate, All ahabad, i t was 
noticed <July 1977) that in three cases th e lease deeds had not 
been fin alised <J ul y 1977) owing to non-p arn1:!n t or short pay­
ment of stamp duty amounting 10 R s.0- JS lakh by the lessees. 
In two of the cases, th:: leases run ning from December 1975 
and J a nuary 1976 h ad expired in September 1976 and royalty 
amounting to R s.0·78 lakh w::is outstanding against these 
lessees. 

Government stated (November 1977) that action for recovery 
of stamp duty /royal ty was in progress. 

9.3.6. L oss of r evem1r due to delay i11 gran t of min ing jJer­

m its-Under the Uttar Pradesh Minor ~ineral s (Concession) 
R ulcs. 196'.\. minin~ permit for ext ran ion of minor minerals 
can be gran ted for pc·r iocls n o t exceeding six months. 

In th e course of audi t of th e Collecto ra te. L ucknow. it 11·as 
noticed (April 1977) that no decision had been 1aken on 16 
applications received du1 i11g the period January 1976 to Feb­
ruary 1977 for grant of mining pc1 111i ts for extraction of 37,400 
cubic metres o( sand invoh·ing ro,·;1lty of Rs.O .. i 6 lakh (a t 
Rs.1-50 per rnhic metre) from Yarin11 s ~ ire s on the bank of 
Comt i r iver. 

Governmen t stated (November Hl77) th at 5 out oE 16 a ppli­
cations had been decided and permits for extraction of 6.600 

• cubic metres of sand against royalty o f R s.0·08 lakh issued. 
The clisposal of the remaining applications was in progress . 

• 
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9.3.7. Loss of revenu e due to non-registration of lease .deedSr-­
Section 17 (d) o( the Indian R egistration Act. 1908, provides 
for compulsory registration of lease deeds executed for periods 
of more than a year. 

In the course of aud it o f the CollecLorale, Agra, it was notic­
ed (August 1977) that 82 lease deeds had not been registered 
under the Act ibid. In addition to renderi ng the legality of 
the lease deeds open to question. this had deprived Govern­
men t of revenue amounting to R s.O·O:i lakh in the shape of 

registration fee. 

Government stated (November 1977) that the matter was 
being referred to the Law Department for advice . 

• 

' 

• 

• 
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CHA PTER X 

FOR EST DEPARTl\l ENT 

F OREST R ECEIP Is 

HU. Unauth orised fi na ncia l aicl to con tractors 
-~ 

(a) A fores t coupe in l\ fu kha irn range of ULtarkashi Forest 
Divis'.on was a uclio ned by the ckpartmc.•111 to a G>P tracLur in 
197'.1- .\ ccord ing to the ag:T'!m<:n1. the conuactor was Lo s11pp­
lv 10 .000 broad ·gaugc and 3.000 1i1ctrc·ga11gC' sleepers for th e 
R :i i l way~, fai ling which he was l ia ble to pcnalL) a t the 1 ate of 
R '.4 per cu bic fc.:ci o f the !>lccpcrs shc:rt w ppl icd . The d cpart-
111cn t marked 5.~21 Ch i r trees for kll i n~. all o( wh ich were 
f'C'lled by the co111 1actu1 be \\·ecn 0:0\"Clll bct Hl73 an d Apr il 1974. 
\Vh ile the logging was in pr ogress. fire broke oul o n 26t h Apr il 
l 'li-.1 ;ind according LO the department;• ! rc1Jort (j unc J974) abou t 

2 .!lOO sleep c1 s (broad-ga uge and 111 c.: l 1c-~a11gc together) got 
burnt. Ahlwugh according LO the provision in the ,1!),n:c:ment 
ihe con tracto1 was respo11sible for any loss o( sleepers owing 
to theft, fire, etc., till these were loaded in to wagons, the con­
tractor req uested (October 197 I) the Aaditional Chief Conser­
\. a tor of F orests. Gailrnal, 10 r<>cluce the contracted q uota o n 
account of the loss caused to him by fire. H e also stated that 
he h ad p rod uced only 2,407 metre-gauge sleeper s from the 
relled trees against the quota of ~.000 skepen 10 be supplied. 
On the basis of I he co ntractor's r equest, the Add itional Ch ief 
Conserva tor o f Forests reduced <February 1975) the quo ta o f 
broad -gauge sleepe rs fro m I 0,000 to '1 .500 and of metre-gauge 
sleepers fro m 3,000 to 800. The contracto r actually p roduced 
l 1,223 broad:gauge and 8,266 m etre-gauge sleepers exclusive 
o f loss su ffered by fi re. Thus, the est imates in respect of pro­
d uction of sleepers and the red ucti on or the a llotted quota by 

7.700 sleepers were u n realistic. 

The contractor supplied 4-,507 broad-gauge ana 801 metre­
gauge sleepers. Compared to the or ig inal quota of 10,000 
broad-gauge an d 3,000 metre-gauge sleepers. the shortfall in 
supply was 7,692 sleepers (5,49~ b road -g-.11ge and 2, 199 metre­
gaug·e sleepers) for which the contractor was liable to p enal ty 
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of R s.81,854. But as the quota was reduced by ~e Additional 
Chief C.onservator of Forests, the con Lractor escapeci the penal-
~ . 

(b) Another forest loL in Dharasu range of t.he same forest 
division was auctioned Lo a contractor in October 1973. The 
con tractor " ·as to su pply 8.000 b1oad-gauge and 1.000 metre­
gauge sleepers for the R ailways. After logging was over, tl).e 
contractor requested (October 1!)74) the Addi tional Chief Con­
~crvat0r o( Forest., Garhwal , to reduce the quota of broacl­
gauge sleepers on the ground tha t the quantity of timber ex­
tracted from the lot was in suffi cien L to fulfil tl1e quota of 
leepers allotted to him. There was no prov1S1on in the 

agreement for red ucing the quota of supply for an~ reasons. 
Besides, the contractor bad aclllali\' transported 10,260 broad­
gauge sleepers to the Depot Officer for ch ecking. The Addi­
tional Chief Conservator of Fmcsts, however reduced (r.::b­
rnan· 1975) the allotmen t of broad-.~augc sleepers from 8.000 
t•> 4.000 on the assumption that 40 per cent to .JO per cent of 
the sleepers supplied b\ contractors to Depot Office1s were 
1 c jectcd after checking. As allotment of sleepers in a lot is 
rnade after assessmen t of the estimated out-turn, any reduction 
in the allotment merely on the basis of the assumed percen­
tage of rejection by th e Depot Officer was not correct. Bu t 
for the reduction in tfie allotmc11t, the con tractor would have 
been liable to penal t~' of Rs.50,000 for the shor t su pply of 4.000 
broad-gauge sleepers. 

The prevailing market price of the sleepers and the rate at 
which supplies were made to the Raihrnys were as follows: 

B ro!ld -gaugo sleopor (oaoh) 

:'lfotro-gaugo sleoper (oach) 
• 

:\[1wket prioo 

Rs. 

63.00 

51.00 

R 'lto at which 
supplied to 

Railways 

R s. 

28 .1.3 

13.05 

o\\'ing to the reduction in the allotmen t of sleepers to be 
:su1iplied to the R ailways, the contractor de1r ived an unintended 

• 

• 
• 

• 
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benefit of Rs.~75 lakhs and R s.1 ·39 lakhs in the cases men 
1ioned at (a) and (b) above, respectively . 

• 
· The matter was repor ted to Governmen1 111 August 1977: 

reply is awaited (November 1977). 

10.2. Short realisatioil of sales tax from foresl contractors 

Unde1 the U. P. Sales Tax . \ ct. 1918. tax on sale o( wood and 
timber of all kinds and of all trees, of whate\'er species, whether 
growing 01 <.ut or ~awn, buL excluding their products and fi re­
wood, was lc\·iable at the rate of JO per cent from 15th l\"oyem ­
ber 1971 to 14th April 1974 and at 12 per cent from 15th April 
1974 at the point of sale by the Forest Department. Sale of fire­
wood is, however. taxable at the rate of 2 per cent si nce Jsl 
April 1964. 

(a) I n the audit of a forest divis ion, i t was noticed <January 
1977) that sales tax at 2 per cent. as appl:cable to firewood , 
was real isecl from forest con tr actors on sales of forest lots of 
R s.2 1·6 1 laJ,. h and R s.27· 13 lakhs during the years 1973-74 and 
1974-7.i. T he Sales T ax Department, however, assessed Lhc 
Eorest Depar tmen L to tax on sales of these lots at JO per cen t 
in l 973-71 and at 12 per cent in l 974-75. T he assessmenL 
order of 1973-74 was also confirmed in appeal preferred by the 
Forest Department before the Assistant Commissioner <Judicial). 

ales Tax. The short realisation of sales tax from the pur­
chasers of forest lots worked out to Rs.4·44 lakhs for the Years 
197'.l-74 and 1974-75 on the aforesaid sales of forest p roduce . 
The department sta ted (October I 977) that out of R s.4-44 lakhs, 
Rs.0· 11 lakh had been recovered from the contractors. 

The niallcr was repetrted to Government in February 1977: 
reply is awa ited (Novemb er 1977). 

(/J) In the course of audit of another forest d ivision. i t was 
noticed (September 1976) that sales tax at pre-revised rates wa 
realised from the forest contractor<; on sales of foresL l ot~ 
amounti ng to Rs.10.47,720 effected during the period 15th 

• Apri l 1974 to 31st March 1975. Add itional• tax on turnoYer 
of R s. 12,45,873 for the period 4th November 1974 to 31st March 
1976 was also realised at ·} per cent instead of the correc;: ra te 
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of I per cent. There was. thus, short realisatiol! of sales tax 
and additional tax to lhe extent of Rs.27, 184 from tl-.e forest 
contractors. 

The matter was reported to Government in October 1976. 
Government Lated (July 1977) that R s.3,349 h ad been recover· 
ed from the contractors: recovery of the balance amount was 
a 11·ai1ed (November 1977). 

10.3. Loss of revenue due to delay in reauction of resin 
In the course of audi t o f the N ainital Forest Division, i t 

was not iced (May 1976) that 13 lots of col lected resin weighing 
8.587-8 quintals (as per the stock registe r) were sold LO a firm 
in auction held on 12th March 1974. The price of this resin 
at the tendered rates worked out to R s.19-33 lakhs. The con­
tractor was, however, to pay for the q uan ti ty of resin as per 
i ts weight at the ti me of lifting of the material. According to 
the condi tions of sale. the firm was required to deposi t secu­
r ity at JO per cent of the sale price and to execute agreement 
deeds within seven days of receipt of in tim ation of sale. They 
were also required to complete, a fter making payment, th e 
lifting of resin from the depot within 120 days of approval of 
sale, failing which their security was to be forfe ited, the lot 5 

resold and loss, if any, on resale was to be recovered from the 
con tractor. 

The sale of all the l o~s was approved by the Conservator of 
Forests, Kum aon Circle, on 18th March 1974 and the firm was 
accordingly asked by the Division al Forest Officer on 21st 
March 1974 to start l iftin!.1; the resin a fter deposit ing the requi · 
site security, executing agreement deeds and making paymen t 
of the sale price. 

T he firm, h owever, depositea the securi ty of R s.28,270 and 
executed agreeme n t in respect of two lots onlv (n umbers 7 and 
l 6) and in their lettet of 7th November 1974 promised to 

start l ifting of resin by the end of November 1974 and to com· 
plcte the work by 31st J anuary 1975 in respect of all the thir 
teen lots and req uest<ecl for extension of time up to that date. 
This was allowed by the Conservator of Forests in December 
1974 even though the req uisite security was not deposited an d 

~1 A. G .-197$-17 
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formal agreen!ent deeds were not executed in respect of the 
remaining eleven lots. The firm was, however, inlormed that 
if they fai led to start lifting of resin by 20th DecembeT J 974, 
the• lots would b..: resold in the auction to be held on 27th 
December 1974 and action would be taken against th em accord­
ing to the terms of the auction notice. 

The firm did not deposit the required security for the re-
1na ining eleven lots and also did not execute the ~greement 
deeds. On 27th D..:cembcr 197'1, the lot were listed for auction 
but were not actually auctioned on the verbal assurance of 
the contractor that he wou ld complete the li fting· of res in by 
the stipulated date (31st J anuary 197.i) after m aking full pay· 
ment. The contractor, however, did not fulfi l his assurance. 
Conscquen ti y, these lots were reauctioned (12 lots on 28th 
October 1975 and one lot on 29th J anuary 1976) and sale price 
<if R s.12-79 lakhs only \\·as realised for 7"')9 1 quintals or resin 
ac..tually found at the time of lifting. In case this cinantity 
(7,591 quintals) of resin had been sold in auction on 27th 
December 1974, sale price of Rs.1 5·0·1 laJ...hs would have been 
realised on the basis of rates prevakn l on that date. Govern-
ment was, thus, put to loss of rev<'n ue or Rs.2·25 lakhs. The • 
departmen t proposed (June 1977) to proceed against the con­
tractor in civil sui t in respect of two Jo ts only (7 and 16), as 
recO\·ery was not possible in the case of Jots in respect of which 
110 agTcemeni:s were execu ted. 

The matter was reported to Government in August 1976: 
reply is awaited (November 1977). 

IO..J. Non-observance of rules 

Under the Manual of the Forest Department and in terms 
o( the standard agreemen t with the contractors, the contrac­
tors can take th-e timber or other forest produce out of the 
forest a reas only if the sale price therefor has been paid in 
advance. The Divisional Forest Officer can stop the removal 
of forest produce from tl~e for~st area if t-he value of the mate­
r ial removed by a contractor from the forest at any time ex· 
ce<:ds the amount deposited by him . 

.. 
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Ia the course of audit of receipts of the So.rti Kh"ri Forest

r)ivision, it was noticed (May tg76; rhar irr respecr of 36 forest
iots of 1972 73 and ll)75-71, rhe contracrcrs rvere allowecl to
lake away the entire material from the forest rvithout payment
o{. the full amount of sals price. Trris resuited in noniecovery
of forest levelrue to the extcnt gf Rs.2.26 laktrs. It u,as report-
cd by the district authorities that in several cases the contrac-
tors \\:ere not trareahle at the addresses loted in the agree_
lnent deeds. St.-i:s tuere noi t;ikcn J;r. rite clepai.truent to get
thlir addresses verilied b_v rlistricr authorities before signi"ng
:rqreements requirect in the Sale Rr.rles. flhe amount coulcl
not also be recol'ererl as arrears of land revenue llior.emlter
I9771 though certiGc:rtc proceeclinss u,ere initi:rLe11 betrreen
February 1974 and L{ay 1976.

'fhe malter '[rra.ii ilprlrlr11 i,-r f_]r.,i.tLn1t1ent in Julr i{:fir; 1epl1,
rs arrait'ed (I{ovenll;,.:r' I1l7il.

l$.5. Fl'on-neyv ol lati: ir:r

According to ttrr: tcr{ns oI 1i1r iiii-!.rmrnt r.iirl ihc ioli.iitic:rs
cf the 5:r1e tr{r-iies ol'tirc rjep:irirnrnr, ihe io,er1. ci-rni}:ictots t\ere
.rcquirecl-to riepcsii lhc instahncnts o{ salc plir:e ir_r' the speci-
lied dates and in case of clefarilt, the1" rvere liable to pal lats
I'ee at 2 paise per Rs.l00 per dav for de1a1's exceeding 30 clays

l)ut not exceeding 60 days and at 3 paisc per li.s. 100 per day
f'or deiavs exceedirrq {i0 clals.

In respent cl onc forest division, 18 contractors failcd to
deposit the instalrnents of sale price of thc forest lots of 197 l-72
utcl 1972{3 by the due dat,e for which they lvere liable to pay
late fee amountinE to Rs.19,759. No late fec u,as. horvever,
r.ealised.

When the omissiorl wai pointed out in audit (Aprit 1975),

I{s.9,345 lrere rccovercrtr and the, balance is arvaitrng recovery
November 1977). ,

The matter was r€portetl to Government in July 1975; reply
is arvaited (November 1977).
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• 
ln the foregoing cases, i1 the estimates h ad been p10perl y 

made or if a provision had been m ade in the agre~1uent for 
pa) menL of ~ome percentage of the Lendered p rice in respecL 
of the extra quanLity extracted , it wo uld ha ,·c ; ie lcled adcli­
ticnal 1 e\'enue to th e Government. 

10.7.6. /lccept.ance of Lower ralc:; for sale of tendn leaves 

(11) Ii) In the course of audit, i t was noLiccd (November 1976) 
th;it the average, sale price o [ crecl and accep ted (Rs.27 per bag) 
in th e case of 17 uni ts in Banda D ivision during the 1976 

!>Cason was very low as compared Lo the average net 1eccipt o( 
R . .JG pe r bag (i.e., sale proceeds m inu s col lecLi on ex pemLS) in 
respeCL of t he same Ull iLs during th t · ]JIC\ :o us ( 19/.) \ ~Ca~on . 

The selling prices accep ted were very lo\\· a~ com pared Lo even 
the reserve p rice in respect of each u ni t fixed fo r the 197G 
season. On the basis o f the neL p rice obtained in each o f 

these 17 un iLs during the J 975 season, the collection o f reve­
n ue 011 Lhe n umber of b;:igs est im a ted for coll ect io n d uring the 
I !J7(i ;cason. 1 hu ~. fell shorL by Rs. 1.:rn lak hs. 

le i s significant Lo note that the average price per bag o ffe red 
• a nd accepted in respect o f 50 o ther u ni ts of the Ba nda Divi. 

sion itself worked o u t to R s. 107 per bag. 
(i i) In Banda Forest Divisio11 where the ~ystem of lump 

sum sale of tendit · leaves was ad op ted dur ing Lhe 197.) season , 
collect io n o f leaves in fi ve u nits was done d epart mentally a& no 
rendere rs came for ward to work in those u ni ts. ln the cou rse 
of a udit, it was noticed (Novembe r l 976) that the leaves collect­
ed de pa rtmen tally fetched a lower price (cli!Te rence rang ing 
from R s.3 1 to R s.35 per bag) than what was o b tained during 
1he 1975 season. T he shor tfall in ~evenue in respecL of '.l. 147 
bag · of leaves collected dcpar tn1en Lall y " ·o rked o ut Lo R s. 1-08 

lak hs. 
(b) Jn Varanasi Forest Di vision. 9.689 b ;:igs o f lfndu leaves 

extracted d epartmenta lly from 2.i u nits d ur ing Lhc 1976 ·eason 
were sold a t lower rates (di !Ter ence rangi ng from R s. I 0 Lo Rs.56 

• 
per bag) than those obLain cd for the lea,·es o f the same units 
d uring the previous (1975) season. T he sale price realised in 
re pect of tendu lea \·es extracted from the rema ining 17 uni t 
·II '\ .G.- ll17R-18 

• 

• 
• 

• 
' 
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o[ the division was, however, higher as compared to the pre-
• 

vious year' s raLes. The lesser price obLained in respect o[ Lhe 
2.1 units. thus, resulLed in sbonfall in rcsen uc amounting to 

R s.2·96 lakhs on the b;.isis oE the previous year's prices. 

W hen this was po in ted out in audi t (November 1976), the 
department slated (November IU7C)) thaL the estimates were 
prepa red in each uni t on the ba is of the average price rea li eel 
du1 ing the previous four yea rs and tenders received at h igher 
ra tes tu an the est imated price: were accepted. The fixation 
Of esLimated price al the average rate of past four )Ca rs WaS 

hardly just ified in t l~c context o( the rising· trend of p rices. 
l\foreover. in the ca e of ten un its even ·uch estimaLed pri ce 
was higher than the pt ice accepLed. 

l o. 7 .7. u·naut lzorised rent.oval of tend u leaves 

A conLracLor or Dudhi FOl'C'.)L Di,·ision. who pu1 clt ,1sed the 
trndu leaves of two forest u ni ts du ring the 1975 season, r emoved 
l.4 :i I bags of leaves rvalu ecl at Rs. l.(i(l lakhs\ from the storage· 
godo11·n m ai11Laincd under the co ntrol of Lhe F orest DcparLmen t 
wiLhom paying th e price for the leaves. T c 11 d11 leaves (2, 181 
bags) of the two un its 11·ere stored in the godown. out of \\'h ich 
on ly ~>0 .> bags " ·ere permitted b~ the dcpat tmcnt to be rentO\'ed 
by the contractor. Thus. there shou ld haYc been a balance of 
l .G76 bags in the goclown bu t acLltally onl y 225 bap;s were 
l'ou11d in th e godown when physical verifi ca t ion of stock was 
done in July 197G at the time of transfe r of the Range Officer. 
Ph rs ical ' erifica t ion o[ stock \\'hi ch was clue to be carried out 
at the end o[ l\farch 197G, before the commencement of the 
next season . 11·as. ho\\·ever. n oL done. The contraCLor con· 
r erncd h ad been caugh t by the departmental officers and staff 
while illicilly transponing 27 bags o[ leaws on t11·0 occasions. 

Aftc1· adj11st ing the cnntractOJ"s securiLy of Rs.4~1 .771, R s.1.0·4 
lakhs were outstanding against the con tractor at the time of 
:mdiL (January 1977); the remaining qua 1' t ity o[ 223 bags of 
lcz,·es in stock h ad not been sold <J a nuary 197 7). The depart­
men t stated (September 1977) that dep artmental e nqu iry re­
YC'lled that 400 bags were :lctuall r I) ing in the godown (instead 
of 22:) bags as mentioned above). The officer concerned res-

• 
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ponsiblc for illic it export h ad b::en compulso1 ii)· re tired and 
c:fiprt s were being made to recover the cost of bags Pi.-0111 the 

contractor. 

10.7.8. L oss due to imfJroper storage of twdn leaves 

During the J 975 season, lendtt leaves of one of the uni ts of 
l\Iirzapur Forest Division were o ffered to be purchased by a 
contractor at the rate of R s.125·2:J per bag. As the age11L 
appointed for collection of kaves from that unit did 11ot take 
up th e work, steps 'ivere taken by the dep;1rtment to get the 
l eaves collected by en gaging labour directly a nd 500 bags were 
collected b y the department. After the department started 
the work, th :! agent also agreed to work in tbc unit and he 
collected 380 bags. Thus, in al l, 880 bags o f leaves were 

<.ollected from the unit and stored by the department in a 
local godown. 

Owing tO fmproper stor age, however, 80 bags o f tendu lc;l\ cs 
were.• tendered totall y unfi t for use a nd 200 bags 11·erc part ially 
damaged owing to r a ins. The purch aser refused LO accept the 
damaged leaves at the tendered rate and the 111auer wa re­
ferred to arbitration. As a resul t of the award of the arbi­
trator, no price was payable by the contr;inor for the t0Lally 

• damaged 80 bags o f leaves and only one-fourth of the price 
was paya ble for the partly damaged leaves. This r esulted in 
hss o f revenue of R s.3 1, 11 l. 

T h e p oints i:derrcd LO in the fon.goi.ig paragraphs were 
reported to Governrncnt between n ecernbc1 1976 and Fc 1Jntary 

1977; reply is awaited (November 1977). 

• • 

• 
• 

• 
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CHAPTER XI 

• 
OTHER DEPARTME TTAL RECEIPTS 

P UBLIC WORKS DEPART.\IE:-\T 

1 I. 1. Non-recovery of additiona 1 ferry lease money from con­
tractors 

Levy of toll tax on public roads and bridges is governed by 
the Indian Toll Act, 1851, as amended by the U. P . R epealing 
and Amending (Second) Act, 1956. Rates o( toll tax arc fixed 
by the State Government from time to lime unde r section 2 
of the Act. 

Ferries at Kirakat and Pilkich haghat in J a unpur d istrict 
were leased ou t in October 1973 and J une 1974 (or R s.90,525 
aud R s.1.1 5,000, respectively. to two con tractors for 3 rears. 
T he contractors were en t itled Lo collect toll al the Cerri es at 
the rates fixed by the State Gm·ernmen t from time to time . 
. \s per clause 3(c) of the agreements, th e lea e mo1ic,· pa~able 
by the contractors was to be proportionately increa cd / decrcas­
cd in the event of Government order~ to incrcasc,' cl ccrease the 
toll tax. The toll charges were revised upll'a rds by GO\·ern­
men t by 75 per cent with effect from l st October 1974 by a 
notification dated 23rd September 1974. The con tractor~ 

were, th erefore, liable to pay a n add it ional lease money of 
R s.1·07 lakh s from October 1974 to Septe mber 1976. 

In the course of audit, it was noticed (October 1976) that 
this addition al lease money had not been recovered from the 
con tractors. 

The m atter was reported to Government 111 November 1976; 
fina l reply is a\rnited (NO\·ember 1977). 

Fooo AND C rvJL SuPPuEs DEP.\ Rnll".;\;T 

11.2. Sh ort levy of licence fee and security deposit 

The rate of licence fee for the sale o( s t~gar in quantities ex­
ceeding Len quintals al any t ime for a period o( one year was 

134 ) 
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• revised in May 1976 from Rs.5 to R s. JOO in the case of new 
licences and from R s.2 lo R s.40 in the case of renew~ls of old 
licences. The dealers were also required LO deposit security 
o f R s. l,000 against R s.250. The State Go\'ernment clarified in 
Jul ~· 1976 that the l icence fee \\·as chargeable at the old r'ates 
from 1st January 1976 to 30th June 1976 and at the revised 
rates from 1st July 1976 Lo 31st December 1976. T he differ­
ence of licence fee and the securiLy deposit was to be recover­
ed from Lhe licensees by 30th September 1976. 

In the course of audit of the District Supply Offices, Jaunpur 
(Ocwber 1976), Pratapgarh (November 1m6) and Fa izabad 
(April J 977), iL was noliced thaL l icence fee and ·ecuri t y depo­
sit were collected at the old rates and the di fference of l icence 
fee o( Rs.11 ,733 and security deposit o( Rs. l .~0. 730 had not 
been collected in 307 cases. 

The matter was reponed to GoYernrnent m .J uly 1977. Gov­
ernment stated (Aug u t F l77) tha t Rs.11.774 (R .8,250 on 
acw unt of sc:curi ty deposit and Rs.:l,.121 on acco un t of licence 
fee) in Lhe case of Pratapgarh and Fai1abad d i~trict~ had been 
reco\'ered and that the recovery of the balance 1ras in progre s . 

FINANCE DEPART.\!F;'l;J' 

l 1.3. Short deposit of sale proceeds of lottery tickets 

U!lcler the U. P. State Lottery Rules, 1% 8. lollery tickets 
are sold at treasuries and sub-treasuries to th e a11tb o1 i ·ed 
agems against full payment of the face va lue of t ickets. less 
th e admissible comm ission. The cash recei\'ed al the treasury 
or sub-treasury on each day on account of sa le or tickets is 
reqnircd LO be deposited into th e bank at the cl ose o( the day. 

ln the course of audi t. i t was noticed (December 1976) that 
against the sale of tickets of R s.52.G28 (net) in Rallia ub­
treasury, pertaining LO 58th and 60th clr;nrs of U. P. Sta te 
Loner ies ll'iLh closing d ates as 29th .\ pril 197() and 12th July 
1976, respectively, onl)' R s.2.J,SH were depo~i tee! into the 
treasury. But the •shon deposit of Rs.2ti.78·1 could not be 
detected by the Sub-Trcasur} O!Iice1 Trcasur~ On1rer 011 ing 
to non -obser\'anre of the presn il;cd pi ocedure at th e 5ub 

treasury and tteasury. as ind icated bd o11· : 
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• (i) T he tickets were issued direct from the trea ury to the 
d eali ng dfficial of the sub-treasu ry without any indent and 
auth ority from Lhe Sub-Treasury Officer. Further, no check 
wa exercised in the sub-treasury to ver ify Lhe da ily sale of 
tickets and deposit of the sale proceeds in to the bank. 

(ii) The statement of sale proceeds of lo LLery t ickets. requ ir­
ed to be submilled to the Treasury Officer al Lhe close o f each 
dr::n\'. wa. no t verified by the Sub-Treasury Officer whi le sign­
ing the statement to ensure that to ta l sale proceeds, :is shown 
in the statemen t, h ad been act ually acco unted for in the sub­
treasury records. 

(iii) At t reasury level, the statements of income anrl expen­
diture for th e whole d istrict on the bas is of Lhe act ua l figure 
of deposits of each sub-treasury were no t prepared al the close 
of each draw. 

'\\Then the short deposit was poin ted ou t in aud it <December 
1976), the de panment deposited Rs.26,828 (i.e., in excess of 
the amount sh ort deposited by R s.44). 

The matter was reported to Governmen t in Februarv 1977: 
reply is awaited (N oYember 1977). 

G ENER AL ADMIN TSTRATIO I'\ D E PAR n n:;-.;T 

11.4. Misuse of la nd and loss of revenu e 

In terms of the U . P . Melas Act . 1938, as amended . the 
Offi cer-in -charge of th e Kumbh Mela is au thorised to all ot 
sites to any person or class of persons for an> p urpose not re­
pugnant to the rel igion with which the 1\fela is co11 nected and 
to fi x such ren t for the site as may appea r to hi m reasonable. 

In the course of audi t of the accoun ts of the Offiter-in-c:h arge 
of the Kumbh Mela, Allahabad. it was no ti ced (~ l ay 1977) that 
an organisat ion had occu pied an area of ~6 acres without any 
formal application for allotmen t. Eveu the date of the occu ­
p ation of th e site was not available in the record.. No rent 
for the area was also fixed. H owever. the organisat ion on iL 
own accord dep osited with the Officer-in-charge of the Kn mbh 
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• 
Mela R s.5,000 in December 1976. T he organisation had sub-
lel the land in question to shop-keepers. traders and. other . 
IL was also noticed that it had set up lwo theatres with a seat· 
ing capacily of 250 and 500, r especlively, e11lry w which wa 
regu lated by sale o( t ickets, upon wh ich were prin led the 
words "tax-free". at lhe rale of R s.2 per ticket. Exemption 
from payment of en ter ta in men t tax was recommended (Janu­
ary 1 ~177) by th e District Magistrate lrn l no such exemption 
was granled by Governmen t (May 1977). H oweve r. th e Com­
missioner of Enterta inmen t Tax had slated (January 1977) 
that Lill exemption from paymen t o[ lax was received from 
Government, i t would only be apprnpriate LO recover th e tax 
at the prescribed rates. The Sector ~l agist ra le concerned issu­
ed a notice to the organisers of the exhibi tion in J anuarv 1977 
to the cfl'cct that since they had lel out lhe land allolled to 
them they should pay rent at the rate of R s.5 per sq. ft. for 
a to ta l area of 7 lakh sq. fl .. as decided by the Mela Adminis­
trat ion. This notice was, hm,-c,·er. statccl to ha,·e not been 
accep ted by the organisers. Thereupon. the departmen t wok 
up the matter with Governmen t in Januarv Hl77. The orders 
of Go,·ernment are awaited (November 1977) 

The matter was reported to Governmen t 111 September 
Hl77: reply is awaited (November 1977). 

T ECl-1 1\TCAL EnucATIO:\' D EP,\R-1 ~m~n 

11.5. Non-rea l.isation o[ rent 

By an ord er issued by Governmen t in Septem ber J 969, one 
of the hostel build ings of the Governmen t 1'olvtechnic, Gorakh­
pur. was let out to the Gorakhpur Uni,·ersity on a monthl y 
rent o f R s.1.:188. The Un in :rs it}' took po ses~ion of the build­
ing in Tovember 1969. T est check (August lfl76) oE the 
accou nts record. of the Polytechnic disclosed that the rent of 
the hos tel building amoun ting to Rs. 1·29 lakhs for the period 
November 1969 to J•tlr 1976 has not been paid by the Univer­
sity even though the Uni,·ersit}' had been collect ing- rent from 
the boarders at the rate of R s. 15 per month and clay scholars 
at the Tate o[ R s.6 per annum from November 1969. When 
this was pointed out in audi t (Augnst Hl7G), the department 
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slated (Augu;t 1976) that the rent could not be recovered de -
pi te rei"eated reminders to the University. 

The mauer was reported to Go' ernment in July 1977; 
reply is awaited (November 1977). 

H ous1:-1c D FPARn1£NT 

1 I.6. Loss o( revenue due to non-prescription o[ compouml­
ing fees 

For planned development and expansion or the l\ fod inaga r 
area of Meeru t district, Governmen t declared (J anu ary 197~) 

31, 157 acres elf land in 39 villages in three blocks (Meerut-4·. 
Bhajpur·21 and Muradnagar-14) of Mecru t district as regulated 
ai ca undc1 the LJ . P. I Regulation or Bui lding Openitions) Act. 
1958. A Con trolling Authority. with Com 111i shioner. ~ rcernt 

Division, as i ts Chairman, was for111ecl (Jalrnary l9i2) to pla n 
and implement development and expansion progra mme. 

In the course oI a udi t of th e accounts or 1he Prescribed 
Authority (Additional District ~ragi trale). Regulated Area. 
l\feeru t (who is executing the \\·ork on behalf of the Controll­
ing AULhority), it was noticed (J une 1976 and October 1976) 
that there were 259 cases of u11au1horised construction from 
1973-74 to Apr il 1976. Ou t of these, I '.l9 c<lses were d etected . 
more than one and a half years ago. Under the U. P. (Regu­
lation of Building Operations) Act, 1958. such u11 a uth orised 
constructions are either to be demolished or regularised by 
compou nding the cases on paymen t of fees 10 be prescr ibed by 
the Controlling Authority. 

Out of these 259 cases, demoli t ion orders \\"ere issued o nl y 
in 6 cases (in three cases the unau th orised con truction was 
demolished by the owners themselves and the other three cases 
\1ere under appeal in a court). o corn poun d in~ fee cou ld 
be realised from any of the persons responsible for unauthoris­
ed construction as the Controlling . .\uthori ty hacl not prescrib­
ed th e rates of compounding fee (NO\·e 1 ~ber 1977). 

The matter was reported to Go\'ernment in August 1977; 
1c:ply is awaited (;\lO\'ember 1077\ . 
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Co-OPERATIVE . DEPARTIIENT • 

I l.7. Collection Fund 

Under the Uttar Pradesh Co-0perative Societies Act, 196.i 
and the U ttar Pradesh Co-operative Socielies Rules, 1968, the 
Registrar of Co-operative Societies or any other person subordi­
nate to him and empowered by him in that behalf may make 
recoveries -Of co-o perative debts or outstanding demands from 
judgment debtors on behalf of the co-operative soc1et1es. 
W11ile recovering the amount of debt or outstanding demand. 
collection charges due to Government at the prescribed rates 
are also required to be realised and deposited in tbe treasury 
under the appropriate head. 

It was noticed Quly 1976) in audit that in the year 1962, the 
Commissioner of Faizabad Division approved a scheme where­
by the collection charges were to be deposited in the District 
Co-operative Banks in the names of the Assistant / Deputy 
Registrar concerned. The various expenses like wages of 
co1lection staff, purchase and maintenance of vehicles and 
other contingent expenditure to be incurred in connection 
with the collection of co-operative debts or outstanding 
demands were to be met out of the collection charges. The 
sch eme was initially in vogue in Faizabad Division which was 
extended in June 1966 by the Registrar of Co-operative Socie­
ties to the whole of Uttar Pradesh, excepting some hill dis­
tricts. This arrangement still continues despite the enact­
ment o( the Uttar Pradesh Co-operative Societies Act. 1965 
and the Uttar Pradesh Co-operative Societies Rules. 1968, with 
the result that substantial Government revenues are kept out 
of the Government account. According to the Registrar of 
Co-operative Societies, R s.78-72 lakhs were held in deposit in 
the various District Co-operative Banks in the State on 30th 
June 1976 on account of collection charges. A test audi: 
of records in the office of the Assistant Registrar, Sultanpur. 
revealed (April 19177) that the collection charges realised during 
the year H'..,5-76 amounted to R s.L41,006. out of which 
Rs.96.473 wer e spent (Rs.69,271 as wages of staff and Rs.27,202 
on the running of the jeep) in the collection of the dues. 

41 /\. G.-1978-19 
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The conliinuance oE the scheme of keeping the amount of 
collection charges in a Collection Fund ou tside the Govern­
ment account and incurring expenditure therefrom is against 
the provisions of the U. P. Co-operative Societies Act and the 
rules framed thereunder and is fraught with risk of fraud and mis­
app ropriation, in the absence of any legislative and budgetary 
con trol. I t is also again st the provisions of the financial rules 
inasmuch as departmental receipts arc appropriated towards 
departmental expenditure. Th.is Fund is stated by the depart­
ment 10 be ou tside the purview of audi t also on th e ground 
that iL does not (onn part of the Consolidated Fund of the 

State. 

- The matter was reported to Government in May 1977. 
Government stated fJuly 1977 ) that ·the case was being examin­
ed in consu lta1ion wi'.h th e Departments of Law and Finan ce. 
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• APPENDIX 

(Reference : Paragraph 1.10; page 17) 

Statement showing cost of collection under the principal heads 
of revenue 

He~d of a ccount Year Gross E~endi - l"eroent • 
collec- ture on age of 
ti on collection expendi -

ture on 
collection 

(In crorea of rupees) 

l. Other Ta1n~ on Income 1974-75 0.16 0.07 44 
and Expenditure 1975-76 0.54 0.06 11 

1976-77 0 .16 0.05 31 -
2. Land R evenue 1974-75 31.11 6.36 20 

1975-76 40.37 7 .32 18 
1976-77 39.55 8.92 23 

3. Stamps and Rogistra- 1974-75 27.65 0 .77 3 
tion F ees 1975-76 25 .96 0.73 3 

1976-77 37.75 0.83 2 
4. Taxes on Immovablo Pro - 1974-75 0.02 0.01 50 

perty other than Agri- 1976-76 0.25 0.01 4 
cult ural Land 1976-77 0.04 0.01 25 

• 5. State Excise 1974-75 38.96 0.88 2 
1975-76 48.78 0.98 2 
1976-77 64.06 1.23 2 

• 6. Sales Tax 1974-75 1,35. 42 2.19 2 
1975-76 2,08 .26 2.78 1 
1976-77 2,43 .17 3.12 l 

7. Taxes on Vehicles 1974-75 13.42 0.22 2 
1975-76 17 .23 0 .25 1 
1976-77 17 .51 0.29 2 

8. Taxes on Goods and 1974-75 14 .26 0.18 1 
Passangers 1975-76 23.36 0 .19 1 

1976-77 26 .35 0 .30 1 
9. T,u::es and Duties on 1974-75 2.09 0 .16 8 

Elect r icity 1975-76 10 .94 0 .18 2 
1976-77 5.83 0 .18 3 

10. Other Taxes a ncl 1974-75 12 .91 0.12 1 
Du, ies on Commodi t ies 1975-76 17 .67 0 .14 1 
and Ser vices 1976-77 20.24 0.17 1 

11. Forests 1974-75 17 .83 2.00 11 
1975-76 37 .02 2 .12 6 • • 1976-77 39.04 2.27 6 

141 ) 
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